STATE LIFE race No 1971

INSURANCE CORPORATION OF PAKISTAN
MINUTES OF 1615" MEETING OF THE BOARD OF DIRECTORS

DIRECTORS HELD AT ON TIME i

MINUTE BOOK KARACITI 29" JUNY, 2001

CONFIDENTIAL AND RESTRICTED

‘The one hundred and  sixty first (1617 ) Meeting of the Board of Directors ol
State 1ife Insurance Corporation of Pakistan was held on 29™ June, 2001 at 3:00 p.m., al
Board Room Stale ©ife Building No.9, Principal Oflice, Karachi.

PRESKENT:

1. Mr. ‘Sam(c--ul-l.lasan Chairman

2. Mr. Azhar Ali Malik Direclor

3. Mr. Bashir Ahmed Divector

4, Mv, Nessar Ahmad Director

5. Mr. Mubammat Sharif ljaz Ghauri Director

6. Mr. Umar Ata Bandial Director

7. Air Marshal (Reld.) Sharbat A. Changazi  Direclor

8. Mr. Akbar Ali Hussain Board Secvetary

2. A letler dated May 19, 2001 was received from Mrs. Spenta Kandawalla, Dicector,
informing the Board that since she would be out of the country until August 27, 2001, she
would not be able to attend any mecting of the Board of Directors during that period. The
Board granied her leave of absence.

3. The mecling, was also attended by Mr. M. Saced. Akhtar, Mr. Rasool Rakhsh
Baloch, and Mr.Mohammad Latif, Executive Dircctors at the invilation of the DBoard.

4. The Chaiman extended a warm welcome to Mr. Muhammad Sharil Ljaz CGhauri,
Senior Joinl Scerclary, Ministry of Commerce, who was appointed 1o the Board by
Notification Mo 3(10)/98-1us T dated: 11" June' 2001 issued by Ministry of Comimgerce, in
- partial modification of Ministry of Commerce carlier Notilicalion No.11(25)/2000-Ins.11,
dated: 28" July' 2000, and was confident that Inshallah his presence on the Board would
contribute to the guality of decisions.

3 The Chairman on behall of the Boatd and on his beball expressed appreciation of
the services rendered by Mr. Salia Igbal, Joint Secretary, Ministry of Commerce as
Dircctor of Slate Lile and wished him all the best in his [uture endecavours. Mr. Salim
Igbal has been translerred and  posted  as Deputly Managiog Dircctor ol Pakistan ‘Tourism
Development Corporation The following resolution was approved by the Board.

RESOLVIED:

Action: "that the Board expressed appreciation of the services rendered by Mr. Salim Jgbal, Joini
Chairmman Secretary, Ministry of Cominerce as Director of Stale Lile and wished him all the best in
his fulure endeavours.™

I'TIEM (1) CONFIRMATION OF MINUTES OF 160" MEKTING O THE CHAIAMAN'S

INITIALS

BOARD OF DIRECTORS HELD ON 28" APRIL 2001

G. The minutes of the 160" Meeting of the Board of Dircctors held on 28" April

2001 were placed before the Board.
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Resolution (xvi) in Para 11 of Iem No. 4.A on page 1959 of the minutes of the 160™
Meeting of the Board of Directors held on 20™ April 2001 be amended as [ollows:

7. The Chairman proposed that the words "unless a suitable person can lm found" be
incorporated afier the word "vacant™ in the above resolution passed al the 160™ Mecting of
the Board which was agreed to by the Board. The resolution would now read as follows:

"that the proposal of keeping one post of Iixecutive Director, with the portlolic of
Action: 21 ey . 2 ; .
Enracsy | Individual Life Marketing, and Field Manpower Development vacant, unless a suilable
person can be found, be and was hereby approved.”

b Mr. Bashir Ahmed proposed and Air Marshal (Retd.) Sharbat A Changaz,
sceonded that the mimutes be confirmed with the above amendment.

Accordingly, it was resolved as under:
RESOLVIED:

“hat the Minutes of the 160™ Mecting, ol the Board of Dircctors held on 28" April, 2001
be and were hereby confirmed with the above amendinent.”

M (2) RATIFICATION OF MINUTES OF 2(»3'_“’ MEKCTING QF THE
EXECUTTYE COMMITTEE HELD ON 10" APRIL 2001

9 ‘The Minutes of the 263" Mecting of the lixccutive Commitlce held on 10™ April,
2001 was placed before the Board for ratilication.

Accordingly, il was resolved as under:

RESOLVILL:

- "that the Minutes and decisions laken in the 263™ meeting of the Exceutive Commitlee
held on 10" April, 2001 be and was hereby ralified.” '

ITEM (3) CONSIDER/APPROVE AUDITED ACCOUNTS FOR THE VEAR
ENDED DECEMBER 31, 2000 TOGETTIER WITHE AUDITORS
REPOIRTTERIEON,
lixceutive Ditcctor(B&A)'s Memorandum dated 23 Junc. 2001

10. LI(B&A) presented belore the Board as required under Article 30 of the 1 ll(‘
Insurance (Nationalization) Order, 1972 for approval, the audited Balance Sheel as al 31
December, 2000 and revenue accounts, profit and loss account, profit and loss
appropriation account and cash {low statement for the year ended }I'” December, 2000
alongwih notes to the accounts and the auditor reports thereon which were audllul by a CHAIRMAN'S
pancl of Auditors namely: M/s. Yousul Adil Saleem & Co., Chartered  Accountants, INITIALS
Karachi: Mis. Tascer 1adi Khalid & Co., Charlered Accountants, karachi; M/s. Riaz
Ahmad & Co., Chartered Accountants, 1ahore and M/s. Aslam Malik & Co., Chartered
Accountants, 1.ahore lor approval. The accounts of the Corporation at UAL were audited
by M/s. Sajjad Haider & Co., Chartered Accountants, Dubai(UATL).
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| Fetter No.19-58/2044 dated Junc 23, 2001 of the auditors addressed (o the Board

Action:
KD(B&A)

Action:
ED(B&A)

ol Dircetors of State Life Insurance Corporation of Pakistan was also placed belore the
Board which was noled. The letter contained the view point of the auditors in respect of
the following -

a)  Responsibilitics of the auditors and the Board of Dircclors in relation o the
financial stalements

b) Liabilitics for employees compensated absences and employees post retircment
medical benelits

¢)  Actuarial valuation nl life insurance lund

d) Timely preparation of linancial statcments

¢)  Investment in house propertly

[)  Disclosurcs required by international accounting standards

p)  Rale ol charpe of depreciation

) Recognition of premium income

1} National accidental death insurance scheme

0 Obsurvadion on audil of Southern Region

12. In response fo a query reparding not providing for fabilities for compensaled
abscnces and post retitement medical benelits amounting, (o Rs.434.840 wiflion and
Rs.433.85) mullion respectively in (he financial statements, ED(B3&A) mentioned that 1AS

19 docs not apply to the Corporation but this disclosure has been made for the sake of

good order. TAS 19 applies only fo listed companics. An application would be filed in due
course with the tax authoritics for allowing a special contribution (o the pension fund fo
mect the short fall thercin, and on approval of this application, the special contribution
would be paid to the Pension I'und and debited to the Life Fund/Statutory I'und.

13. The Board appreciated the hard work of the Officers and Stall of B&A Division to
ensure tmely completion and audit of accounts cnabling (he Corporation to meel the dead
line prescribed by the Insurance Ordinance 2000.

Adler discussion, the Board resolved as under:

RESOLVIED:

(i) "that the audited linancial statements for the year ended December 31, 2000 together
with auditors reports and the notes thereon presented for consideration and approval of the
Board be and was hereby approved.”

(i) "that the lollowing items listed in the letter of the auditors (o the Board of Direclors in
respeet of the accounts for the year ended 2000 and as proposed by B&A Division be and
were hereby approved:-

Rupees in "000"

Investments made during the year

& Pakistan Investiment Bonds 4,508,000
Sale/Transler of Federal Investment Bonds 730,125

FVixed Capital expenditure:
* Addition to House Propettics 00,055
Addition to Iixed Assets other than ouse Properties 6.1760

E

CHAIRMAN'S
INITIALS
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Amount chatged to revenue account in respect of:

* Proviston for Diuntnution in value ol investments/provision for bad debts
* Against unquoted and de-listed shares 63,300
* Tolding in subsidiaty companies 13,800
- Against the amount receivable from Privatization Commission 4100
* Provision for gratuity and pension 57,222
* Voluntary Retirement Sepatation Scheme 759,501
x Premium written ofl 163,067
* Agent balances reversed 60,965
* Elecuicity, Gas, Waler & Parking Charges recoverable from tenants
- outstanding [or mote then 6 months written ol 9,384
(
(iii) "that Mr. Azhar Malik and Mr. Nessar Ahmed be and were hereby authorized (o sign
/;;)':;;';; x5 alongwith the Chairman and the Divisional Head (B&A), the annual accounts for the year
2000."
(iv) "that the recommendation of the auditors that the Corporation should in future adopt
‘E‘;)‘("I’;:&A) a policy of making adequate provision for claims incurred but not reported either based on
an actuarial valuation or on past experience of such claims be and was hereby approved
and EID(B&A) wasg instructed Lo ensure compliance."”
(v) "that the recommendation of the auditors that the Corporation should carry oul a
Action: detailed exercise to scrutinise long outstanding, balances to ascertain whether these long
EDB&A) outstanding asscls are slill realisable and liabilities appearing since considerable period of
time are still obligations of the Corporation to reflect the correctness of assets and liabilitics
we and was hereby approved.
Action: (vi) "that EIXB&A) was requested to submit a detailed report to the Board on reversal of
ED(B&A) Rs.60.965 million debited to Agents Balances and credited o Group Premium Income and
Y increase in liability arising there from on account of profit commission payable in Group

Lile portfolio."

I'TEM (4) CONSIDER/APPROVE ACTUARIAL VALUATION AS AT 315"
DECEMBER 2000 AND RECOMMENDATION OF BONUS TO
POLICYHOLDERS FOR TIHE YEARS 1999 & 2000.

General Manager(Actuarial)'s Memorandum dated 23" June, 2001.

14 General Manager (Actuarial) presented belote the Board a Memorandum of Actuarial
valuation as at 31" December 2000 and recommendation of bonus to policyholders for the
yeats 1999 & 2000 excluding UK Pound Sterling business. ‘I'he actuarial valuation of State
Life's UK Pound Sterling Business is to be carried out by the Appointed Actuary of State 1.ifc
UK Branch, which has not yet been completed. The 2000 Actuarial Valuation is based on
audited balance sheet as at 31% December’ 2000 and revenue account for the year ended on that
date.

CHAIRMAN'S
INITIALS

15. According to the Insurance Ordinance, 2000, an insuter catrying on the business ol lile
insurance is required to maintain a sharcholders” fund, and separate statutory funds according to
the classes ol business written by the insurer. All life insurance funds, maintained under the
repealed Insurance Act, 1938, are tequired to be converted into statutory funds by 317
December 2001, The Corporation had not converted the life fund into stalutory funds as on the
valuation date.  Accordingly, the valuation has been carried out based on the life fund being
maintained by the Corporation under the repealed Inswance Act, 1938. -
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As a result ol Actuarial Valuation, the position is as Lollows:-

(A)  LIFE FUND & SURPLUS
(in Rs.000's)
1998 2000*

Lile IF'und as per Balance Shecet 55,459,575 08,108,579
I.ess Policy liabilitics by Actuarial Valuation 494347779 58,627,976
Surplus 6,024,796 9,480,603
LLess 2.5% Lo Sharcholders 155,775 242,418
Balance available for policyholders 5,809,021 9,238,185
1.ess Cost of recommended bonuses 5,802,810 9,204,708

Carried forward, being reserved for policyholders 6,211

33,478

*UK Pound Sterling business, consisting ol only 48 policics in force, is excluded.

General Manager(Acluarial) submitted the following conclusions arising oul ol the study
carried out for Actuarial Valuation as at 31" December 2000:-

(a) Trend ol yield on life fund during the intet-valuation period compared with the last
valuation.
Year Yicld % Ycar Yicld %
1997 13.0 1999 15.35
1998 11.9 2000 12.83
(b) Trend of renewal expense ratio during the inter-valuation period compated with the last
valuation.
Year Renewal expense ratio % Year Renewal expense ratio%
1997 38.86 1999 44.80
1998 56.23 (39.0)* 2000 5734 (40.60)**
*if the provision for pension and gratuily made is excluded
i the VRSS expense is excluded
(©) Tolal number of individual life policies, sum assured and ollice premium in foree as on

31" December 2000 compared with in [oree as on 31™ December 1998:

31" December 1998 31" December 2000*

No. of policies 2,033,388 1,878,091
Sum Assured 109,924,138,698 105,524,779,714
Office Premium 6,339,899,849 6,001,069,664

* UK Pound Sterling business, consisting ol only 48 policies in (oree, is excluded

(D Provided the actual experience on investment income and mortalily remains lavourable,
and provided expenses are controlled, the terms on which ordinary individual new business is
currently being written are not likely to impair the bonus earning power.

General Manager(Actuarial) informed the Board that in the absence of any specific

rules/regulations under the Insurance Ordinance, 2000, the valuation basis followed was as
laid down by the Controller of Insurance, under the repealed Insurance Act, 1938.

CHAIRMAN'S
INITIALS




Action:
GM(AcL)

Action:
N GM(Act.)/
DI(PHS)

Division (o cnsurce timely completion of valuation report enabling the Corporation to mecl
the dead line of the Insurance Ordinance 2000.

Aller deliberation on the recommendations made by the General Manager(Actuanal), it
was resolved as undcer:

RESOLVED:

(i) "that the Chairman, Mr. Bashir Ahmed, Director and Mr. Muhammad Sharil ljaz
Ghauri, Dircetor be and were hereby authorized Lo sign the Valuation Report alongwith
the Appointed Actuary to be submitted to SECP.

(i) "that the Memorandum  of  GM(Acl.) regarding acluarial  valuation and
recommendation of bonus Lo policyholders be and was hereby approved as follows:-

(13) BONUS FOR PAKISTAN RUPEE BUSINIESS

I. Whole Life and Endowments

FFor with prolits policies in force for the full sum assured:

a) Reversionary bonusces per thousand sum assurced per annum

1997 & 1998 1999 & 2000

For First Five From 6™ Policy Kor First Five  From 6™ Policy

Policy Years  Year Onwards Policy Years  Year Onwards
Whole Lile Rs.54 Rs.91 Rs.56 Rs.98
Lndowments
20 years and over  Rs.46 Rs.83 Rs.48 Rs.90
1510 19 years . Rs.33 Rs.70 Rs.35 Rs.77
inclusive
14 years and less Rs. 18 Rs.55 Rs.20 Rs.62

b) Terminal Bonuses will be paid on claims by death or maturity in 2001, where more than
10 years' ptemiums have been paid. The rate will be Rs 30 per thousand sum assuwred for cach
year's premium paid in excess ol 10 years subject to maximum of Rs. 600 per thousand sum
assured (Same as 1998 valuation).

¢)  Special Terminal Bonuses will be paid on claims by maturity in 2001 where a FAMILY
INCOMIE BENEITT rider is in foree at maturity, and has been in force for more than 10 years.
'The rate will be Rs 10 per thousand basic sum assured under the policy for cach year in excess
of 10 years that the I'IB rider has been in foree, subject to a maximum of Rs 200 per thousand
basic sum assured (Same as 1998 valuation).

NOTE: Terminal and Special Terminal bonuses are especially sensitive to the future sutplus
of State Lile. Hence no indication can or should be given of Terminal and Special “I'erminal
bonuses, 1/ any, which may be allowed on maturities or death claims aller 2001.

d) Interim bonuses will be allowed (il the next valuation, al the rales as mentioned in 1 (a) -

above, subject Lo ‘D’ below.

STATE LIFE PAENO 1976
INSURANCE CORPORATION OF PAKISTAN
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16. The Board appreciated the hard work of the Oflicers and Stall” ol Actuarial

CHAIRMAN'S
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1I.  Anticipated Endowments

For with profits Anticipated lindowments/ Three Stage/ Three Payment policies of
whatcver type in force for the full sum assured:

a) Reversionary bonuses per thousand sum assured per annum

1997 & 1998 1999 & 2000
i For Virst Five I'rom 6™ Policy For First Five ¥rom 6" Policy
! Policy Years Year Onwards Policy Years  Year Onwards
20 years and over Rs.33 Rs.58 Rs.35 IRs.65
VY 15to19 years inclusive  Rs.23 Rs.48 Rs.25 Rs.55
14 years and less Rs.17 Rs.42 Rs.19 Rs.4Y

b) They will not get Terminal bonuses.

¢) ‘They will get Special Terminal bonuses in FAMILY INCOMLE BENELTI rider cascs,
as mentioned in L.(¢) above. The Special Terminal bonuses will be calculated on (he basic
sumn assurcd undcer the policy, and not on the residual survival benelit.

d) If the policyholder lets a Survival Benefit remain with Slate Lile, a Special
Reversionary Bonus will be added six months after the due date of the Survival Benelit.
For Survival Bencfits falling duc in 2001 which the policyholder opts to leave, Special
Reversionary Bonuses will be allowed as follows (The figures within brackets indicale the
previous rates, applicable to Survival Benefits which fell due in 1999 and 2000):

i’criod between Special Reversionary  Period between Special Reversionary

Survival _Bunus per Rs 1,000 Survival bonus per Rs 1,000

» Benefit due date Survival Benefit Benelit due date Survival Benelit
€ and maturity date and maturity date

20 years Rs 3,165 (Rs 3,165) 9 years Rs 1,005 (Rs 1,005)

18 Rs 2,765 (Rs 2,765) 8 Rs 845 (Rs 845)

16 Rs 2,350 (Rs2,350) 7 Rs 695 (Rs 695)

14 Rs 1,940 (133 1,940) 6 Rs 555 (Rs 555)

12 Rs 1,545 (IRs 1,545) 5 Rs 420 (Rs 420)

10 Rs 1,175 (Rs 1,175) 4 Rs 300 (Rs 300)

"CHAIRMAN'S
INITIALS

¢) Interim bonuses will be allowed Ll the next valuation, at the rales as mentioned in 1L (a)
above, subject Lo ‘1) below.
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1. Suneliri (table 73), Shehnai (table 77) & Super policies (tuble 72)

Bonuses under these policies are payable on Adjusted Opening Cash Value afler the policy
has acquired an Adjusted Opening Cash Value. Bonuses will be credited at the end of the
Policy Year. Rate of Bonuscs will be Rs. 125 per thousand per annum of the Adjusted
Opening Cash Value afler the policy has acquired an Adjusted Opening Cash Valuc.
These bonuses will be payable when the Cash Value under the policy is payable. These
bonuses will not be payable on Minimum Guarantced Surrender Valuc.

1 The bonus rate mentioned above will be allowed (ill the next valuation.

Reversionary, T'erminal, Millennium or any other bonuses recommended as a result of this
valuation, will not be payable under these policies. Howcever, bonus mentioncd under VII
below, il applicable, will be allowed.

F.

1V, Personal Pension Scheme (Table 71):

Bonuses under Personal Pension Scheme, where “Pension” is being paid, will be allowed
on the Pension payment. Pension payments will be increased by 8.0% from the policy
anniversarics falling in the year 2001.

The bonus rate mentioned above will be allowed till the next valuation.

Reversionary, T'erminal, Millennium or any other bonuses recommended as a result ol this
valuation, will not be payable under these policics.

V. Specilicd Major Surgical Benefit:

Specificd Major Surgical Benelit was announced for the first time in 1992 valuation. This
benefit has been retained in 2000 valuation. ‘The maximum benelit has been enhanced
from Rs. 100,000 to Rs. 250,000. This benelit is available to all with-prolit policics, which
have been and are it full force for at least five complete policy years as at 31™ December
2000. Under such policics, if the life assured undergoces specificd major surgery during the
inter-valuation period 1% January 2001 to 31" December 2001 on account of a specilied
dread disease, the Corporation would pay 50% of the survival benelit, subject to a
maximum payment of Rs. 250,000/-. The amount payable will be adjusted against (uture
payments under the policy such as survival benelits, maturity or dcath claims. Details arc
given in Annexure "A" to the Minutes.

YL Millennium Bonus

All with-prolits policies in force for the full sum assured as at 31 December 2000 will
receive Millennium Bonus . This is just a one time bonus, The rate ol this bonus will be
Rs 51 per thousand sum assurcd.

The cash valuc of Millennium Bonus will be payable on an in force policy if the following

3 . a CHAIRMAN'S
two conditions have been fulfilled:

- INITIALS
1) ‘The policyholder has actually paid at least five (ull years’ premiums
i) ‘The policy has completed at least five policy years

Iowever, in casc of a death claim, these conditions will be waived and the Millennium
Bonus will be payable.
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The policyholder will actually have to pay in 2001 the renewal premium due in 2001 in
order Lo receive this one time Millennium Bonus.  However, this condition of payment of
premium will be waived for policics terminating in 2001 by death or maturily.

“Actual Payment” means payment in cash/ pay order/ bank drafl/ cheque alier it has been
realized but excludes premium advanced under Automaltic Premium Loan (APL) option.

V1. Family Income Benelits where the lile assured has dicd

I'amily Income Benclit to heirs or nominees of the deceased life assured will be increased
from policy anniversarics in the year 2002, under with profits policics, as [ollows:

Ycar of Life Assured's death Increase
1999 or catlicr 15.0%
2000 7.5%

Note: The pereentage increase will be allowed on the “actual present benefit including,
any increase ol 15% or 7.5% made on policy anniversarics in the year 2000”.

Vill. East West Mutual elc.

Policics issued by the East West Mutual, Grand Mutual, 1.G I, Pakistan Mutual, Standard
and Union Insurance and former Last Pakistani companies will not get I'erminal Bonus,
Special ‘T'erminal Bonuses or Specificd Major Surgical Benefit.

C. BONUS RECOMMENDATION - FOREIGN CURRENCY POLICIES

I. UK PPolicies expressed in ’ound Sterling

As mentioned carlier, the Appointed Actuary of State Lile’s UK branch has not as yet
cartied out the actuarial valuation of UK Pound Sterling business and has, thercfore, not
recommended any bonuscs.

l] Policies expressed in US Dollar and Dirham

The U.AL. law requires Acluarial Valuation to be carried out every three years. Last
Actuarial Valuation was carricd out as at 31™ December 1998. The next valuation is duc
on 31" December 2001. Accordingly, no bonus rates have been recommended as a result
of this valuation to policies issued in U.S. Dollar and U.A L. Ditham. However, inferim
bonuses will be paid on these policies at the rates as announced in 1998 valuation.

D. NO CASU VALUE OF BONUSES UNTIL THREE YEARS PREMIUM UAVE BEEN PALD

The Cash Value of Reversionary Bonuses will be payable on an in force policy if at least onc of’
the following two conditions has been f[ulfilled:

1) The policyholder has actually paid at least three full years™ premiums

i) The policy has completed at least three policy years
However, in case of a death ¢laim, this condition will be waived and all bonuses whether
declared or interim will be payable. Also, in the case of a death claim in the first three policy

years, where the premiums are in arrears, in order to determine whether the policy could have
been kept in foree, cash values of bonuses will be taken into account,

“Actual Payment” means payment in cash/ pay order/ bank drafl/ cheque afler it has been
rcalized. :

Cash Value ol Millenium Bonus is payable as mentioned in pata 13 (VL) above.

CHAIRMAN'S
INITIALS
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ITEM (5) CONSIDER/APPROVE APPOINTMENT OF STATUTORY AUDITORS
OF THE CORPORATION AND THEIR REMUNERATION FOR TLIE
YEAR 2001,
Executive Director(B&A)'s Memorandum dated 22" June, 2001

17. The Board of Direclors at its 156™ meeting held on 7% October, 2000 approved the
constitution of Board Audit Committee comprising of Mr. Bashir Ahmed, Director as
Chairman and Mr. Azhar Ali Malik, Mr. Nessar Ahmad and Mr., Umar Ata Bandial,
Directors as Members.

18. One of the functions of the Board Audit Commiltee regarding external audit
approved by the Board is (a) to devise for Board approval, a procedure for sclecting the
external auditors under Article 28 of LINO which should also be in conformity with any
applicable provisions of the Insurance Ordinance, 2000 and (b) afler approval of the
procedure by the Board, to recommend auditors and their remuneration (o the Board. 'T'he
views of the Corporation’s Budget & Accounts Division would be obtained belore
finalizing, its rccommendations in respect by the external auditors for any year. The above
procedure is applicable Lo the appointment of auditors for the year 2001 and later.

19. In the 2™ meeting of the Board Audit Commillee, held on 26" January, 2001, it
was decided as under:

a)  That for the year 2001 and aflerwards, the audit of the Corporation will be carried

out by a panel of two audit firms who will act as joint auditors and that, both of

them will sign the audit report.

b)  That the B&A Division be and was hereby instructed to submit in the next
meeting of the Board Audit Committee technically pre-qualified list of 10 top
[iems of Chartered Accountants together with the proposed panel of auditors and
suggested audit fee and out of pocket expenses for the year 2001. The calling of
quotation was not necessary.

¢)  That the panel of firms of Chartered Accountants be rotated by adopting the
principle of staggering i.e. out of the two, one is changed aller two/three years.

d)  That the auditors should discuss the scope of audit and audit plans with the
management before the start of the annual audit.

20. Section 28 of the Life Insurance Nationalization Order, 1972 states that the
accounts of the Corporation shall be audited by auditors duly qualificd 1o act as auditors of
companies under the law for the time being in force relating to companies, and that the
auditors shall be appointed by the Corporation with the previous approval of the Central
Government and shall reccive such remuneration from the Corporation as the Central
Govemnment may fix.

21. Section 48 of the Insurance Ordinance, 2000 states that every msurer shall appoint
an auditor who shall be (a) approved by the Security & Iixchange Commission of Pakistan
(SECP) as qualified 1o perform audits of insurance companics and (b) authorized under
the Companies Ordinance, 1984 to perform audits of public companics.

22, Malter was discussed in the 3™ meeling of the Board Audit Commitice, held on

13" April, 2001 and it was decided that Budget & Accounts Division be instructed (o -

present Lo the Board Audit Commiltee in its next meeting, a memorandum with regard (o
the proposal for appointment of Statutory Auditors for the year 2001 for ils consideration
and recommendation (o the Board of Directors afler taking up the matter with SECD.

CHAIRMAN'S
INITIALS
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23. B&A Division had written a letter to SECP to provide State Life a list of auditors
approved by the Commission. The SECP was also requested that if the list has not yet
been approved, the Corporation may be allowed for the time being, to use the "A"
Category list of audit firms approved by State Bank of Pakistan for the audit of
Banks/NB3LIs having total assets above Rs.50 billion or having 100 or more branches. The
reply to State Life's letler is awaited. :

24. The list of auditors placed in Category "A" as finalized by State Bank of Pakistan
under Banking Companics Ordinance, 1962 comprises of the following firms of Chartered
Accountants:

a) M/s. A. F. Ferguson & Co, Karachi

— b) M/s. Anjum, Asim Shahid & Co., Lahore

‘ c) M/s. Avais Hyder Zaman Rizwani, Karachi
d) M/s. Iibrahim & Co., Karachi
¢) M/s. Husgsain Rehman, Karachi

) M/s. Hyder Bhimji & Co., Karachi

2) M/s. llyas Saced & Co., Lahore

h) M/s. M. Yousuf Adil Saleem & Co., Karachi
1) M/s. Munill’ Ziauddin & Co., Karachi

i) M/s. Rahim Iybal Rafiq & Co., Karachi

k) M/s. Riaz Ahmad & Co., Lahore

1) M/s. Taseer Hadi Khalid & Co., Karachi

The present panel of audilors engaged in carrying out audit of the books of
accounts of the Corporation for the year ended 31™ December, 2000 is as under:

Name of Firm Engaged since
M/s. M. Yousufl Adil Saleem & Co., Karachi 1996
M/s. Taseer Hadi Khalid & Co., Karachi 1999
M/s. Riaz Ahmad & Co., Lahore 1999
(" M/s. Aslam Malik & Co., Lahore 1999
25. The above firms of Chartered Accountants on the panel of State Life for the yecar

2000, with the exceplion of M/s. Aslam Malik & Co., are included in "A" Calegory list of
auditors approved by State Bank of Pakistan. M/s. Yousuf Adil Saleem & Co. will be
completing its term of 5 years audit of the Corporation with the finalization of annual
accounts for the year 2000. Thus out of existing four firms of auditors, two firms are lefl
i.e. M/s. Taseer ladi Khalid & Co., and M/s. Riaz Ahmed & Co, which can be
considered for appointment as auditors for the year 2001 as well and these are also
included in "A" Category list of State Bank of Pakistan.

Accordingly, B&A Division proposed (o the Board Audit Committee as (ollows:-

a) that M/s. Taseer Hadi Khalid & Co., Karachi and M/s. Riaz Ahmed & Co.,

Lahore be recommended by Board Audit Commiltee to the Board for approval

as joint auditors for the year 2001. CHAIRMAN'S

INITIALS
b) that the total audit fee and total out of pocket cxpenses for these two firms may _—E

be considered and recommended to the Board for approval at the same level as —_—
was for the year 2000 i.e. Rs.1,000,000/- and Rs.600,000/- respectively for the -
four firms. This fee is being proposed with the assumption that audit of all the
zones/accounting centres of the Corporation as was being done previously, will
be carried out by the two firms, being appointed as joint auditors.
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Action:
ED(B&A)

Action:
ED(B&A)

Action:
//-\_ ED(B&A)

Action:
ED(B&A)

¢) that for the audit of accounts of the Corporation in respect of business operations
at UAL, Kuwait and Saudi Arabia, the present statutory auditors (or the year
2000 ie. M/s. Sajjad Haider & Co., Dubai (UAE) be considered and
recommended as auditors for the year 2001. M/s. Sajjad Haider & Co., Dubai
(UAL) were re-appointed as auditor for the year 2000 after a gap ol two years. In
addition to performance of statutory audit, M/s. Sajjad Haider & Co., have also
been assigned the job of Internal Audit at Dubai office, who have deputed
exclusively separate stall {or internal audit assignment.

d) that the audit fce and out of pocket expenses for UAL auditors may be kept at
the same level as was for the year 2000 i.c. 1Dh.20,000/~ and 1Dh.5,000/-
respectively.

26. The Chairman of the Board Audit Commitice, Mr. Bashir Abmed, informed the
Board that the above proposals were approved at the BAC Meeting held in the moming of
29" June, 2001, and accordingly he recommended their acceplance by the Board.

Aller deliberation, the Board resolved as under:

(1)"that as recommended by the Board Audit Committee, the appointment of M/s. Taseer 1ladi
Khalid & Co, Chartered Accountants and M/s. Riaz Ahmad & Co., Chartered Accountants as
Statutory Auditors of State Life for audit of accounts of business within Pakistan for the year
ending 31™ December, 2001 at an audit fee of Rs. 1,000,000 and out of pocket expenses of
Rs.600,000 respectively be and was hereby approved subject to final approval by Federal
Government under Article 28 of the Life Insurance (Nationalization) Order 1972, The total fee
and out of pocket expenses are the same as were for the year 2000."

(i1)"that the audit of all the Zones/Accounting centres of the Corporation as was being done
previously will be carried out by the two firms being appointed as Joint Auditors."

(i11) "that the appointment of M/s. Sajjad Haider & Co., Chartered Accountants, IDubai(lJAFE)
as Statutory Auditors of the Corporation for audit of accounts of State Life Offices in UAL,
Kuwait and Saudi Arabia for the year ending 31" December, 2001 at an audit fee ol DI:
20,000 and out of pocket expenses of DIT:5,000 respectively be and was hereby approved. The
total fee and out of pockel expenses have been kept the same as were for the year 2000."

(tv) "that the above audit firms would discuss the audit plan with the Management belore
finalizing the same."

ITEM (6) CONSIDER/APPROVE PROPOSAL 'OR DESIGNATING
MR.MUIHHAMMAD MAZHARUDDIN, GENERAL MANAGER
(ACTUARIAL) AS THE APPOINTED ACTUARY IN TERMS OF
SECTION 26 QF TLLE INSURANCE ORDINANCE 2000,
lixecutive Director(P&GS)'s Memorandum dated 21% June, 2001

27. ED(P&GS) presented before the Board a Memorandum — for designating M.
Muhammad Mazharuddin, General Manager(Actuarial) as the Appointed Actuaty as per
requirement of Section 26 of the Insurance Ordinance 2000.

28. Under Section 26 of the Insurance Ordinance 2000 every life insurer is required Lo
appoint an Actuary as ils appointed actuary. 'T'he responsibilities of the Appointed Actuarics are
given in Section 27 of the Insurance Ordinance 2000. His duties are defined in Sections
6(8)(d), 6(8)(e). 16(5), V1(7), 21(3), 21(4), 22(10), 23(5), 23(6), 23(10), 24, 26, 2, 48(2)(d),
50, 51(3), 52(2)(a), 52(2)(b), 61(2), 89(3) and 92(5)(b) of the Insurance Ordinance 2000.

CHAIAMAN'S
INITIALS
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29. There is an acute shortage of actuaries in the market. If we hire one for the job, his

demand for remuneration would be too much. The other Life Insurance Companics are
already paying Lo the actuaries very high raies.

30. Mr. M. Mazharuddin, General Manager, Actuarial Division is the only qualificd
' Actuary working in the Corporation. He is a Fellow of the Institute of Actuarics, I.ondon
and an Associale ol the Sociely of Actuarics, USA. In addition he has attended many
seminars abroad cspecially aimed at Appointed Actuaries. He is due to rtetire on q"
December 2002.

31. ED(P&GS) proposed that he may be designated as an Appointed Acluary under
Section 26 of the Insurance Ordinance 2000 ill 4™ December, 2002. In addition Lo his
O responsibilities as General Manager Actuarial Division, he will perform the duties of the
appointed Actuary. In view of his qualifications, experience and nature of additional dulics,
he may be paid an Appointed Actuary Allowance of Rs.20,000/- per month.

Aller deliberation, the Board resolved as under:

RESOLVED:

P "that the proposal that Mr. Mohammad Mazha.ruddin be dcsigm:l:cd as an Appuinlc:d
Epracs) | Actuary under Section 26 of the Insurance Ordinance 2000 tll 4™ December, 2002 in
addition to his responsibilitics as General Manager Actuarial Division and that in view of
his qualifications, experience and nature of additional duties, he may be paid an Appointed
Actuary Allowance of Rs.20,000/- per month be and was hereby approved.”

I'TEM (7) CONSIDER/APPROVE PROPOSAL OF BONUS TO OFFICERS
FOR 'THE YEAR 2000.
Executive Dircctor(P&GS)'s Memorandum dated 15" June, 2001

32. ED(P&GS) presented before the Board a Memorandum  for approval of payment
of bonus to oflicers for the year 2000. The annual budgel for the ycar 2001 has the
provision of bonus to oflicers for the year 2000.

33. The audited annual accounts for the year 2000 together with Auditors' Report
thercon are being submitted as a separate agenda item for approval of the Board.

34. ED(P&GS) presented before the Board the details of bonus paid to the officers for
the year 1999 and the current monthly basic pay of oflicers afler salary revision which was
as follows:-

i Total cost of bonuses to officers for the year
1999 which was paid @ 2 basic pay per oflicer. Rs.25,679,763

. Current basic salaries of officers afler
Salary revision (as at 31-12-2000). Rs.16,577,980 CHAIRMAN'S
INITIALS
. Total basic salarics of oflicers after VRSS but
Before salary revision as on 31-12-2000. Rs.10,854,054

I
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Action:
ED(P&GS)

Action:
ED(P&GS)

Action:
ED(P&GS)

Action:
ED(P&GS)

Aller discussions it was resolved as under:

RESOLVED:

(i) "that the proposal for payment of bonus to oflicers who opted for the new scales and
who are in the old scales on 31-12-2000 @ 1.60 month's basic pay and 2.33 month's
basic pay respectively as at 31-12-2000 be and was hercby approved.” The financial
impact of disbursement of bonus will be Rs.26.53 million.

(if) "that the proposal for payment of 75% of the amount of bonus in the 2" week of July
2001 and remaining, 25% of the amount of bonus in the 1" weck of December 2001
before the Fid-ul-I'itr 2001 be and was hercby approved.”

(1i1) "that bonus for the yecar 2002 would be fully performance linked and a schemie for the
same should be prepared by the Management and put up to the Board for approval.

(iv) "that bonus [or the year 2001 would be partially on fixed basis and partially linked
with performance as it would be a transition from flat basis to fully linked with
performance basis with elfect from the year 2002. The Bonus scheme for 2001 would be
put up to the Board for approval as soon as possible.

I''EM (8) CONSIDER/APPROVE IN PLACEMENT OF FUNDS LISTED TERM
FINANCE CERTIFICATES (ENGRO CITEMICALS PAKISTAN
LIMITED) TO FINANCE THE ACQUISITION OI' PAK SAUDI
FERTILIZER LIMITED.
Iixecutive Dircctor(Invt.)'s Memorandum dated:

35. ID(Invi.) had presented before the Board at its last meeting held on 28" April,
2001, a Memorandum, for consideration/approval of investment upto Rs.500 million, in
private placement of redeemable capital, in the form of Term Finance Certilicales (11°Cs)
of 12 months tenor of Iingro Chemicals Pakistan Limiled, with a floating rate of rcturn,
that would be 2% higher then the coupon rate, on the last State Bank of Pakistan, auction
of the five ycar Pakistan Investment Bond, payable scmi annually in arrcars. It is cxpecled,
that the instrument would get rating of AA or higher by PACRA.

36.  Engro Chemicals Pakistan Limited had the option fo call the private TEFCs for
conversion into listed THCs any time, during the tenor or on maturity of the private TFCs.
The expected profit would be paid till the date of exercising the call option.

37. The T1TCs  would be sccured by first pari passu f{loaling charge and cquilable
mortgage overall present and future fixed assets of Engro Chemicals Pakistan Limited. The
purpose of the TI'Cs, was (o finance the acquisition of 90 - 100 % of the outstanding
shares of Pak Saudi Fertilizers Limited. Risk factor arc (a) overall demand risk (b) increase
in gas price and (c¢) loss in market share.

38. The Board had instructed, that the above proposal, be first put up belore the
members of the Lixcoutive Commiltee, for consideration and thereafler the same be put up

with their recommendation to the Board for consideration/approval.

39. On 29" May 2001, the representative of the Cilibank, the arranger ol the TICs,

made a prescutation before the members of the Executive Commilfee.. The members of
the Execulive Committee inquired about the possibility of upward revision in mark up rale,.

defining a (loor in mark up rate and rating of instrument in response Lo sugpeslions made
by the Investment Division. In the same presentation the issuc of commitment [ce was also
taken up with the representative of the Citibank.

CHAIRMAN'S
INITIALS
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40). State Lile has received new Term Sheet with revised ‘Terms and Conditions along,

Actlon:
ED(Invt.)

with a letler expressing infention to pay commitment {ee as per details given below.,

41. The difference between the changes proposed carlicr by Investment Division and
changes incorporated in new Tetm Sheets are ag undor:-

Changes proposed in carlier Changes incorporated in vevised
Term Sheet Term Sheet

(a)-Upward revision in mark up Not accepled, retained as it was, Lc.
tate from Base! 2.0% p.a to Base + 2.0% p.a.

(b)-Delining a floot in mark up Accepted.

Revised Term Sheel has a oor ol
14% and a Cap ol 18% p.a.

(¢ )-Commitment 'ee Accepted.
Apreed Lo pay (@) 0.50% p.a. payable
quartetly. Commitment fec will be paid
U BECPLL 1s declared the successiul
bidder for PSIL's acquisition. The said
fee will be applicable alter a period ol
90 days ftom the receipt of a fitm
commitment letter from SLIC, till the
expity of such g commitment,

Recommendations ol Investment Division:

4). Representative of Citbank and Engro Chemical Pakistan Limited had a mecting,
with representative of State Life and desired that State Lile may participate for an amount
of Rs.500 million. Itis to be noted that the total tenor of the TFCs is 5 years inclusive of 1

year as a Privaiely Placed 'T1'Cs. Engro Chemical Pakistan Limited has the option of

converting the privalely placed TFCs into Listed TFCs any time duting, its (enor. ‘The
instrument is cxpcck':d to be rated A-(A minus). ‘The rate of return is Base | 2.0% with a
Floor 14% and a Cap 18% p.a. Profit is payable semi-anmually. Lffective 1ate ol rchnn
comes out 14.49% due (o semi-annval profii payment considerations. The 1T1'Cs would he
listed at Karachi Stock lixchange.

13. Board is requested to consider placement of funds in this proposed issuc of THFCs
as also the quantum of participation keeping in vicw the Letns and Conditions and the
expecled rating of the instrument.

Alier deliberations, il was resolved as under:-

RESOLVED:
(1) "that an investment of Rs.250 million in private placement of Term Finance Certificaies
of M/s.Engro Chemicals Pakistan Limited, of one year tenor fo be subsequently converted

info listed Term Finance Certificates of four year tenor-totaling live years having a rate of

return of base 1 2% with a floor of 14% and a cap of 18% p.a. payable semi-annually be
and was hereby approved. Eflective rate of return al present works out (o 14.49% p.a. The
above investment would be solely for the purpose of funding the acquisition of equily of

Pakistan Saudi Fertilizer Limited by M/s.Eingro Chemical Pakistan Limiled and would be -

secured by first pari passu floating charge and equitable morigage over all present and
future fixed asscts of M/s.Ingro Chemicals Pakistan imited."

CHAIAMAN'S

INITIALS
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Action:
ED(lnvt.)

I Action:
ED(Invt.)

Actlon:
P ED(lnvt.)

Action:
ED(lnvt.)

(i) "ihat as agreed by Citibank Investment Banking Group, a commitment {ee of 0.5%
p.a. payable quartcrly from the date of issuance of commitment letier by State Tife Gll
the expiry of such a commitment i.¢. disbursement of funds."

(iii) "that the approval in (i) and (ii) above is subject to announcement of a lavorable
fertilizer policy consistent with assumptions on which the feasibility was prepared by M/s.
Engro Chemical Pakistan Limited, other wise the proposal would be resubmilted Lo the
Board for approval. In the case of announcement of favourable fertilizer policy, the
commitment letler at (ii) above should be issued immediately.

(iv)  "that the approval in (i) and (ii)) above is subject to maintaining projecled
Debt/Equity ratio of Engro Chemical Pakistan Limited and Pakistan Saudi Fertilizer as a

joint enlity afler acquisition at 59.41. Any additional fund required to maintain the above

ratio would be in the form of equily so as to avoid over bidding for buyoul of Pakistan
Saudi Fertlizer Limited.

(v) "that ED(Investment) be and was hercby authorized Lo take all necessary sleps Lo
finalize and cxccute the agreement in this regard.”

ITEM (9) CONSIDER/APPROVE PLACEMENT OF FUNDS IN LISTED TERM
FINANCE CERTIFICATES OF PACKAGES LIMITED (UNSECURIKD)
AND PERPETUAL IN NATURE) SUBJECT TO PROVISION OF
"NEGATIVE PLEDGE".
Eixecutive Director(Invt.)'s Memorandum dated

44. At this point, Mr. Samee-ul-Hasan lefl the Board Mecting in view of the provisions
ol Section 37(2&3) of the Insurance Ordinance, 2000. At the request of the remaining
Direclors, Mr. Bashir Ahmed presided over the mecting. Mr. Nessar Ahmed, Director
disclosed that since he is the President of Crescent Investment Bank Lid. which is the
Trustee to the issuc and has also made investment in the TFCs, he would not participale in
the voling.

45, F(Inv.) presented belore the Board a memorandum to consider/approve a proposal
for subscription in private placement of TFCs from First International Investment Bank
Limited and Standard Chartered Bank who have been given mandate by M/s.Packages Limited
to raise Rs.700 million to re-finance its BMR&E programme through issuance ol 4 years listed
Terms Iinance Certificates which would be perpetual in nature. "M/s. Packages Limited
intends to embark upon a BMR&E (Balancing, Modemization, Replacement & Fxpansion
Programme) and thereby has planned 1o finance pait of the capital expenditwe through
combination of Debt and liguity. ‘The total cost of BMR&IL has been estimated at Rs. 1,156
million which has been planned to be financed as under:

Debt:

Through TFCs Privale Placement Rs. 550 million
Public Offer Rs. 150
Total Debt Rs. 700 million

Internal Cash Generalion Rs. 564 million
T'otal Cost Rs.1156 million

CHAIRMAN'S
INITIALS
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Securily against the Jebl:

46.  The Instrument will be unsecured TIFCs, but are subject lo the provisions of
"Negalive Pledge" clause in the Trust Deed. The proposal (o structure the above said TIC
issue as unsceured has been examined in the Commission and the competent authority has
been pleased (o accede Lo your request in principle subject tot he condition that it will be
indicated in bold letiers in the prospectus that the TFCs are unsccured for information of
the public.

47. In order to cnsure thal the deviation in instrument structure from the standard one
w.r.L. Securily against the debt (commonly TIFCs are sceured by crealing Ifirst Iixclusive
charpe or pari pasu hypothecation charge on fixed assets of the company) does not make it
an unapproved investment under SRO 309(K)/70, legal opinion [rom Law Division has
been sought, which is reproduced as under:-

"I'he Insurance Ordinance 2000 does not conlain any provision regarding ‘Term Finance
Cerlilicates, sceured or unseeured. SRO 309(K)/70, however, provides that 11Cs issucd
by any company incorporated in Pakistan is an approved investment. The SRO is silenl
aboul the underlying securily of TFCs. TFCs could be secured or unsceured, it is uplo the
investor to evaluate the risk involved in such investment.”

48. State Life had proposed to incotporate cettain changes in the definition ol” Negative
Pledge Clause in order to make it more investor oriented, however, the issuer has expressed its

inability to incorporate any change in the definition of Negative Pledge and has explicitly stated
1o retain the same in its present form.

Recommendations ol Investment Division:

49. The instrument is to be listed either both at the Karachi and at Lahore Stock Exchange
or at any one of them, and is structured to make quarterly profit providing investors with a
floating rate of teturn that will be 1.25% higher than the SBP discount rale with a [loor of
13.5% p.a. and a ceiling of 17.0% p.a. The instrument. has been rated "AA-(1Double A minus),
which denotes very high credit quality and very strong capacily for timely payment of financial
commitments. 'Ihe instiument is perpetual w.r L. tenor with a call and a put option exercisable
on January 15, 2005 and at the end of every four years thereafler. Therefore, the tenor of the
instrument is 3.7 years for the first cycle. The aspect of being unsceured THCs has been
approved by SECP and cleared by the Law Division of State Life. In view of [inancials and
credil rating, it was recommended that State Life may consider investing in TI'Cs of Packages
Limited upto Rs. 100 million subject to the clearance from Law | division w.r.l. documentation.

50. There would be a binding on Packages Limited to maintain Debt equily ratio al
60 : 40 which will be incorporated in the trust agreement by virtue of Negative Pledge
Clause. ‘The assumption that company will be able to maintain historical salcs growth at
8% minimizes the likelihood of the company defaulting on its future debt obligations.

51. The risks involved are as [ollows:-

a. Capability to meet debt obligations rests with company's ability to maintain sales
prowth. Imbalanced tatilf structure, Sluggish Iiconomic Activity and Anomalies in

Import Iuties on paper board could effect the actual production of the unit. C"‘:":::;"s

b. ‘Thete exists latent tisk because of perpetual characteristic of the instrument with
out any specified final maturity date with a call & put options exercisable on
January' 15 2005 and at the end of every four years therealler, whereby the company
would only be paying profit on principal amount according to defined formula. This
makes the instrutent very much like a term deposit with an exception of charge on
the assets of the company.
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52. The matler is being directly submitted to the Board instead of to the Lixecutive

Commiltee as the Chairman State Life is also on the Board of Packages Limited. The
Board's altention is drawn to the provisions of S37(2) and S37(3) of the Insurance
Ordinance 2000 which reads as follows:-

53. 37(2):-lixcept with the prior approval of the Board of Director al a regularly
convened meeting by the vole of not less than two-third of the total number of dircctors,
no insurer shall grant any loan or temporary advance to any firm or company in which any
director, manager, acluary, auditor or officer of the insurer, any member of the family of
such director, manager, acluary, auditor or officer has any interest as proprictor, partner,
director, manager or managing agent:

54. Provided that no such approval shall be required if the loan is secured by a life
policy issued by the insurer and is an amount not exceeding 80% of the surrender  value
of that policy.

55. 37(3):-The director concemed shall not vote at, or otherwise participale in the
proceeding of the mecting of the Board considering the grant of any such loan or advance
as is relerred to in sub-section(2).

Aller deliberations, it was resolved as under:-

(i) "that as proposed, an investment of Rs.100 million in private placement of Term
Action: I'inance Certilicates of M/s. Packages Litnited, to be subsequently listed on be Karachi and
ED{ImvL) [Lahore Stock Iixchange Certificales of four year (enor and having a ratc of return of basc
b 1.25% with a [loor of 13.5% and a ceiling of 17% p.a. payable quarterly in arrcars be
and was hereby approved. liffective rate of return at present works out to 14.19% p.a. The
Term Iinance Certilicales will be unsceured but Lo protect the investor's inleresls, will be
subject to the provisions of "Negative Pledge” clause in the Trust Decd.

Actlon:

ED(nvL) (i) "that ED(lnvestment) be and was hereby authorized to take all necessary steps lo

(inalize and exccule the agrecment in this regard.”

ITEM (10) CONSIDER/APPROVE  ADDITIONAL  BUDGET  FOR  THE
PROPOSED INAAMI SCHEME FOR REVIVAL OF LAPSED
POLICLES.
Executive Director(B&A)'s Memorandum dated 21 June, 2001

56. At this point, Mr. Samee-ul-11asan rejoined the meeting and resumed the chair.
57. EDM&A) presented before the Board a Memorandum {or approval of additional

budget for the proposed lnaami Scheme in respect of  campaign Lo be launched [or revival
of lapsed policies to enable the Corporation to motivate the policyholders whose policics CHAIRMAN'S
have lapsed and collect additional renewal premiums which would help to reduce the STITIALS
expense ratio.
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58. Accordingly, with a view to motivate those policyholders, whose polices have

Action:
TD(B&A)
ED(PHS)

lapsed, the Managemenl has proposed an Inaami Scheme for Revival of Lapsed Policies.
In the working paper preparcd by the Management, two dillerent "gucsstimales” about the
expecled results of the proposed Inaami Scheme have been made. Scenario "A" is less
optimistic while Scenario "I3" gives a more optimistic view. Expeclation ol the success
under both the scenarios is given as under:

Year Scenario "A" Scenario '3
1999 15% 15%
1998 8% 10%
1997 3% 7.5%
1996 2% LA

These scenarios have been prepared aller consulling a cross-scetion ol vicws.

59. In (he year a similar process of "guesstimales” was uscd for the "101 Inaami
Scheme" introduced in 2000 o encourage payment by 15" December, 2000 of renewal
premium due in December, 2000. The actual result proved somewhat belter than the
"pucsstimacts"

60). LEID(B&A) further informed the Board that based on the above scenarios, eslimaled
result as worked out by PIS Division with regard to the nuraber of policics expecled Lo be
revived, their sum assured, renewal premium and the expected savings would be as
follows:-

Scenario "A"  Scenano "B"

Tolal expected 3" year & onward premium revived 103,304,670 222,094,155
Margin avatlable on revived premium 8,780,897 18,878.003
T.ess: Prizes & Mailing cosls (7,000,000) (7,000,000)
Less: Revival expense (125) per tevived policy (3,225,000) (4,883,029)
NET SAVINGS (1,444,103) 6,994,378
61. The additional premium income may not be realized in practice, bul the scheme
seems a good "business risk".
62. It was informed that the above scheme was decided Lo be launched afier the

budget for the year 2001 was finalized and approved by the Board. Accordingly, no
provision for these expenses was made in the budgel proposal for the year 2001.

Aller discussions, it was resolved as under:

RESOLVED"

"that the proposal of PI1S Division, based on Scenario "B above for allocation of budget
of Rs.7.0 million and Rs.5.0 million for Prize & Mailing costs and for Revival Iixpenses
respectively as per break-down given below be and was hereby approved.”

(a) Prizes & Promoltional Malcrial

- Prizes 2.895

- Printing & mailing cost of promotional material — 4.105 7.000
(b)  Rewival Expensces

- Intertainment (ollicers) for lale sitting 1.673

- Conveyance (ollicers) for lale silling, 0.735

- Overtime (stafl) 2.476 4.884

Total 11.884
Rounded ofl' o Rs.12.000 million

/
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ITEM (11) ANY OTHER ITEMS (WITLL THE PERMISSION OF TLLE CLHIAIR).

63. Mr.Muhammad Sharif ljaz Ghauri, expressed his view poin, that where ever there
was a requirement Lo reler a matler Lo the Government for approval, the Board should not
hesitate and send the same to the relevant Division be it Commerce, Finance or
Iistablishment for necessary guidance/approval.

64. Mr. Muhammad Sharil ljaz Ghauri, Senior Joint Sceretary, Minisiry of Commerce

requested that the agenda papers be sent Lo the Directors at least one [ull week belore the
date of the meeting o0 as to give enough time to the Board Members Lo study the same.

‘The meeting ended with vote of thanks (o the chair.
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ANNEXURI-A

SPECIFIED MAJOR SURGICAL BENEFTT

Accelerated payment of 50% of survival benelits
Subject to maximum accelerated payment of Rs.250,000.

Specitied Major Surgical Benelit, which was introduced for the [irst time al the 1992
valuation, will continue in 2001 as well. It provides a unique cover (o the exisling,
policyholders, fice of cost.  Basically it makes a lump sum payment il an eligible insurcd
undergoes major surgery during, 2001, due to any one of the six "specilicd surgerics” (as
listed below). “The lump sum payment provides badly neceded linancial assistance to help
recoup some of the cost of major surgery. The cost of the benelit will be met out of the
2000 acluarial surplus.

The six "specilied surgerics” for the purpose of this benefit are delined as follows:

1. Coropary artery by pass surgery:
Undergoing of open heart surgery lo correct narrowing or blocking, of two or more
coronary arterics with by-pass grafls. Laser treatments and/or relicls, balloon
angioplasty and /or any other procedures not necessitating thoraceclomy will be
cxcluded.

The coronary by-pass surgery must be a dircet result of a diagnosis of definite
coronary artery discase by accepted angiography.

2. Surgery for a discase of the aorta:
The actual undergoing, ol open heart surgery for a discase of the aorta necding
excision and surgical replacement of the discased aorta with a grafl. Ior the
purpose ol this definition, aotta shall mean the thoracic and abdominal aorta but
not its branches.

3. Replacement of a heart valve:
The replacement of one or more heart valves with artificial valves due (o stenosis or
incompelence, or a combination of these conditions. Valvolomy is specifically
excluded.

4. Major organ (ransplant:
‘The aclual undergoing of a transplant of a heart, heart and lung, liver, kidney or
bone marrow as a recipient.

Any major nuuro—surgical procedure on or in the brain, involving craniotomy.

6. . Cancer surgery:
Any major surgical procedure which is the direct result of cancer. For this purpose,
cancer means a malignant tumor characterized by uncontrolled growth and spread

ol malignant cells and the invasion of tissue. Malignancy must have been evidenced

by medical investigations. Excluded are: (a) non-invasive cancers in situ, (b) any

skin cancers other than malignant melanoma; and ((,) male prostate cancer if

limited to the prostate.
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RESCRIPTION OF BENEFLL

The specificd major surgery benefit is being provided on with profit policics, which
have been continuously in (ull force for five years. The amount of benelit will be 50% ol
the sum assured subject 1o a maximum of Rs. 250,000.

If the insured is covered under endowment type plans, such as Table 01 & Table
03, then 50% of the basic sum assured or Rs.250,000, whichever is less will be payable in

advance, on undergoing a specified surgery, which is adjustable on malturity or death, il

carlier.

If the insured is covered under anticipated endowment type plans, such as table 05,
then 50% of future installiment benefits (including basic maturity benefit) or Rs.250,000/-
whichever is less, is payable in advance, on undergoing a specilied surgery, which is
adjustable from the survival installments or death, if carlicr. The future survival benelits
will be reduced by the specilicd major surgical benefit to adjust the advance payment on
specified major surgery. In case, the insured dies before maturity then the balance of the
specilied major surgical benefit paid and not yet adjusted from survival benefits will be
adjusted from death proceeds. Installments left with State Life will not be taken into
account when computing, the lump sum amount to be paid on a specilicd surgery.

In case of Joint Life Assurance plan (Table 06), 50% of the sum assured or
Rs.250,000/- whichever is less, is payable in advance, if cither of the insured lives
undergoes a specilied surgery, which is recovered on maturity or on earlier death
of either of the insured persons.

In case of Child Protection Plan (Table 07), 50% of the sum assured or
Rs.250,000/- whichever is less, is payable in advance, if the payor undergocs a specilied
surgery, which is recovered on matutity. No specilicd major surgical benefit is payable in
respect of surgery on a "child" covered under table 07.

In case of Jeevan Saathi Plan (Table 19), 50% of the sum assured or
Rs.250,000/- whichever is less, is payable in advance il cither of the life insured’s

undergoes a specified surgery which is recovered on maturity, or on his/her death if

earlier.

In case of Big Deal Policy (Table 14) the amount of the basic sum assured will
mean Rs.25,000/- per unit. 50% of this basic sum assured or Rs.250,000/- whichever is
less will be payable in advance, on undergoing a specified surgery, which is adjustable on
malturity or death, i carlicr.

POSITION OF POLICY AFTER SPRCLFLED MAJOR SURGICAL
BENEFIT 1S PALD

The policy will continue to participate in the profit of the Corporation, and bonus
will accrue on the full sum assured as before. Premium payable under the policy, including

extra if any, will continue to be paid by the policyholder, unaltered. Any rider attached to

the policy and premium payable thereunder, will be unaffected by the payment of specified
major surgical benefit.
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CLAIM PROCEDURIES

lividence of having undergone a specilied surgery will have to be provided by the
claitant to the satis{action of, and al no cost to Stale Life. ‘The claimant will have to send
his policy document and submit a personal statement. Confidential statements will also be
required from the physician making the original diagnosis and the concerned surgeons,
including the surgeon who performed the operation. State Life may require any additional
proof to support the clain ¢.g. reports, test resulls, medical examination ol the life insurcd
ele. as it deems lit. The decision of State Life’s Doctor, appointed for this purposc, will be
final and binding,.

If policy is assigned then the oflicial discharge and permission in writing of the
assignee must be obtained before any amount may be advanced to the insured.

If the policy has an irrevocable beneliciary, of the owner of the policy 1s not the
insured then the official discharge and permission in writing must be obtained from the

beneficiary/owner in wriling, before any amount can be advanced to the insured.

If the benefit is claimed under Joint Lile Assurance Policy or Jeevan Saathi Policy
then both the insureds must request that the benelit be paid.

ELIGIBILITY
The age of the life insured must be between 20 and 65 at the date of the surgery.

The policy must have been continuously in full force for at least 5 years at the date
ol surgery.

The policy must be in force for the full sum assurcd, (that is not paid up for
= reduced sum assured) as at 31-12-2000 and at the date of the surgery. The benelit will
d NOT be available il the policy was lapsed or paid up as at 31-12-2000 and revived
subscquently.

Benelits are only payable on Pak Rupee policics.

"The benelit is only paid on with profit policies.

MISCELLANEOUS CONDITIONS

1. To obtain the specilied major surgery surgical benelit, the date of surgery
must be between 1st January 2001 and 31st December 2001.

NB: ‘The question of surgery afier 31st December 2001 will be considered  at the CHATHMAN'S
time of the 2001 actuarial valuation. INITIALS

2. Benelits will be paid only once 1o any one life. That is once any insurcd has
obtained benefits under the specilied major surgical benelit, he is not cligible for any
{urther benefits on any subsequent surgery.
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3. Benelits will be paid only once on any policy. 1€ any insured has received any —
specified major surgical benelits under a Joint Lile or Jegvan Saathi Policy then neither he
nor the other insured will be able to claim any subsequent specilied major surgical benelit.

4. 1f the insured is covered under more than one policy, the maximum amount paid
on all the policics topether is limited to Rs.250,000/-. The specilied major surgical benchit
will be provided out ol the policies in the date of issue order until the maximum benefit of
Rs. 250,000 is reached. If the insured is covered under multiple policies and is cligible for
surgical benefit, then the benefit will be paid (at 50% of (he basic cndowment benelits
outstanding subject o maximum of Rs.250,000/-) from the policy issued first Lo the
insurcd.

o If the amount paid is less than Rs.250,000/- then amount will be paid from the |
sccond policy issucd and so on subject to a total payment of Rs.250,000/-.

5. If the specified major surgical benefit is paid, it will allect the basic surrender
value of the policy from which it is paid. The subscquent basic surrender value of the
policy will be 50% of the basic surrender value of the policy had no specificd major
surgjcal benefit been paid (or more exactly, the basic surrender value of the policy will be
reduced proportionate to the outstanding endowment benefits advanced). The lolal
surrender value of the policy would be the reduced basic surrender value of the policy plus
the surrender value of the acerued bonuses (which will not be alfected by the payment of
the specilied major surgical benefit).

6. If there is a policy loan and/or APL, on the policy, the specilied major surgery
payment will be first used to pay ofl the policy loan/APL outstanding,

The balance of the specified major surgical payment, il any, will be paid to
the insured.

s | /A/\'\
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