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CONFIDENTIAL AND RESTRICTED

The onc hundred and fifly fourth(154™) meeting of the Board of Directors of
State life lmzurancu Corporation of Pakistan was held on 11" July, 2000 at 10:00 a.m., at
Board Room, 3" Floor, State Lifc Building No.9, Principal Office, Karachi.

PRESENT:

Mr. Samce-ul-1lasan Chairman

Nr. Rasool Bakhsh Baloch lixecutive Director
Mr. Imuaz Rasool Tixccutive Director
Mr. Mohammad l.atuf Iixecutive Director
. Mr. Akbar Ali Ilussain ' Scerctary Board

P N B

W

2 The meeting was also attended by Mr. Tahscen Igbal, Joint Sccretary Ministry of
Finance, Mr. Saleem Igbal, Joint Scerctary Ministry of Commerce, Mr. Akram Hussain,
GiN/Incharge(Marketing) and Mr. M. Mazharuddin GM(Actuarial) at the request of the

Board.

Condolence Message:

3. ‘I'he Board noted with utmost grief, the sad demise of Mr. N. A. Jafarey, Ex

Chairman, State Lifc and offcred Fateha for the departed soul and prayed to Almighty
Allah, to grant him Maghfirat and give strength and fortitude to the bereaved family, to
bear this loss with courage. The Board remembered and appreciated the excellent service
rendered by Mr. N. A. Jafarcy to matc Lifc and the progress made by the Corporation

duning his tenure of office.

1. The Board resolved to send  the condolence message to the. bereaved family of
Mr. N.AJalarcy x Chairman State Lifc.

RESOILVEID:

“that thc Board notcd with utmost gncf the sad demise of Mr. N. A. Jafarcy, Ex
Chairman, State Life and offered Fatcha for the departed soul and prayed to Almighty
Allah, to grant him Maghfirat and give strength and fortitude to the bercaved family, to
bear this loss with courage. The Board remembered and appreciated the excellent service
rendered by Mr. N. A. Jafarcy to State Life and the progress made by the Corporation
during his tenure of office. The Board resolved to send the condolence message to the
bereaved family of Mr. N.A Jafarcy Ex Chairman State Life.”

5. The Dircctors warmly welcomed Mr. Samee-ul-Hasan, on his appointment as
Chaimuan, ‘
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ITEM (1) CONFIRMATION OF MINUTES OF 153™ MEETING OF THE | 5
. BOARD OF DIRECTORS. - s .

6. ‘The minutes of 153" meeting of the Board of Directors held on 24® April, 2000 S
were placed before the Board. ED(PIIS) proposed and ED(G&P) seconded that the same Ry
be confirmed with the following amendment:- . .

Resolution in para-31 of the item-8 of 153" meeting of the Board to read as follows:

“that Flat No.6 in State Life Apartments at [-A, Framrose Road, Bath Island be rented
out to a Government official, Dr. Aamir Ahmed-DS(Admn), Govt. of Sindh through
Estate Oflice of the Govwwmnment, at a market rent, provided there was no prior pending i
request of State Life officers, on the condition that as soon as he was transferred or left | ST
employment of the Government cither on retirement, he would hand over the peaceful o
vacant position of the premiscs and pay all outstanding cha{gcs/rcnt"

: |
7. Accordingly it was resolved as under: ’ " e i

RESOLVED: ' ; » . : o R el
“that the Minutes of the 153™ Meeting of the Board of Directors held on 24" April, 2000 P 107

be and were hercby confirmed with the above amendment.”

ITEM (11)  CONSIDER TIIE MATTER OF SALE OF SAMCO. ;
EI(INVESTMENT) MEMORANDUM DATED: 03-07-2000,

8. ED(Inv.) presented before the Board a memorandum on State Asset Management
Company together with Chronology of Events, The Executive Committee at jts 197™
Meceting held on 31 May 1995, had approved the formation of an Assct Management :
Company with the objective of marketing of unit linked policies. in collaboration with ) ; e
M/s. Beg Associate. The Board of Dircctors at its 123™ Mgeting held on 15" June’ 1985 ; |oaid
and 124™ Meeting held on 3™ July’ 1985 approved the proposal submitted for setting up o
SAMCO. SRO 801(1)96 dated 19" Scpiember, 1996 was issued by the Ministry of o |6
Commerce and State Life's disbursed its cquity subscription (Rs.27 million) to the . A (e
company in mid October 1996. - o

=
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9. CLA vide letter No. 7 (3) CF/AMC/95 dated 31.10.96 allowed formation of State ?
Assct Management Company ( SAMCO ) subject fo certain conditions. ¢ ; ; =4
! i g @

10.  In 1996 ¥conomic Coordination Committee of Cabinet (ECC) in its meeting held S RN
on December 29, 1996 decided that State Asset Management Company (SAMCO), A
cstablished by State Life Insurance Corporation of Pakistan in collaboration with a private o
party, be wound up and Ministry of Commerce should try to recover as much as possible e ‘
the amount invested by State Life and fix responsibility for conceptualization and - G
implementation of the scheme. ' 5

]
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11.  Ministry of Commerce vide its Ictter dated 03-03-1998 directed the Corporation,
that the issuc of SAMCO may be placed before the.next meeting of the Board of
Dircctors of the Corporation keeping in view, the decision of ECC. Accordingly the
mattcr was discussed in the 137" meeting of the Board of Directors and it was decided
that SAMCO be sold to the forcign buyer as indicated by the Ministry.

12, Advertisements were given in the ncwspapers on 9-2-1999 for sale of SAMCO

but no bids were received.

13. A proposal was reccived from M/s. Arif IHabib Securitics which was considered
by the Board of Dircctors in 152" mecting held on 4® and 5® March 2000, The Board
decided that the sale of SAMCO be advertised again. Accordingly, the sale was advertised
on 09.03.2000.in the Daily DAWN and Daily JANG. However, in response to the said
advertisement, only onc bid was received from M/s. Arif Habib Securitics. As the usual
procedure for determining the fair market value, for sale of an asset is to receive and
review at least three bids hence it was decided to re-advertise the sale of SAMCO.
Accordingly the advertisement for the third time was released on 29.03.2000 in Daily
DAWN and Daily JANG. ’

14.  In responsc to the above advertisement, bids were received from the following
partics. : '

a. M/s. Anf Habib Sccuritics Limited.
b. Businessmen Services Corporation.

15.  Beside above, an enquiry was also reccived from a group of employees of Bank
of America. A fax was received from M/s. ABN AMRO on May 15, 2000’ intimating,
that they had a firm intercst from some reputable local financial institution along with
somc forcign investors for investment in SAMCO. They had requested for an
appointment, to discuss the interest of their clients. Further, interest in SAMCO was also
expressed by M/s. Taurus Sccuritics. '

16. A letter was scnt to Joint Sccrctary (Insurance) Ministry of Commerce on April
27, 2000, rcquesting him to review the decision of ECC, to wind up SAMCO and secking
his guidancc on the said issuc, as well as on the proposal reccived from M/s. Arif Habib
Sccuritics and Busincssmen Services Ltd., regarding revival of SAMCO and dis-
investment of State Lifc’s holding in part.

17. In reply, the Ministry of Commerce vide their letter dated May 11, 2000 stated
that the Board of Dircctors of State Lifc may review and examine in greater detail the
pros and cons of the proposal keeping in view the decision of the ECC. It was also
adviscd that the representatives of Ministry of Commerce and Ministry of Finance/SECP
may be requested to attend the Board meeting by special invitation with reference to this
item. ¥

18 The Executive Committee at its 260" meeting held on 26.05.2000 requested Executive
Disector (Investment) 1o discuss the matter with the expected buyers and find out if anyone of
them was interested to buy the entire share holding of SAMCO. A note containing brief of the
discussions held with them was circulated to the members of the Board.

Hhocw
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19.  ED(Inv.) informed the Board of the discussion with each of the bidders as follow:

200 Mr. Nasim Beg representative of M/s. Arif Habib Securities stated that they were

interested to buy SAMCO as there was a chance that field force of State Life would be utilized

to market the units of SAMCO. He pointed out that the timing factor was of utmost importance.

M/s. Arif Habib Securities informed ED(Investment) that since there was delay in decision

making by State Life, due to one reason or the other, so they have started working on floatation

of an entire new Asset Management Company at their end. He pointed out, that in case a

decision is taken by State Life/ECC, before they receive permission to float a new company of

their own, they would stand to their earlier commitment. He reiterated his previous proposal and

also pointed out that they would induct new groups/foreign parties in SAMCO which will

further dilute the holdings of State Life in SAMCO. The earlier proposal of M/s. Arif Habib

P Securities thus remains unchanged. The salient features of the proposal are summarized below:

‘ - They would inject additional cash, so that total cash available with SAMCO comes to

Rs.60 million.

They would have right to acquire 51% in the enhanced equity of SAMCO.

- SAMCO would issuc 7,725,000 shares against fresh cash resources to M/s. Anf

B IHabib Securities at Rs.6/- per share. The total paid up capital of SAMCO ,would thus

rise to Rs 60,000,000 consisting of 10,725,000 shares with breakup value of Rs.5.56

per shares.

State Lile will ultimately be left with 10% equity. 39% equity shall be allocated by

M/s. Arif Habib to other investors.

- State Life shall bring SAMCO update with regard to any compapy law and tax
requirements.

- State Life and Beg Associates shall arrange to amend the Articles of ‘Association to

remove any special status of State Life or Beg Associates.

State Life and Beg Associates shall armange proper nomination of M/s. Arif Habib on

the Board of SAMCO.

—~ State Life shall obtain approval of Government i.e. clearance of ECC, and SECP for
change in ownership structure of SAMCO.

2L Mr. Nasim Beg pointed out that SAMCO Board should revive SAMCO again. He also
informed, that while informing SECP regarding sale of shares of State Life, they should be
informed that statutory meeting and AGMs of SAMCO have not been held, as it was not
functional. SECP should also be informed that retums under Companies Ordinance 1984 have
also not been filed and condonation in this respect may be sought from SECP,
M/s. Businessmen Services Corporation:
22, Mt Nayyar Kazmi, representative of M/s. Businessmen Services Corporation informed
that their company was a group of Pakistanis abroad. He stated that their previous proposal
remains unchanged. The following are the terms of their offer:
Ihey would buy 51% shares in SAMCO @ 5.05 per share, However later on they may
increase their holding to around 80%.
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M/s. Beg Associates would no longer hold any shares in SAMCO.
The Board of SAMCO would be re-constituted according to equity participation of
cuch sharcholder.
- The bidder would have the right to appoint CEO.
All statutory and other requirements would be completed at cost of State Life.

M/s. Taurus Securities:

23. M. Abid Naqvi of M/s. Taurus Sccuritics pointed out that rather than selling
SAMCO, State Lifc should reactivate it by seeking collaboration of DIFIs and NDBFIs.
e was of the view that NT1' and ICP were not playing a proper role in capital market.
The deficiency can be met by SAMCO. He also offered to talk in this respect with the
concemned officials of HBL., NBP., IDBP., etc for participation in SAMCO.

M/s. ABM AMRO:
24.  The bank was now no longer interesied in SAMCOQ.

25 The Board felt that SAMCO was set up for the purpose of marketing of unit linked
policies, which was not prohibited under the Insurance Act 1938, as it was silent on the issue.
Private companies have been selling unit linked policies since 1996/1997. Draft Insurance
Ordinance 2000 specifically provides Investment linked business, for which there should be
separate statutory fund, as such if State Life decides to deal in Investment linked polices, it

could do so without SAMCO.

26. The Board also felt, that it was not wise to be a significant minority shareholder where
management is in the hands of others. Further more, the bidders were more interested in use of
State Life network which was developed after twenty eight years of hard work. Arif Habib
Securities would require further Investment in the form of seed money, for setting up of mutual
funds and State Life would be receiving nothing from them, whereas in case of Businessmen
Services Corporation, State Life would be receiving approximate amount of Rs.6.5 million. The
bank balance in the account of SAMCO as on April 14, 2000, was Rs.13,897,484 against in
ihvestment of Rs.27 million in the equity of SAMCO by State Life. The initial expenses
amounting to Rs.15.315 million were capitalized. The Joint Secretary, Corporate Finance
Ministry of Finance and Joint Secretary Ministry of Commerce, mentioned that SAMCO
should have been wound up as ECC had agreed to proposal of State Life in this respect.

27. The balance in the bank account of SAMCO., as on April 14, 2000 was Rs.13,897,483
based on which the breakup value of the share of SAMCO., came to Rs.4.63 per share.

28. Alicr discussion, the Board resolved as under:

RESOLVED: v

(1) “that State Assets Management Company be wound up and all necessary steps be taken by
ED(Inv.), for implementation of the decision without any delay.”

(ir) “that deposit of Rs.500,000 received from M/s. Arif Habib Securities and Businessmen
Services Corporation along with their offer be refunded.”

29. At this point of time, Mr. Tahseen Igbal, Joint Secretary Ministry of Finance left the
meeting with the permission of the chair due to his other commitments. Secretary Board also
lefl the meeting with the permission of the chair.
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ITEM (5) CONSIDER/APPROVE REVISION ON PAY/ALLOWANCES/FRINGE
BENEFTTS OF OFFICERS. :
FD(P&GS) MEMORANDUM DATED: 30-06-2000.

30.  The Board considercd the Memoranduim dated 30-6-;0()0 from the EDP&GS).

The Joint Secretary of Ministry of Commerce drew the Board Sittention to the letter dated
26" June, 1999, from the Finance Division, under which all proposals for revision of pay,
allowances and perquisites of officers recommended by the respective Board of
Dircctors/Governors of the Public Scctor Corporations/ Autonomous/Semi-Autonomous
Organizations were to be cleared from the Finance Division through a Standing
Committee. This directive also required that the proposal should be tagged with the

{inancial position of the Corporation.

31, The Board also noted that the carlier proposal for uniform increase of 35% to
officers effective 1.1.1998 is pending with the Ministry. Tt was also noted that owing to
“perquisites” as defined in the Income Tax Ordinance 1979 being an excess of 50% of
“salary” as defined therein, a heavy tax add back was suffered in 1995-96, and this add
back was likely to be more pronounced in later years, for which the assessmenis are

pending,

32 In the light of the above, the Board resolved as under:

RESOLVED:

“that that the matter be re-examined, and a comprehensive proposal be submitted to the
Board at its next meeting, and as far as possible the proposal should be tax efficient and
should respond to the directive, that it be tagged with the Corporation’s financial

-

position.”

33.  Mr. Akbar Ali Hussain, Secretary Board returned to the meeting. Mr. Akram
Hussain GM/Incharge(Marketing) and Mr. M. Mazharuddin, also joined the meeting on
invitation. :

(20) CONSIDER/APPROVE RE-LAUNCHING UK OPERATIONS/CLOSE

DOWN UK BRANCH.
ED(INTIL.) MEMORANDUM DATED: 30-06-2000.

34.  ED(Int)) presented a Memorandum before the Board that The United Kingdom
Branch of State Life, cstablished on June 1, 1974, had been underwriting New Business
till 1987, however, /| the Board of Directors of State Life in its 90" Mecting held on
January 3, 1988 decided to stop underwriting New Business as the UK Operation did not
remain economical. Consequently State Life sent a letter No.DGM/OSD/UK/88 dated
06-01-1988 to DTI, London stating that “The Corporation no longer wishes to transact
new life insurance business in the United Kingdom and hence voluniarily wishes to
surrender the authorization.” Thereafter, in November® 1989 the then Chairman State
Life, Mr. Igbal M. Qureshi informed the DTI through leiter No. IMQ/89 dated 02-11-89
that the Corporation’s lefter No. DGM/OSD/UK/88 dated 06™ January’ 1988 may be

treated as withdrawn. )/
!
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35 // Later on, the Board of Directors 1 its 138™ meeting of April 12, 1998 decided to take
necessaty steps for re-launching of UK Operation, sccordingly, Mr. Asim Chughtai was
appointed as an Incharge for re-launching of UK Operation in October 1998, This appointment
was in addition to a Dy. Manager, Mr. Sadiq H. Shakir already posted Lhcre/
i ol P , ] .
E ’%6 [ / Mr Asim Chughtar was hired with the background, that he would complete all
formalities for re-launching of UK Operation and prepare business plan for submission to FSA
in the following manner:
a. Sugeest and design insurance plan and marketing.
b. Prepare costing for this operation.
- c. Acquire an appropriate sofiware program for marketing etc;
Pt

37. // Later on, M/s. Hymans Robertson, (ITR) were appointed as a Consulting Actuary firm

and agreement with State Life was executed on 14" October 1999, for preparing Business Plan -
alongwith designing apd profit testing of three plans within three months from the date of g
signing the z‘sggrccmcm)/ M/s. Hymans Robertson submitted their repott on re-launching of UK :
operation on 3rd April, 2000 which was circulated to the Board of Directors,

NR——

N

38. The report deseribed the products, their rationale and Policy specifications, expected
first and subsequent year expenses, agent productivity & business volumes, creation of four
internal investment funds, projected revenue account and sensitivities under realistic,

I RP——

optimistic and pessimstic SCenanos.

39.  The repori, was cxanuned by Actuarial Division of Siate Life, whose comments
were submitted to the Board. i

i o R T

40. The projection submitted by M/s. Hymans Robertson indicated that there was a need of
injection of funds from Principal Office ranging from £ 0.8 to £ 2.5 millien in different
scenarios. There was a fotal of £.1 million available which should be sufficient to sustain our
Development expenses and future new business sirain, however these were technical matters
o and the regulator may take a different view. M/s. Hymans Robertson in their report have stated
under Clause 2.3 that:

“The Corporation infends to use some of the expense reserve in the existing With Profit Fund to

support the cost of growing the re-launched business. The Regulators are likely to be

particulacly concemed aboul the rghts and expectations of the existing with Profit

Policyholders. Before submission of the final business plan to the Financial Services Authority

the Corporation should research any undertakings previgusly given on meeting Polieyholdet’s

reasonable expectations, and reach an agreement with the Regulators on this point™.

4]. ED(Int.D) informed the Board that on the basis of above-mentioned deliberations, if
State Life decided to re-launch UK Operation, it was likely that a capital injection from [ =

Principal Office would be required. According to comments of Actuarial Division, “The
capital required {¢ re-faunch the UK Operation would have to be provided by the
sharcholders and not from the Pak Rupee Life Fund- - -7 In light of Actuarial Division’s
comments, Government of Pakistan which is the sole shareholder of State Life, would be
required to allow capital injection of about Rs.80 millions (£ 1 million) from its future dividend
to be paid by State Life. Perhaps Government of Pakistan may not allow this.
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42.  While going through the report of M/s. Hymans Robertson it was observed by
Actuarial & International Division, that under clause 4 of the report, expenses have been
shown on lower side. On realistic basis it is more likely that expenses, specially staff
salarics, would go up, resultantly more Capital will be required to be injected in  Re-
Launch Operation.

43.  ED(ntl) further informed the Board that recently FSA has served a notice to
State Life for paymoent of Insurance Supervisory Fee to the fune of £ 48,000/~ for the
year 1999 which has been caleulated on Global Premium of State Life as per revise

Insurance Fec Regulation. This fec may be avoided if State Life withdraws Authorisation E
for carrying out life insurance business in UK under section 11 of Insurance Companies (
Act 1982.

8
5
E.
=
=
E
2
2
B

44.  Mir. Asim Chughtai has somce apprehension about the success of UK Operation
which i evident from his fax dated 18-05-2000, wherein he hag stated that “This sheuld
be realised that all esiimates of capital requirements are based oun certain sales
assumptions. If we do not sell enough policies {o suppori our operations there will
be need of exira capital. However, given our modesi ambitions of starting of this
branch £ 1 million of oulside capital should be sufficient during the five years period
whcn expenses overrun will be very significant. Once again there are no guarantees
of any event happening as envisaged or planped.”

43, Recently Ministry of Commerce through s lefter (Fax) addressed to the
Chairman, State Life has advised that the Competent Authority désired that operation of ;
State Life in UK be reviewed. In case i is considered that there is a need for the
continuation it should be on most attractive commercial considerations in the best interest
of State Life.

46.  The Chairman pointed out that under UK legislation, following the Financial
[ Services Act 1986, life insurance companies are open to suils for damages and
compensation from policyholders who can claim mis-selling by agents. Despite massive
expenditure on agents training, UK life companies faced a lability estimated at £:12
billion on account of mis-selling of personal pension policies. On leading company, the
Prudential, alone faces a bill of £:1 billion.

47.  Inthe light of above, E)(Int.1) placed the matter before the Board of Directors for
consideration as follows:-

State Life may go ahead for re-launching of UK Operation as decided by the Board
of Directors carlicr,

in case State Life decides to re-launch UK operation then certain amount will have to be
injected from Principal Office. The quantum of amount would be decided by the
Regulators after submission of Business Plan, :

L

4,
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b. UK Market is highly compeiitive and is tightly regulated specially afier

any of its Ropresentative, State Life will land into trouble, which may result into
imposition of penaity by the Regulators.

c. If State Lifc starts writing new policies it will be exposed to labilitics from new
policvholders on possible mis-selling claims.

it. State Life may take necessary sieps to close down the Branch.

a. In case Staic Life decides fo close down UK Branch then it may examine
possibility to seitle the accounts of alt the existing policvholders by paying the fisll
Maturity Procecds with accrued bonuses till maturity and also by waiving {uturc
premimms. At present, there are 60 policies inforced and the last policy will
maturce in the year 2017.

State Life will maitain its present oflice with one officer that is Mr. Sadig IL
Shakir and services of Mr. Asim Chughtai may be dispensed with.

o

4%, After deliberation, the Board resolved as under:

RESOLVED:
(i) “that the Beard in view of injection of capital required, the small business that is

ﬁmjected, the uncertainty of positive return, the exposure to liabilities and the extreme un-

the cxisting Bra ‘ﬁmn The Joint ‘Secretary (Insurance), Ministry of Commerce, concurred
with this view.”

(n) “that ED)(Int.f) be and was hereby authorized, to take all necessary steps enumerated
in the memorandum, to close down the branch and cxamine the possibility of scitling the
39coums of all the existing policyholders by paying the full Maturity Procecds with
accrued bonuses till maturity and also by waiving futurc premiums afier taking into
account the natural death of APL policies. At present, there are 60 policies inforce and

of APL policies.”

(i) “that State Life would maintain its present office for the minimum necessary period
with one officer i.e. Mr. Sadig I1. Shakir and services of Mr. Asim Chughtai may be

dispenscd with immediaicly.”

{ 49. At this point of time, Mr. Salcem Igbal, Joint Sccretary Mimistry of Commerce

et the meeting with the permission of the chair due to his other commitments.

establishment of Financial Services Authority. Any misstatement or mis-selling by -

likelihood of Government “agreeing to pay one fo two million fve hundred thousand
{pounds, the Board unanimousty decided not to re-launch its UK Business and close down

the last policy would mature in the year 2017 after taking into account the natural death -

o o
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ITEM (2) PRESENTATION OF LATEST AND DETAILED BUSINESS
REPORTS WITH COMMENTARY SHOWING COMPARISON OF
ACTUAL WITH THE BASE/TARGET OF THE CURRENT YFEAR.
ED(INVESTMENT) MEMORANDUM DATED: 10-67-2000.

I. Marketing (Individual Life):
GM(Marketing) Memorandum dated 10-07-2000.

50.  GM{(Marketing) presented before the Board the review of individual life business
for and upto the month of June, 2000 and informed the Board that total individual life
FYP was Rs.341.62 million as compared to Rs.391.93 million in the corresponding
period of last ycar showing a decrease of 12.84%, The achievement upto June, 2000 is
61% of the FYP target for the same period. The Southern Region, the Central Region,
Multan Region and Northern Region have secured FYP of Rs.86.09 million, Rs.107.53
million, Rs.43.40 million and Rs.104.59 million respectively as compared to Rs.92.06
million, Rs.144.71 million, Rs.46.15 million and Rs.109.07 million respectively in the
corresponding period of last ycar showing a decrease of 6.49%, 25.69%, 5.96% and
4.05% respectively. '

51.  GM(Marketing) informed that the decrease in business figures for the year 2000
was due to strict compliance of the closing schedule during the current year.

52. ‘The Board noted the above position.

IL International Business:
ED(International) Memorandum dated 05-07-2000.

s3. ED(Int’l) presented before the Board the business progress report of overseas
operations, which showed that the Division has secured FYP including single premium of
US$ 0.5971 million (equivalent to Rs.30.9106 million) for and upto the month of June,
2000 showing an increase of 3% against the corresponding period of the last year. This is
16.08% of FYP target for the year 2000 which is US$ 3.7130 million (equivalent to
Rs.192.207 million). The number of policies sold has registered an increase of 13% over
the corresponding period of the last year. The second year persistency of International
Division achieved during the period was 45% whereas Renewal persistenicy was 71%
only. The IF'YP of Saudi Arabia and Kuwait has increased by 55% and 10% respectively
for and upto June 2000 whereas the FYP of UAE has fallen by 23% as compared to
corresponding period of the previous year. Actual collection of FYP, for the period
January to June 2000 for the UAE, Kuwait and Saudi Arabia was 22.43%, 8.20% and
14.02% of I'YP target for the year 2000. Second year persistency achieved the during the
period for UAE, Kuwait and Saudi Arabia was 33%, 84% and 61% respectively.

54. ED(Inl'l) informed the Board, that the overall situation of the economy in the
Middle East, low activity, lack of training and motivation by Zonal Chiefs/Sector Head
were the main factors for the above situation.
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55. The Board resolved as under:

Action:
FD(Int.D)/
GM({Act)
/”\
™
Action:

ED(G&P)

RESOLVED:

“that Actuarial Division was requested to review the existing products/plan being sold by
overscas operation and if necessary develop/improve the existing plan to meet the
requircment of the expatriates who had a limited stay in those countries.”

11I. Real Estate Projecis and Income, Expenses and Salaries paid to the Officers

and Staff of Real Estate Division:
GM(RE. )Mcemorandum dated 05-07-2000.

56. GM(RE.) informed the Board, that the gross income of Real Estate Division for
the period January’2000 to June’2000 was Rs.160 million as against a target of Rs.175
million for the same period. The expense/income ratio was 62% against a target of 57%
and the net income was Rs.61 million as compared to a target of Rs.75.5 million. The
book value of Investment in Real Estate Projects was Rs.2.9 billion as against a target of

Rs.3.1 billion on 30% June’ 2000.

Iv. Group and Pension Business:
ED(G&P) Memorandum dated 07-07-2000.

57. EIXG&P) informed the Board that the Karachi Zone, Rawalpindi Zone,
Peshawar Zone and direct P.O. business have shown an increase of 0.6%, 10.46%,
15.21% and 36%, whereas Lahore Zone has shown a decrease of 3.52% respectively
during the period January’ 2000 to June’ 2000 as compared to the corresponding period

of the last year.

58.  ED(G&P) further informed that the Health Insurance Scheme was currently being
implemented on an experimental basis for State Lifc own employees. It was still in a state
of development and was expected to be marketed when the in-house experience supports
it. Companison of Medical expenses for the first quarter of the year 2000 vs.
corresponding period last yecar, shows a reduction of 42%, which was expected to be
maintained for the remaining period of the current year.

59.  ED(G&P) further mentioned, that attention would be focussed on production of
New Business and conservation of business both in terms of number of Groups and
Premium, keeping the profitability factor in mind.

60. The Board resolved as under:
RESOLVED:

“that proposal of holding an Annual Conference of Group Marketing Executives i.e.
Zonal Heads and Sector Heads be and was hereby approved.”
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V. Investment Income:

Action:
ED(Iav.)

ED(Inv.) Memorandum dated 10-07-2000.

61.  ED(Inv.) informed the Board that the investment income, for the six months to
30" June’ 2000 was estimated at Rs.3,802 million as against the budgeted figure of
Rs.3,900 million upto 30" June’ 2000. The above figures includes Rs.2,535 million
relating to income from SGB’s. The reduction in investment income, was due to
reduction in interest rates, which are expected to go down further in the coming months,

62.  ED(Inv.) further informed that the book value of total quoted equity portfolio as
of June 30" 2000 was Rs.4,628 million as against a market value of Rs.5,546 million
showing an appreciation of Rs.918 million. State Life sold shares with a book value of
Rs.16.69 million for Rs.28.75 million, thereby realizing capital gains of Rs.12.06 million
during the period from January’2000 to June’ 2000, whereas the total purchases in the
equity market during the period under review was Rs.176.02 million.

63. ED(Inv.) also informed that the book value of the investment portfolio as of 30"
June’ 2000 was Rs.63,443 million as compared to Rs.60,294 million as on 31%
December’ 1999 reflecting an increase of 5.22% during the first 6 months of the year
2000. The composition percentage of type of investment of the portfolio in Government
Seccurities, I.oan to Policyholders, Debentures, Equities, Real Estate and Deposit in Banks
was 62.85%, 7.01%, 1.03%, 7.95%, 4.61% and 16.55% respectively.

64.  ED(Inv.) further informed the Board, that the Federal Government had decided
to pay interest at 13% p.a. from 01-07-1999 to 31-12-1999 and 11% for the period 01-
01-2000 to 30-06-2000 on the amount of maturity proceeds re-capitalized during the year
01-07-1999 1o 30-06-2000. The Federal Government has also decided to pay State Life
the face value together with accrued markup on all SGB’s maturing till 30-06-2000.
Subsequently, State Life was paid 10.1 billion on 30-06-2000. The detailed working of
SGB’s matured upto 30-06-2000 was being checked and reconciled by State Bank and
State Life, after which it was cxpected, that the actual figure would be finalized and
differential payment would be received from State Bank.

65.  ED(Inv.) appreciated the cfforts and continued follow-up by Mr. Ansar Hussain,

Divisional Head Investment on 30" June’ 2000, il late in the night and on 31* July’
2000, which made the above payment possible.

66. After discussion the Board resolved as under:

RESOLVED: N

(1) “that the cfforts put in by Mr. J.M. Pere%ia, and Mr. Ansar Hussain, in respect of
discussion on Special Government Bonds with Ministry of Finance and realisation of
proceeds of matured bonds from State Bank of Pakistan were highly appreciated and
ED(Inv.) was requested to recommend an honorarium to be paid to Mr. J .M.Peregta, and
Mr. Ansar [Hussain, to the Chairman for approval.” *
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etion. (i) “that ED(Investment) was requested to submit to the members of the Board by
= circulation, a comparison of amount of principal, together with accrued markup thercon,

ED(Inv.

- standing in the books of account of State Life as of 30™ June’ 2000, and the actual
amount received from State Bank together with reason for the difference. In tase of
difference, ED(Investment) was requested to write a letter to the Governor and Director
State Bank of Pakistan for settlement of the differential amount.”

At (i) “that ED(Investment) was requested to inform the Board as to whether certificate of
£D(Iav.) lax exemption on Special Government Bonds w.c.f. 01-07-2000 w.e.f. has been received
or not.”
(iv) “that ED(Investment) was requested to write a letter of thanks to Mr. Ishrat Hussain
233:.) Governor State Bank of Pakistan, Mr.Yunus Khan, Seccretary Ministry of Finance
o Government of Pakistan, Mr.Qamar Baig, Secretary Ministry of Commerce Government
o of Pakistan, Mr. Farhat Saced, Dircctor, State Bank of Pakistan and Mr. Zahid Afridi, of

Ministry of Finance.”

Aniss: (v) “that ID(Investment) was requested to prepare a strategic plan for investment and
ED(fav.) present the same to the Chairman.”

Action: \// (vi) “that ED(Investment) was requested to prepare a review of Human Resources
EO{Iev.) requirement of the Investment Division.”

ITEM (3) CONSIDERATION OF PERFORMANCE EVALUATION OF
INDIVIDUAL LIFE ZONES. :
ED(ACTUARIAL) MEMORANDUM DATED: 27-04-2000.

67.  GM(Actuarial) presented before the Board a Memorandum on a study carried out
by the Actuarial Division on performance evaluation of individual life Zones. The
performance evaluation was based on a number of studies, such as business potential
determined by using 1998 census statistics and information on the bank deposit holders,
perspective of the number of pacca houses and the income of the employed population,
fh‘ ) premium income, second year and renewal persistency, expenses, number of new
business policies for the years 1996 to 1999 etc. of the respective Zone. The studics
show a huge un tapped market potential, which justifies not only to continuc with the
existing sct up, but to expand it. The untapped potential based on pacca house holders,
employed population, bank accounts with size greater than Rs.5,000 and bank accounts
size greater than Rs.10,000 was 8.4 million, 6.7 million, 6 million and 1.5 million

respectively.

68. The study envisages, that each and cvery zone has the potential having regard to the
population and economics of the area, the zone is servicing, However, their performance needs
to be improved. For this purpose, the management may consider developing a business plan
showing the requisite standard and a period for the zone to come up to the standard. Fach zone
will then have to be monitored closely to ensure that it is moving in the right direction. If it is
not up to the specified level, then appropriate action should be taken.
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69.  Special emphasis should be placed on reforming and modernizing field force who
should be aware of all the plans offered by State Life. They should be good at selling,
communication and writing skills. Effective training programs should be conducted to
impact such skills to the field force. Rules should be strictly followed to stop malpractices.
Report of previous studies with respect to achieving desired new business and persistency
targcls, ways to control expenses, training of the field force, service to the policyholders,
ways to minimize surrender/lapsations, ctc. be implemented by the Management to obiain
optimum performance. ‘

70. GM(Actuarial) submitted before the Board the following conclusion based on the study
carried out:

CONCILUSION:
a.  Hvery zone had the business potential having regard to the population and economics of
the arca the zone was servicing.

b.  The performance of most of the existing zones, however, had not been up to the mark for
the past few years, as was evident from their FYP, Persistency and expenses.

¢. A business plan was required to be developed by the management, showing the requisite
standard for each zone, and a period for cach zone to come to the standard.

d Bach zone should then be monitored closely, to see if it was moving shead in the right
direction. If it was noticed, in the annual review of the targeted zone, that it was not up to
the specified level, then appropriate corrective action should be taken.

Reports submitted to the management, with respect to achieving desired new business and
persistency targets, ways to control expenses, training of the field force, service to the
policyholders, ways to minimize surrender/lapsations, etc. be considered for
implementation of suggestions therein by the management, if they want to achieve
optimum performance.

[ There was a need to reform and modernize the field force who have to be made aware all
plans offered by State Life. Selling, communication, and writing skills of our agents also
needs to be improved. The field force should be well versed in the techniques of
identifying the type of life insurance protection required by a particular policy holder,
assessing the amount the policyholder can comfortably afford to invest and choosing the
appropriate product that best meets the policyholder’s needs. Effective training programs
should be prepared to impart such skills to the field force.

g The performance of Area Managers, should be monitored periodically by the zonal heads,
1o check if they were accomplishing the assigned quota. If they fail to achieve the assigned
quota, then appropriate corrective action should be taken.

h. A fair number of cheques pertaining to the Deccember new business are
dishonoured, which are issued by the ficld workers themselves, on behalf of the
policyholder, to achicve their first year premium targets, which was quite alarming.
The existing rules, prohibiting workers’ cheques, need to enforced strictly to stop
such a practice. Only policyholder cheques should be accepted and the signature
should be verified from the proposal form.

&
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i. Iirst year commission must be disbursed forinightly and not on a case to case basis.

Action:

{f\ ED(Act)

Action:
FD(Act)

Action:
ED(Act.)

Action:
FD(Act)

Computer Division should prepare commission statement on a fortnightly basis, to
cnsure that the practice of payment of commission on casc to case basis was stopped
and pressurc on new business was released. The lump sum amount received by the
ficld workers, after 15 days of acceptance of proposal would help in improving their
financial condition. This would also improve the quality of new business procured
by the ficld worker. The proposed commission payment method would provide
lesser opportunitics to ficld workers to utilize their commission paymenis 10 shovel
in poor quality business, especially during December. The second year and renewal
commission may continue to be paid once a month, say the 15™ of each month. The
measures described above should be implemented after taking the field into
confidence. '

j.  Regarding high expenses, cven if some zones are closed, it may not be possible to
shed employees. A more positive solution to the problem of high expense ratio is to
increase new business every year at inflation plus 5% and achieve 70-75%
persisiency. Such a straicgy would in duc course absorb excess employees and
reduce expensce ralios.

k. It is not wisc and contrary to the basic objective of State Life, to punish the people
of a district by depriving them of their insurance right if the zone was not
performing well. The objective of State Lifc is stated below:

“To widen the area of operation of life insurance and making it available to as large a.
section of the population as possible, extending it from the comparatively more
effluent sections of society to the common man in towns and villages.”

71, Afier deliberation, the Board resolved as under:

RESOLVED:

(i) “that the efforts put in by Actuarial Division in the above study was appreciated for
its cducative and informative use, that it can be put to use by the Management and the
field force.”

//(’ii) “that Actuarial Division be requested to carry out a similar study for every zone, sub

zone and sector and make recommendation to make them profitable.”

(iif) “that a copy of the report be submitied to each Regional Chief, each Zonal Head and
the Convenors of the various committees formed to study and suggest recommendations
in respect of Drafi Insurance Ordinance 2000.”

(iv) “that GM(Actuarial) be and was hereby requested to make a presentation on the
above study in the Bhurban Convention.”
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ITEM (4):  CONSIDER/REVIEW RETENTION OF FULLY QUALIFIED
ACTUARY IN THE COMPETITIVE ENVIRONMENT.
ED(ACTUARIAL) MEMORANDUM DATED: 03-07-2000.

72. I1)( Actuarial) informed the Board that actuaries, through the rigorous process of
training and passing cxams, develop a unique combination of mathematical, anatytical and
husiness skilis and their calculation and projections are the backbone of the insurance and
financial security industrics. In the current competitive environment, State Life not only
needs more actuarial personnel, but was also faced with the predicament of retaining
existing experienced and skilled actuarial personnel.

73. An Actyarial Scheme was launched by State Life in 1973 o meet the growing
need of actuarics under which brilliant and young graduates were hired as executive
officers who were required to pass the examinations of the Institute of Actuaries, UK.
The overall results of the scheme were not satisfactory and not one of these students
completed the actuarial examinations while at State Life.

74. State Lifc, in late 1985, introduced a new scheme called “Actuarial Training
Scheme™. Under this scheme, above average intermediate or GCE A-Level students are
recruited as actuarial trainees. As these trainees pass the actuarial examinations of the
Institute of Actuaries, UK or the Socicty of Actuaries, USA, they arc absorbed as regular
cmployees. On passing further examinations they are promoted to higher grades under the
*Accelerated Promotion Scheme.

75.  The above Actuarial Training Scheme has produced very satisfactory results and
trainces have made good progress, both in passing examinations and in acquiring the
techniques required for practical actuarial work. However, it may be noted that over the
years, 17 out of the 38 students recruited have already left the Corporation for privaic
companics in Pakistan, or overseas. From these 17 students, 7 qualified as Fellows of the
Society of Actuaries, USA. It may be pertinent to mention here that 2 out of these 7
Fcllows, actually qualified while being in State Life, but resigned due to higher
remuncration offercd by the private life insurance companies. If these qualified actuarics
had remained with State Life, the Corporation would be reaping tremendous benefits.

76. ED(Actuarial) informed the Board, that in order to retain or hire actuaries, State Life
would have to offer a substantially increased gross salary alongwith fringe benefits to be
competitively attractive. State Lifc was presently offering the post of Assistant General
Manager, with a gross remuneration of around Rs.46,000 per month to a newly qualified
actuary, which falls short of the remuneration, being offered by other life insurance companies
in Pakistan who are offering a package of Rs.100,000 plus per month with a company
maintained car (at least 1300 cc). Private companies extend an important managerial position to
fully qualified actuaries allowing them to participate in executive decisions.

4 In the light of the above, the following recommendations for retaining and hiring fully
qualified actuaries, were submitted to the Board of Directors, for their consideration and
approval.
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Action:
ED{Act)

Recommendation I: It was proposed, that new actuarial students from now onwards be
required, to execute a bond, that they would serve State Life for a period of at least five years,
after qualifying as a Fellow. In case, they leave State Life before this period of five years or they
leave before qualifying, all money paid to these students as a subsidy for examination fee, cost
of books should be refunded.

ok YV
Recommended I: The demand for actuarially skilled personnel in Pakistan has increased

manifold and we are losing our trained actuarial personnel to private companies. The only way
to cope, with the problem of retaining or hiring fully qualified actuaries, was to increase their
financial emoluments to a level, that was in line with those offered by, private companies.
Further, State Life should strive to create an environment, which was conducive to make
actuaries consider working for, State Life for a long time.

78. It was, therefore, recommended that a speéial pay of Rs.25,000 and a company
maintained car be offered to fully qualified actuaries, over and above what State Life was

/

presently offering them.

79, The effect of this recommendation on, say an AGM, would be as follows:

Basic Rs. 7,867
IIouse Rent Rs. 5,900
House Maintenance Rs. 393
Entertainment Rs. 2,069
Petrol(120 litres) Rs. 3,540
Telephone(300 calls) Rs. 861
Technical Allowance Rs.22,500
Special Pay Rs.25,000

House Rent on special pay  Rs.18,750
House Mnt. On special pay  Rs. 1,250
Total Rs.88,130

80.  After deliberation, it was resolved as under:

RESOLVED:
“that ED(Actuarial) re-examine the above proposal and submit a revised recommendation to the

Board at its next meeting for consideration and necessary approval taking into account the
following;

a. maximum time period of six years be kept for qualifying as Fellows afier which
the trainees would not be considered as students and would not be entitled io

two half days study leave during the week, subsidy of examination fee and
books,

b. a suitably worded bond be executed to ensure as far as possible that those taken
in to the scheme are not able to leave State Life until an appropriate minimum
period of service including but not limited to at least 5 ycars afler qualifying as
Fellows.

¢. costof providing a feased 1000 cc car be included in the proposal.”
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