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CONFIDENTIAL AND RESTRICTED

The one hundred and seventh (170™) Meeting of the Board of Directors of State
Iife Insurance Corporation of Pakistan was held on 1¥ February, 2003 at 10:00 am., at
Board Room, State Life Building No.9, Principal Office, Karachi.

PRESENT:
Mr. Samee-ui-Hasan Chairman
Mr. Muhammad Sharif 1jaz Ghauri rirector
Mr. Nessar Ahmad Director
Air Marshal (Retd.) Sharbat A. Changazi Director
Mrs. Spenta Kandawalla Director
Wir. Shahid Aziz Khan Board Secretary

2 Mr. Azhar Ali Malik, Director, Mr. Bashir Ahmed, Director and Mr. Umar Ata

L.

Bandial, Dircctor have requested feave of absence. The Board granted them icave.

3. Mr. Tariq Igbal Puri, Mr. Zatar Mahmood and Mr. Muhammad Latif , Executrve
Directors, Mr. M. Aslam Sabir, General Manager (PHS/CD), Mr. Mohammad Jawaid
Khen, General Manager (Marketing) and Mr. Ansar Hussain, General Manager
(Investment) attended the meeting by invitation.

4. Mr. Shafig-ur-Rehman, Section Officer, Ministry of Commerce was granted
special permission to attend the Board Meeting,

5. Mr. M. Sharif jaz Ghauni stated that the Corporation shouid operate within the
Law and Rules & Repulations. The Board cntirely agreed. The Chaimman stated that every
cffort was made to comply with the relevant laws. being the Life Insurance
(Nationalisation) Order 1972, the Insurance Ordinance, 2000 and the Rules and
Regulations framed thereunder.

ITEM (1)  CONFIRMATION OF MINUTES OF 168™ AND 169™ MEETINGS
OF THE BOARD OF DIRECTORS HELD ON 24™ AUGUST, 2002
AND 25™ SEPTEMBER, 2002.

6. The minutes of the 168 and 169" Meetings of the Board of Directors held on
24" August, 2002 and 25" September, 2002 respectively were placed before the Board.

7. In regard to item (2) of the minutes of the 168" meeting, Air Marshal (Retd.)
Sharbat Ali Changazi again expressed the need for trained computer personnel. This was
essential fo success. The Board endorsed this. Mr. M. Aslam Sabir - General Manager
(Computer Division) stated that the Division was fully aware of this. The vendors of
equipment were bound to provide training on the spot in respect of their computers. Other
training programme will also be arranged to conform to the directions of the Board.

3. Air Marshal (Retd) Sharbat A. Changazi proposed and Mr. Nessar Ahmad
seconded that the minutes be confirmed.
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Accordingly, it was resolved as under;

RESOLVED:

“that the Minutes of the 168" and 169" Meetings of the Board of Directors held on 24"
August, 2002 and 25" September, 2002 respectively be and were hereby confirmed.”

ITEM (2) IMPLEMENTATION REPORT ON DECISION TAKEN IN THE -
PREVIOUS BOARD MEETINGS.

9. The Board Secretary presented before the Board the implementation report on
decisions taken ai the 168" and 169" Meetings of the Board heid on 24™ August, 2002
and 25" September, 2002 respectively, which were noted.

ITEM (3) CONSIDER/APPROVE — RATIFICATION CGF THE DECISION
TAKEN BY CIRCULATION REGARDING CODE OF
CORPORATE GOVERNANCE.

Chairman's Memorandum dated 31-10-2002

10. The Board Seccretary presented before the Board for ratification of the
Memorandum of Chairman regarding Code of Corporate Govemance approved by the
Board through circulation on 31-10-2002.

11. Mr. M. S. L. Ghauri, Senior Joint Secretary, Ministry of Commerce, informed the
Chairman on 30™ October, 2002 that the Govemnment of Pakistan have made a
commitment to the Asian Development Bank that the Board of State Life would adopt the
Code of Corporate Governance issued by the Security and Exchange Commuission of
Pakistan, to the extent possible and applicable to State Life. This is a conditionality for the
release of the 1™ tranche of a loan to the Government from the Asian Development Bank.
The deadline for compliance is in November. He requested that in view of the urgency of
the matter, the proposal may be approved by the Board by circulation under General
Regulation 3(11) which reads as follows:-

“(1) A resolution in writing signed by at least four Directors, including the
Chairman, shall be as valid and cffective as if it had been passed at a
meeting of the Board duly called and constituted:

Provided that resolutions so passed shall be placed before the Board for
confirmation at its next meeting.”

12.  The Code of Corporate Governance of the Security and Exchange Commission of
Pakistan technicalty applies to companies listed on the stock exchange. However, since
Government have made this commitment, it is submitted that we should cooperate. The
approval sought at present is one of principle. A detailed paper will be submitted to the
Board identifying those parts of the Code of Corporate Governance, which can be applied
to and followed by the Corporation.

Accordingly the Board resotved that the foliowing resolution passed by circulation be
confirmed as under:-

RESOLVED:

“that the State Life Insurance Corporation of Pakistan will to the extent possible, adopt the
Code of Corporate Governance issued by the Security and Exchange Commission of
Pakistan approved by the Board through circulation on 31-10-2002 be and was hereby
ratified.”
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ITEM (4) PRESENTATION OF BUSINESS FIGURES FOR THE YEAR
ENDED 31°T DECEMBER, 2002 OF INDIVIDUAL LIFE, GROUP
AND PENSIONS, INTERNATIONAL, INVESTMENT AND REAL
ESTATE DIVISIONS.
GM(Marketing), ED(G&P), DH(Int1), ED(Invt.) And GM(RE)'s
Memorandum dated 20-01-2003.

i3. The Business Review Memorandums of GM(Marketing), EIXG&P),
DH(International), ED(Investment) and GM{Real Estate) for business review of
Marketing, Group & Pension, International, Invesiment and Real Bstate Divisions
respectively for the period from 1% January 2002 to 31% December 2002 were submitted
to the Board which were noted.

MARKETING DIVISION:

14. The Corporation procured FYP of Rs.1227 million for the year 2002 as compared
1o Rs.1018 million for the year 2001, thus registering an increase of 20.58% over the
corresponding period of Jast year.

15. In the year 2002, the Corporation collected Rs.752 million as second year
premium, as compared to Rs.660 million completed during the year 2001. The second
vear persistency for the period January to December 2002 was 73.85% as compared {0
71.04% for the vear 2001. The third year and later year's premium for the period January
to December 2002 was Rs.3902 million. The rencwal persistency ratio for the period
January to December, 2002 is 87.38% as compared to 86.71% during the year 2001.

GROUP & PENSION DIVISION:

16.  The colicetion of premium for G&P business for the year 2002 stood at Rs.1398
million as compared to Rs.1329 million, for the year 2001 showing an increase of 5%. On
accrual basis premium income increased from Rs.1257 million to Rs.1517 million,
registering an increase of 21%. G&P Division secured 226 new groups during this period
having total premium of Rs.32.588 million as against 87 new groups having premium of
Rs.9 million, procured in the vear 2001 showing an increase of 262% in premium income
under new groups. The persistency of G&P Division was 97% in the year 2002 as
compared to 95% in the year 2001.

INTERNATIONAL DIVISION:

17.  International Division has procured US$1.932 million FYP, during the period
January to December 2002 as against US$:1.526 million for the year 2001 showing an
increase of 26.61%. The policies soid by International Division during the period January
to December 2002 was 1511 as against 1352 in the year 2001 registering an increase of
11.76% over the corresponding period of last year. Second year persistency achieved
during the year 2002 is 76.11%, through collection of second year premium of US$1.162
million as against 26.72% for the year 2001, through collection of second year premium of
US$:0.917 million. Renewal premium collection for the year 2002 is US$3.021 million as
against US$:2.537 million during the year 2001 showing an increase of 19.08% over the
collection of last year, with Renewal persistency of 87.47% in 2002 as against 91.56% of
2001.
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INVESTMENT DIVISION:

18. Book value of the investment portfolio, which was Rs.72,111 million on December
31, 2001, is estimated o have increased to Rs.82,186 million as of December 31, 2002,
reflecting an increase of Rs.10,075 million and percentage increase of 13.97%, during the
year ended December 31, 2002. State Life has been investing in Pakistan Investment
Bonds floated by Government of Pakistan in December 2000. The Corporation has placed
Rs.14,833 million in these bonds during the year raising the total investments in PIB's to
Rs.35,010 million. This constitutes about 56% of our total investment in Government
Securities which was Rs.62,046 million as on December 31, 2002. Market value of these
PIB's was Rs.48,975 million showing an appreciation of Rs.13,965 million as on
December 31, 2002.

19. State Life equity portfolio which was Rs.6.519 million as on December 31, 2001
has increased to Rs.7,578 million as on December 31, 2002. State Life purchased shares
with a book vaiue of Rs.1,221 million during the year ending December 31, 2002 and also
sold shares with a book value of Rs.92 million for Rs.159 million thereby realising capital
gain of Rs.67 million during the period. The book vaiue of quoted equity portfolio stood at
Rs.7,303 million while its market value was Rs.12,485 million showing an appreciation of
Rs.5,182 million as on December 31, 2002.

20. State Life, has earned Rs.10,258 million (estimated) on its investment portfolio,
excluding unrcalised gains during the year ending December 2002, as compared to
Rs.9,108 million camed during the complete year of 2001 showing an increase of 12.54%.

21.  During discussion it was suggested by Mr. Nessar Ahmed that while making
investment in equities of different companies, the following points be given consideration:-

1) Eaming vield should be at least 15%.
1i) Dividend vield should be at least 8%.
11} Break up value of shares on replacement cost basis should be less

than market value.
) Industry should be growth oriented.

REAL ESTATE DIVISION:

22, During the year 2001 Real Estaic has shown net operating income of Rs.58.70
million and after making provision of Rs.209.79 million against doubtful receivable, Real
Estate has shown a net loss of Rs.151.8 million. Real Estate net income for the year 2002
estimated as Rs.44.66 million as on December 31, 2002.

23.  The Board noted with satisfaction the performance made under all above hoads.

ITEM (5) CONSIDER/APPROVE - BUDGET ESTIMATES FOR THE YEAR
2003 AND REVISED BUDGET FOR THE YEAR 2002.
Executive Director(B&A)'s Memorandum dated 20-01-2003

24. ED(B&A) presented before the Board a Memorandum for consideration and
approval of the budget proposals for the year 2003 and revised budget estimates for the
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year 2002 of the Corporation, showing all the nccessary details of Premium and
Investment Income alongwith comprehensive details of Revenue Expenses as well as of
the Capital Expenditure.

Budget Proposais
25.  Details in support of the budget proposals being submitied are as under:

) Budget Highlights (Annex-I)

(2) Budget Summary (Annex-iI)

Summary of Budget Proposals for the Corporation as a whole.
Contains (i) Actual Results for the year 2001 (ii) Approved Budget
for the year 2002 (iii) Revised Budget Estimates for the year 2002
and (iv) Proposed Budget for the year 2003. Proposals for Overscas
Business operations for the above periods in US dollars are also
shown separately as per Annex-II (i) to the Memorandum.

Various annex attached to the Budget Summary (Annex-II to the
Memorandum) contain the details as under:-

¢ Income Annex “A”
¢ Field Expenses Annex “B”
¢ Acquisition Cost of First Year Premium Annex “B-17
¢  Admumstrative Expenses Annex “C”
¢ Policyholders’ Payments Annex “D”

3) Portfolio-wise operational results showing details of Income, expenses
and contribution to Life Fund in respect of (i) Individual Life business
(Pakistan) including Principal Office expenses (i) Group Life business
(iii) Investment (iv) Real Estate and (v) Overseas Operations as well as
total for the Corporation as a whole have also been prepared and are
shown separately for the years 2001 (Actual), 2002 (Budgeted), 2002
(Revised) and 2003 (Projected) as per Annex “E-17, “E-2", “E-3” and
“E-47,.

Overview of the budpet.

Extra ordinary items of Expenditure in 2002:

) The Board Audit Committee in its Sth meeting held on 26th April
2002 and Board of Directors in its 166th meeting held on 27th April
2002 advised to take up the matter with Income Tax Authorities for
allowing special contribution into the employee’s pension fund to
meet Rs.500.947 millions deficit in employee’s pension fund. Income
tax authorties have granted permission to make additional
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(i}

contribution in three annual installments. Accordingly, additional
provision of Rs.167 million for pension of officers and Arca
Managers has been made in the revised budget estimate for 2002 and
budget proposal for 2003 to meet the shortfall in pension fund.

Leave cncashment facility amounting to Rs.64 million to officers and
Arca Managers was allowed, during the vear 2002, after approval of
Board of Directors. Leave balances as at 31% December, 2001 were
allowed for encashment in five years. This decision is mainly based on
observations of External Auditors that called for making provision for
compensated leaves in accordance with International Accounting
Standards (IAS-19).

Premium.
(1) Annex “B-17 indicates that acguisition costs of the First Year

Premium in the year 2001 was 96% and for the year 2002 (Revised)
it is 95% which includes extra ordinary items which were not part of
expenses in 2001. These include special contribution for pension and
leave encashment. Without these expenses, the acquisition cost is
estimated to have dropped from 96% in 2001 to 91% in 2002.

Budgeted acquisition costs of FYP (without extra-ordmary items) for
the year 2003 is expected to further reduce to the level of 89%
because the voluntary retirement of inactive field workers wouid have
its impact for full one year. Reduction in acquisition costs in the year
2002 and 2003 in comparison to the costs in the year 2001 is mainly
due to the implementation of the revised commission structure for the
field force and voluntary retircment of dummies and benamies from
the marketing force.

Impact of revised commission structure and voluntary retirement of
inactive field workers:

Revised field commission siructure has been made effective from
January, 2002 under which maximum agency commission and over-
riding commission was reduced from 78% to 72%. This maximum
commission of 72% entails completion of revised quarterly, vearly
quota and achievement of the minimum persistency track by field
workers. Considering all the factors/conditions for the entitlement of
maximum agency and over-riding commission we perceive a saving of
5%. Hence we have cstimated 67% commission on First Year
Premium in the budget of 2002 and also in the proposed budget of
2003.
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b)

Voluntary retirement of inactive ficid workers:

An ammesty scheme was announced by the Management with the
approval of Board to allow inactive field workers for voluntary
retirement. Such fieid workers were aliowed procurement of new
business uplo 30" September, 2002 and from 1% October, 2002
their fringe facilitics were withdrawn. Hence saving m accordance
with the revised field structuring will be for a period of 3 months
onlv in the year 2002 and iis full impact will Insha Allah be

achicved o the vear 2003.

- Renewal Expense Ratio~(without extra ordinary items)
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(2) Renewal expense ratio including extra-ordinary items has been

Actiomn:
ED(B&A)

Action:
EDB&A)

projected to be 41.41% for the vear 2003.

(3) Renewal expense ratio wouid remain high 6l the extra ordinary
expenses on account of pension contribution and leave encashment
persist.

(4) The expenses on pension contribution will be incurred over the next
3 years in cqual installments as allowed by the Income Tax
Authority.

{5) Similarty, the impact of leave encashment to officers and Area
Managers would be felt till 2006 because encashment of
accumulated leaves reserves would be parceled out over the next
frve vears.

26. Board of Directors was requested to consider and approve Budget Proposals for
the year 2003 and Revised Budget Estimates for the year 2062, for business operaiions
within Palkistan in Pak Rupees, as proposed in the budget summary (Annex-II). Business
figures for Overseas Operations are given in US Dollars, as per Annex-I (I). Budget for
capital expenditure for the year 2003 as contained in Annex-II was also submitied for
approval.

27. It may be mentioned that after approval of budget proposals under differcnt heads

of expense accounts for the respective year, at times 2 need anses for re-appropriation of

some amount from one head to another head of expense account on genwine grounds. The
Board is also requested io consider and authorize Executive Director (B&A) to make re-
appropriation of budget among different heads of expenses accounts, In case 2 genume
need for such re-appropriation anses, of course, within the overall total amount of budget,
approved by the Board of Directors.

28.  During the course of discussions, Mr. Nessar ‘Ahmad, Director suggested that
administrative cxpenses should be minimized. Mr. M. Shanf ILjaz Ghaun, Director
suggested that Bill Boards should be utilized by State Life to atiract the policyholders.

After due deliberation, the Board resolved as under:

RESOLVED:

(i) “that as proposed by ED(B&A) in the memorandum the budget proposals, for the year
2003 and (1) the revised budget estimates for the vear 2002 as contained in Annexures I
1i(i) and ML alongwith sub-annexures attached to the Minuies, be and were hereby
approved.”

(i) “that ED(B&A) be and was hereby authorized to make re-appropriation of budget
among different heads of expense accounts within the overall amount of budget approved
by the Board with subsequent intimation to the Chairman.”
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Action:
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) Action:
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Action:

ED(P&GS)

Action:
ED(P&GS)

Action:
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I'TEM (6) CONSIDER/APPROVE RECOMMENDATION OF STANDING
COMMITTEE OF BOARD IN RESPECT OF APPEALS FILED BY
THE OFFICERS WHQ WERE AWARDED DIFFERENT
PUNISHMENTS AS A RESULT OF DISCIPLINARY ACTION.
[ixecutive Director(P&GS)'s Memorandum dated 20-01-2003

29. The Board of Dircctors in its 156" mecting held on 7-10-2000 resolved io
constitute a Standing Committce compnsing following Directors, in terms of regulation
No6.33 (2)Xza) of State Life Employees (Service) Regulations, 1973 to consider Appeals and
Application for Revision and fo submit its recommendations to the Board:-

a) Mr. Samee-ul-Hasan, Chairman
b) Air Marshal (Retd) Sharbat A. Changazi, Director and
c) Mr. Umar Ata Bandial, Director
30. In this regard a meeting of the Standing Committee was held on 25" and 27®

September, 2002 at Karachi and Lahore to consider 02 and 05 cases of appeals
respectively. The Standing Committee granted personal hearing to the appcllants and after
examining each case gave their recommendations in the Memorandum submitted to the
Board for such final order as it may deem fit to make.

After deliberations, the Board resotved as under:-

RESOLVED:

(1)"that the recommendation of the Standing Committee that the punishment be reduced
to censure and effective date of censure shouid be ireated from the date of Inquiry
Committee report dated 18-05-1999 in the case of Mr. 8. L . Rizvi, AGM/Sector Head,
Karachi Southern Zone, be and was hereby approved.”

(i)"that 1 view of the weak material against the accused officer in respect of aliegation
"A" and the fact that in the first inguiry he was exonerated of this charge, the
recommendation of the Standing Committee in the case of Mr. Anwar Shahid,
Manager/Sector Head, Rahim Yar Khan Zone exoneration of the officer on this charge.
be and was hereby approved.

(ifi)"that the recommendation of the Standing Committee in the case of Mr. Mushtag
Ahmed, Manager{International), Principal Office that the pumshment of censure shouid
stand, be and was hereby approved.”

(1v)"that the recommendation of the Standing Committee in the case of Mr. Rafi Khan,
Arca Manager, Gujranwale Zone that the punishment of dismigssal should be reduced to
censure as Corporation had not suffered any loss, be and was hereby approved.”

(v)"that the recommendation of the Standing Committee in the case of Mr. Khalil A.
Sheikh, Arca Manager, Lahore Central Zone that the punishment of dismissal should
stand, be and was hereby approved.”

(vi)'that the recommendation of the Standing Committee in the case of Mr. Saleem
Akbar, Deputy Manager, Sahiwal Zone that the punishment of censure should stand, be
and was hereby approved."
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ITEM (7) CONSIDER/APPROVE - PERFORMANCE BASED BONUS PLAN
FOR THE YEAR 2003.
Executive Director(P&GS)'s Memorandum dated 20-01-2003.

31. EIP&GS) presented before the Board a Memorandum for consideration and
approval of performance based bonus plan for the year 2003 to the officers of State Life.

32.  The Board in its 162™ mecting heid on 11.08.2001 had decided as follows:

(2) Henceforth, the bonus would be given on the basis of performance on the
basis of achievements of Officers/Zone/Divisions.

(b)  In the case of profitable business by the Corporation, the proposcd basis
would ensure bonuses to the maximum number of officers; simultaneously,
good workers would get premium on their performance.

(¢)  The aim of the Scheme was to develop “competitive go” among the offtcers
so that they would do their best in their fields in order to develop team spirit
amongst the officers and staff for having a direct interest in promoting the
business of the Corporation.

(d)  Resultantly they would work as a team and motivate their colleagues for
better and enhanced performance.

33. Accordingly the Board in its 164® meeting heid on 5 January 2002 had approved
the performance finked bonus plan for officers of Individual Life, Group Life, Investment
Dvision and Real Estate Division for the year 2002

34. The Business Performance Review has reflected positive results afier the
implementation of this plan. There has been a marked improvement not only in the First
Year's Premium but also in the Second Year and Renewal Persistency. It 1s expected that
improvements will also be recorded in the following:

(a) Ratio of Sales Representatives who are active Professionals:

{h) Ratio of First Year Premium through newly recruited active Sales
Lepreseniatives;

(c) Regularity of New Business;

(4) Reduction of Renewal Expense Ratio;

(©) Reduction of Early Death Claims; and

63) Year-end Suspense as a %oage of 2™ year and later years.
35.  The Real Growth, both Qverall and New, of the Group and Pension Business has
also shown marked improvement. The profitability of the Group Business is in the process
of final calculation and is expected to be on the higher side. It is therefore proposed that a
similar performance linked bonus plen for Individual Life, Group Life and Real Estate

Division be approved for the year 2003, as per details of the plan which are placed at
Annexures IV, V and VI to the Minutes.
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36.  As the calcufation of bonus points for Investment Division on the existing criteria
presents some conceptual problems, the details of Performance criferia of this Division
shall be re-determined at 2 later date.

37. The provision of expenditure for exceptional items such as pension deficit and
leave encashraent shall not affect the caleulation of renewal expense ratio for the purposes
of performance based bonus for the year 2002, However, it will be accounted for in the

calculation of bonus points for the vear 2003 since both the items will be taken in the base
for the year 2002.

38.  Mr. M. Sharif [jaz Ghauri, Director expressed his opinion that the performance
bonus plan should be regularised by the management by getting approval from the Finance
Ministry. Air Marshal (Reid.) Sharbat A. Changazi pointed out that the Board approved
the plan, not the management. The Board was fully competent to do this. 'The Chairman
pointed out that the performance bonus plan was the result of the initiative made by the
Board itseif, while considering the officers bonus for the year 2000. The performance
bonus plan for 2001 and 2002 had played an important part in motivating the officers for
better performance. There was absolutely nothing m the State Life Imsurance
Nationalization Order 1972, the Insurance Ordinance 2000, or the rules and regulations
made thereunder which restricted the Board’s Powers to frame bonus pian. He entirely
agreed with Air Marshal (Retd.) Sharbat A. Changazi that the matter was fully within the
Board’s competence. It was important that the performance bonus plan for 2003 be
notified immediately, so that it could start motivating officers for 2003. After discussion
this was agreed by the Board, Mr. Nessar Ahmed, Direcior suggested however that post
facto approval from Finance Division should be sought as matier of formality. The Board
was inclined 1o agree to this suggestion. However, Chairman strongly reiterated his view
that the Board exercise its authority without reference te the Finance Division. Subject to
the foregoing, it was resolved as under:-

RESCLVED: :
(i) "that the proposed performance-linked plans for individual Life, Group Life, and Real
Estate as shown in Annexures IV, V and VI fo these Minutes be and were hereby
approved for the year 2003 only.”

(i) As regards the bonus plans for investment Drvision, the Chairman be and was
authorised to finalise the matter,

(i) "that the Chairman be and was hereby authorized {0 make any adjustment considered
necessary in the proposed performance linked plans for the year 2003 based on the
experience for the year 2002."

(iv) “that as proposed Arca Managers will not get bonuses under this plan as they have
their own incentive scheme.”

ITEM (8)  CONSIDER/APPROVE - REVISION OF WINTER ALLOWANCE
TO OFFICERS AT SPECIFIED HILL STATIONS
Executive Director(P&GS)'s Memorandum dated 15-01-2003

39. ED(P&GS) presented before the Board a Memorandum for consideration and
approval of revision of winter allowance to officers as specificd hill stations.

CHAIRMAN'S
INITIALS
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49). Winter allowance to the officers at the following hill stations is paid @ Rs.400/- per
month:-

Nathiagah

. Murree

. Quetta

. Chitral District
. Northern Arcas

(VI S S

41, This was sanctioned by the Pay and Pension Committee in 1994. At that time this
aliowance to the emplovees in grade 1 to 7 was @ Rs.300/- per month. During the period
= from 1994 to 2002 this allowance to employees in grade 1 to 7 was enhanced as per
various CBA agreements to Rs.650/- per month, whereas in respect of officers it remained
at the same level of Rs.400/- per month.

42. In order to remove this anomaly it is proposed that this facility at specificd hiil
stations in respect of officers be permanently made at par with the winter allowance
admissible to uniomized staff. The total additional financial impact wouid come o
approximately Rs.36,000/- per year.

Accordingly, it was resolved as under:

RESQLVED

"that the proposal of EDP&GS) for revision of winter allowance to officers at specified
Action: hill stations @ Rs.630/- per month with effect from 1* February, 2003 and total additional
ED(P&GS} | financial impact would come to approximately Rs.36,000/- per year be and was hereby
approved and this facility for the officers was made permanently at par with the winter
aliowance admussible to unionised staff.”

43, At this point Mr. Nessar Ahmed, Director stated that he would has to leave and
& therefore requested that item 14 be brought forward. Accordingly ttem 14 of the agenda

was brougit,

ITEM (14) CONSIDER/APPROVE - PURCHASE OF "A"™ RATED TFCS
FROM THE MARKET BY INVESTMENT COMMITTEE.
Executive Director{Inv)'s Memorandum dated 20-01-2003

44.  ED(Inv) presenicd before the Board a Memorandum for consideration and
approval to authorize the Investment Committee of the Corporation to approve
procurement of “A” rated TFCs from the market upto an amount of Rs.100 million.

45, ED(Inv) informed the Board that at present, the Executive Commitiee of the
Corporation is authorized to approve placement of an amount up to Rupees one hundred
million in the Term Finance Certificates. Bevond this limit, the approval needs to be

obtained from the Board of Directors of the Corporation. AT ARS
INITIALS

46. ED(Inv) further informed the Board, at times, TFCs offering attractive yields are
available in the market. In the absence of delegation of authority, the Corporation is not in
a position 1o buy such THCs.
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Accordingly, it was resolved as under:

RESOLVED
(i)'that the proposal of ED((Inv.) t authorisc the Investment Committee of the

Action:

ED(Inv) Corporation to approve procurement of “A” rated TFCs from the market up to an amount
of Rs.100 million subject to 20% of the size of issue or 20% of net worth of the
company, which ever is less be and was hereby approved.”

Action: .. < . - . . .

E‘J[)(l;nv) (ii)"that the proposals for placement of funds in Pre-IPOs will continue to be placed

‘ before Executive Committee and the Board as is being done at present.”
47. Thereafier Mr. Nessar Ahmed — Director left and as a result, quorum of five
a members was not complete. Accordingly formal discussion and consideration on the other
items of agenda was deferred.
Action: st ; ’ = ¢ s . . :
Board 48. The 171" meeting of the Board of Directors will be held on Saturday, 26" April,

Secretary | 2003 at Karachi.

49.  The meeting ended with mutual vote of thanks.

CHAIRMAN
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Highlights of Revenue Budget for 2003 - Pakistan and Overseas combine

A, INCOMI

, compared with 200 1and 2002

(All amounts in millions of Rupees)
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22,
S
(o
- M _ Item [ Actual | Budget | Revised | Revised Remarks Budget | Inc/(Dec)
o|= 2001 2002 | 2002% | 2002 vs 2003 over
mJ Actual Revised
o) - 2001 2002
m 1. Individuai Life Prentium
e, (a) FirstPolicy Year 1,121 1,321 1,343 1,851 +15% |
) (b) Stcond Policy Year 496 © 758 821 2002 2™ year 1,008 +23%
persistency is assuming
73% vs budget 2nd year
65% . persistency
o N - 1 TE%.
(c) 3rd & Liter Policy years 4,008 4,316 4,081 (-} §% | 2002 budget 4,367 + 7%
over-estimated 3" year
31 wear and and later
_ later persistency
i | persistency is is 89%
a A“ (d) Single Premium/annuities | 3 8 17 - 8
dlgll (e} Total - 5,689 6,400 6,262 L 6.934 +11%
I m 2. Group 1 remium 1.28 1,450 1,500 SHiff rale i 2.0060 +33%
e . _competition
3. Total Premiumsy 6,945 7,850 7,762 8.934 +15%
4. Inv & Real Estate Income @ S 9312 9,008 9,809 10154 + 4%
| . Total [ncome 16,257 16,859 17,571 ) “ 19,088 +9%
COvarseas S fignires comverted as follcws- Actual 2001 @ Rs 61 36; Rudget 2002 @ s 672 00 Reyiged 20072 \). Rs 59 59 Budget 2003 W./ Rs 6000
g ? Latest estinates, subject to avdit
0| 5| ’ These figures, liks ali sremium figurss, allow for ascruzls. Figure for 2001 low because of change in office practice, which effected 2001 aceruals.
W m “ Net of expenses other than Exceplional items
- - § _
9l E Buaget Highlights Page-1
r| 2
=z
°l=
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B. OUTGO
el tem | Actual | Budger | Revised | Revised | Revised |  Remarks | Budget | Inc/(Dec)
= L2001 2002 2002 2002 vy 2002vs | 2003 gi over
o ., actual Budget | | Revised
S : 2001 2002 1 2002
z )M\ 6. Individual Life policy outgo 7 |
o = (@) Dealh, Maturity & |
s Annuities | 1,927 2,468 2,293 +19 % 7% 2,689 +17%
=118 (b) Surrenders | 2,138 2,511 2,251 + 5% (-1 10 % 2,406 | + 7%
W L (c) Totai - 4,062 4,976 4,544 +12 % () 3 %. 5,088 , +12%
w || 7. Group Life claims 1,510 1,243 1,181 )22 % (-) §% | 2001 distoried 1,730 +46%
. by first time | m
IBMR ©
| - ) provision , o
8. Total Palicy outgo 5572 6,219 5,725 + 3% (-)8% 6,825 | +19%
I |
T T m o T ,_
9. Field £xp © 1,214 1,382 1,389 +14 % = 1% 1,603 | +15%
10 Admin expenses W 1,556 1,795 1,797 +18% |  + 0% | Almost held 1,927 +7%
u down to ?
| - W U_:a._mﬁ. despite
< [ ,, officers' pay
b | ;
-Fi revision
2|3 -
1}
H m
? TBNR = “Incurred Fut Not Reported”
) m ® Net including exceptional items relaling to Area Managers
Elo
Ol m
Glul 5 e - R —
S| £ | Budget Highlights Page-2
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W Ttem Actual Budget Revised Revised Revised | Remarks Budget Ine/(Dec) |
_, 2001 2002 2002 2902 vs 2002 vs 2003 over
7 actual Budget Revised
. 2000 2002 2002
| 11. Tetal Expenses excluding :
F xceptional iters ,ﬁ 2,770 3,177 3,186 - 18% + 0% 3,530 +11% |
12. Exceptional Ttems ; | , Oa direction 167 ,
{a) Special Pension contbns Nil Nil 167 | m i by Board, to
| cover end 2001
A pension fund
“ ” deficit in 3
., yearly
,, ” | instalments,
i | Approved by
L o L . LTU e
(b) Lenve encashment 1 Nil Nil @4 Approved by 82 +28%
i Boaril,
| i gradually to
, cover end 2001
”, compensated ,
| absences in *
e =]l approx. S yrs. s
< || (c) Total Nii Nil 231 B 1 249 +8 %
a M 13, Total expenses incl exceptionai ”
= items . o 2,770 3,177 3,417 +23% + 8% | 3,779 | +11%
= m 14. Provisions against investments 2002 reversal | - ,_
(a) Bad/Doubtful 244 Nil of stock | |
(b) Steck Murket market ,
L depreciation 577 Nil (&577) depreciation |
15, Imcome Tax provsn 160 100 200
16. Govt share of surplus 242 78 160
| 17. Total outilow + provisions 9,568 9,571 8,865 -T% | - 7% - | 10,804 | +22%
o| 3
ol
Bl w S T . .
O | & | Budget Highlights Page-3
x| 2
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C. FUND CHANGES AND EXPENSE RATIO °
liem , Actual Budget Revised Revised Revised Kemarls Budget 1 Ine/ Dec)
“W 2001 2002 2002 2002 vs 2002 vs 2003 over
,ﬁ actual Budget Revised
en | L _ 2001 2002 2002
% 18. Accretion to Life Fund | 6,692 7,268 8,706 + 30 % + 19 % | Mainly due to 8.284 - 5%
& ” increase in |
S | irvestment |
- mm income and
0| reversal of
M | :::.ri. )
: ” depreciation.
&d || 19. Opening Life Fund 68,127 751937 74,819 83,52
‘F 20. Closing Lile Fuud 74,8199 §2,481 §3,5258 +12 % + 1% 91,809 +10%
“_ |l 21. Excess expenses ) — excluding 988 1,124 1,135 +15% 0 + 1% 1,185 + 4%
- Exc:ptional iterus | !
22. Rer ewal Expense ratio ™ - L 36.65% | 3717 % [ 3815 % +1.8% | +0.98% | Future reduction | 37.05% | -1.10%
excluding Fxceptional Ttems in this ratio
h requires growth
W in 2Znd & lafer
M policy vear
premiuins
23. Excess expenses O - including | 988 1,124 1,354 +20 % 1,420 +5%
__ Exceptionai items | h .
< | 2|l 24. Renewal Exp ratio ™7 - | 36.65% | 3717% | 42.62% | +5.97% | +5.45% | Exceptional items | 41.40% | - 122%
al& including Exceplional Ttems scheduled to
o M | M | taper oif in
I M . | about 5 years.
" Estimate made before audited accounts
¥ Per audited accounts
0 w Mmm_um_ has not yet framed new expense rules. Fxoess expenses = actual expenses less maximurn experises permitted under defunct Insurance Rules, 1958
W m ~ Renewal Expense ratio caleulated under repealed Insurance Act, 193&/defimet Insurance Rutles, 155€
m W | Budger Highlghts Page-4
HE | (
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D) CAPITAL EXPENDITURE
Annexure-1I contains portfolio-wise/division-wise details of the requirement of capital expendiiure for the year 2003, Nature of these
expenses (in brief) is giver as below:

= 251 Individual Life

S

™ a) Capital expenditure in zones are mostly meant for business development purpose and are for providing seating and allied

o tucilities in kind to the field force.

o

5| <
Q = ) Cn the office side, capital expenditure is required to upgrace the office equipments and replacement of furniture, fixture
= and computers, ete. according to the need and requirement.

=

E g N ™ .th. O 5 43

[, Ll neal bstale Operations

@

- A capital budger of Rs.30 million: has baen proposed by Real Estate Division for the year, 2003 for renovation of civil, plumbing
and electrical works at different zones/offices of the Corporation and replacement/renovation of air-conditioning plants/ifts at
various buildings. This does net include budget for acquisition / construction of buildirg and plot for which approval is obtained
form Executive Committee or Board of Directors on case te case basis

253 Computer Division
Computer Division has proposed capital budget of Rs. 74 million for the year 2003 te procure Parsonal Computers, Printers, UPS
and Radio Modems, etc., for radio link betwesen zones and Principal Office. .
< [ n 254 P&GS Division (FO)
O] - y o TS 3 7 o £ ol : -
e P&GS Division has proposed Rs.40 million for the year 2003 for purchase of new cars and Rs.€ rmillion for fumniture, office
I |« equipment and electric appliances ete. A further sum of Rs.15 millicns has been estimated 1o procure Personal Computers and
N Printers for various zones and Divisions of the Corporation.
255 Field Manpower Development Division (PO)
FME Division has propesed capital expenditure of Rs.4.6 millions for cost of Lraining equipment for its 8 cenires.
256 Overseas
Gull zene has requested for allocation of Rs.3.5 million Tor purchase of new computers, offics fumiture ard ecuipraent at Dubai
Office and SAF fer field workers. The SAF is intreduced in Gulf Zone for the first time.
¥
0
x| g
] -
9 m Budget Highlights Page-5
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Annextire -
BUDGET SUMMARY
STATE LIFE INSURANCE COREPORAIION OF PAKISTAN
(8] SUMMARY OF BUOGET PROPOSALS FOR THE YEAR 2003 AND REVISEL BIUDGET ESTIMATES FOR THE YEAR 2002
< I o o s.In mililors o
m ” ‘Within Paxlstan ) __ Oversues T Corporaticn basis _\
| Description | Actual {Rudgetsd| Revised | Projsction 3udgeted | Revised | Projaction | | Actual | Bucdgeled | Revised | Projection | |  Remerls
N ) o 2001 | 2002 2002 2003 i 2002 | Z002 | 2003 {2001 | 2002 | 2002 | 2003 h o
“ 1-INCCME. BR261.36 (JRs6200 {IReEI32 ERs.60.00
w M 11- 6553 7,399 B 483 287 478 83 451 7351 7,762 8934
— 12- 9453 10,100 165442 86 78 48 48 9.331 10,148 10510
Nu [ 18206 47,489 18948 | I 362 | 605 [ 1] 499 ] T [ 7182 17810 19444 | Annexus
ey 2-CUTGO
B 1 1275 1462 97 128 i'3 141 1382 1.389 1803 Annexire B
= 2,071 82 70 65 74 2,117 2136 2283 Annexure-
=y R - - - {322 (339) (356)
— z4 73 A 7 Be 74 1.7¢ 1.797 1827
»n 2.6 -Management Expenses ?xn uding extra c.d.,:!.% _?35 3.007 164 18T 178 216 3,177 3,186 3,630
= 2E Exi ;NJ ems(Fre - - 218 - - . 3 3 - - 219 238
- [ 2815 2,860 3224 I 184 | 97 | 182 ] 218} [ z7170] 3177 ] 3,405 | 3,756 |
5,061 £ 655 21e 458 7% 91 5572 5219 5725 8825  Annexure-D
WHBS\, [ a4 8,662 ﬁ 66 | %49 ] 308 | 9397 [ 8811 10,356 |
L 7sTa [ w04 €878 9861 62 | 308 I 9397 | 8131 10590 ]
537 293 585 75193 4819 83525
49 159 190 7,785 8780 8854
- - (322) {351) (370}
x - - 517 =
(200) (100}
..... o - ) (120) (100)
- M|.:K,B‘h1\m_ .Bm i Svde0 | | 403 | \\\.%ml-..l.’m 62] 8716 [ €3626 | 91,809 |
B[ et LEXEELSES
< i
& 420 1074 8z 98 03 124 1163 1,202 1388
0 & 1 1 1 1
= 84 109 13 - g4 113 150
T L EEE 715 6 45 37 a7 585 735 806
N 1,668 1,862 1811 "84 140 171 1782 2,061 2,345
A
iy
947 1,081 1,096 142 41 48 38 4a 388 1124 1,135 1,185
4.3 -Excess over alls/mbie Expensss (ncluding extra ordinry lterns e o 1313 1313 ) [ at! 43 42 47 [T Taes ] 1,124 1,364 1,420 |
€ - RENEWAL EXPENSE RATIO
|- Renswal Exp 3668%  3787%  3856% 36 559 3 17%  :815% 37.05%
B69%  3787%  4320% 1835% 3747%  £282% 4141%
/2003 15:49
” X
0
Elo
Ol m
=
ol w
w| k
x w .
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2.4 - Paymen to Policynho
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72 1.283 ¢ 807 0871

@Rs53.38 @Ra.60.00

D 2318 114,700 132.054
310 1,163 1162 1,448 66 68.937 86.903
428 3.744 SR 3.758 232,103 172845 225.335
4.756 6.350 7552 J91.8L8 4255 362.831 451.301

73.832 47813 48.033

828 | 8129 6911 8322

503.876 41044

469.334 |
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3.486 2.548 118 15 157 578 7CEAY €1.230

o
<
wh
~
o
N

fan
Ead
B
W

| aesz03] 356004 952192 | 309028 |

DIRECTORS

MINUTE BOOK




TIME

CHAIRMAN'S
INITIALS

I

1E BOARD OF DIRECTORS
ON

I

{4

pist

a4

$7" MEETING OF T

R

HELD AT
LA%A"‘ h

KATL

S OF 17

el

B

T
|

7

INSURANCE CORPORATION OF PAKISTAN
MINT

STATE LIFE

Annexure - I

STATE LIFE IMSURANCE CORPORATION OF FAKISTAN

EUDGET PROPOSAL FOR THE YEAE 2003 AND REVISED BUDGET ESTIIMATES FOR 2002

irdividual L

Cversezs Divisicn 2.570

Group Life 3.000

Real Estate Division 30.0

Feld Manpower Development Div 4.200

Computer Div.gion 74 000

P&GS Division £1.600

206,100

=

Total

R e T e o L =1
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Annexure - A

STATE LIFE INSURANWCE CORPORATION OF P, STAN
Cl

INCOMEz
Ra. in millions
Corgoration basis |
Frolectiaon Aciual |Budgeted| Revised | Projection
2003 2681 2002 2002 2003
R3.80.00

in Pakistarn
Ravised | Projsction; _ Actual

2002 2003 a0
@R5.61 36

fie.52.00

BOARD OF DIRE
ON

{
)

= 1200 1,225 1.412 g3 127 115 136 i 1,343 1
st
fee 3 8 07 8 - { - 3 8 17 8
S
~ AR B33 ] i) e i ) &7 o5 Tt 7 1
o L4H 633 72 921 e iz i &7 495 5% 821 i
[

d 4.034 2.802 4 1472 149 23 225 4,088 1316 4,081 4 367
Pl
-
5 1288 {430 1 2.000 - = - 1.256 1.450 1.800 2,000
gl
=y
M, 0,683 7.42¢ 2 8,483 282 42F 363 4 5,945 7,850 7782 8.934
= baiy
B M = Investment & Other income §.19% 8.292 2738 10.082 €8 7 45 “8 9.285 3,970 9,786 10,130
o) e
s o/
™ | 8l«| ReelEsmte Income 54 330 362 380 - = - - 354 360 352 386
Lo | |e2
) - ey — =g . = i T 2 1 Ta o e T =
e T e Totsl income ! 16,208 18877 |  17.489 | 18,945 | | 358 | 410 468 | | 18,584 17,181 | 17,810 19,434

N L 1 | 5 = : L 3 )

bt A - - BT | 5
b =
Bt
ot
Z,
= LT% B65% 73% TEY%
M Zrd Year S0% 90%; 89% 8%

Lsiness Proaress Report
Zno Year

Zrd Year
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“ tar
M Desceription Actuz’ Bidgated Projeclion-2003
!
_ | witniout extra
| TEBI{S] e 2004 2002 Full cost | ordinaly items cest | ordinary items
1,028 . z28 1,228 1,412 1,412
. ] 1 778 Ce €23 823 S4a Q43
eld costs on FYP 55 2 ) G5 113 13
ive bonus to Ares Manageis 23 0 3 21 35 3
MNorms! Area Managers Cost less 15% aliocable to 134 7 153 S 1682 164

rovision to Pensicn Fu
Leave SEncashment

Paymeat of lest year perks

Total acquisitior cost on FYP

¥ age of asnui necosion FYP

o83

{253
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2
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Ya STATE LIFE INSURANCE CORPCRATICN OF PAKISTAN
N Wm BUDGET PROPQSAL FOR THE YEAR 2003 AND REVISED BUDGET ESTIMATES FOR 2002
o< POLICY PAYMENT
-
m”m Rs. in millions
€3] _ Wilhin Pakistan J_ Overseas __Corporativn basis
&2 ~ Description Budgeted Revised [Projection Actuzl | Budgeted | Revised | Projecilon Actual Budpgeled Revised| Projection
e Year(s) — > 2001 | 2002 | 2002 3003 | 2001 2002 2002 2003 2001 2002 | 2002 2003
. @Rs.61.36 @Rs.62.00 @R559.39 @ Rs.60.00
INDIVIDUAL LIFE
597 584 627 670 3 5 12 18 500 58¢ €39 688
Matvity Claims 1,182 1,769 1808 1,943 135 &2 30 40 1317  1.861 1,838 1,983
Surrenders 2,089 2451 2,222 2,373 76 €1 29 33 2135 2511 2,251 2,408
{ 11 12 14 - - - - 8 11 2 14
Clairn Investigation Expenses 2 4 4 4 0 C 0 0 2 4 4 4
Sub-Total | 3,848 | 4817 4473 5004 | 234 | 158 71 911 [ 4082 4,976 4,544 5,085 |
Z|m| eRroupLrE
8l Group Ciaims 1339 1,208 1,118 1,660 - - - - 1338 1.208 1,115 1,66C
% \M\ Group Profit Cormmissicn 171 35 56 70 - - - - 171 35 66 70
~ Clair Investigation Expenses 0 0 9] 0 - - - - 0 0 O 0
g Sub-Total | 1,510 ] 1,244 1481 1,730 [ -] - - - 1 [1,510] 1,243 1,181 1,730 |
Total Policy Paymernts 5358 5,081 5,655 3,734 214 158 71 a1 5,572 8,219 5725 6,825
wlg
o
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A
¥ |2
[
= 4
(®] W f f
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o 27 STATE LIFE INSURANCE CORPORATION QF PARISTAN
[z o BUDGET PROPOSAL FOR THIE YEAR 2003 AND REVISED BUDGET ESTIMATES FOR 2042
C |z M
m o= 2001 Rs In milions
[
o INDIVIDUAL | TOTAL _
I | GROUB | SUB- | REAL [SUB-TOTAL| e TOTAL
Q B TITLE OF ACCOUNTS Fm_wm. + “w.nau LIFE TOTAL, NVESTMENT ESTATE | INV + RED lﬁdw._wﬁé ) OVERSEAS CORPORATION
- m” Int'| DIV, PAKISTAN
== = NCOAE
E W Premium come 5 30¢ 1,256 € 853 : - . 6,653 282 6,845
H ot Investment Real Bstate & Other [ncome - - - 8168 354 4,553 8,853 66 8,618
= TOTAL INCOME 5,396 1,256 € 853 8,189 354 9,833 16,206 358 16,584
F=
) 1,120 2 1,124 - - - 1121 82 1,214
o 1,416 74 1,484 §21 506 1,128 2622 g2 2,684
7 2.545 80 2,616 621 506 ©,128 3,743 154 3,898
o - 510 1,510 - - - 1,510 1,510
fost 2,535 1,580 4,128 8§21 506 1,128 5,253 154 5,408
nhw. 2,861 {334) £.635 8,577 (152) 8,426 10,853 203 11,158
i 3.848 - 3 5i6 . - z 3,848 214 4,062
= 7104 an 7.084
ol | Quﬁﬁuuﬂa mm@.ﬂq of siplus (242)
= < | = Pravizion for income tex (160)
m U Net ieccesse fn Life fund 6,692
e w - 1.ife fund st the ond of the year 74,818
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7.., STATE LIFE INSURANCE CORPORATION OF PAKISTAN
e BUDGET PROPOSAL FOR THIE VEAR 2003 AND REVISED BUDGET ESTIMATES F'OR 2002
o U 2002 (Rudgeted) Rs In milllons
= INDIVIDUAL)| o0 cvip SUB REAL |suB.ToTAL| [OTAL i
- S GROU - " /B . TOTAL
LE OF ACCOUNT E+ PO+ T N RS 5
= ILES RS LIFE* PO+ | 1w | TOTAL ESTATE | INV+RED |V HIN JOVERSEAS] 0o poRATION
= int'| DIV, . PAKISTAN
=
fr 5,878 1,450 7425 - - - 7425 426 7,851
,\m,l. - - - 8 882 360 9,252 8,262 79 | 9,331
5,875 1,450 7,425 8 892 360 9,252 18,677 505 17,182
QUIGH
Fielc B3 1,250 4 254 | - - 1,254 128 1,382
1,656 86 1,725 11 | 312 322 2,047 70 2,117
TOTAL MANAGEMENT EXPENSES 2,888 92 Z,879 1 312 322 3,301 188 3,488
Policy Payments { Group Life } - 1,244 1,244 | - - 1,244 - 1,244
2,Bti8 1,338 4,273 11 312 322 4,545 18 4,743
Incroase in Life Fund befora IL Policy Payraents 3,088 114 5,487 8 881 | 48 322 12,132 307 12,438
<y Payments (Irdividuel Life ) 4.817 - 4817 - | - 4817 158 4,975
7.315 149 7,464
Government share of surplus (75)
= H Provision for income tex (100)
L[ Net incresse In Life fund 7,288
o e Life fund at the end of the year WIIII.I."wIMlNM._l.
-
2|
I«
0 X
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i STATE LIFE INSURANCE CORPORATION OF PAKISTAN
> R BUDGEY PROPOSAL FOR THE VEAR 2003 AND REVINED BUDGET ESTIMATES FOR 2002
ol
u NDOMN (Revisad) Rs in milHons
A NODIDUAL | - - - TOTAL W,
Ww TITLE OF ACCOUNTS LIFE + PG + CM%MW amo.aw 41, |DIVESTMENT| m%“m m“wmawﬁwmw WITHDY |OVERSEAS n.omwww.wwmoz
(& int'| DIV, PAKISTAN
by
cmul Income 5,848 1,500 7,348 - - - 7.34¢8 363 7,782
/Real Tstate & Other Income - - - 9738 362 10,100 10,100 48 10,148
TO{ AL TNCOME 5,808 1,500 7,388 9.738 | 362 10,100 17,468 411 17,910
auUiGo
Field Expenses 1,271 4 1,275 - | - - 1,275 113 | 1,388
ative Expensee 1,845 104 1,848 17 | 304 351 2,298 68 2,387
1O TAL MANAGEMENT EXPENSES 3,116 108 3,224 A7 334 351 3,574 181 3,758
Policy Favinents ( Group Life ) - 1,181 1,181 - - 1,181 - 1,181
Cutgo before policy Payments ( Individuel Life ) 3,116 1,280 4,405 17 344 351 4,756 161 4,937
Facrease in Life Fund bei'ers I, Polley 2,783 210 2,884 9,721 28 351 12,743 230 12,873
Policy Faynents (Individual Lite ) 4473 - 4473 - - 4473 71 4,544
Net edditicn to the Life fund after policy payment 8,270 159 6,428
Sl = Government share of surpius (100
< wi. Provision for income tex (200)
a ( Reversel of provision against investments 577
- Net increzse I Life fund 8,708
% 1.!fe fund at the emd of the year 33,525
N
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Vs.’ STATE LIFE INSURANCE CORPORATION QF PAKISTAN
- “ BUDGET PROPOSAL FOI THIE VEAR 2003 AND REVISED BUDGET ESTIMATES FOR 1662
5|<
m 2003 (Estimate)
INDIVIDUAL | . T TOTAL
M TIILE OF ACCOUNTS LIFE + PO + _,.M%Nw mew mmmm &%.Mowwwur WITHIY |OVERSEAS| o0 ch
= Int'| DIV, FPAIISTAN
- TCONE
ﬂ\Wh Pre: Tcome 8 483 2,060 &,483 - - 8,483 451
Tnvestment Real Sstate & Other ncoms - - - © 360 10,462 10,462 48
TOTAL INCOME §,483 2,000 §,483 360 10,482 18,845 498
QUTGO
Field Expenses 1,456 3] 1,482 = = 1,462 141
Administrative Expenses 1,664 121 2,085 352 370 2,455 75
TOTAL MANAGEMENT EXPENSES 3,410 127 2,547 382 370 3,817 2186
Policy I'avments ( Group Life } - 1,730 1,730 - - 1,730 -
Cutgo before policy Pavments { Individual Life ) 3,420 1,857 £.278 352 370 5,627 216
Tnerease in Life Fund bei'ore 1L Policy Payvinents 3,083 143 3,205 78 370 13,267 283
5.004 - 2,004 - - 5,004 g1
8,283 162
- H it share of sueplus
< wn[ - income tex
a % Net Incresye In Life fimd
ﬂ fife fund ot the end of the yesr
2|5
.
o X
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e
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Annexure-1V

Performance-Based Bonus plan for Zonal Officers’ Team of Individual Life Zones
(with extensions to Regional Offices and Principal Office)
In respect of bonuses for Year 2003

1. Zonal Officers will be a Team
All Zonal Officers would constitute a Team. Zones will be responsible for major elements
affecting operational profitable growth.

g
The Performance Bonus plan will Inshallah encourage balanced performance, and help to break]
down departmental and functional barriers. Marketing people will have a direct interest in quality
and profitability aspects like persistency, renewal expense ratio and early death claims. Under
writing, new business, accounts, internal audit and other functional people will have a direct;
interest in the growth of FYP. Reduction of suspense will be taken into account.

Half the Zone's Performance Bonus will be based on the points earned by the Zone.
The remaining half will be based on the points eamed by State Life as a whole for the Pakistany
Individual Life business. Tn this way, both Zonal performance will be encouraged, and a Slatg
Life corporate spirit will also be encouraged. Also, even the weakest Zones will benefit from thel
performance of State Life as a whole, and it will stabilize the system.
2. Area Managers have their own svsiem
Area Munugers have their own incentive system, snd will not get the boruses allocated to others.
3. Minimum Qualifying I'YP growth and Second Year Persistency.
The Minimum Qualifying Real FYP growth in any calendar year over the previous year must be at least equal to inflation. If 4 Zone tails
to achieve this growth rate, then there no points will be earned by the Zone for its own performance.

—

BUT, for Zones whose FYP in 2002 was less than a "floor” of Rs 30 million, a higher Minimum|
Qualifying real FYP growth rate net of inflation, upto a maximum of 10%, will be required, on &
case 1o case basis.

Likewise, for Sub-Zones and Sectors whose FYP in 2002 was less a "floor” of Rs 10 million, &
higher Minimum Qualifying real FYP growth rate, net of inflation, upto a maximum of 10%, will
be required, on a case to case basts.

The Minimum Qualifying 2nd Policy Year persistency must be at least 62% in 2003, 1l a Zone
{ails 1o achieve this, then no points will be earmed by the Zone for its own performance.

4. Point svsiem: Summary
To ensure balanced performance, 9 items will be measured under a point system. There will be a
maximum of 80 points, allocated as follows.

CHAIRMAN'S

Group A New Business, Field Development and Regularity of Business INITIALS

1. Real % growth in FYP, net of inflation: 25 points
2. Ratio of SR's who are active professionals 5 points ——
3. Ratio of FYP through newly recruited active SR's: 5 points %
4. Regularity of New Business throughout the year _5 points

Sub-total Group A 40 points
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Group B Persistency
5. Second Year Persistency
6. Third and Later Years Persistency
Sub-total Group B

Group C Expense

7A Reduction in Renewal Expense Ratio
OR
7B Level of Renewal Expense Ratio

Sub-total Group C 10 points
Note: 7A and 7B are alternatives. The Zone will get the benefit
of whichever yields the higher points.
Group D Moriality
8. Mortality under Early Death Claims within actuarial expectation 5 points
Sub-total Group 1D 5 points
Group E Suspense
9. Year end Suspense as % of year's 2nd + later yrs premiums 5 points
Sub-total Group E 5 points
Total of Maximum points 80 points
5. Point System: Details
‘57—*# T Iy — N
Standard attained

10 points
10 points

20 points

10 points

10 points

|
|
| Standard
l

|
\
Real % increase in FYP over | Af least some real increase. |
previous calendar year, j
caleutated to nearer whole For Zones, Sub-Zones and Sectors ]

1%. whose FYP in the previous years Maximum
was less than a "floor” to be
! "Real” means net of specified from time to time, &
| inflation. See Note (1) higher Minimum Qualifying I'YP

growth rate will be required, on a
case 1o case basis.

" Minimum Qualifying | Points, provided Qualitying

For each 1% Real increase:

| point.

{
I
|
25 points %

|
2. Ratio of SR's whoare |
active Professionals |
‘ No point

|

|

See Note (ii) for definition
of active SR

Less than 33% of SR's are
active professionals:

For each 1% over 33%: 1

For this purpose, those SR's

will count who were For every 1 % over 20%:

recruited in 2003 and who

did at least Rs 20,000 FYP Maximum 5 points

in 2003

point
B - - S Maximum 5 points
3. Ratio of FYP through If FYP through newly
newly recruited active recruited active SR's is less
SR's than 20% of the Zone's FYP
in 2003: No point

1 point

CHAIRMAN'S
INITIALS
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5 62 % ’ For each 1% 2nd Yr
i Calewated to nearer whole | Persistency over 67%:
] 1% } 1 point
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| 4. Regularity of New || ’\ No of [
| Business | Productive Pomnts \‘
! Quarters S |
“ Depends on number of } 4 5 |
‘1 "Productive Quarters”. See | 3 3
| Note (iti) for definition of ‘ 2 1
i "Productive Quarter” I 1 0 |
I 1

i Note: The Minimum Qualifying

| NB: Single premium policies | Standard is lower than the level

| sold in the previous vear will | over which points are earned. See | Maximum 10 points
£ | be excluded while next column |

caleulating 2nd vear ,

| persistency. {\

|

For each 1 % 3rd Yr over
20,
v

|
|

t 6. Third and later Policy
| 85%: 1 point

years's Persisiency

Caleulated to the nearer Maximum 10 points

|
j whole %
|
\
|

Note: If 3rd & later years
J Persistency is 85% or less,
1
;
i

there will be no points
Points will depend on the

7A Reduction in Renewal

Expense Ratio } reduction of the Renewal
| Expense Ratio compared
The Renewal Expense ratio . with 2002, in brackets of

| 1/2% of the Renewal

| Premium. For this purpose

i the Renewal Premiom will
melude Second and later
policy years' premiums.

| will be caleutated by the

| statutory method, to two
| decimal places.

| point will be given, uplto a

\

|

|

] For each 1/2% reduction, 1
|

] maxamum of 10 points. ‘
l

|

|
% 1 | Lixamples
i \ Reduction Jess than 1/2%: 0
\ ' | R eduction at least 1/2%,
Less than 1% 1
Reduction at least 4.5%, —_
| | less than 5%: 9
| | Reduction 5% ormore 10
7B. Renewal Expense Ratio | [f the Renewal Expense Ratio
is 13% or less, 10 points will
Caleulated by the statutory be eamned. CHATRMAN'S
method, to nearer whole INITIALS
1%. For each 1% in excess of =
13%, | point will be
Note: 7A and 7B are , deducted.
alternatives. The Zone will . . .
get the benefit of whichever g tzk;/R;?;:;i E;gzmmto
ields the hi ints. y P
vields the higher points zer0 points




STATE LIFE PAGE NO.

INSURANCE CORPORATION OF PAKISTAN

MINUTES OF 170" MEETING OF THE BOARD OF DIRECTORS

2235

DIRECTORS

HELD AT ON

TIME

MINUTE BOOK

KARACHI 1°" FEBRUARY, 2003

[ If Ear]y Death Claims within
actuarial expectation, give 5
points.

B Early Death Claims

Early death claims mean death
claims 1n the first two policy
| years For every 2% above actuarial
expectation:

% above actuarial expectatios ‘ .
’ P T Deduct 1 point

will be calculated to the nearer
even % E.g. Early Death Claims are
6% above actuarial
expectation.

Deduet 3 points from 5,
resultant score is 2 points.

The excess % will be

sum insured. For the present
purpose, the mean of these
two percentages will be used

caleulated by number, and by f

_—

Year end
9. Year end Suspense as % of Suspense
Year's 2nd -+ later yrs j as % of Points
Premiums year's 2nd
+ later yrs
| Taken to the nearer whole premiums .
percent 1% or less 5
2% 4
3% 3
4% 2
5% 1
— | 6%ormore 0
Notes:

{©) Real Growth in FYP This means growth in excess of inflation. For this purpose, inflation will be
deduced from the official Consumer Price Index (CPI) for the 12 months ended 30 June 2002, Premium
figures will be taken from the computerised BPR. Single Premiums will be counted @ 6% of the Single
Premium.

(i) Definition of active SR for the purpose of Item 2 of the Point chart

Active SR is one who is a genuine professional who completed at least Rs 50,000 FYP in 2003 under at
least 12 policies on different lives. and had 2nd Year Persistency of at least 70% in 2003.

{1it) Extraordinary performance.

In respect of those Zones whose increase in FYP is such that they qualify for more than 25 points, the
Corporation may at its discretion decide to award such outstanding performance outside the Performance
Based Bonus Scheme.

Notes:
{1) Each policy must be for at least the minimum premium prescribed by the Corporation for the relevant
year

(ii) No 2nd year persistency requirement for new SR’s recruited in 2003.

(iii) Definition of Preductive Quarter

A Productive Quarter is one in which the FYP is at least 20% of the Total of the Zonal Area Managers'
Annual FYP Quotas for that year. If there are any Sales Managers working directly and not through Area
Managers, then 20% of their Annual FYP quotas for that year will also be added for this purpose.

CHAIRMAN'S
INITIALS
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[llustration
7Zonal Area Managers' total FYP for the full year Rs 100 million.

20% of this is Rs 20 milhion.
‘Therefore a Quarter in which the FYP was at least Rs 20 million will be a Productive Quarter.

6. Special Treatment of Sub-Zonal Heads, Sector Heads and Underwrilers
(1} Each Sub-Zonal Head/ Sector Tlead will earn maximum 60 points based on his own Sector/Sub-Zone's
Performance as follows:

CGroup A (New Business, Field Development and Regularity of business) 40 points
Group B (Persistency) 20 points
60 points

For all remaining items (maximum 20 points), he will get the points earned by their Zone.

(2) For an Underwriler, Lthe points under "Group A Real % growth n FYP, net of mflation", (maximum 25
points), will be accorded according to the performance of the Corporation as a whole in Pakistan, not the
Zone's performance. For all remaining items (maximum 55 points), he will get the points eamed by their]
Zone.

7. Extension to Regional Officers' Team
Regional Chiefs and Officers in the Region will constitute a Regional Officers' Team, and will get
Performance bonuses based on the above calculation for their Region as a whole.

8. Extension to Principal Office

Principal Office's [ndividual Life point score will be based on the above calculation for the Corporation'’s
entite Pakistan Individual Life business. Exception: In 7B, 10 points will be allowed if the Renewal
Expense Ratio for the entire Corporation's Pakistan business is 15% or less, instead of 13% or less for the
Zones. 1 point will be deducted for each 1% in excess of 15%, and PO will get zero points under 7B if the
Renewal Expense Ratio is 25% or more.

The following P.O. Divisions will be allocated 100% to Individual Life. Their bonuses will depend on
P.0Os Individual Life point score:

Marksting
PHS

The following Divisions will be allocated 75% 10 (ndividual Life and 25% to Group. Their boruses will
depend 75% on P.O.'s Individual Life pomt score, and 25% on P.Q.'s Group Life point score.

P &GS
B&A
Internal Audit
Computer
Actuarial

[aw

9. Conversion of points earned into Bonus

Bonuses will be a percentage of the Officer’s basic monthly salary as at the end of the relevant calendar
year, As stated earlier, to build a Corporate Spirit, and also to ensure that even the worst Zone's officers
share in the overall progress of State Life, Regional and Zonal Officers’ bonuses will depend half on their
Region's or Zone's own performance, and half on the performance of State Life as a whole in Pakistan.
Details are given below.

CHAIRMAN'S
INITIALS
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For Regions and Zones
A percentage equal 1o 5 times of (Hall' the Zone score + half P.O.s' Individual Life score)

Iustration A Zone carned 60 poinls for its performance In the year 2003, having completed thel
Minimum Qualifying FYP growth and Znd Year Persistency requirements.

Principal Office earned 50 points for ils performance in the vear 2003, having completed the)
Minimum Qualifying FYP growth and 2ndYear Persistency requirements.

The Zonal Head and Zonal Officers will get 5 times (%4 x 60+ 14 x 50) = 275% of their December
4B 2003 basic monthly salanies

See Para ¢ above [or special treatment of Sub-Zonal/Sector Heads and Underwriters.

For Principal Office
The multiplier will of 3 will be applied to the whole of State Life's Individual Life performance in Pakistan.

See Para 8 above for treatment of certain Divisions whose bonuses depend partly on Individual Life and
partly on Group.

18. Date of declaration of Officers’ bonuses

Officers' bonuses will be announced as soon as the figures are available. Figures must be submitted by the
Zones by 28 February 2004, and the bonuses caleulated by 31 March 2004, so that they can be provided
for in the Revenue Account for 2003.

11. Extension to Internatiomal Division
‘The scheme will extend to the Intemational Division on the same basis in principle, with such
modifications as may be decided.

12. Performance Based Bonus Scheme for Group, Investment and Real Estate

‘There are separate Performance Based Bonus Schemes for Group, Investment and Real Estate

13. Pro-rated for service during part of 2 vear
[T a participant in the Performance Bonus System worked for less than the full calendar year in the Team
concerned, his bonus will be pro-rated according to the period served in the Team.

14. General Conditions
[Fnew Zones are created, the system will be modified for them. If Zones are merged, the performance in
2002 of the merged Zones will form the base.

In the case of doubt. Principal Office's decision will be final and binding on all concerned.

The Scheme may be withdrawn or amended by Principal Office at any time.

CHAIRMAN'S
INITIALS




i STATE LIFE eace no 2238

INSURANCE CORPORATION OF PAKISTAN

MINUTES OF 176™ MEETING OF THE BOARD OF DIRECTORS

DIRECTORS HELD AT ON TIME

MINUTE BOOK KARACHI 1°T FEBRUARY, 2003

Annexure-V
Performance based Bonus plan for Group Officers’ Teams of Group Zoues

(with extension 1o Principal Office)
In respect of bonuses for Year 2003

1. Introduciory points
Half the Zone's Performance Bonus will be based on the points carned by the Zone.

P
The remaining half will be based on the points earned by State Life as a whole for the Pakistar Group
Life and Pensions business. In this way, both Zonal performance will be encouraged, and a State Life
corporate spirit will also be encouraged. Also, even the weakest Zones will benefit from the performance
of State Life as & whole, and it will stabilize the system.
2. Minimum Qualifving Real Group Premium growth and Profitability
The Minimum Qualifying Real Group Life and Pensions Premium growth in any calendar year over the
previous year must be al least equal to inflation. If a Zone fails to achieve this growth rate, then there will
be no bonus for the Group Zonal Officers' Team.
The Minimum Qualifying Group Profitability must be at least 2.5% of the Premium.
3. Point system: Summary
To ensure balanced performance, four items will be measured under a point system, with a minimum
standard for each. There will be maximum of 80 points, allocated as follows:
Group A Business
1. Real % growth in Total Group Life & Pensions Premium net of inflation: 25 pounts
2. Real % growth in Group Life & Pensions Premium out of New Groups : 10 points

Sub-Total Business 35 points
/".

Group B Persisiency

3. Persistency 20 points

Group C Profitability

4. Profitability of Group Zone 25 points
Sub-total Profitability 25 points
Grand Total of Maximum points 80 points

4. Point System: Details

Item Minimum standard Points, provided minimu
| standard achieved
1. Real % growth in Total -+
Group Life & Pensions Tor each 1% Real increase: | © *:I'TF*I"A"‘::'S
Premium over previous At least some Real increase 1 pomts. | =———=
calendar vear, calculated to %
nearer whale 1%. Maximum 25 points

"Real" means net of inflation.
See Note (i) below
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| 2. Real % growth in Group
Life & Pensions Premium

|

|

\ For each 1% Real increase:
\ |
From New Groups over |
|

1 points.

previous calendar year,
Maximum 10 points

Maximum 20 points

less, there will be no points

Note: If Persistency is 90%)|or

"Real" means net of inflation. ‘

See Note (1) below ‘ )

3. Persistency For each 1% Persistency over
90%:

Calculated to nearer whole 1% 2 points

4. Profitability (in respect of ]
Group Term business) For each half % profitability
Minimum profitability: 2.5 of | over minimum: 5 points

Calculated to the nearer half | premiums
% Maximum 25 points

See Note (i1) below

(The measurement of
Profitability of Pensions
business is complex, and the
points earned under this head
will be determined separately
by the Actuarial Division)

Noies:

(1) Real Growth in Group Premium This means growth in excess of inflation. For this purpose, inflation
will be deduced from the official Consumer Price index (CPI) for the 12 months ended 30 June 2002.

(11) Profitability (in respect of Group Term business)

This will be calculated on a true acerual basis, with adequate provision for (a) unexpired tisks (b) incurred
claims, whether paid or not (¢) estimaled IBNR ("Incurred But Not Reported”) (d) estimated profit
commission or experience refunds (d) any other payment made or accrued to the policyholder e.g
investment return.

The Actuarial Division must certify the Profitability calculation for the Zone.

(iit) Extraordinary performance.

In respect of those Zones whose increase in FYP is such that they qualify for more than 25 points, the
Cormporation may at its discretion decide to award such outstanding performance outside the Performance
Based Bonus Scheme.

5. Special Treatment of Sector Heads

In respect of 55 points under the heads Business and Persistency, each Sector Head will eamn points based
on his own Sector's Performance. For the remaining 25 points under the head Profitability, he will get the
Zone's points.

CHAIRMAN'S
INITIALS

—
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6. Extension to Principal Office Group Officers’ Team

The Principal Office Group Officers’ Team will include the Divisional Head of Group, and Departmental
[eads and Officers working under him. It will also include any ED whose tesponsibilities limited to
Ciroup.

The Points of the Principal Office Group Team will be based on the above calculation for the
Corporation's entire Pakistan Group Life business.

The following Divisions will be allocated 75% Lo Individual Life and 25% to Group. Their bonuses will
depend 75% on P.O.'s Individual Life point score, and 25% on P.O.'s Group Life point score.

P &GS

B& A

a Intemal Audit
Computer
Actuarial
Law

7. Conversion of poiuts earned into Bonus

Ronuses will be a percentage of the Officer's basic monthly salary as at the end of the relevant calendar
year, As stated earlier, to build a Corporate Spirit, and also to ensure that even the worst Zone's officers
share in the overall progress of State Life, Zonal Officers’ bonuses will depend half on their Zone's own
performance, and half on the performance of State Life as a whole in Pakistan. Details are given below.

For Zones
A percentage equal to 5 times of (Half the Zone score + half P.O.s’ Group score)

Illustration A Zone eamned 60 points for its performance in the year 2003, having completed
the Minimum Qualifying Real Premium growth and Profitability requirements.

Principal Office eamed 50 points for its performance in the vear 2003, having completed the
Mirimum Qualifying Real Premium growth and Profitability requirements.

The Zonal Head and Zonal Officers will get 5 times (V4 x 60+ % x 50) = 275% of their December
2003 basic monthly salaries

See Para 5 above for special treatment of Sector Heads.

For Principal Office
The multiplier will of 5 will be applied to the whole of State Life's Group performance in Pakistarn.

See Para 6 above for treatment of certain Divisions whose bonuses depend partly on Individual Life and
partly on Group.

8. Date of declaration of Officers’ bonuses

Officers’ bonuses will be announced as soon as the figures are available. Figures must be submitted by the
Zones by 28 February 2004, and the bonuses calculated by 31 March 2004, so that they can be provided
for in the Revenue Account for 2003.

9. Pro-rated for service during part of a year
[f a participant in the Performance Bonus System worked for Jess than the full calendar year in the Team
concerned, his bonus will be pro-rated according to the period served in the Team.

10. General Conditions
If new Zones are created, the system will be modified for them. [f Zones are merged, the performance in
2002 of the merged Zones will form the base.

CHAIRMAN'S
INITIALS
—_—

In the case of any doubt or clanfication, Principal Office's decision will be final and binding on all

concerned. g

The Scheme may be withdrawn or amended by Principal Office at any time.
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Annexure-V[

Performance-Based Bonus Plan for Officers of the Real Esiate Division
For the vear 2003

1. Measurement of this Division presents some conceptual problems. Therefore, their scheme
will have only 40 points, unlike 80 points for Individual Life and Group. The remaining points
will be determined by taking 37% % of P.O.'s points for Pakistan Individual 1ife Business and
12Y % of P.O's points for Pakistan Group Business. Thus a maximum total of 80 points will
be built up as follows:

40 for Real Estate's own performance + 37% % of 80 P.O.'s points for Pakistan
Individual Life Business + 12% % of 80 P.0O.'s points for Pakistan Group Business
= 80 points
2. Real Estate's own 40 points will be as follows:
S.No Ttem | Diescription | Max
| ’ Points
1 Increase in Gross Rental Income | 1.5 points for every Rs 1 million
(Minimum increase Rs 5 million). | increase in excess of Rs 5 million. 15
2 { Increase in Rented Area (Minimum 1 point for every 1,000 sq fi
) increase 5,000 sq ft). exceeding 5,000 sq fi. 10
3 | Recoveries of o»uitgizmding rent | 1 point for reduction of every Rs
. {more than 1 year old). 0.5 million. 5
: \ | :
4 f Yield on  investment (Net 3 )
Income/[:}ook Value  excluding | point for every % % vield.
P vacant plots), measured to nearer
"y l 10
Y2 /0 pa. f )
i J Total points. f 40 )

Calculation of Bonus:
Points will be caleulated afier closing of the books of accounts, All figures will be taken from the andited
annual accounts of the Real Estate Division.

Afler adding 37% % of 80 P.O.'s points for Pakistan Individual Life Business + 1214 % of 80 P.0's poirits
{or Pakistan Group Business, the total points will be multiplied by § to arrive at the bonus as a % of
December 2003 basic salaries of Real Estate Officers, irrespective of their place of posting, —

In regard to items 1 and 2, equitable adjustments will be made, as decided by Principal Office, to allow for
any new space available on account of new buildings completed or purchased, or space given up by the
sale of any building.

CHAIRMAN'S
INITIALS

In the case of any doubt or clarification, P.()'s decision will be final and binding on all concerned.

The scheme may by withdrawn or amended by P.O at any time.




