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\ 7
CONFID NTIAL AND RESTRICTED
The one hundred and seventy first (1717 ) Mecting or the Board of Directors of
Staic Life Insurance Corporation of Pakistan was heid on 17" May, 2003 at 10:00 a.pi.,
in Board Room, Statc Life Building No.9, Principal Office, Karachi.
PRESENT:
Mr. Samee-ul-Hasan Chairmzn
. Mr. Azhar Ali Malik Director
a iy ‘Mr Bashir Ahmed Director
© | Mr. Muhammad Sharif Ljaz (Jhaun Director
A Mr. Nessar Ahmad Direclor
~ Air Marshai (Retd.) Sharbat A. Changazi  Directlor
Mrs. Spenta Kandawalia Director
Mr. Umar Ata Bandial Director
? Mr. Shahid Aziz Khan Roard Sscretary
e
i . 2. Mir. Zafar Mahmood and lvir. Miuhammad I_atif , ¥xecutive Directors, attended the
| A .meeting by invitation.
E' ]
3. Mr. Samec-ul-Hasan, Chairman informed the Board about the sad dernise on 7%
I March, 2003 of Sayed Muzafar Ali Shal, the former Chairman of State Life. The Board
|
| expressed their deep sorrow and grief and offered fatcha for the departed soul. The Board
prayed that Almighty Allah may grant him maghferat, and grant sabr-i-jameel to his family.
E ITEM (1) ~ CONFIRMATION OF MINUTES OF 170m MEETING OF THE
. BOARD OF DIRECTORS HELD ON i*" FEBRUARY, 2003.
p . :
;:A& 4 The minutes of the 170% Meeting of the Board of Directors held on 1% February,
2003 were placed before the Board. .
| 3
| w 5. Mrs. Spenta Kandawalla proposed and Mr. Azhar Al Malk seconded that the
N minutes be confirmed. '
Accordingly, it was resotved as under,
| RESOLVED:
Action: "that the Minutes of the 170% Mceting of the Board of Directors held on 1¥ February 2003
Board be and were hereby confirmed."
Secrelary
ITEM (2) IMPLEMENTATION REPORT ON BDECISION TAKEN IN Tk
PREVIOUS BOARD MEETINGS.
Action: 6. The Board Sccretary presented before the Foard the implementation report on CHAIRMAN'S
Board decisions taken at the 170" Meeting of the Board held on 1™ Iebruary, 2003, which were _INITIALS
Secretary noted. : ;

_.Divisional Head({ Actuarial) and Mr. Khizar Hayat A

7. At this point, Mr. S. S. Akhtar, Appointed Actuary, Mr. Shahrukh Sabzwari,

nir, Divisional [ead(B&A) joined by
special invitation.
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ITEM (3) CONSIDER/APPROVE — AUDITED ACCOUNTS FOR THE YEAR
ENDED DECEMBER 31, 2002 TOGETHER WITH AUDITORS
REPORT THEREON.
Exceutive Director(B&A)’s Memorandum dated 06-05-2003
8.. Mr. Bashir Ahmad, Chairman of the Board Audit Commitiee informed the Board
that a meeting was held by the Board Audit Committee with the Ixternal Auditors on 16"
May, 2003 where the audited accounts and letter of the Auditors addressed to the Board
of Directors were discussed in detail The Board Audn Committee recommended to the
Board, that annual accounts for the year ended 31 Decermber, 2002 alongwith Notes to
the Accounts an Auditors reports thereon as well as the amount of provisions,
- adjustments and addmon to investment portfolio be approved.
9. ED(B&A) and Divisionai Head(B&A) presented before the Board, the 30" Annuai
Report on the operations of State Life Insurance Corporation of Pakistan for the year
ended  31% December, 2002 comprsing  of ihe  following  audiicd  Gnancial
statements/regulatory returns:
. i) Balance Sheet
11) Profit & Loss Account
1i1) Statement of changes in equity
1v) Statements of Cash Flows
V) Revenue Account
Vi) ‘Statement of Premium
vii) Staten.ent of claims
i)  Statement of expenses
1X) Statement of Investment Income
x) Statement of Assets for Solvency
Xi) Classified Summary of Assets in Pakistan
s
10. The Securitics & Lxchange Commission of Pakistan (SECP) under section 167(2)
of the Insurance Ordinance, 2000, has notified Insurance Rules aLso containing accountmg
regulations and accounting formats vide SRO No.938 dated December 12, 2002 and has
made these applicable for the accounts from the year 2002. The Corporahon had some
observations relating to presentation of some accounting figures in some of the new
formats. The matter was taken up with SECP who kindly accepted to most of the
Corporation’s observations, Accounts for the year 2002 have accordingly been prepared
on ihe new formats prescribed for preparing the financial staiements/ :eguiatory returns
mentioned above.
1% Some of the major changes that have been made in the new formats as compared to the
previous formats are as under:-
1) Previously, Financial Stau:ments bunsz prepared were (1) Balance Sheet (ii)
o Revenue Account (iii) Profit & s Account and (iv)“Cash Flow Statement.
——— Insurance Rules, 2002, besides changes in presentation of accounting figures in

these statements earlier prescribed, have also preseribed néw formats of financial
statements for showing (1) Premiums (i) Claims (ii1) Expenses (iv) Investment
Income and (v) new form of rcgu'latory return in respect of Statement of Assets
for Solvency. Further, Statement of Classified Summary of Assets (presently
Form AA) has also been modiﬁcd and Notes to the Accounts have been made to
be prepared more comprehensive.

CHAIRMAN'S
IHITIALS
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) Life Fund has been bifurcated into different Statutory Funds and keeping in
vicw the busincss of the Corporation, State Lifc has bifurcated its funds into
three Statutory Funds namely (i) Pakistan Lifc Fund (i) Overseas Life Fund and
(ii1) Pension Fund, besides separating figures for Shareholders” Fund.

11) Tnvestment income on the fixed income securities was previously computed by
applying the factor rate provided by the issuing institutions. After the
implementation of Insurance Rules, 2002 also containing revised accounting
formats and accounting regulations, the investment income has been computed
on the basis of ‘Internal Rate of Return® ([RKR) under International Accounting
Standards (IAS-18 and IAS-39).

iv) ©  Previousty the actuarial valuation of policvholders liabilities was being -
carried out separately taking into consideration the amount of Life Fund as
determined in the accounting statcments, but the policyholders habxhl:lcs
were not a part of the accounting statements. Under the new formats,
policyholders liabilitics determined as a result of actuanial valuation of each
statutory fund as on the Balance Sheet daie, are required to be reflected in
the financial statements.

12. The accounts of the Corporation for the year ended 31st December, 2002 were
jointly audited by a panei of statuiory auditors namety:
1) M/s. Taseer Hadi Khalid & Co,,
Chartered Accountants, Karachi.

1) M/s. Riaz Ahmad & Co.,
Chartered Accountants, [L.ahore.

. 13. The above panel of auditors was appointed by the Federal Government on  the

recommendations of the Board of Directors of the Corporation, pursuant to Article 28 of the
T.ife Tnsurance (Nationalization) Order, 1972, The accounts of Gulf Zone of the Corporation
were audited by M/s. Sajjad Haider & Co., Chartered Accountants, Dubal, UAE, who were
appointed with the approval of the Board of Directors of the Corporation.

14. The progress of Pakistan Life Fund and Overseas Life Fund of the Corporation
during the year 2002 can be cxamined from the key ratios and statistics given in
Anmnexure-1 and Anpnexure-2 to the Memorandum regpectively, Annexure-3  and
Annexure-4 to the Memorandum show the comparison of actual figures of the year 2002
with the budgeted figures of 2002 and actual of 2001 in respect of Pakistan Life Fund and
Overseas Life Fund respecitvely. Annexure-5 to the Memorandum shows salient information
about the Pension Fund. Annexure-6 to the Memorandum shows the provisions, adjustments
and additions to Investment Portfolio made during the year 2002 for which specilic approval of
the Board of Directors 1s required.

15. Under Section 51 of Insurance Ordinance, 2000 annual audited financial statements/ CHATRMANS
repulatory retums of each vear are required to be \uhmmt :d to SECP on or before 30® April of INITIALS

the foliowing year. Because of the change in au\uuntmb formats made vide Insurance Rules,
2002 issued in the last month of 2002, the SECY has kindly allowed one month extension as
provided in the Insurance Ordinance, 2000.
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i6. Leticr daicd May 10, 2003 of ihe audiiors addiessed (o ihe Board of Directors off
State T.ife Tnsurance Corporation of Pakistan was also placed before the Board which was
noted. The letier contained the view point of the auditors in tespect of the following:-
. (a) liability for employee compensated absences, pension and employee post
T retirement medical benefits.
(b) Ouistanding claims Group & Pension Scheme.
(¢) Premium suspense accounts.
(d) Statutory books requirement of the Companivs Ordinance, 1984,
(¢) National Accidental Death Insurance Scheme.
(f) Recognition of rental income and valuation of rent receivablc.
(g) Corporation occupied propertics.
. (h) Investment agreement with Burcau of Emipration and Overseas Employment
(i) Netting off of expenses with income.
(i} Valuation of loans and receivable.
(k) Zakat not deposited on timely basis.
() Dormant bank accounts.
() Responses ouistanding from banks and lawyers.
(n) Management letters
17.  The Board noted that presentation of annual accounts for the yecar 2002 as per new
accounting regulations and on the new accounting formats, as compared to the preparation
of accounts on the old format, was a huge task which has been achieved within a imited
time. The Board appreciated the hard work. done in this respect by the Officers and Staff
of concerned Divisions specially of Computer and Actuaral Divisions and extra ordinary
efforts, commitment and dzvotion to duty of staff and officers particularly senior officers
| of B&A Division at the Zones and Principal Otfice.
After discussion, the Board resotved as under:
RESOLVED:
= (1) "that as proposed by the Board Audit Commuittee, balance sheet, profit & loss account,
Action: statmfxcnt of changes i:} egl}ity, statements of cash flows, revenue ahc?sunt, statqnent of
EDRLA) premiums, statement of claims, statement of expenses, statement of investment income,
statement of assets for solvency and classified summary of assets in Pakistan for the year
ended 31" December, 2002 alongwith notes to the accounis and the Auditors reporis
thereon presented for comsideration and approval of the Board, be and were hereby
approved.”
Action: (i) “that the amounts of provisions, adjustments and addition to investment portfolio
ED@®&A) | rolating the accounts for the ycar 2002 as proposcd vide Anmncxurc-6 to the Memorandum,

and detailed hereunder be and were hereby approved:-

Provisions, Adiustments & Addition to Investment Portfoh

a) Provisions and adjustments made in the accounts for the year 2002:

1) Investment operations
Provision and Reversal of Provision in respect of diminution in value of invesiraent
as on 31.12.2003.

: : (Rs. In Milhons
* Against quoted Shares (572.603)
* Against unquoted and de-listed shares 8.331

CHAIRMAN'S
INITIALS
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* Preference shares 0.269)
Cormporate debentures 5.837
* Buy-back shares {0.425)
* Doubtful receivables — Others ~(2.1006)
Total (561.235)
ii) Real Estate Operations
Provisions made and charged to income from Investment Propertics:
(Rs. In Millions)
*“ Provision against vacated tenants (other than court cases) 7.494
— b) Adjustment of opening balances of statutory funds
Balances of Exchange Fluctuation Reserve and General Reserve appearing in ihe
Ralance Sheet were reviewed and the same have been shified from 2002 to the
opening balance of respective statutory funds as on 1.1.2002. The amount of
Government share of surplus for 2001 paid in 2002 have also been adjusted in the
opening balance of the Fund for comparison purpusc. Details of these adjustment
are as Under:-
(Rs. In Millions)
- Pakistan Lifc Fund  Overseas Life Fund
I * Government share of sernlus for 2001 102.744 -
* Tixchange Fluctuation Reserve 35.508 ' 573.268
* General Reserve 1R.808 -
¢) Additions to Investment Portfolio in 2002
Fixed capital expenditure
(Rs. In Million)
* Additions to investment propeitics 14.147
- Investments made during the year:
¥ Pakistan Investment Bonds 14,881.475
Term Finance Certificates 375.000
* Equity Securities 1,319.604
Provision for diminuiion in vaiue of invesiments 18.826
(iti) "that a consolidated summary of audit observations contained in  Management letters
di'«‘_“o in respect of different accounting ceniies regarding weaknesses noted by boih the joint
D{B&A) | Auditors during the course of audit of the Corporation’s financial statements be submitted
to the Board as and when scparatc summarics from both the Auditors are reccived.”
” (iv) "that Air Marshal (Retd) Sharbat A. Changaz and Mr. Muhammad Shanf Laz
ction; ~ ; : ) ; . e
DE&A) Ghaud , Directors, be and were hereby authorized to sizn alongwith the Chairman and the
L

Executive Director (B&A), the annual accounts for the year 2002."

ITEM (4) CONSIDER/APPROVE — ACTUARIA), VALUATION AS AT
DECEMBER 31, 2002.
Appointed Actuary’s Memorandum dated 03-05-2003

18. Mr. Bashir Ahmad, Chairman of the Board Audit Commitice informed the Board
that a meeting was held by the Board Audit Committce with the Appointed Actuary on

CHAIRMAN'S
INITIALS
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16™ May, 2003 where ihe aciuarial valuation as ai 31" Decomber, 2002 were discussed in
detail. The Board Audit Committee recommended fo the Board that the actuarial valuation
as at 31" December, 2002 be adopied.

19. The Appointed Actuary prosented before the Board a Momorandum  {or
consideration and approval of the actuarial valuation report of the insurance policics of the
Corporation as at 31* December, 2002

20, All policies, except those valued by accummulation of premiwms or by uncamed

premium (UEP), have been vaiued by the minimum vaiuation basis prescribed by the
SECP in rale 20 framed under sub-section (5) of section SO of the Insurance Ordinance,

e 2000
21.  The position of the suiplus is as follows: (figures for 2001 have been shown for
comparison).
(Rupees in tiousand}
Total 2001 Total 2002
Pakistan Overscas Pension
Life Fund Life Fund Fund
Tota fﬂil")‘ua per Sec 22 Insurance Ord ‘,015,5 39 7,1178,419 45 144 a
To Sharcholders as given above 102,744 180,911 - -
Cost of recommended bonuses to policies 3,872,851 6,524,831 - -
Closing Balance in a/c A 39,914 472,678 44,021 -
Closing Balance in 2/c B - - 1,123 -
Policyholder Liability, including Cost of
Recommended Bonuscs 74,675,893 84,588,200 1,068,094 36,981
22. A significant change has occurred in the iﬁ'V’Caﬁ”‘lC"lf scenano. 1he yield on 10 year
O Government securities viz Pakistan Investment Bonds was approximately 14% per annum
in December 2000. As at the date of writing, this has {a;'.c to less than 5% per annum

‘Ihe Corporation has substantial holdings of 10 year PIB's purchased at higher yiclds h’om

ecember 2000 onwards. The fall in investment yields has resulted in 2 large capital
appreciation of PIB's held as at 31 December 200Z. There has also been capital
aqpreg:aﬁgp of Qrdma‘n/ shareg of listed cognr)anips and of real egtate. If the present viﬂld

scenario coniinucs, there wili be a decline in the yield on ihe life fund over ihe next 10
— | "vears.

23. However, as at the valuation date of 31 December 2002, there is a substantial
surplus. In the circumstances, ihic Appointed Actuary reconuncinded the following:
th -
(a) A nicw onc timce reversionary bonus called “307 Anmiversary ucnus”. All

rupce with-profits policies in force for the full sum assurcd as at 31* December
2002 will receive this bonus provided more than 10 years’ premium have been
paid. This is just a one time bonus. The rate of this bonus will be Rs. 37 per

thousand sum assured for each year’s premium paid till 31 December 2002 in | CHAIRMAN'S
- 2. . M . INITIALS

excess of 10 years subject to a maximum of Rs. 370 per thousand sum assured. ]

=

e

(v) In view of the 30th Anniversary Bonus, the raic of Tenminai Bonuses
pavable on claims by death or maturity in 2003, where morc than 10 years'
premiums have been paid, should be reduced to Rs 10 (compared with Rs 30 at the
2001 valuation) per thousand sum insured for each year's premium paid in cxcess

N\Nﬂw

|
|

|
|

|
|
| ‘
|
| !
|




STATE LIFE

INNSURANCE CORPORATION OF PAKISTAN

MINUTES OF 171%" MEETING OF Tiiii BOARD OF DIRECTORS

PAGE NO

2248

TORS

HELD AT ON

TIME

- BOOK

KARACIH 17" MAY, 2003

of 10 years, subject to a maximum of Rs 200 (compared with Rs 600 ai ihe 2001
valuation) per thousand basic sum insured.

Taking the 30th Anniversary Bonus and the Terminal Bonuses together, policies
resulting in claims by death or maturity in 2003 will be better off (with negligib! .
exceptions), comparcd with the situation if no 30th Anmiversary Bonus had been
declared and the previous rates of Terminal Bonuses had been allowed.

() All cther bonus rates (o remain the same as at the 31 Dec 2001 valuation,
detaiis of which are shown at Annexure A to the Miemorandum.  Details of
Specified Major Surgical Benefit are given in Annexure B to the Memorandum.

b = o

24, IFurther, the Appointed Actuary recommended that illustrations to prospective

policyliolders of With Profits policies should follow the following guidelines:
{(a) llustrations should not be prospective. That is to say, they should not be
based on a projection of bonuses declared as 2t 31 December 2002, whether
reversionary bonuses, terminal bonuses, one tme bonuses or otherwise. (But see
below as to Sunehn and Shehnai policies)

b Instead, illustrations should be retros cclivc That is to say, they should be
P Y. Y
ased on the actnal bonuges ')ay'/'hlf' fo ﬂehf_":s maturing in the vear 2003,
ased tuia r 1 10 m the ve

(c) The tllustrations should contain a statement to the effect tha

() 97.5% of State [Life's actuarial surplus must be allocated to or
reserved for policyholders. Bonuscs are declaicd out of this allocation/
reservation.  Future bonuses will, thercfore, depend on the surpluses

- discloscd by future actuarial valuations; and

(i) Past resulls are not necessarily 2 guide to the fumre course of
bonuses.

Similar statements may also be inciuded in bonus netices to existing policyholders

The wording of ihe above staiemeni should be 1cviewed yearly. Al some point, if

the fall in yields persists, it may be necessary to strengthen item (ii) of the statement
to draw existing and prospeciive policyholders' aitention to the specific possibility
of a fall in future bonus rates.

25. The Ficld Force should be educated that if low yields persist, the result will be a
gradual fall in futurc bonuses, compared with the past. Dut inflation rates have also fallen
considerably. ‘ihe lield Force should also be cducated that a fall in the inflation rate is
good for policyholders, because it helps to preserve more of the purchasing power of the
sum insurcd. It is a substantial off-sctting factor agairst the fail in the yields. Also, it
should logically lead to a healthier cconomy, which is good for business and industry and
the country’s progress in generai.

26.  The Appomied Aciuary also recommended ihai the Field Force should be
encouraged to seli plans like State T.ife's Sunchri Policy (Table 73) and the Shehnai Palicy
(Table 77). Under these Tables, there is scope for yicids and invesimient resulis to be

CHAIRMAN’S
INITIALS
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passed inrough fo policyholders. This may cnabje Siaic Life o follow a more fiexibic

investment policy. Under these plans, renewal premiams are dynamised, which is good for

the policyholders and the Coiporation. Tustrations {or these policies perforce have o be

prospective, because hardly any have matured so far. But the illustrations should contain
tatcments to the same cffect as (i) and (i) para-23 above.

27, ‘The Appointed Actuary submitted the following conclusions arsing out of the
study carried out for Actuarial Valuation as at 31" December, 2002:-

(1) Trend of yield on statutory funds and Renewal Expense has been as follows:

Year Yield % Year Yield %

1999 15.35 2001 12.50
) 2000 12.83 2002, 1474

(i) Trend of renewal expense ratio has been as follows -

Year Rencwal Expense Ratio % Year Renewal Expense Ratio %

1999 4486 2001 36.64

2000 5734 (40.60)* 2002 33.19 (29.14)**

* if the Voluntary Retirement and Separation ** Excluding Rs.166.982 million being special contributios
Scheme (VRSS) expense is excluded. to Pension Fund and Rs. 55.771 million being

encashivent of one-lh of ledave balance as gt
31* December 2001.
28. Toial tumber of individual life policies, sum assyured and office preminm in fr.ce

...... o1 RSB Sl

as on December 31, 2002 compared wiih in force as on December 31, 2001:

31% December 2001 31% December 2002

No. of policies 1,806,476 1,801,91

Sum Assured 106,313,843,053 114,913,180,895

Office Premium 6,024,422,731 £,532,179,454
— 29.  Tor Middie Last foreign cuirency business, boiius would be recommended at year

end 2004, as a]so prescribed under the U.AE. laws.

Afier deliberaiion on the recommendations made by the Appointed Actuary, it was

resolved as under:

RESOLVED:
Aot (i) “that in respect of with profit Anticipated Endowments/Three stage/Three Payment
Appointed|  Policies of whatever type in force for the xu‘u sum assured as at 31" I)cc,c,mncr 2002, ihe
Actuary rate of one time “30" Anniversary Bonus” should be at a lower rate ¢ impared with Wholc

Life and Endowments. The Appoinicd Aciuary be requesied io adjusi ine raics suiiably.”

(ii)“that subject to the foregoing, the Memorandum of the Appointed Actuary regarding
Action Actuaral Valuation and the recommendations contained therein including but not limited
Appoinicd) 14 those mentioned in paras 23, 24, 25, 26 and 29 of these minutes and the following
Actuacy recommendations of bonuses for Rupees business to policyholders be and were hereby

approved:- _—
— . 7 BONUS 7OR PAKISTAN RUPEE BUS ]"HISS CHAIRMAN'S

i INITIALS

I Whole Life and ¥ndowment Assurance = —
For with profits policies in force for the full sum assured as at 31% December 2002: |BHFiaess

(1) Reversionary bonuscs per thousand sum assured per annum would be as per foliowing
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schedule (2001 figwes are given {or companson).
2601 26062
For First Five From 6th Policy  For First Five  From 6th Policy
Policy Years  Year Onwards ~ Policy Years  Year Onwards
Whole Life Rs.56 Rs.102 : Rs.56 Rs.102
Endowiments
20 years and over Rs.48 Rs.94 R5.48 Rs.94
15 to 19 years Rs.35 Rg 81 Rg. 35 Rs.81
- inciusive
14 years and less Rs.20 Rs.66 Rs.20 Rs.66
Notes;

(a) Jeevan Sathi and Shadabad policics will be treated ag
Endowment policies.

(b) Big Deal policies will reccive reversionary bonus on 25% of
he sum assured only.

{c; For Whole Life by limiled payments, bonuses will be
allowed at the same rate as for Whole Life. The bonuses
are admigsible even after the completion of premium paying
period for each year the poiicy has been in force for fuii

. sum assured.
(i1) Interim Ronus, in addition to reenlar bonuses already vested, will be payable on
claims arising in the period up to the next bonus declaration. The rate of interim bonus
would be the same ag given in I(i) above.

(i)  Tenminal Bonus will be paid on claims by death or maturity in 2003, where more
than 10 years’ premium have been paid. The rate wiil be Rs. 10 (compared with Rs 30 at
the 2001 valuation) per thousand sum assured for each year’s premium paid in excess of
10 years subject to a maximum of Rs. 200 (compared with Rs 600 at the 2001 valuation)
per thousand sum assured.

(iv)  Special Terminal Bonus will be paid on claims by maturity in 2003, where a
Family Income Benefit (FIB) is inforce at maiurity as a supplementary coniract, or as
built-in benefit, and has been in force for more than 10 vears. The rate will be Rs. 10 per
thousand basic sum assured undet the policy for cach year in excess of 10 years that the
FIB supplementary contract has been in force, subject to a maximum of Rs. 200 per

thousand basic sum assured (same as 2001 valuation).

NOTE: Torminal and Special Terminal bonuscs arc. cspecially scasitive to the futurc
surplus of State Lite. Hence, no indication can or shouid be given of Terminal and Special

Terminal bonuses, if any, which may be allowed on maturities or death claims after 2003.

I1. Anticipated Indowment Assurance

For with profit Anticipatcd Endowments/ Three Stage/ Three Payment policics of
whatever type in force for the full sum assured as at 317 Dzcember 2002:

L HAIRMAN'S
INITIALS
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@ Reversionary bonuscs per thousand sum assured per annum would be as per the
following schedule (2001 figurcs are given for compaiison).
o 2001 2002
T Tor I'irst I'ive . Trom Gth Policy  For Tirst Iive  Trom 6th Policy
Policy Years  Ycar Onwards  Policy Yéars  Year Onwards
20 years and Rs.35 Rs.69 Rs.35 Rs.69
over
15 to 19 years Rs.25 Rs.59 Rs.25 Rs.59
inclusive
[ 14 years and less Rs.19 Rs.53 Rs.19 Rs.53
(ii) Interin Bonus, in addition to reguiar bonuses aiready vesied, wiil be payable on
claims anising in the period up to the next bonus declaration. The rate of interim bonug
wouid be the same as given in 1i(1) above.
(u)  Terminal Bonus wiil not be paid on these policics.
(tv)  Special Termmal Bonus, as mentioned in I(iv) above, will be paid on cases having
Family Income Benefit supplement contract.  The Special Terminal Bonus will be
calculated on the basic sum assured under the policy, and not on the residuai survival '
benefit.
v) If the policyholder lets a Survival Benefit temain with State Life, a Special
Reversionary Bonus will be added six months after the due date of the Survival Benefit.
For Survival Benefits falling due in 2003, which the policyholder opts to leave, Special
Reversionary Bonuses will be ailowed as foliows (same as 2001 valuation).
Period between Special Period between Special Reversionary
r— Survival Benefit Reversionary Survival Benefit due  Bonus per Rs. 1000
due date and Bonus per Rs. date and maturity Survival Benefit
maturity datc 1000 survival date
Benefit
20 years Rs.3,165 9 years Rs.1,005
18 years Rs.2,765 8 years Rs. 845
16 years Rs.2,350 7 vears Rs. 695
14 years Rs.1,940 6 years Rs. 555
12 years Rs. 1,545 5 years Rs. 420
10 years Rs.1,175 4 years Rs. 300

Note: Policies under Family Pension Pian (Table 12) will noi be eligibic for Special
Reversionary Bonuses.

1. Super (Table 72), Sunehri (Table 73), & Shehnai (Table 77) nolicies

(1) Bonuses under these policies are credited to the policy afler the policy has acquired
an Adjusted Opening Cash Value. The bonus is credited on ihe Adjusicd Opening Cash
Valug and not on minimum guaranteed surrender value. Bonuses will be credited at the
end of ihe policy year. These bonuses are payable when the Cash Value under the policy
is payable.

CHAIRMAN'S
INITIALS
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11) The raic of bonus is Rs. 115 per ihousand per annum of the Adjusicd Opening
Cash Value. This bonus rate will be allowed tiil the next valuation.
(i)  Reversionary, Terminal or any other bonus rccommended as a result of this
valuation will not be payable under these policics.  However, bonus mentioned under VI
below, if applicable, will be allowed.
IV. Personal Pension Scheme {Table 71)
() Bonuses under Personal Pension Scheme where “Pension is being paid” will be
allowcd on Pension Paymonts. Pension payments will be increascd by bonus from the
- policy anniversary falling in the year 2003.
(11) The rate of bonus is Rs. 80 per thousand per aunum of the pension payments.
(iliy ~ Reversionary, Terminal or any other bonuscs recommended- as a resuit of this
valuation, will not be payable under these policies
V. Snecified Maior Surgical Benefit
(i) Specified Major Surgical Benefit was announced for the first time in 1992
— valuation. This bencfit has been retained in 2002 vatuation. The maxifui benefit 18 Rs.

250,000 (same as 2001 valuation). This benefit is available to -all with-profit policies,
. s st $ .
which have been in full force as at 31% December 2002 and have been continuously in

force for at least five complete policy years at the date of surgery.

(i) Under such policies, if the life assured undergoes specified major surgery during the
inter-valuation pedod i.¢. from 1st January 2003 to 31st December 2003 on account of a
specified dread disease, the Corporation would pay 0% of the basic sum assured (in casc
of Anticipated Endowment plans, 50% of the remaining sum assured after deducting any

-
Fav

due survival benefii(s)), subject o a maximum payment of Rs. 250,000/-. The amount
payable will be adjusted against future survival benefit payments, maturity or death claims.

(i)  The specified surgerics and all other related conditions arc the same as thosc

announccd in 2001 bonus declaration. Details arc given in Anncxure “A” {6 the Minuics.
VI  Family Income Benefits in course of pavment ( where the life assured

has died)

Family Income Benefit to heirs or nominces of deceased life assureds wili- be
increased by 7.5% from policy anniversaries in the ycar 2004 under with profit policics.

Note: The percentage increase will be allowed on the actual benefit paid on policy
anniversaries {including any prior increases) in the year 2003.”

VIL East West Mutuai ete.

Policics issucd by the East Wost Mutual, Grand Mutual, LGI, Pakistan Mutual,
Standard and Union Insurance and former East Pakistani companies will not get Terminal
Bonuses, Special Terminal Bonuses, Specificd Major Surgical Benefit and 30"
Anniversary Bonus.
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Action:

Actiary

NO CASH VALUE OF BONUSES UNTIL THREE YEARS’ PREMIUMS
HAVE REEN PAID

The Cash Value of bonuses will be payable on an in force policy if at least one of
the following iwo conditions has been fuifilied:

1) The policyholder has actually paid at least three full years® premiuims
i) The policy has completed at least three policy years.

However, in case of a death claim, 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 prumums arc in arrears, in order to determine whether the policy
could have been kept in force, cash values of bonuses will be taken into accor

LAV § LAV AU SUBWAY SR UNJLLGTW v L7 mavRy 1-;

“Actua ym¢\n! ” means nas
ng nay

LR iaacin

ment in cash/pay order/bank drafl/cheg

rcaiizc d.

(i) In view of the Appoinied Aciuary’s remarks rcgarding the changed inieresi rate
scenario, the Board desired that the Investment iJivision, in consultation with the
Appointed Actuary and the Actuatial Division, should draft a tevised investment policy.
Further, the Real Estate Division should draft a policy concering acquisition, retention
and disposal of propertics. Doth draft policies should be submittcd to the Iixccutive
Committee and after such amendments as the EC may decide, they should be submitted to

)
Hie B(.‘vc.uu f H app""v'“

ITEM (5 PRESENTATION OF BUSINESS FIGURES FOR THE FIRST
- QUARTER OF 2003 OF INDIVIDUAL LIFE, GROUP AND
PENSIONS, INTERNATIONAL, INVESTMENT AND REAL
ESTATE DIVISIONS.
GM(Marketing), ED(G&P), DHntD, ED{Invt.) And \? MRE)s
Memorandum dated 05-05-2003.

30. The Business Review Memorandums of ED(Marketing), ED(G&P), ED(int.i),
ED(Investment) and GM(Real Estate) for business review of Marketing, Group &

Pension, Intcmauonzu, Investment and Real Estate Divisions respeciively for the first
quarter ended 31¥ March, 2003 were submitied to the Board which were noted.

MARKETING DIVISTOIN:

31. The Corporation procured FYP of Rs.285 million for the 1 quarter of 2003 as
nnnnnnn 53§ $4 PO v

comparcd to Rs.213 million during the corresponding period of last year, thus registering
an increase of 33.83% over the corresponding period of last year.

32. The Corporation coliccted Rs.125 million as second year premium, as compared 1o

Rs.96 million completed during the corresponding peried of last year. The second year
persistency for the first quarter of 2003 was 58.86% as compared to 61.54% during the

same period of last year. The third year and later year's preminm for the first quarter of
2003 was Rs.863 miilion as against Rs.764 miilion second year and renewal premium
collected during the first quarter of 2002. The renewal persistency ratio for the period

- January to March, 2003 is $6.54% as compared to 87.81% during the same period of last

year.
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GROUP & PENSTON DIVISION:

33. The collection of premium for G&P business for the period ended 30" April, 2003
stood at Rs.418.073 willion as compared o R8.262.794 million, for the corresponding
period of last year showing an increase of 59%. G&P Division secured 56 now groups for
the period ended 30" April, 2003 having total promium of Rs.6,257 million as against 29
new groups having premium ot Rs.3,626 million, for the period ended 30% April, 2002
showing an increase of 73% in premium income under new business. During the penod
ended 30™ Aprl, 2003, G&P Division lost 15 policies having total premium of Rs.10.025
million. The persistency of G&P Division upto 0™ April, 2003 was 96.19%.

v axza! P Paay

INTERNATTIONAL DIVISION:

34, Intemationa! Division has procured 11S3.307,769 FYP, during the first quarter of
2003 as against US$. 267,340 for the corresponding period of lasi year showing an
increase of 15%. The policies sold by International Division during the first quarter of
2003 were 241 as against 250 for the 1% quarter of 2002 registering a decrease of 4% over
the corresponding period of last year. Second year persistency achieved during the ¥
quarter of 2002 is 63% as against 90% achieved during the same period of last year
showing a decrease of 27%.

35. The Board instructed DH(Int'l) to ensure that the declining trend in second year
persistency figures for UAE business is arrested and improved persistency and operational
efficiency is achieved to offset the declining yieid on invesiment.

INVESTMENT DIVISTON:

36. Book value of the investment portfolic, which was Rs5.86,788 million as on
Vs December 31, 2002, is estimated to have increased tc Rs.89,398 million as on March 31,

2003, reflecting an increase of Rs.2,610 million and a percentage increase of 3.01°%
during the first quarter ended March 31, 2003. o

37. State Life has invested Rs.3,572 miliion during the first quarier ended March 31
2003 in Pakistan Tnvestment Bonds raising the total investment in PIBs to Rs.39 90(
miflion. Markei value of ihis invesiment in PIBs as on March 31, 2003 was Rs.54,3
million which indicates an appreciated of Rs.14,443 mittion.

~

w =

A
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38. State Life purchased shares with a book value of Rs.467 million during the quarter
cnded March 31, 2003. State Lifc also sold sharcs with a book valuc of Rs.12 million for
Rs.23 million thereby realizing capital gain of Rs.11 million during the first quaricr of
2003. The book value of total equity portfolio which was Rs.7,755 million as on
December 31, 2002 has increased to Rs.8,224 million as on 31" March, 2003. Market
value of eguity portfolio as on March 31, 2003 was Rs.13,022 million showing an
appreciation of Rs.5,247 miliion.

CHAIRMAN'S

o , ;o o e . ; P . e v ey 345 INITIALS
39. Investinent income of total invesiment portfolio is esiimated to be Rs.2,597 million

for the first quarter ended March 2003 as compared to Rs. 11,215 riillion for the year
ended December 31, 2002.

I3l




STATE “FE ‘ PAGE NO- 2255/
INSURANCE CORPORATION OF PAKISTAN /
MINUTES OF 171%" MEETING OF THE BOARD OF DIRECTORS
-
ECTORS HELD AT ON TIME \
e KARACH!I 17" MAY, 2003

REAL ESTATE DiVISION:

LTl O b I Y ol A, . y » N 3 =t ) i . 1. . st
4. The net incorne of Real Tstate Division increased to Rs.17.93 willion, for the 17
quarter of 2003, from Rs.13.45 million during the same period of last year, due to
reduction in adminisirative expenses including staff and officers salary expenses because of

reduction in number of employees as a result of VRSS offered in the year 20()() and

£ S P RS e | v is 4 N1 Q g1 ad
uuca""e Cu y}uv’iﬁi()ﬂ 107 aouoii 3}){5 amounang o Rs.1.87 niulhion mad

same perod in 2002.

e aunng (he

ITEM (06) SUBMISSION BY CHAIRMAN ON COMPLETION OF HIS TENURE.

4 . — e Aot d N _OE_YNNYY
Chairman’s Memoranduim dated 06-05-2003

41. The Board wammly appreciated the Chairman’s services during his tenure,
during which the Corporaticn mads good progress by Allah’s grace. It was decided to

4 113 eil -
incorporate his “Submission on Completion of his tenure” in the Minutes, a5 Annexures

B, B-1 & B-2.

42. The Board agrecd with him thai the following faciors, reinforcing each oiher,
were responsible for whatever has been achieved in the past three vears, and concurred

e [E2AE

m hoping ihey wiil continue n {uiure (o ihe maximum cxieni.

[13s [ ot e

This is the first time in State Life's 30-year history that:
# A high powered board was appointed, with people of stature from various ficlds

Tooxernd 4on nennan

s sl s al o
Al plUJLDDJ.UllD, auu UW\/U I-U beAaw 1U1 D'J Auau_y .YUO.‘U.D

# A Chairman was appointed for a fixed tenure and will Inshallah complete that

£
AR W,

# That the Chairman was a career life insurance professional.

The past three years were one of the very few periods when the Corporation was

allowed to operate without burea r_\_t_r or polmc:ll interference. One of the very
eel

o 1

few periods when people began to feel that hard work and merii is likely to be

rewarded, dnd thal poor performance is likely {0 lead to uncomfortable

CONSEQuEnce
43. The Board also agreed that as soon as possible, the Corporation should be taken out
of Govemmcnt's admmlstratlve control. Proposals towards this end were formulated more than a
year ago, after a thorough discussion, with the participation of the Commerce Minister, the
Commerce Secretary, Board Mcmbcrs rcprcscm,ativcs of private life and non-life insurance
companies, and other distinguished people It will greatly increase the likelihood that decisions in
all spheres will be done on strict professional and business considerations, and on merit.  This is
very important for the future of the Corporation, and for the morale of its personnel. The Board

hu‘)cu that Government will move forward ot this.

e

hie Board expressed the hope that the various reforms camied out durdng the past
three vears, will continue to opcratc in future so that the Corporation’s business continues
to ‘m'wl\‘lc. 'I‘} csc rL""I\ ll‘f‘l—".—

ALERIANSY I0IMS wrav.

7

ey

(2) The lean and need-based head count policy adopted in 2000 (which resulted
in the down sizing of employce strength in NoviDee 2000.
(b) The rationalization of the officers’ salaries carried out w.e.f 1% January, 2000.

[
<
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This resulicd in improved iax ciliciency, and ended ihe exposure of ihe
(,nmorallon to risk of “Defined Benefit” Pensions  in respect of service afier
31° Lru.,uubul' 1969,

(c) The rationalization and pruning of the sircngth of Arca Managers in April
2001. Togetlior with the revised Arca Managers package of November 2001,
this has resulted in greatly improved performance of Area Managcm

(d) The revised field structure introduced with cffect from 1™ January 2002, Witk
s lmkages to regular quarterly production and persistcncy and increased
n'notag it regulted in a surge of new bugin eSS, ¢ consistent UL ferly nr()dnr‘h
better persistency and higher commission and overriding, commission camm&,
for ficld workers at a more rational percentaos cost to the ( Corporation,

{¢) The retirement of dummies, and regisiration and streamlining of the ficid force
which, along with new recruitment and fraining procedures, have resulted in
tuajor cost savings and are likely Inshailak to raise pr oduciivity standards.

(f) The greatly improved policyholders and ficld communication programmes, the
new system: of preraium  notices and traching premium collection Vis a vis
premiums billed.

{g) The elimination of various malpractices, such as the followi ng: (i) payment of
commission by bearer cheques encashable a Statc Life counters, (i1) 25% 1DCS
adjustment and (i) workers chegues es i2lly in December. These me easures,

ATRLULWARE &5 FYULLWIS  bavyalo vog Cliany m 1)ecer iy

Jl

alongwith prompt quarterly and ycarly closings have done much to improve the
qluhly of businesses and ensure that s field workere actually oot their

£S5 o2 5.5 4 LS -2 4 « neld b caaa

commission through a/c payee cheques.

(h) All decisions, including but not limited to those regarding appointments,
irausicrs and promoiions of empioyce and viher personnel maticrs were iaken
purely on objective business considerations 2nd on merit.

I

1{07) CONSIDER/APPROVE - UPDATED STATE LIVE EMPLOYEES
(SERVICE) REGULATIONS. 1973.

Exccutive Dir CCLOT u LX,GS) s Mcmorandum dated 18-0 1-2003

1¢ Board in its 168™ meeting held on 24.08.2002 had decided as under:

(1) ’Ihat the proposal of the Executive Committee at its ZG)J‘ meeting held on

* August 2002 and of E.D. (P&GS) to allow encashment of number of

aay.s of leave on basic pay that has beer forfeite d in case of officers who,

atory to retirement (1 PR)

or who have aiready been refusco LPR and wouid be availing icave afier

retirement (LAR) if such officers npl for the revised leave rules, was

agreed to by the Board in principle, however iis implenentation was

deferred till such time that the Ministtv approved the amended and

updated State Life Lmployees (Service) Regulations, 1973 framed under

Life Insurance Nationalization Order 1972, to be put up for annroval of
the Board at its next meeting.

as on 13&’ July 2002, are a lrrwrhz on leave prepar

CHAIRMAN'S

() That ED. (P&GS) was directed to review the existing State Life dilaia)
- " -~ i ==
Employees (Scrvice) Regulations, 1973 framed under Lifc Insurance =

Nationalization Order 1972, amended from time to time and put up an
upto-date version of the Regulations together with recommendation for
consideration and approval of the Board before submission to the Ministry
for s clearance and notification.
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