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CONFIDENTIAL AND RESTRICTED

The one hundred and scventy second (172™ ) Mecting of the Board of Directors
of State Lile Insurance Corporation of Pukistan was held on 20" September, 2003 at
10:00 a.m., in the Board Room, State Life Building No.9, Principal Office, Karachi.

PRESENT:

Mr. Rascol Bakhsh Baloch Chairman

Myr. Bashir Ahmed Director

Mr. Muhammad Sharif T[jaz Ghauri Director

Mr. Nessar Ahmad Director

Mrs. Spenta Kandawalla Director

Mr. Umar Ata Bandial Director

Mr. Shahid Aziz Khan Board Secretary

2 Mr. Muhammad Javed Khan, Executive Director(RE/Law), Mr. Zafar Mahmood,
Fxecutive Director(P&GS), Mr. Muhammad Latif, Executive Director(B&A/Inv),
Mr. Muhammad Jawaid Khan, General Manager(Marketing) and Mr. Muhammad Aslam
Sabir, General Manager(PHS) attended the meeting by special invitation.

3. The meeting started with recitation from the Holy Quran and the Board Secretary
was provided the honour of recitation.

4. Air Marshal (Retd) Sharbat A. Changazi, Director has requested leave of absence.
The Board granted him leave.

5. Mr. Rasool Baknsh Baloch, Chairman recalled the sad demise on 11" June, 2003
of Mir. Azhar Ali Malik, Director, State Life. The Board expressed their deep sorrow and
grief and offered “fateha” for the departed soul. The Board prayed that Almighty Allah
may grant him “maghferat”, and grant “sabr-i-jameel” to his family. The Board decided to
sond a condolence letter to the family of Mr. Malik appreciating his contribution to the
proceedings of the Board.

o. The Board of Directors appreciated the remarkable services of Mr. Samee-ul-
Tfasan as Chairman of the Corporation who completed his three years contract as
Chairman and left the Corporation on 19" May, 2003. Mr. Samee-ul-Hasan, successfuliy
cavried out reforms and corrective measures in the Corporation, which resulted in business
fike culture. His cfforts promoted team work, which helped in increasing the business f
State Life. The Board of Directors wished him prosperity, success and healthy life. Board
of Direclors asked Mr. Rasool Bakhsh Baloch, the present Chairman to write a lefter of
sincere appreciation to Mr. Samee-ul-Hasan for his dedicated services to the Corporation.

7. The Directors warmly welcomed Mr. Rasool Bakhsh Baloch on his appointinent
as Chairman, State Life Insurance Corporation of Pakistan and wished him all the success
and hoped that State Lifc will make progress during his tenure. Mr. Rasool Bakhsh Baloch
thianked the Directors for their kind sentiments and assured them that he would leave no
sione unturned for the progress and prosperity of the Corporation.

CHAIRMAN'S
INITIALS
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CIEM (1) CONFIRMATION OF MINUTES OF 171°" MEETING OF THE
BOARD OF DIRECTORS HELD ON 17™ MAY, 2003.
8. 't he minutes of the 171" Meeting of the Board of Dircctors held on 17" May,
2003 were placed before the Board.
9 Mr. Bashir Ahmed proposed and Mrs. Spenta Kandawalla scconded that the
mimules be confirmed.
Accordingly, it was resolved as under;
A=Hom:
d RESOLVED: ,
Secretary "ifai the Minutes of the 171" Meeting of the Board of Directors held on 17"
Mav, 2003 be and were hereby confirmed."
I'TEM (2) IMPLEMENTATION REPORT ON DECISION TAKEN IN THE -
PREVIOUS BOARD MEETINGS.
Action: 10.  The Board Seccretary presented before the Board the implementation report on
gw‘:a decisions taken at the 171% Meeting of the Board held on 17" May, 2003, which were
pEREALY discussed and noted with the following observations:-
1i. During the course of discussion, Mr. M. Sharif Ijaz Ghaun pointed out that State
i ifc should establish a Complaint Cell for the redressal of the policyholders complaints.
Mr. Muhammad Aslam Sabir, General Manager(PHS) informed the Board that a
Action: Complaint Cell has already been established and rendering invaluable services to the
GM(PHS/ | policyholders. Mr. Ghavri asked Mr. Muhammad Aslam Sabir that the nature of the
GMMkig) | complamts such as defalcations of premiums and payment of claims etc. and progress
~ made thereupon be brought into the notice of the Board of Directors from time to time.
‘ The Chairman agreed to this proposal.
12, Mr. Nessar Ahmad asked for progress and latest development regarding installation
of computer systems in 26 Zones of State Life. Mr. Bashir Ahmed asked that a
f}"“"“;“ presentation on the development of the computer systems be made in the next meeting of
(6]“;)(? S/ 1 the Board. The Board agreed to this proposal and GM(PHS/CD) was directed to arrange a
comprehenstve presentation on development of computer systems in State Life in the next
Board meeting.
13.  Mr. M. Sharif [jaz Ghauri inquired that why the implementation of decisions
) relaiing to Real Estate Division have not been mzde as the Board directed the Real
%g:;’:;i) Yistatc Divigion to put their matters in the next meeting of Executive Committee.
The Chairman informed that after 171% meeting of Board no meeting of Executive
Committec has been convened due to sad demise of Mr. Azhar Ali Malik as we
were facing difficulty to complete the quorum for the proposed meeting. However
Chairman assured to put the matters of Real Estate in the next meeting after CHAIRMAN'S
Actlons completion of formation of Executive Committee. Mr. M. Sharif Ijaz Ghauri also INITIALS
Elc)t(:’l;;(‘*;" pointed out that the implementation regarding sending the updated service
V. J

regulations of State Life to the Ministry so far has not been complied with.
Mi. Zafar Mahmood, ED(P&GS) informed that the matter is in progress.
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TEM 3) PRESENTATION OF BUSINESS FIGURES OF MARKETING,
GROUP AND PENSIONS, INTERNATIONAL, INVESTMENT
AND REAL FSTATE DIVISIONS.
GM(Marketing), ED(G&P), DH(Int'l), ED(Invt.) And GM(RE)'s
Memorandum dated 09-09-2003.

14, The Business Review Memorandums of GM(Marketing), ED(C'&P), DH(Int.1),
ED(investment) and GM(Real Estate) for business review of Marketing, Group &
Pension, International, Investment and Real Estate Divisions respectively were submitted to
the Board which were noted. At this juncture of time, Mr. Ansar Hussain,
GM(Investment) and Mr. Talib Ali, GM(RE) also joined the meeting.

MARKETING DIVISION:

15. GM(Marketing) presented before the Board the business review Memorandum of
his 1Division.

16. The Corporation procured FYP of Rs.845 million for the period ended August 31,
2003 as compared to Rs.630 million during the corresponding period of last year, thus
registering an increase of 34.13% over the corresponding period of last year.

17. 'The Corporation collected Rs.403 million as 2nd year premium, as against Rs.630
willion FYP of the corresponding period of the year 2002. The 2nd year persistency for
the period from January to August 2003 was 64.03%. The 3rd year and later year's
premien for the period ended August 31, 2003 was Rs.2023 million as against Rs.2140
mitlion renewal premium collected during the same period of 2002. The 3™ year
persistency ratio for the period January to August, 2003 was 94.52%. The new policies
sold upto the month of August 2003 were 96,244 as against 79,174 policies sold during
the same period of preceding year and thus registering an increase of 21.56%.

- 18. Mr. M. Sharif Tjaz Ghauri pointed out that State Life must stress on modern means
of advertisement to give a boost to its business. He further pointed out that a reasonable
Action: budgect be allocatf:d for advmﬁ§qment purpose. He also asked that_a presefnta!ion on
GMavfkt o) advertisement policy of State Life be made before the Board of Directors in its next
mecting.  Board agreed to this proposal and directed GM(Marketing) to arrange a
comprehensive presentation on advertisement policy of Corporation.

LROUP & PENSION DIVISION:

19, Mr. Zatar Mahmood, ED(G&P) presented before the Board ~ business review
Memaorandum of G&P Division.

20. The collection of premium for G&P business for the period ended 30 June, 2003
steod at Rs.735.088 million as against Rs.472.418 million, for the corresponding period of
ast yoar showing an increase of 55.60%. G&P Division secured 95 new groups during the

seriod ended 30" June 2003 having total premium of Rs.15.962 million as against 58 new CHAIRMAN'S
proips having premium of Rs.11.004 million, for the same period of 2002 showing an _NITIALS

mder new business. During the period ended 30" June, 2003 G&P Division lost 31
soliciss having toial premium of Rs.11.461 million. The persistency of G&P Division upto

Wil was 97.57%. =

aerease of 45% in premium income and 63.79% in number of new policies procured §
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21 Some members of the Board were interested to know the other details of business

Action:
ED(G&P)

Actioun:
ED®&GS)

figures of G&P Division. Upon this Mr. Zafar Mahmood, ED(G&P) offered to make a
comprehensive presentation before the Board. The Board of Directors agreed to this
proposal and directed ED(G&P) to make a presentation in the next meeting of the Board.

iINTERNATIONAL DIVISION:

22. At this point, Mr. Akbar Ali Hussain, DH(International) joined the meeting and
presented before the Board a business review Memorandum of International Division.

23. International Division has secured US$.936,100 ¥YP, during the period ended
August 31, 2003 as against USS$. 1,039,989 for the corresponding period of last year
showing a decline of 10%. The 2™ year persistency for the period from January to August
2003 was 61% as against 75% achieved during the same period of last year showing a
decline of 14%. The 3" year and over persistency for the period from January to August
2003 was 75% as against 85% achieved during the same period of last year showing a
dechne of 10%. The policies sold by International Division during the period ended August
31, 2003 were 789 as against 849 during the same period of last year, showing a decline of

wgpr
l(f(ﬁ.

24, Mr. M. Sharif [jaz Ghauri particularly asked the reason for decline in international
business. Chairman explained that the introduction of new field structure, Iraq war, visa
problem and lack of personal motivation through the visits of Chairman/Executive Director
due to strict approval policy of Government regarding foreign visits, are the main causes
of decline in business. Mr. Bashir Ahmed suggested that Chairman should visit the Guif
Zone to motivate the field staff afier the approval of Goverrment. Mr. M. Sharif Yjaz
Cihauri agreed to render all possible help to get approval for Chairman’s proposed visit of
Gulf.

INVESTMENT DIVISION:

25. ED(investment) presented before the Board a business review Memorandum of
investment Division.

26.  Book value of the investment portfolio, which was Rs.86,853 million as on
December 31, 2002, is estimated to have increased to Rs.92,122 million as on August 31,
2003, reflecting an increase of Rs.5,269 million and a percentage increase of 6.07%.
during the cight months ended August 31, 2003 over December 31, 2002. State Life has
invested in Pakistan Investment Bonds(PIBs) floated by Govemnment of Pakistan in
December 2000. The Corporation has placed Rs.11,792 million in PIBs during the eight
wmonths under review raising the total investment in PIBs to Rs.49,569 million. This
conslitutes about 69.76% of Corporation total investment in Government Securities which
was Rs.71,061 million as on August 31, 2003. Market value of Pakistan Investment Bonds
as on August 31, 2003 was Rs.63,523 million, which indicates an appreciation of
125.13,954 million. '

27. State Life equity portfolio, which was Rs.7,752 million as on December 31, 2002
has increased to Rs.8,704 million as on August 31, 2003. State Life purchased shares with
4 book value of Rs.1,127 million during the period ended August 31, 2003. State Life also
sued shares with a book value of Rs.46 million for Rs.91 million thereby realizing capital
gain of Rs.45 million during the same period. The book value of total quoted equity
portfolic as on 31" August, 2003 was Rs.8,410 million while its market value was
i{8.22,358 million showing an appreciation of Rs.13,948 million. Investment income is

CHAIRMAN'S
INITIALS
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cstimated to be Rs.6,573 million for the period ended  August 31, 2003 as comparod to
Rs.11,214 million for the year ended December 31, 2002.

28.  Mr. Nessar Ahmad suggested that short term investments should be made by the
Investment Division instead of long term investments due to decrease in the rate of interest.
Action: He further suggested that dead stock or stock without dividends should be sold off. The
ED(1av) Chauman directed the Investment Division to m ke a detailed and comprehensive
presentation in the next Executive Committees’ meeting on the revised investment policy
of the Corporation.

REAL ESTATE DIVISION:

29. GM(RE) presented before the Board a business review Memorandum of Real
Estate Division.

30.  The net income of Real Estate Division increased to Rs.41.05 million, for the
period ended August 31, 2003 from Rs.35.88 million during the same period of last year,
due to reduction in administrative expenses including staff and officers welfare expetses
because of reduction in number of employees as a result of VRSS offered in the year 2000
and because of provision for doubtful debts amounting to Rs.4.99 million made during the
vear of 2002.

31. After the presentation of business Memorandums from Marketing, G&P,
International, Investment and Real Estate Divisions, Mr. M. Sharif Tjaz Ghauri pointed ont
Action: that the Memorandums presented, were not clear and the number of policies sold and
. GM(Mkig)/ | number of policies surrendered and analysis were not appearing in the Memorandums.
ED(G&P) | The Board agreed with his observation and directed that the business figures should be
DH{D/ | presented in future before the Board in such a pattern that these would be sclf explanatory
& with the help of the explanatory notes stating therein the number of policies, number of

' palicies surrendered with complete analysis.

JTEM(04) CONSIDER/APPROVE — SUBSTITUTE OF LATE MR. AZHAR
ALI MALIK, DIRECTOR, STATE LIFE.
Executive Director(Law)’s Memorandum dated

32, ED(Law) presented before the Board a Memorandum for consideration and
approval of substitute of late Mr. Azhar Ali Malik, Director of State Life and member of
ivllowing Committees constituted by the Board of Directors:-

1) Executive Committee
it) Board Audit Committee
iii) Organization and Senior Post Committee

33. With the sad demise of Mr. Azhar Ali Malik, his substitutes on these Committees

. . - u . CHAIRMAN'S
were to be appointed by the Board of Directors. It is suggested that for the Executive INITIALS
Committee any one from the following three Board Members may be appointed:-

ay Mr. Umar Ata Bandial
h) Mr. Bashir Ahined ==
¢) Mir. Muhammad Sharif [jaz Ghauri =
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34 For the Board Audit Committee, Mrs. Spenta Kandawalla and for the Organization
and Senior Post Committee, Mr. Nessar Ahmed may be considered for appointment.

After deliberations, the Board resolved as under:-

RESOIVED:

(i) “that for Executive Committee name of Mr. M. Sharif Ijaz Ghauri and for
Action: Organization and Senior Post Committee, the name of Mrs. Spenta Kandawalla
EDEaw) as substitution of (late) Mr. Azhar Ali Malik were allowed and were hereby
approved.”

(i)“that the Board Audit Committee will continue to work without any
Aetlon: substitution of (late) Mr. Azhar Ali Malik, till it is resolved otherwise by the
EDU 2w} Board. In place of Mr. Samee-ul-Hasan as a substitution the name of
Mr. Rasool Bakhsh Baloch as Chairman of Standing Committee and
Organization and Senior Post Commitiee be and was hereby approved.”

ITEM(@05) CONSIDER/APPROVE - SELECTION FOR APPOINTMENT
FROM SALES MANAGER TO AREA MANAGER IN THE YEAR
2003 ON THE BASIS OF PERFORMANCE AS AT 31-12-2002.
General Manager(Marketing)’s Memorandum dated

35.  General Manager(Marketing) presented before the Board a N emorandum for
consideration and approval of selection for appointment from Sales Manager to Arca
hanager in the year 2003 on the basis of performance as at 31-12-2002.

36. The matter was to be placed before the Executive Commitice as per the directive of
‘¢ Board. Since the Executive Committee needs reconstitution due to the completion of

- tenure of Mr. Samee-ul-Hasan, former Chairman and sad demise of Mr. Azhar Ak
o~ Malik, Member, Board of Directors, the matter is placed before the Board for
' consideration and approval.

37. The existing criteria of selection for appointment from Sales Manager to Area
Manager was approved by Executive Committee in its 260" meeting held on 26/06/2000
(Annexure “A” to the Memorandum). The Executive Committee also resotved as under:-

“That the above criteria would be re-examined by the Board, in the light of
Insurance Ordinance 2000 which is expected to be implemented soon, for
Juture promotion for the year 2001 onwards based on performance in the
year 2000 onwards.” ‘

38.  In the year 2000 selection for appointment from Sales Manager to Area Managet
was made on the basis of said criteria taking into consideration performance as at
31/12/1999 and only five (05) Sales Managers were appointed as Area Managers. In the
year 2001 no Sales Manager fulfilled the conditions of criteria and therefore no exercise

was carried out. CHAIRMAN'S
INITIALS

39. In view of the decision of Executive Committee, we submitted a memorandum in
the 167th-meeting of the Board of Directors held on 13/07/2002 wherein we requested the
{oliowing; -

i) Sclection for appointment from Sales Manager to Arca Manager on the
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basis of performance as at 31/12/2001 as per criteria approved by the
Executive Committee in its 260" meeting held on 26" June 2000 may be
allowed.

i) The Executive Committee of the Board may be authorized to approve the
revised criteria of selection for appointment from Sales Manager to Area
Manager.

i) The Exccutive Committee of the Board may be authorized to fix the
strength of Area Managers.

40. The Board of Directors in its 167 meeting resolved as under (Annexure “B” to the
Memorandum).

1) “That as proposed by Executive Director (Marketing), pending finalization
by Marketing Division of proposals for revised criteria for selection for
appointment from Sales Manager to Area Manager and strength of Arza
Manager, selection for appointment from Sales Manager to Area Manager
as per criteria approved by the Executive Committee in its 260™ meeting
held on 26 June, 2000 be and was hereby allowed.”

i) “That the Executive Commitiee of the Board be and was hereby authorized
to approve the revised criteria of selection for appointment from Sales
Manager to Area Manager.”

ii1) “Tha the Executive Committee of the Board be and was hereby authorized
to fix the strength of Area Managers.”

41. GM(Marketing) informed that, last year, the Board of Directors had allowed to
appoint Area Managers from Sales Managers on the basis of criteria approved in 260"
meeting of Executive Committee. Accordingly five (05) Sales Managers were appointed as
Area Managers in 2002 on the basis of performance as at 31/12/2001.

42. The total number of Area Managers as at 01/01/2002 was 489. During the years
2002 & 2003 as a result of performance teview of Area Managers, retirement, death,
resignation some Area Managers are not with us now. Nineteen (19) Arca Managers were
promoted as Managers in the year 2002 on the basis of their performance as at
31/12/2001. Five (05) Sales Managers were appointed Arca Managers. Six (06) Area
Managers were reinstated in service on the orders of FST or Honourabale courts. Now the
total Area Managers are 442. Category wise detail is given below: -

| Total as  per
| existing Quota.

 Category “A” I “B” o Totad |
! Number 169 161 112 442 ]
‘1 Currrent year FYP | Rs.39,00,000 Rs. 25,00,000 Rs. 21,00,000

[ Quota J—
| Category wise FYP | Rs. 65,91,00,000 Rs. 40,25,00,000 Rs. 23,52,00,000 Rs. 1,29,68,00,000

43.  This year fifteen (15) Sales Managers have fulfilled all the conditions of criteria
approved in 260" meecting of Executive Committce held on 26" June, 2000 for
appointment as Arca Manager on the basis of performance as at 31/12/2002.

CHAIRMAN'S
INITIALS
p———

————————
_——————
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44. It is requested that the Board of Directors may consider and approve the

Action:
GM(Mit)

Action:

GM(Mit)

Action:
SM(LAET)

intlowing:~

a) The strength of Area Managers may be fixed as 489 (the number of Area
Managers as at 01/01/2002).

b) Proposed/ Revised criteria of selection for appointment as Area Manager
from amongst Sales Managers (Annexure “C” to the Memorandum).

¢) Permission for appointment of fifteen (15) fully qualified Sales Managers
as Area Manager on the basis of existing criteria approved in 260" meeting
of Executive Committee.

5.  The matter was discussed in comprehensive details. During the discussions, Mr. M.
Sharif Jjaz Ghauri pointed out that first of all the Board of Directors must determine
whether the matter of promotion of Sales Managers to Area Managers falls within the
category of State Life Employees (Service) Regulations, 1972, whether the promotion
criteria already has been approved by the Board of Directors and if there was any pending
case of promotion in the category of Sales Managers to Area Managers. The Chairman
briefed on these queries and informed that the Service Regulations were not applicable to
the Sales Managers. However after promotion as Area Managers, the State Life Service
Regulations would be applicable to them. He further briefed that the existing criteria of
sclection, for appointment from Sales Managers to Area Managers was already approved
by Executive Committee in its 260" meeting which was convened on 26 June, 2000. He
also briefed the learned members of Board of Directors that no case of fully qualified Sales
Manager for promotion was pending for the time being,

After deliberations, the Board resolved as under:-

RESOLVED:

(i)“that the Board only allowed item (c) of Memorandum, permission for
appuintment of fifteen (15) fully qualified Sales Managers as Area Managers on
the basis of existing criteria approved in 260" meeting of Executive Committce
and the promotion of fifteen(15) Sales Managers as Area Managers, be and was
hereby approved”.

(i) “that the items( a) and (b) of the Memorandum were directed to be placed
before the next meeting of the Executive Committee for its consideration and
approval.”

ITEM(06) CONSIDER/APPROVE — MINUTES OF 5™, 6™, 7" AND 8™
MEETINGS OF BOARD AUDIT COMMITTEE.

46, Mr. Bashir Ahmed, Chairman Board Audit Committee, presented before the
Board the Minutes of the 5%, 6™ 7% and 8™ meeting of Board Audit Committee held o
26" April, 2002, 24™ August, 2002, 9" April, 2003 and 16" May, 2003 respectivcly.
‘The Minutes of 5%, 6™ 7% and 8™ meetings of Board Audit Committee were noted except
clause (iv) of Item 4 of the Minutes of the 8" meeting of the Board Audit Committce
reparding maintenance of statutory books under Section 205 of the Companies Ordinance
i284.

CHAIRMAN'S
INITIALS
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Action:
CMIALY)

47.  The Board directed that clause (iv) of Item 4 of Minutes of 8th Board Audif
Committee held on 16™ May, 2003 may again be put before Board Audit Committee in its
next meeting which would consider the legal opinion rendered by the Law Division and
thereafter would decide whether Companies Ordinance 1984 is applicable and State Life
would be under legal obligation to maintain statutory books under Section 205 of the said
Ordinance or not?

I'TEM (07) CONSIDER/APPROVE — IMPLANTATION OF PERMANENT
PACEMAKER WITH A COST OF RS.73,000/- TO MR. 8. P.
SIDDIQUI, MANAGERP&GS), P.O.
Executive Director(P&GS)’s Memorandum dated 09-09-2003

48.  EDP&GS) presented before the Board a Memorandum for consideration and
approval of implantation of permanent pacemaker with a cost of Rs.7 3,000/- to Mr. S. P.
Siddiqui, Manager(P&GS), P.O.

49, M. S.P. Siddiqui, Manager (P&GS), Principal Office, suffers from Ischemic heart
discase, diabetes mellitus and hypertension. He was admitted in Liaquat National Hospitat
under care of Dr. Mansoor Ahmed, Consultant Cardiologist, who diagnosed a case of
heart block and advised implantation of permanent pace-maker on 2.5.2003 with a cost of
Rs. 73,000/~ excluding the cost of hospital charges and doctor’s fee.

50.  Permanent pacemaker is an artificial device, which generates electric impulses to
repulate the rhythm of the heart.

51. The Medical Regulations 1973, consolidated in 1988, dis-allow plastic
surgery/cosmetic surgery and organ transplant but specifically allow valve and shunt
replacement of the heart.

52 Similarly 2bdominal trues/supports and cervical collars are not covered under Staie
Life Medical Regulations 1973, showing that artificial devices which do not correspond to
any part of the body but only supports/help in the body function are not allowed on State
Tafe expense.

53.  As per decision of the Board of Directors, (P&GS) Division does not entertzin
nost-facto approvals, special approvals/recommendations for incurring expenses beyond
medical rules. _

54. Three cases secking permission for implantation of permanent pacemaker has been
rcfused by the management previously. The case of Mr. S.P. Siddiqui on above grounds
was turned down by P&GS Division as this was not allowed by medical rules. The officer
concerned has represented against the decision of the P&GS Division.

55, Nevertheless, it is worth mentioning that although organ transplant is not covered
under medical attendance regulations it has been allowed by the Board of Directors after
1998 1o an employee of Lahore Zone namely Mr. Benjumin Nathanial as a special case
(Renal transplant) in its 167" meeting held on 13™ July 2002, at Peshawar.

56. In this case, the cost of device is Rs. 73,000/~

CHAIRMAN'S
INITIALS
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57. ‘The casc is placed before the Board of Dircctors for consideration with the requost

Actiomn;
ED(PXCS)

that keeping in view the dedicated services of Mr. S. P. Siddiqui in State Life for the last
35 years, reimbursement of the expenses be allowed to him by the Board of Directors as a
special case.

After deliberations, the Board resolved as under:-

RESOLVED:

"that pacemaker is certainly included in the category of life saving medical
devices. It may therefore not be denied to those eligible employees and their
dependents, who are otherwise entitled for full medical benefits at State Life
expeuse. Accordingly, the proposal of EDP&GS) in the Memorandum,
concerning permission for reimbursement of the expenses of Rs.73,000/- for
impiantation of permanent pacemaker to Mr. S. P. Siddiqui, Manager(P&GS),
P.O. be and was hereby approved.”

ITEM (08) CONSIDER/APPROVE — DOWNWARD REVISION OF PROFIT
OR RETURN CHARGED ON POLICY LOANS AND
OUTSTANDING PREMIUMS.

General Manager(PHS)’s Memorandum dated 03-09-2003

58.  GM(PHS) presented before the Board a Memorandum for consideration and
approval of downward revision of profit or return charged on policy loans and
outstanding premiums.

Pak rupee policies:

59.  The Exccutive Committee in its 261" meeting held on September 25, 2000
decided to reduce interest rate on policy loans and outstanding premiums in Pak rupec
policies from 15% to 13% per annum compound with effect from July 1, 2000.

00. Profit or return charged on policy loans and outstanding premiums generally
mirror the money market. Presently, there has been continuous declining trend in interest
rate of banks and other saving and investment channels. In view of this trend, the ratc
presently charged i.e. 13% per annum compound appears quite high. The demerits are
twofold: firstly, considering the loan on policy expensive, many policyholders surrender
their policies altogether to meet their financial exigencies; secondly, a marginal number of
those who avail loans face discontinuance of life insurance coverage because of noa-
refund of loan and so passively let their insurance policies auto-surrendered.

Gl Historically, the profit or return charged on policy loans and outstanding
premiums have generally been adjusted to broadly maintain parity with the yield on life
fund. A comparison of the two over a few occasions in the past appears as under;

Yifective date Rate charged on Yield on life
Loans and premiums Fund
February 1973 7% pa 6.6% pa
October 1973 9% pa 6.6% pa
July 1, 1982 ' 10% pa 13.1% pa
January 1, 1989 12% pa 13.5% pa
January 1, 1996 15% pa 15.2% pa

Juiy 1, 2000 13% pa "2.8% pa
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62.  The yield on life fund for the year 2001 was 12.5% and 14.7% in 2002. The yield
}‘ increased in 2002 mainly due to some one-time adjustments in the valvation of shares and
fixed income securities necessitated by the adoption of IAS 39 requirements. Without
these adjustments, the yield would have been 11.8%. In view of significant decline of
yicld on ncw investments, it can safely be anticipated that it may drop further in the year
2003, other factors remaining the same.

63, The prevailing money market rates and yield on life fund drive us to consider a
reduction in profit or return charged on policy loans and outstanding premiums.

64. It is, therefore, proposed that the profit or return charged on pblicy loans and
outstanding premiums in Pak rupee policies may be reduced from 13% to 10% per annum
compound with effect from September 1, 2003.

| 1JS$ and UAE Dh policies:

6S. Keeping in view the smaller rate charged by the competitors abroad, last revision
| i~r foreign currency policies was made with effect from August 1, 1994 when rate was
\ reduced from 2% to 10% per annum. '

66.  As at present, the competitors over there are still charging smaller rate which
mostly range from 8% to 9% per annum.

67.  Interms of the principle mentioned above, the rate charged on policy loans and
outstanding premiums of foreign currency policies also appears too high if compared with
the yield on life fund. The yield on life fund for few recent years is as under:

f Years Yield on life fund
2001 5.62%
2000 - 6.36%
£ ! 1999 6.91%

68. I view of above, it is further proposed that the profit or return charged on policy
loans and outstanding premiums in US$ and UAE Dh policies may be reduced from 10%
to 8% per annum compound with effect from September 1, 2003.

69, Although this matter is in purview of the Executive Committee, but it is being put
up o the Board of Directors due to its urgency pending reconstitution of the Executive
Committee.

After deliberations, the Board resolved as under:-

RESOLVED:

(i)""that after consideration, the proposal of GM(PHS) in the Memorandum,
Aifods regarding the profit or return charged on policy loans and outstanding
GM(PIIS) premiums on policies issued in Pakistan was decided to be reduced from 13%
per annum compound, to the rate of interest equal to previous calendar years’
average of State Bank of Pakistan discount rate plus 2.5% per annum
compound with effect from 1™ October, 2003, be and was hereby approved.”
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(ii) “that propesal for reduction in the profit or return charged on policy loans
and outstanding premiums in US$ and UAE Dh policies be submitted to the
fxecutive Committee for consideration and approval, after getting complete
relevant information from the Gulf Zone.”
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ITEM(©09) CONSIDER/APPROVE — PROPOSAL FOR INVESTMENT IN
TERM FINANCE CERTIFICATES(TFCS)
Executive Director(Investment)’s Memorandum dated

70.  ED(Investment) presented before the Board a Memorandum for consideration and
approval proposal for investment in Term Finance Certificates(TFCs)

71. 'The Corporation besides other avenues also invests its funds in the Term Finance
Cestificates (TFCs) of various companies/institutions. Banks and brokerage houses send
the proposals for investment to the Investment Division of the Corporation. The Research
Section of the Division scrutinizes these proposals. The proposals considered appropriaie
thereafier are submitted to the Investment Committee, Executive Committee or the Board
for approval as per delegation of financial powers.

T2 At present the investment in TFCs is being considered and approved as under:

1) Up to Rs.100 million (Purchasing from the market)  Investment Committee

i)Up to Rs,100 miltion (Pre-Ipos/Ipos) Executive Committee.

iif) Over Rs.100 million ( -do- ) Board after review by
Executive Comunittee

73. At the time of Pre-Ipos the arrangers take a good time in preparation of
mmformation memorandums and projected financial statements. We ~t times receive these
documents two or three days before the closing date of the subscription. Further in case
TICs available in the market are to be purchased, there is hardly any time to refer the
proposals to the Ixecutive Committee or the Board. The Corporation is loosing
mvestment opportunitics in such cases even when TFCs are being issued at attractive
yields.

74. Tt is proposed that the constitution of an in-house committee named as Committee
for investment in TFCs may please be considered for reviewing cases say up to Rs. 100
million. This in house committee may comprise of the following executives:

a) Chairman State Life.

b) All Executive Directors.

c) Divisional Head Investment.
d) Divisional Head Actuarial

75.  Divisional Head Investment will also work as Secretary of the committee. The
guorum of the Committee including Chairman State Life will be four members. In case
“hairman is on leave, the senior most Executive Director will chair the meeting.

76.  If the constitution of an in house committee is approved then the proposals for
investment in TFCs may be proceeded as under:

i) Proposals up to Rs. 100 million In-house committee.
i1) Proposals up to Rs. 200 million Executive Committee.
iii) Proposals over Rs 200 million Board after review by

Executive Committee.
77. After constitution of above in house committce authority earlier given to
investment committee for procuring TFCs up to Rs. 100 million from the market will
stand withdrawn.

-
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78.  The matter was discussed at length. Mr. M. Sharif Ijaz Ghauri was of the opinion
that this item at first instance be placed before the iixecutive Committee and afier their
thorough consideration and recommendations, it may be placed before the Board of
Directors. Mr. Nessar Ahmad also endorsed the proposal of Mr. Ghauri. The Board
agreed with the above suggestion and directed ED(Investment) to place this proposal
alongwith Corporation’s revised investment policy in next meeting of Execuiive
Commiuttee. =
ITEM(10) CONSIDER/APPROVE - PROPOSAL FOR APPOINTMENT OF

FUNDS MANAGER.

Executive Director(Investment)’s Memorandum dated 10-09-2003

79.  ED(Investment) presented before the Board a Memorandun for consideration and
approval proposal for appointment of Funds Manager.

80.  State Life has received a copy of Office Memorandum of Ministry of Finance
bearing No. F.4(1)/2002- BR-II dated 2" July,2003, copy of which is placed as Annexure
A to the Memorandum . According to Clause 6 of this Memorandum it has been made
necessary for all Public Sector Enterprises to use the services of a professional funds
manager approved by SECP.

81.  The Memorandum of Ministry of Finance was referred to our Law Division for
advise. Divisional Head (Law) felt that these instructions were not applicable to State 1 ife.
11 was however of the view that if there was any provision in the Memorandum whicl
the Board feels would be beneficial to the Corporation and is not in conflict with any of
the Statutory Provisions, the Board may adopt it in its investment policy. The opinion ¢
Law Division is placed as Annexure B to the Memorandum.

82.  On our request SECP has provided us with a list of approved fund manages,
placed at Annexure C to the Memorandum

83.  Iuvestment by the Corporation are governed under rules/guidelines contained in the
followings:

i- Insurance Ordinance 2000, Section 32.
1i- Insurance Rules 2002.
lit- SRO 309(K) of 1970 as amended.

84.  The following Investment activities are not being carried out by the
Corporation. Investment in national saving scheme is not allowed to the institutions
while the other avenues mentioned below are not admissible assets under Insurance
Ordinance 2000:-

I- Investment in National Saving Schemes.

1 Active Trading in Shares and Securities.
il- Repos & Reverse Repos

- Letter of Placement

V- Certificate of investment.

Vi- Badlas

Vi~ Hedging (Future Contracts).
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85. At present the investments of the Corporations are made in accordance with its
investment policy earlier approved by the Board in 1999. The salient features of this
policy are as under:

a) Investments in equitics are made after approval of Investment Committee
headed by Executive Director (Investment) which meets once a week. The
Investment Division gets research reports from various brokerage houses. The
rescarch section of the Division also gets copies of annual nd quarterly
accounts of various companies. Based on research reports and accounts the
research section prepares its recommendations for consideration of the
mvestment committee. The committee considers these recommendations and
sclects companies for equity investment.

b) The proposals for investment in- Term Finance Certificates are received at
Investment Division. The proposals are checked by research section and
submitted in the form of a memorandum. All proposals of Ipos and Pre-Ipos
are at first scrutinized by the Executive Committee of the Corporation. The
Ixecutive Committee can approve the proposals up to Rs. 100 million.
Proposals beyond this limit are approved by the Board. The Investment
Committee of the Corporation is authorized to purchase TFCs up to Rs. 100
million from the market. '

¢) Investment in Government Securities are approved by Executive Director
(Investment) or the Chairman.

d) Funds are placed in banks, which are selected by Executive Committee of
the Corporation.

86. In view of the instructions of the Finance Ministry and opinion of the Law
Division, the Board is requested to guide the Corporation on the issue of
appointment of Funds Manager.

The matter was discussed at length. The Members of the Board felt that
appointment of the Fund Manager from the list approved by Security Exchange
Commission of Pakistan may not prove to be the most suitable arrangement and may cvea
lead to the conflict of interest on the part of Fund Manager. After due deliberation, ihe
i3oard authorized Mr. Rasool Bakhsh Baloch the Chairman to discuss the matter with the
Ministry of Commerce for fresh recruitment of a suitable and properly qualified person as
I'und Manager and also consult the Chairman(SECP) for further course of action. The
result of his deliberations would be reported to the Board.

ITEM(11) CONSIDER/APPROVE — PROPOSAIL OF CHENAB TEXTILE

MILLS LTD. FOR SALE /REPURCHASE AGREEMENT IN
RESPECT OF 80,500 SHARES OF THE COMPANY WITH
MIAN TAJAMMAL HUSSAIN AND OTHERS.

Executive Director(Investment)’s Memorandum dated

ED(Investment) presented before the Board a Memorandum for consideration and
approval proposal of Chenab Textile Mills Ltd for sale/rcpurchase agreement in respect of
803,500 shares of the Company with Mian Tajammal Hussain and others.
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89, Mr. Latif A. Chaudhry, DH(Law) also joined the mecting at this point.

90.  Mian Tajammal Hussain and other Director of M/s. Chenab Textile Mills Ltd.
fintered into an underwriting-cum-saie/repurchase agreements in 1971 for 50,000 shares
and 30,500 shares of Chenab Textile Mills Ltd., of Rs 10/~ cach with Eastern Federal
Union and Muslim Insurance Co. respectively. The Directors had guaranteed a minimurm
return of 50% over 5 years. In case of default in payment of interest and or repurchase of
shares as agreed, EFU and Muslim Insurance companies were entitled to additional interest
at 5% above the bank rate.

91. The Directors however, failed to repurchase the shares as agreed, therefore, a svit
for recovery of Rs 1,229,340.50 was filed in 1977 against them. The suit filed agaiust
Mian Tajammal Hussain was decreed in May, 1982 against which appeal was filed by
Mian Tajammal in High Court of Sindh but the same was dismissed by the High Court
and an appeal was filed in Supreme Court of Pakistan which was also dismissed in 1993.

92. Miian Tajammal Hussain, for himself and on behalf of other Directors in 1984
offered to repurchase the shares at par or face value and requested for waiver of balance
amount due being Chenab Textile Mills Limited a sick industry. In terms of the decree of
May 1982, the amount recoverable at that time was Rs 2,662,666/~ against which Mian
Tajammal had offered in 1984 to pay Rs 805,000/~ being face value of shares in full and
final setticment.

93.  Mian Tajammal Hussain paid Rs 80,500/~ in 1984 towards dividend which was
adjusted by the Corporation against his outstanding principal. In April, 1985 Mian
Tajammal Hussain sent a cheque for Rs 241,500/~ as part payment in terms of his
aforementioned proposal mentioned above. The amount was appropriated towards State
Life’s dues, however his proposal was not accepted. In August 1985 Mian Tajammal
Hussain sent a cheque of Rs 563,500/~ stating that it should be accepted as full and final
scttlement. However, the Corporation returned the cheques vide its letter dated August
25,1985 as no such agreement was made between the parties. '

94.  While appeal for setting aside decree was pending in the High Court, Mizn
Tajammal Hussain filed a complaint with the Wafaqi Mohtasib.

95.  The IHon’ble Wafaqi Mohtasib in his findings/rccommendations dated 6.1.1983
“vhile accepting the position that no compromise has taken place, directed the Corporation
fhat the corplainant may be provided another opportunity to negotiate with the
Corporation under auspices of its controlling Ministry.

96. Accordingly in September, 1988 Dr. A.H. Khan, the then Additional Secretary,
Ministry of Commerce and a then member of the Board of Directors of the Corporation
gave a hearing to Mian Tajammal Hussain but found the offer unreasonable. The
Additional Secretary however, told Mian Tajammal Hussain that he may be able to cany
the Board of Directors of State Life on the following points.

a. Interest to be frozen on 18™ April, 1985 ie. the date on which the

. Corporation accepted and adjusted on its books the amount of Rs 241,500.

b. 25% of the total interest due and recoverable after adjustment of Rs
241,500 to be waived.
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