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The one hundred and seventy sixth (176™) Meeting of the Board of Directors of
State Life lusurance Corporation of Pakistan was held on 3" April' 2004 at 10:00 a.m.,
in the Board Room, State Life Building No.9, Prncipal Oflice, Karachi.

PRESENT:
. Mr. Rasool Bakhsh Baloch Chairman
Mr. Nessar Ahmed Direcior
- Air Marshai (Retd) Sharbat A. Changazi Director
- Mrrs. Spenta Kandawalla Director
. My, Umar Ata Bandial Director
6. Ch. Javaid Hussain Direcior
. Mr. Shahid Aziz Khan Board Secretary
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2. Mr. Muhammad Javed Khan, Executive Director (B&A/PHS/INV .), Mr. Zafar
Mahmood, Executive Director (MKT/G&P/INT'L/CD), Mr. Rahat ul Ain, Exccutive
Director(RE/ACT.) and Mr. Zahid Murad, Executive Direstor (P&GS/LLAW), attended
the meeting by special invitation.

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

4. Mr. Bashir Ahmed, Director, has requested for leave of absence. The Board
granted him leave. Mr. Javed Syed, Ex-Joint Secretary, Ministry of Commerce has been
retired from the povernment servics and his substitute has yei not been nominated.

5. ‘The Poard appreciated the valuable contribution made by Mr. M Sharif ljaz
Ghauri in the proceedings of the Board of State Life and wished him prosperity, success
and good health. The Board also extended warm welcome to Mr. Rahat ul Ain the
newly posted Exccutive Director.

ITEM (1) CONFIRMATION OF MINUTES OF 175TH MEETING OF
THE BOARD OF DIRECTORS HELD ON 12-02-2604.

6. The minutes of the 175th Meeting of the Board of Directors held on
2" vooruary' 2004 were placed betore the Board.

7. Mrs. Spenta Kandawalla proposcd and Air Marshal (Retd) Sharbat A. Changazi
seconded that the minutes be confirmed.
Accordingly, it was resolved as under;

RESOILVED;

"tha the Minutes of the 175® Meeting of the Board of Directors held on 12
February' 2004 be aud were hereby contirmed. "
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ITEM 2) IMPLEMENTATION REPORTS ON DECISIONS TAKEN IN
THE 174™ & 175™ MEETINGS OF BCARD OF DIRECTORS.

noted with above referred obscrvation.

ITEM 3) PRESENTATION ON STATE LIFE TOWFR, ISLAMABAD.

9. At this juncture of time, Mr. Talib Ali, Gencral Manager(RE) and Ms.
Sohail & Pasha, Architects/Consultants and M/s. Adnan Asdar & Associates, Project
Management Consultants, also joined the meeting, Mr. Nacem K. Pasha, Architect
made the presentation before the Board with the help of :nulti media. Mrs. Spenta
Kandawalla and Air Marshal (Retd) Sharbat A. Changazi asked if the project had
been approved by the Board in the year 1996, then why a considerable delay
occurred to start the construction work. General Manager(RE) explained that the
project was approved in 128" meeting of the Board of Dircctors held on 10-03-1996.
However, when the designing work was under progress, Ministry of Commerce
conveyed Prime Minister’s directive on 9-6-1996 that Corvorations under the control
of various Ministrics should not undertake any ventures without the approval of the
Ministry of Finance. In compliance to the above mentionzd Government's directive,
the designing work of the project was stopped. Proposal anc PC-1 of the project was
referred to the Planning and Development Division throvgh Ministry of Commerce.
However, till February, 1998 the matter was not resolved. Subsequently, Real Estate
Division placed the matter in 137" meeting of the Board of Directors which was
held on 5" & o Fcbruary' 1998. The Board directed (General Manager(RE) to
review the new projects, to house its own offices. Such projects which were beyond
the nced of State Life be pursued only where there was 2 large demand for office
space on rental basis. In 138" meeting of the Board held on 12" April' 1998, the
Board of Directors decided to defer the building projects in Karachi, Islamabad and
Lahore. In 145" meeting of the Board of Directors held on 25% & Vi e February'
1999, the Board reiterated its previous decision to keep pending the further work of
new wrojects Gl better time. The matter was placed again in 156™ meeting of the
Board of Directors held on 07-10-2000. In this meeting, the Board instructed the
General Manager(RL) to conserve the drawings of building projects, so that these
could be used in future if a decision was made to construct the buildings. The Board
also felt that since the above projects were not financed through the Federal Budget
therefore these did not rtequire approval of Central Development  Wevking
Party(CDWP) and Fconomic Coordination Committee of the Cabinet. In November'
2000 Capital Development Authority informed State Life to start the construction
work. otherwise Capital Development Authority would withdraw the allotment of
plot. The matter was discussed with Chairman and it was decided to retain the plot
for construction of the building and to make compliance to Capital Development
Authority's miles accordingly. Subscquently, State Life applied for extension of
construction period to Capital Development Authority. ‘The matter was once again

. The Board Secretary presented before the Board the implementation reports on
decisions taken at the 174™ and 175th meetings of the Board which were respectively
held on 24" January, 2004 and 12 February, 2004. During the course of discussion,
Mr. Nessar Ahimad suggested . that while presenting the memorandums the concerned
Divisional Head/Executive Director should invariably make specific recommendations in
the memorandums for approval. Similarly, he suggested that while recording the minutes
the resolution passed should mention the number of the memorandum. The Chairman
agreed to look into the matter. The minutes 174" and 175" meetings of the Board were
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placed in 162™ mceting of Board of Directors held on 11-08-2001, whercin the
Board resolved to construct ground plus four floors with three basements in first
phase and the rest of the building was allowed to be constructed as and when the
Real Estate Market improved. Thereafter, the approvai process of drawings was
started wiih Capital Development Authority which ultimately got approved on 16
April' 2002. The tender documents and other paper work were got completed for
Civil and Plumbing works for Phase-I by the Architects/Consultants. Pre-qualification
of civil works centractors’ was completed, tender process was camied out and the
work was awarded to the successful bidder namely M/s. Moin Sons. After the award
of contract, the contractor mobilised on the site and started preliminary construction
activities. Formaily, on 12" February' 2004 the foundation stone laying ceremony
was held at the site.

10.  During the course of presentation, Mr. Nacem K. Pasha, the architect of the
project stated that State Life Tower Islamabad would have all the basic facilities of
modern days buildings. Replying to different queries of the members of the Board,
the architect briefed about the car parking space, total size of the plot, covered area
and other salient features of the building. Mr. Umar Ata Bandial suggested that we
might involve some more architects and should try to improve the design and utility
of the building. Mrs. Spenta Kandawalla gave her observation and pointed out that
being on the Board of State Life, the members fecl more concerned and responsible
for the project, the construction of which was being made during the tenure of
present Board. While joining the discussion, Mr. Nessar Ahmad mentioned that the
details which have been supplied during the course of presentation are not sufficient
and Board would like to know more details in one of the next meetings. Mrs. Spenta
Kandawalla observed that on graphic presentation, the proposed building appears to
be normal but after construction such buildings have less use and utility. Similarty the
proposed building’s design was not carrying aesthetic sense as it was not appearing
beautiful and eye catching as Habib Bank Plaza Karachi, which has become a symbol
of Karachi’s skvline. At this juncture of time with the psrmission of the Chair, Mr.
Adnan Asdar, the Project Management Consultant also briefed the Board and stated
that the proposed State Life Tower would be constructed according to the approved
plan and keeping in view the aestietic sense and use and utility of its rental value. Mr.
Nessar Ahmad suggested that the possibility be explored for using the ground floor
for shopping mall on the pattern of Forum Shopping Mal: in Karachi. Chairman also
briefed the Board and mentioned that as per the observations made by the members
of the Board, the model of the building be shifted to the Principal Office Karachi and
three more design of the facades be prepared considering the above observations and
be placed before the Board within a month’s time. It was also discussed in the
meeting, whether the State Life Tower, Islamabad should be centrally airconditioned
and be constructed in one go instead of three phases. The Project Management
Consultant informed the Board, that they had only 90 days to decide, whether the
building should be centrally airconditioned and be constructed in one gc. However
they have approximately a period of 9 months to improve the facades. Mr. Zafar
Mahmood, £1D with the permission of the Chair, suggested that a presentation should
be made before the Board with the help of charts, diagrams, photographs or blow-
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ups and the matching of surrounding/adjoining areas and skyline should be
considered while remodeling and making fresh feasibility report. The Board agreed
aud directed the Real Estate Division to arrange a comprehensive presentation  ag
soon as possible after considering the above referred obssrvations. At this point, Mr.
Talib Al, GM(RI) and M/s. Sohial & Pasha, Architects/C.onsultants and Mis. Adnan
Asdar & Associates left the meeting.

After thorough discussion, the Board resotved as under:

RESOLVED:
“(a) that the presentation on State Life Building islamabad after considering

A—'ﬁ"““;‘f) the guidelines be made before the Board, be and was hereby approved.”

“(b) that three new design of facades of State Life Building Islamabad be
Action; prepared  keeping in view the guidelines given by the Board, be and was
ED(RE) hereby approved.”

“(c) that revised feasibility report be prepared meationing therein whether
Action: proposed building be constructed in phases or in une go, whether building
ED(RE) would be airconditioned, semi airconditioned or non airconditioned, whether

the proposed changes would require fresh approval from Capital

Development Authority, be and was hereby approved.”
Action: “(d) that the time span of one month for preseniztion of above resolved
ED(RE) items, before the Board, be and was hereby approved.”

ITEM (4) CONSIDER / APPROVE - ADDITIONAI, RECRUITMENT.
P 11. Uxecutive Dircetor (P&GS) presented before the Board a memorandum for

consideration and approval of additional recruitment.

12. The Board of Directors in its 162" meeting held on 11" August, 2001 approved
stafl’ strength of the Corporation as 4050 ( Officers 1350 and Staff 2700) empowering,
the Executive Committce to approve the grade-wise/dusignation-wise  staff position
within the above approved strength (Annex-A). The Executive Committee in its 266%
meeting held on 30" October, 2001 approved designation-wise staff strength of the
Corporation (Annex-B). The Executive Committee while approving the grade-wise staff
strength reserved the following 123 posts for direct recruitment.

General Manager 02
Deputy General Manager 02
Assistant General Manager 04
Manager 15
Deputy Manager 25
Assistant Manager 50
Executive Officer 25

Total: 123

13. Outof the 50 posts of Assistant Managers reserved (or direct recruitment 4 posts
were filled by Computer Division in January, 2002.

CHAIRMAN'S
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14 The management has now decided to fill in all vacancics available for dircet
recruitment. In this regard an advertisement was got published in all leading
National/Regional newspapers on 7™ December, 2003. The advertisement included 115
posts from Assistant General Manager to Executive Officer. It was  worth mentioning
here that in response thercof about 20,000 applications have been received and the
process of Sclection is in progress. In the meanwhile Ministry of Commerce has been
requested to constitute a Selection Committee for recruitment of two General Managers
and two Depuly General Managers.

15. Premotion exercise for the year 2004 was also due. An overview of the vacancies
available for promotions was attached as (Annex-C). It may be noticed that the
Corporation have 130 vacancies of Assistant Managers available for promotion from
Superintendent and Executive Officers (Superintendent are promoted directly to
Assistant Manager cadre as per CBA Agreement). Gencrally Superintendents refuse
promotion to officer cadre mainly due to difference in rate of various allowances in staff
and officer cadres amongst other reasons. Moreover 70% vacancies of Assistant
Managers were available for Supdts to be promoted. The remaining 30% were available
for Exccutive Officers. In case vacancics available for Superintendents were not fully
filled duc to their refusal, the remaining vacancies may be filled by promoting Executive
Officers.

16. As a result of the reluctance of Superintendents to accept promotion as Assistant
Manager as explained above it was expected that only 30 Superintendents might be
promoted as Assistant Manager. Moreover 30 Executive Officers were expected (o
qualily for promotion as Assistant Manager.

17. Inview of the above it was expected that only 60 posts of Assistant Manager will
be filled in by promotion and the remaining 70 posts may remain vacant. After
promotion of 20 Exccutive Officers to Assistant Managers it was estimated that there will
be 21 vacant posts of Fxecutive Officers.

18.  The Board was therefore requested that since the Corporation have sufficient
number of candidates available in the process of fresh recruitment the Board may allow
to enhance the number of posts available for fresh recruitment as under:

Design;tTon Already reserved Additional Total direct
for direct suggested recruitment
recruitment o -

Assistant Managers | 46 70 116
Exccutive Officers | 25 21 46

19. Number of posts for fresh recruitment in other cadies ie Deputy Manager to
General Managers will remain unaltered.

After thorough discussion, the Board resotved as under:-

RESOI VED:
“that as proposed by ED(P&GS) in the memorandum No.4 dated 24"
March, 2004, to enhance the total number of posts for direct recruitment i.e.
(i) Assistant Managers: 116 posts) and (i) Exccutive Officers: 46 post), be
and was hereby approved.”

CHAIRMAN'S
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ITEM(5) PRESENTATION ON BUSINESS FIGLURES OF MARKETING,
GROUP & PENSIONS, INTERNATiONAL, INVESTMENT
AND REAL ESTATE DIVISIONS.

20.  The Business Review Memorandums of ED(Marketing;, ED(G&P),
ED(International), ED(Investment) and ED(Real Esiate) for business review of
Marketing, Group & Pension, International, Investment and Ileal Estate Divisions
respectively were submitted to the Board which were noted with concern.

MARKETING DIVISION:

21. ED(Marketing) presented before the Board a memorandum pertaining to
business figurcs of Marketing Division. The Corporaticn procured FYP of Rs.214
million for the period ended February 29, 2004 as compared to Rs.159 million during
corresponding period of last year, thus registering an wncrease of 34.28% over the
corresponding period of last year.

22. The Corporation collected Rs.98 million sccond year premium, as compared (o
Rs.159 million during the corresponding period of last year. The second year persistency
for the period January to February 2004 was 61.75%. The third year and later year's
premium was Rs.550 million as against Rs.554 million duding the same period of 2003.
The rencwal persistency ratio for the period January to February, 2004 was 99.23%.

23. The Board of Dircctors appreciated the achicvements made by Marketing
Division.

GROUP & PENSION DIVISION:

24. EIX(G&P) presented before the Board, the business figures of G&P Division.
The collection of premium for G&P business for the period ended I'ebruary 29, 2004
stood at Ks.193.566 million as compared to Rs.180.265 million, for corresponding
period of last year showing an increase of 7.35%. G&P Division secured 34 new groups
during this period having total premium of Rs.6.020 million as against 20 new groups
having premium of Rs.2.283 million, showing an increase of 164% in premium income
under new groups. G&P Division lost 5 policies having a total premium of Rs.0.450
million The persistency of G&P Division was 99.75% upte February 29, 2004.

25. The Board appreciated the achicvements made by &P Division.

INTERNATIONAL DIVISION:

2G. LD(International) presented before the Board, the business figures of
International Division. Intermational Division has procured US$:93 418 FYP, for the
period ended February 29, 2004 as against US$: 73,540 duing the corresponding period
of last year showing an increase of 27%. The policics soid by International Division
during the period January to February, 2004 was 88 as against 56, registering an increase
of 57%. Second yzar persistency achieved during the period January to February, 2004
was 111%, as against 55% through collection of second ycar premium of US$: 81,588.
Kenewal premium collection for the period ended February 29, 2004 was USS$: 401,688
during the corresponding period of last year, showing an increase of 107% over the
collection of last year, with Renewal persistency of 107% as against 73% during the
corresponding peniod of last year, showing an increase of 34 7%.

CHAIRMAN'S
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27. The Board appreciated the achicvements made by International Division.

INVESTMENT DIVISION:

28. Executive Director(Investment) presented before the Board the business figures
of Investment Division. At this juncture of time, Mr. Ansar Hussain, GM(Investment
also joined the mecting and briefed the Board. The book value of investment portfolio,
which was Rs.96,831 million as on December 31, 2003, was estimated to have increased
to Rs.97,847 million as on January 31, 2004, reflecting an increase of Rs.1,016 million
and a percentage increase of 1.05%, during the month cuded January 31, 2004. State
Life has been investing in Pakistan Investment Bonds floated by Government of Pakistan
in December 2000. The Corporation has placed Rs.2,433 million in these bonds during
the month under review raising the total investments in PIR's inclusive of accrued interest
to Rs.55,188 million. This constituted about 76.26% of total investment in Govemnmment
Securitics. State Life has so far invested Rs.1,350 million in WAPDA Bonds, balance of
which was Rs.1,269 million as on January 31, 2004. Balance outstanding against TFCs
of other companics was Rs.744 million as on January 31, 2004.

29. State Life equity portfolir. which was Rs.8,833 milion as on Deccmber 31, 2003
has increased to Rs.8,849 million as on January 31, 2004. State Life purchased shares
with a book value of Rs.15.962 million during the period ended January 31, 2004 and
State Life has nct sold any share during this period. The book value of quoted cquity
portfolio stood at Rs.8,507 million while its market value was Rs. 23,574 million showing
an appreciation of Rs.15,067 million as on January 31, 2004,

3u. State Life, has camed Rs.798 million (estimated) on its investment portfolio,
excluding unrealised gains on investment for the period ended January 31. 2004, as
compared to Rs.10,068 million earned during the year of 2003,

31 The Board of Directors appreciated the results achicved by Investment Division.
' At this point, Mr. Ansar Hussain, GM(Investment) left the meeting,

REAL ESTATF, DIVISION:

32.  EIXRE) presented before the Board the business figures of Real Estate Division.
Tne gross income of Real Estate as at February 2004 was Rs.61 milion as against
prorated projection of Rs.70 million. The gross income upto February 2003 was Rs.62
million. Total cxpenses upto February 2004 came to Rs. 52 million as against budgeted
amount of Rs.68 million, which was 15% less. Net income upto February 2004 was Rs.
3 million which was 50% higher to the targeted figure upto the month.

33.  The Board appreciated the results achieved by Real Ustate Division.
ITEM (6) CONSIDER/APPROVE - CONSTRLUCTION OF NEW
BUILDING FOR GUIRANWALA ZONE.
34. Exccutive Dircctor(Real Istate) presented before the Board a memorandum for CHAI :v:t:s
INI

consideration and approval of construction of new building for Gujranwala Zone.

35. Aploton G. T. Road of size 4767 sq. yds. was purchased by State Life in July
1995 for the onstruction of building as per decision of 200" Executive Committee
meeting held on July 01, 1995. (which was ratified in 125" Board of Directors meeting
held on July 16, 1995).
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36.  Zonal lcad of Gujranwala Zone, during May 2000 requested the Chairman on
his visit of Gujranwala Zone, for the construction of a new building on the State Life
owned plot a1 Gujranwala to accommodate the Zonal Office; to promote and consolidate
the life insurance business of Gujranwala Zone. Subsequently State Life Management
decided to undertake the conceplual designing of the building project in view of the
requircment of the Zone.

37.  Real Estate Division went through various procedural technical as well as
administrative phases, starting from study, discussions, reviews, selection of Architects,
conceptual  designing  and  proceedings at Real FEstaic Functional Committee,
Management Committce (twice), Executive Committee (iwice), Board of Directlors
(twice) and in informal meeting of the Members of Board of Directors, after the close of
170" BOD meeting due to lack of quorum. Thereafter in 171st meeting of Board of
Directors held on May 17, 2003, it was decided that the project approval should be
processed through Executive Committee and  afier ihe Executive Commiitee’s
recommendation it should be placed before the Board of Dirsctors.

38. A Memorandum for consideration and onward recommendation to the Board of
Directors was placed before the Exccutive Committee in its 271st mecting held on
October 04, 2003. Complete procecding in this regard was enclosed at Annex-A. The
decision of the Executive Committee mecting was mentioned as under:

“Afier detailed discussions, on the construction of Guiranwala building and
regarding purchase of plot for State Life Building at Quetta, the Executive
Committee constituted a Sub-committee consisting of the Chairman, Air
Marshal (Rztd) Sharbat A. Changaz and Mr. M. Starif Ljaz Ghauri and
Exccutive Director (R}), who will visit Gujranwala 2nd Quetta and would
submit their recommendations to Executive Commitice for considerz‘ion.
Executive Director (RE) would coordinate and finalize the visit of Sub-
cominittee.” '

39.  In implementation to the decision of Executive Committee, the Sub-committee
had planned to visit Gujranwala plot after Eid-ul-Fitr (Deccmber 2003), but the wvisit
could not be materialized duc to some pre-occupation of Mr. M. Sharif ljaz Ghauri,
Member Sub-committee. Now he stands retired and  another Director has been
nominat~d in his placc.

40. It was suggested that Board of Directors may nonunate another member of
Board of Dircectors in place of Mr. M. ljaz Ghauri, as a mereber of Sub-committee, so
that the sub-commitice may visit plot site at Gujranwala & submit its recommendation
for consideration of Exccutive Committee as decided in the 271 Executive Com nittee
meeting.

41, Board of Dircctors may also give a second thought in connection with the visit of
plot at Gujranwala while taking into consideration that the plot was purchased in line
with State Life’s policy and requirement, duly approved by the Board of Directors (o
constuct the building to in-house its Zonal Offices.

42. Presentations of proposals No. 1 and 2 of the Architects M/s. Intcrnational
Design Group and M/s. Nagvi Siddiqui & Associates respestively were made before
Chairman, two remaining Dircetors and Senior Officials of state Life in the informal

g
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mecting which took place when the 170" Board of Dircetors mecting held on February
01, 2003, was adjourned due to lack of quorum as some of the Directors left the meeting
for other assignments. Real Estate recommended the decision of meeting that proposal #
I of M/s. International Design Group with an estimated cost of Rs. 52.48 million may be
considered and approved.

43. Board of Dircctors may authorize ED (RE) to take all necessary steps in this
respect including negotiation, finalization and exceuiion of the agreements with
contractors as per laid down procedures.

Alfter thorough discussion, the Board resolved as under:-

RESOILVED:
“(a) that the proposal of FI(RE) contained in mesiorandum No.06, for the
visit of Gujranwala site, the name of Mr. M. Sharif Ijaz Ghauri was
substituted by the name of Ch. Javaid Hussusin, be and was hereby
approved.”

Action:
ED(RE)

“(b) that for the proposed visit of Quetta, the name of Mr. M. Sharif ljaz
Grhauri was substituted by the name of Mr. Umar Ata Bandial, be and was
hereby approved.”

Action:
ED(RE;)

ITEM (7) PRESENTATION ON NEW PROPOsED FUND TO MEET
UNKFORESEEN BIG EVENTS LIKE WAR, EARTHQUAKE,
EPIDEMICS AND FLOODS.

44.  Executive Director (Actuarial) presented before the Board a memorandum on
new proposed fund to meet unforeseen big events like war, earthquake, epidemics and
floods. At this juncture of time, Mr. S. S. Akhter, thc Appointed Actuary and Mr.
Shahrukh Sabzwari, DH(Act.) 2'30 joined the meeting,

45. It was decided in the 174" meeting of the Board of Directors held on 24™
January 2604 that Actuarial Division should make a presentation on whether or not a
new fund could be created to mect unforescen big cvents like war, earthquakes,
epidemics and fleods.

46. In this regard it was submitied that State Lifc alicady maintains a General
Contingoncies Reserve as part of policyholder liabilitics. Part of this fund was
specifically carmarked as catastrophe reserve to meet any claims arising from unforeseen
events like war, carthquakes, epidemics and floods.

47.  The amount of the General Contingency Reserve in the Pakistan Life Fund was
approximately Rs. 10 billion out of which approximately Rs. 6 billion was earmarked for
unforescen catastrophes. A similar proportionately smaller reserve was also being
wnaintained in the Overseas Lifc Fund.

CHAIRMAN'S
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48.  In the light of the above, there was seemingly no nced to create a separate fund
to back catastrophe risk. Actuarial Division recommende? that the catastrophe reserve
should continue to be a part of the General Contingency Fund in line with the current
practice since creation of a separate and distinct catastrophe reserve may attract the
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atiention ol the income lax authoritics which could icad to a significant additional tax
liability for State Life.

49, Members of ihe Board were requested to consider and approve the proposal
contained above. It may be noted that the term “War™ mentioned above, was limited
only to the type of wars experienced by Pakistan since 1947, An unlimited exposure to
future wars (including Nuclear war God forbid) was outside the financial resources of
State Life.

At this point, Mr.S.S Akhter, the Appointed Actuary and Mr.Shahrukh Sabzwari,
DEH(Act.) ieft the meeting,

After thorough discussion, the Board resolved as under: -

RESOLVED:

“that the recommendations of Actuarial Division mentioned in the
Action: memorandum No.(7 dated 24" February, 2004 pertaining to the catastrophe
ED(Act.) reserve should continue te be a part of the Genera! Contingency Fund in line
with the current practice, be and was hereby approved.”

ITEM (8) CONSIDER/APPROVE - ADDITIONAL BUDGET FOR
INVESTMENT DIVISION FOR THE YEAR 2004.

50.  Executive Director(B&A) presented before the Roard a memorandum for
consideration and approval of additional budget for Investment Division for the year
€™ 2004. At this juncture of time, Mr. Ansar Hussain, GM(Investment) joined the meeting.

S1. It was desired by the Management of the Corporation in 2001 to transfer shares of
various companies held in safe custody at United Bank Itd, to CDC account of the
Corporation. An advertisement was placed in Daily Dawn and Daily Jang on 21" April, 2002
inviting various firms to quote their rates for transferring 208 million shares held in physical
custody 4t that time. Only five parties namely M/s. Globe Securities, Citibank, First Capital
Equities 1td., Khalid Majid Hussain Rehman and Alfa Adhi Sccurities (Pvt) Ltd., collected the
tender documents while only M/s. Khalid Majid Hussain Rehman and Alfa Adhi Securities
(Pvt) Ltd., submitted their bids. M/s. Alfa Adhi Securities quoted the rate of Rs.0.03 per share
while M/s. Fhalid Majid Hussain Rehman quoted Rs.0.015 per share. The tenders were
rejected as the fee quoted by M/s. Khalid Majid Hussain Rehman, who were the lowest, came
to approximately Rs.3 million.

CHAIRMAN'S

52. [t was desired by the Board of Directors of the Corporation in 2002 that the shares of NITIALS

the Corporation lying in physical custody be transferred to CDC immediately. A proposal was %
submitted by Investment Division to do the job in house. It was requested to provide an %
additional amount of budget for Rs.700,000 under the heads of vvertime, entertainment, labour —

charges and conveyance so as to do the work after office hours. At that time, 209 million
shares were eligible for transfer to CDC and till December, 2003, 51 million shares were
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transferred in CDC in about nine months. The budget position for this assignment, provided to
Investment Division in 2003, was as follows.
Rs. in 000’s)
Head of account Budget allocated in Budget utilized in Un-utilized budget
. 2003 ) 2003
Ovestime L 80 70 330
| Labonrgharges =~ | 100 8 92 —
Conpeyance ~ S50 5o 4 71
Conveyance - O{T}{:g@ 75 - 8 67
Entertaintment- Officers 50 6 4 |
) [ Total 700 | 9% 604
53. At present, 155.890 million shares including 28.089 million shares of 41
vumpanics which have subsequently become cligible for CDC are yet to be transferred to
CDC. While preparing budget proposals for 2004, Investment Division due to oversight
did not request to carry forward their unutilized budget for this assignment.
54. The Board was requested to kindly approve a budget of Rs.6,04,000/- for the
year 2004 for the above stated assignment.
At this point, Mr. Ansar Hussain, GM(Investment) left the meeting,
After thorough discussion, the Board resolved as under: -
RESOLVED:
Action: “that the proposal of ED(Inv) contained in memorandum No.08 dated 5%
o y March, 2904 for additional budget of Rs.6,04.000 for Investment Division
ED(Inv.) 4

for the year 2004, be and was hereby approved.

ITEM (9) CONSIDER/APPROVE — AMENDMENT IN SURETY BOND
REQUIRED FROM ACTUARIAL TRAINEES.

55.  Executive Dircctor(Actuarial) presented before the Board a memorandum for
amendment in surety bond required from Actuarial Trainees. At this point, MTr.
Shahrukh Sabzwari, DH(Act.) joined the meeting,

56. At the 156" meeting of the Board of Direciors held on 7" October, 2000 a
revised scheme of technical allowance and accelerated promotion structure for

employces taking actuarial cxaminations of Society of Aciuaries, USA and Institute of

Actuaries, 1JK was considered and approved. At the same time all existing actuarial
students and Associates and all new actuarial students were required to execute a bond
that they would serve State Life for a period of at least three years after qualifying as
Fellow.

57. All acluanal students, Associates who lcave State Life cither before qualifying as
Fellow or before completing three years after qualifying as Fellows were required to
reimburse to State Life all the expenses incurred on them as subsidies for examination
fees, cost ol books, reading material, travelling expenscs, professional subscription
during the last three years subject to minimums as follows:

CHAIRMAN'S
INITIALS
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Minimum Amouni Minimum Amount

refundabic in case in casc of students

of existing Associ- recruited in future.

ates and Students.

If he leaves before completing Rs. 100,000 Rs. 150,000
examination requircracnts for

Associateship.

If he leaves after completing Rs. 150,000 Rs. 225,000

examination requirements for
Associateship but before
completing examination
requirements for Fellowship.

If he leaves afler completing Rs. 200,000 Rs. 300,000
examination requirements
for Fellowship.

58. However, if' a person had served State Life for a period of ten years from the
date of joining State Life, no amount was refundable by him.

59. According to opinion of Law Division, there was a weakness in this arrangement,
that while it was obligatory for all students to serve State Life for at least three years afier
qualifyimg as Fellow, if a person has completed ten years of service before completing
.. .¢ years of scrvice after qualifying as ellow, no penal action can be taken against him
by way of recovery of expenses.

60. State Life has to invest a lot of its resources and moncy on actuarial students
studying for their fellowship examinations but it has been experiencing a high turnover of
Actuariai stall before and afier qualification as fellows, hence causing subst: 1tial loss to
the Corporation. In order to armrcst the trend of high tumnover and to minimize
Corporation’s financial loss on this account, it was appropriatc that in retumn of
Cerporation’s mvestment, persons qualifying as fellows should serve State Life for at
least three years after completion of fellowship, irrespeciive of length of service in the
Corporation.

61. It was thercfore proposcd that exemption allowed $o persons having completed
ten years of service be withdrawn.  Also present limitation of recovering only the last
three years expenses be removed and students who leave before completing the surety
bond should be required to reimburse all expenses incurred by State Life on them as
subsidies for examination fees, cost of books, reading material, travelling expenses,
professional subscription etc., zad the surcty bond be revised accordingly.

62. It was proposed that the revised terms of the surety bond would be applicable to CHAIRMAN'S
all actuanial trainces joining State Life in the future. Proposal contained in para No.06 _INITALS

and 07 of the meraorandum was submitted for consideration and approval of the Board.

At this point, Mr. Shahrukh Sabzwari, DH(Act.) left the inceting,
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Action:
ED(Act.)

Action:
ED(Act.)

Actior:
ED(Act.)

After thorougkh discussion, the Board resolved as under:-

RESOLVED:

“(a) that the proposal ot Actuarial Division coniained in the memorandum
No.9 dated 03-03-2004 for the withdrawal of exciaption from liability to pay
expenses given to the Actuarial Trainees who Lave completed ten years of
service as per Clause-C and limit of recovery of only last three year expenses
as per Clause-A of the Surety Bond, whose terms were approved by the
Board in its 156™ meeting held on 07-10-2000, be and was hereby
approved.”

"(b) that the proposal, that in future all Actuarial Trainces will serve the
Corpoialion after completion of Fellowship at jeast for a period of three
years, irrespective of his period of past service in the Corporation. In case
an Actuarial Trainee leaves the Corporation before qualifying as Fellow or
before completing the minimum service of three years afler completing
Fellowship, he shall be liable to pay all amounts incarred by the Corporation
on him as examination fee, cost of books, reuding material, travelling
expenses, professional subscriptions etc., be and was hereby approved."

“(¢) that the revised Surety Bond after incorporation of above mentioned
chinges be drafted and all Actuarial Trainees in future shall execute the
revised Surcly Bond, be and was hereby approved."

ITEM (16) CONSIDER/APPROVE - DOWNWARD REVISION OF
PROFIT OR RETURN CHARGED ON POLICY LOANS AND
OUTSTANDING PREMIUMS UNDE& US DOLLAR AND UAFR
DIRHAM POLICIES.

63. Iixecutive Director(PHS) presented before the Board a memorandum for
consideration and approval of downward revision of prefit or return charged on pelicy
loans and outstanding premiums under US Dollar and UAE Dirham policies. At this
time, Mr. M. Aslam Sabir, GM(PHS) joined the meeting.

64.  The Board of Dircctors in its 172nd meeting held on September 20, 2003
decided to reduce profit or retura of Policy Loans and Quistanding Premiums under Pak
rupce policies cqual to previcus calendar years’ averapge of State Bank of Pakistan
discount rate plus 2.5% compound with effect from 1st October 2003 (i.e. 10%). It was
also directed (o submit the proposal for reduction of profit or return on US Dollar and
Dirham policies for consideration and approval afier getiang relevant information from
the Gulf Zone.

6S. Las( revision for foreign currency policies was ma ic with effect from 01.08.1994
when rate was reduced from 12% to 10% per annum.

66. Profit or retarn charged on policy loans and ouistanding 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 rate
presently charged i.c. 10% per annum compound appears quite high. The demerits were
twofold: firstly, considering the loan on policy expensive, snany policyholders surrender

CHAIRMAN'S
INITIALS
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their policics allogether to meet their financial exigencics; sccondly, a marginal number
of those who avail leans face discontinuance of lifc insurance coverage because of non-
refund of loan and so passively let their insurance policics auto-surrendered.

67. As directed in above mecting of Board of Ihrectors, the PHS Division have
collected the relevant information from Gulf Zone. At present Life Insurance Companics
operating in UAE were charging following interest rates from their policyholders against
cash loan and delayed payment of the premium instalbnents:

American Life (ALICO) 8% p.a
Alliance Life 8% p.a
Oman Lifc 9% p.a

68.  Historically, the profit or return charged on policy loans and outstanding
premiums have generally been adjusted to broadly maittain parity with the yield on life
fund. The rate charged on policy loans and outstanding premiums of forcign currency
policics also appears too high if compared with the yieid on life fund. The yield on life
1und for few recent years was as under:

Years Yield on life fund
2002 4.56%
2001 5.40%
2000 6.60%
1999 T17%

69. The prevailing money market rates, rates charged by the competitors and yield on
life fund drive the Corporation to consider a reduction in profit or retumn charged on
pelicy loans and outstanding premiums under US Dollar and Dirham policies.

70. It was therefore, propoécd 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 March 1, 2004.

71.  During the coursc of discussion, Mr. Nessar Alimad opined that the interest rate
should be linked with the market rate and it should be reviewed from time to time
keeping in view the increase ot decrease in the interest rate prevailing in the market.

At this point, Mr.M. Aslam Sabir, GM(PHS) left the mesting.

After thorough discussion, the Board resolved as under:-

RESOLVED:

“thal the proposal of ED(PHS) contained in the memorandum No.10 dated —_—
Astioi 27" Kebruary, 2004 to reduce the profit or return charged to ‘policy loans C’::":’:‘::'S
ED(PHS) and outstanding premiums in US Dollar and UAE Dhirman policies from =
10% to 8% per annum compound with effect from March 1, 2004, be and :

was hercbhy approved."
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I'TEM (11) CONSIDER/APPROVE — DEALING WITHL FOREIGN AND
LOCAIL PRIVATE BANKS.

72. Iixecutive Director(Investment) presented befere the Board a memorandum for
consideration and approval of dealing with forcign and local private banks. At this
juncture of time, Mr. Ansar Hussain, GM(Inv) joined the meeting,

73.  Finance Division vide its Office Memorandum No. F.4(1)/2002-BR.IT dated 2™
July,2003 placed at Annexure A has issued instructions for depositing working balances
as well as investment of surplus funds of the public sccior enterprises. The instructions
regarding depositing of working balances were summanzed below:

a) The bank/financial institution accepting the deposit should have a
minimum “A” rating (long term) by PACRA or JCR-VIS for local banks
and by S&P, Moody’s or Fitch’s for foreign banks

b) The process of selection of banks shouid be trangparent.

¢) Prior to placing deposits with a bank and in case the fotal working
balances exceed Rs.10 million the selection of banks as well as the terms
of deposits should be approved by the concerned Board of Directors on
the basis of at least three competitive bids.

d) Risk of keeping deposits be diversified. Hence in case total working
balances exceed Rs.10 million not more than 50% of such balances be
kept with one bank.

¢) In case the rating of the bank drops below “A” the balances be shifted to
the new bank with at least “A” rating,

74.  Based on this criferion the working balances of the Corporation can be placed
with following foreign and local banks which were “A” raied.

y . .

‘ 1) Foreign banks.
a) American Express.
b) Citi bank.
¢c) Standard Chartered Bank,
d) ABN AMROQO Bank
2) Bank Alfalah.

i) Local banks.
a) Metropolitan Bank.
b) PiCIC Commercial Bank.
¢) Muslim Commercial Bank.
F d) Askari Commercial Bank.

e Faysal Bank.
f) Crescent Bank.
2) Prime Bank.
h) Soneri Bank. CHAIRMAN'S
1) Bank Al Habib. DT

1) Saudi Pak Bank.

75.  The instructions regarding surplus funds were not applicable to the Corporation
as opined by Law IDivision. The matter of appointmesit of Funds Manager was being
taken up scparately.
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76. lixcentive Committee at its 269" mecting held on August 1, 2002 considered the
presentation of Fxecutive Dircctor (Investment) on policy for:
a) Placement of Funds and
b) Opening of accounts for normal banking, transaction with selected foreign
and local private banks.
77. The [cllowing criteria was considered and approved by the Committee.
i Foreign banks for placement of funds.
a) Credit Rating minimum ‘A’ by Standard and Poor’s or Moody’s
Investors services.
b) Profitability over last three years.
c) Deposit base of substantially move than Rs. 10 billion.
d) Ratio of net assets to deposits cqual to 8%.
1 Local banks for placement of funds/opening of accounts for normal
banking transaction.
a) Credit rating minimum ‘A’ by PACRA or any other approved
local agency.
b) Profitability over last 3 years.
) Deposit base of substantialty mor: than Rs.10 billion.
d) Ratio of net assets to deposit equal to §%.
78.  Based on the above criteria the Committee approved the following banks.
P i) Foreign Banks for placement of funds.
a) Citi Bank NA
b) Standard Chartered Bank
it) Local banks for placement of funds as well as for normal banking
transactions.
a) Metropolitan Bank
b). IYaysal Bank
¢) Soneri Bank
79. Performance of all the local bank has been reviewed on the basis of their 9

months financiai rcsults of 2003, where as performance of the foreign banks has been
reviewed on the basis of their half year 2003 financia! results. Based on the criteria
mentioned above, the following banks now meet these citteria

i)

i)

Forcign banks. (Annexure FB 1,2,3,4,5)

a) Citi Bank
b) Standard Chartered Bank

i.ocal Banks (Annexure 1L1B-1,2,3,4,5)

CHAIRMAN'S
INITIALS
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Action:
ED(Inv.)

a) Faysal Bank

b) Prime Bank

c) Soneri Bank

d) Askart Commercial Bank
e) Metropolitan Bank

80. At present the Corporation was placing its working balances with United Bank
Ltd. and Habib Bank Ltd. which were in public sector in the past. Some of the funds
have also been placed with National Bank of Pakistan. The Corporation kept its funds in
the banks ll such time it was able to invest them. Sometimes the bank balances
accurrulate in billions

81. The Board was requested to consider the consolidated instruments for deposing
working balances as wcll as investment for surplus funds of the Corporation as
mentioncd in paras 1 & 3 of the memorandum: and provide guidelines for
implementaiion of these instructions.

After thorough discussion, the Board resolved as under:-

RESOLVED:
“that the proposal of ED(Inv) contained in paras 1 & 3 of the
memorandum No.11, be and was hereby approved.”

ITEM (12) CONSIDER/APPROVE — PRIVATE PLACEMENT IN THE
TERM FINANCE CERTIFICATES OF DAWOOD LEASING
COMPANY LIMITED.

82.  Exccutive Director(Investment) presented before the Board a memorandum
for consideration and approval of private placement in the Term Finance Certificates
of Dawood leasng Company limited. At this point, Mr. Ansar Hussain,
GM(lnvestment) also joined the meeting,

The Investment Proposal:
Dawood Leasing Company (DLC) has approached Staic Life for private placement in
‘Turm Finance Certificates. The issue is for Rs.75 millivn and the tenor is 5 years.

The Iustrument:
The details of the subject TFCs along with the terms and conditions can be seen at
Annexure A.

The lssuer:

Dawood I casing Company was cstablished and commenced operations in 1995. Since
then the company is on the path of progress. Not only Net Investmeat in Iease has
grown but also the company managed to diversify it through acquisition of other
modaraba and lcasing companies. State Life has represcaiations un its Board.

Purpose of Issuing TFCs:
DLC interds to raise money to finance working capital reyuirements and to procure
fresh leased asscts.

CHAIRMAN'S
INITIALS
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Return on Investment:

The profit would be paid semi annually in arrears. The rate would be based on cut-off’
yield of last auction of 5 ycars PiBs plus premium of 1.75%. In the current scenario the
rate comes Lo 6.75% p.a. where as cffective rate comes 10 6.83% p.a.

Security against the Debt:

First pani passu charge on all the leased assets and reccivables of the company. The
existing charge of Rs.110 million assigned to Islamic Investment Bank Limited (i.c.
Trustee) will be used.

Outstanding Dalance:

T State Iife carlier at its Board meeting held on 7* October 2000 had decided to disburse
R$.75 million in three wanches to DLC subject to firancial soundness.  All the three
tranches were released. Repayments of installments are satisfactory. As of January 31,
2004 Rs.9.908 million were outstanding,

Financials:

It is obvious from the following financials that there is considerable increase in total
liabilities of the entity, which roused to Rs.3,359.90 million i. the year 2003 from a
level of Rs.384.59 million in the year 1997. However, with the increase in total liabilities
of the company, there is corresponding increase in Net investment in Leases which has
too doubied during the same period i.¢. from Rs.408 million in 1997 to Rs.878 million
in 2003, which itsclf is an indicator of better utilization of available financial resources.
"hough an cnhanced level of labilities has created imbalance in debt to equity ratio but
the current and Interest Coverage ratios still meet the criteria prescribed under
Prudential Regulations.

— (Rupees inrrillion)

YEARS 1987 1988 1988 200 20 2002 p.44¢) 34

Net Investrrent in Leases 4B14 A&Be6 SBO  H14S  THI 8840 8815 18630

Lesse Incot e 12129 13B3B 1406 17104 18458 2ABD 21653 5736

Cther Incone 066 71 916 2R 8N 104 244 1.074

Total Revenue 121 140 121 21442 2Re8 2ZB2B IW21 1P

Profit after Tax 452 102 199 311 31.51 210 2808 1020

ERS 181 04 08 124 126 131 11.60 209

BV 11.8 122 122 123 125 1281 238 2431

Fin Crerges/ Exp(%) 589 608 781 &3 87 88 8358 R

TERP) 23 1.69 136 141 140 1.16 246 128

Curert Ratio 153 126 137 1.04 1@ 090 100 1.00

LD 215965 2061 S5P74 403 SRR 6806 101480 108775

Total Liatilities 3L 6D 12036 12283 174443 20003 330N 371603

T.Lisb/ Equty 130 20 406 3% 857 590 5% a8

LTD/ Equity 073 085 186 1.60 1.80 196 167 1.70

Debt / Bty 5.4 63 8020 8020 &15 B3A 23 6238 ——
(irduding curert liailities) INITIALS

The Risks:
The real risk of the financial sector is that of the cconomy. No doubt the economy ==
affects any indusiry but the fact is some industrics have a beta of more than onc. This
means that few industrics decline more than the economy when there is a decline in the
cconomy. Financial scctor falls inlo that catcgory. In the leasing industry, the cash
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flows are severcly affected by the downturn of the cconomy.  When recession hits the
markel, the ability of the lessce deteriorates which in turn makes the camings of a
leasing compuny volatile. Howcver, entity rating of £1 for short term and A for long
termi by PACRA supgests low possibility of default by Dawood Leasing Company on its
financizl commitments.
Other avenues of Investinent.
Besides placing the funds in 11°Cs State Life can placy its funds in Pakistan Investment
Bonds of different tenures which at present are providing the following yields.
Tenure Yield (%)
= 3 years 3.55
5 years 4.62
10 years 6.27
15 years 75
20 years 8.15
Stare Life can also place its funds in equities where it can get a yield in the range of
6% to 10% depending on the market conditions.
Proposal to be considered by the Board:
Altention is drawn to the provisions of S37(2) and S37(3) of the Insurance Ordinance,
2000 which rcads as under:-
37(2):-Except with the prior approval of the Board of Directors at regularly
convened meeting by the vote of not less than two-third of the total number of
directors, no insurer shall grant any loan or lemporary advance to any firm or
- company in which any director, manager, actuary, auditor or officer of the

insurer, any member of the family of such director, manager, acl..ary, auditor or
officer has any inlerest as proprielor, partner, director, manager or managing
agent: Provided that no such approval shall be reguired if the loan is secured by a
life policv issued by the insurer and is an ameount not exceeding 80% of the
surrender value of that polizy.

37(3):~ The director concerned shall not vote at, or otherwise participate in
the proceeding of the meeting of the Board covsidering the grant of any such
loan or advance as is referred to in sub-section (2).

Mr. Ansar Hussain General Manager Investment is on the Board of DLC. As
such  this memo is being submitted directiy to the Board instead of the
Lxecutive Commitiee.

Recommcndat:«?n: - o _ CHAIRMAN'S
The rate of retun on these TFC ie cut-off of last auction of S years PIBs plus INITIALS

premium of 1.75% scems reasonable as the effective yield comes to 6.83% p.a. in
the current scenario.

The Tunes Interest Earned Rabio (11ER) is 1.28(X), which is fine keeping in view
the industry trend. For instance the TTER of some of the major fcasing companics
e.¢: Onx leasing 1.24 (X), Askari Leasing 1.08(X), P1CIC 1.36 (X).
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‘lom:
i (Inv.)

The issue is not rated but PACRA has assigned 11,02 an enlity rating of Al for short
term and A for long term.

83.  The proposal of investment in the propose¢ TFCs up to Rs.75 million was
submitted for consideration by the Board.

After thorough discussion, the Board resolved as under:-

RESOLVED:
“that the proposal of ED(Inv) contained in the memorandum No.12 for
investment upto Rs.75 million in the proposed TFCs of Dawood Leasing
Company Limited, modified for investment uptn Rs.25 million, be and was
fiereby approved.”

ITEM (13) CONSIDER/APPROVE - PRIVATIZATION OF NATIONAL
RENINERY LIMITED (NRL).

84. Executive Director(Investment) presented before the Board a memorandum for
consideration and approval of proposal of privatization of National Refinery Limited.

85. State Life had received a letter dated 27" Qetober, 2003 from Privatization
Commission asking State Lifc to deliver its holdings in National Refinery to the
Commission. State Lile vide its letter dated 16" Scptember, 2003 requested Ministry of
Commerce to ask Privatization Commission to exclude shares held by State Life in the
Privatization process of NRL on the following grounds:

a.  The shares of National Refinery have beeu purchased out of life fund of
the Corporation, which belong to the policy holders.

b.  The investments of the Corporation are Lighly regulated and there are
only few opportunitics for the Corporation 1o invest its funds.

c.  The receipt of proceeds of National Refinery will add to the cash flow of
the Corporation making its investment difficult in future.

d.  The experience of the Corporation has not been good in case of
privatization of Burma Oil Mills where the Corporation was not paid
anything on the plea that the Commission had overspent in the payment
of (Golden Handshake.

86. In reply Privatization Commission vide its lefter dated 27™ October 2003 which
was received through Ministry of Commerce replicd as under:

1 State Life has carlier participated in privatization of Wazr Ali Industries,
National Motors, Metropolitan Steels Ltd and Bankers Equitics 1.td for
which the Corporation has received Rs.54,534,210/-.

ii. Policyholders of State Life will benefit out of profit realized from the sale
of sharcs National Refinery T.td.

iit. The case of Burma Oil Mills is quite diffcrent It was a loss making
company. Llence State Life did not receive any amount,

iv. Without participation of State Life the Comunission wilt not be able to
privatize National Refinery 1td.

CHAIRMAN'S
INITIALS
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87. [ view of stand taken by Privatization Commission that it would not be able to

privatize National Refinery Ltd. in case State Life did vot participate in the privaiization
process of National Refinery J.td. State Life expressed its willingness to deliver shares of
National Refinery to the Commission.

88. Privatization Commission thereafier vide its letter dated 29" January 2003 sent a
draft agrecment for sale of entire holding of 4,447,160 shares of National Refinery held
by State Life. The letter of the Commission has not yet been responded.

89. It may be mentioned that the Government of Pakistan in order to have effective
control on State owned enterprises had frozen some of the shares held by various

a organizations so that the total holding of the Governmerit comes to over 51%. The bonus
and the right shares issued on the frozen portfolio were also frozen.
90. Accordingly 851,000 sharcs of National Refinery held by State Life were treated
as frozen n 1983, National Refinery thereafier issucd bonus and right shares on different
occasions. This has increased the frozen holding of the Corporation to 2,1 27,500 shares.
91. State Life’s total holding in National Refinery stands at 4,446,560 shares at an
average holding cost of Rs.31.82 per share. State Lifc return on the investment over the
year has been as under:
Y ears: 1999 2000 2001 2802 2003 HY04
Cash Div(Rs/Shr):  4.00 450 500 6.00 10.00 2.50
92.  Retumn on Investment over the years on current helding cost and market price has
been as under (Current market price of National Refinery is Rs.181 per share as on 9™
March 2004.
Pan Y ears: 1999 2000 2001 2602 2003
Yield om:
Holding Cost: 12.57% 14.14% 15.71% 18.85% 31.42%
CM Price: 220% 245% 2.76% 33i% 5.52%

93. Over the years the company in fact has not unly strengthened  its operating
performance but also positioned itsclf as a vibrant and growing company. The sales
touched its new peak and the networth consolidated further to ensure sustainable growth

m future.
Y ears: 1999 2000 2001 2062 2003 TIY04
Sales (Rsmn) 19,100 29,762 34,331 29,762 36,077 18,775

Net Proft (Rsmn) 643.3 706.7 775.7 78C.8 1,352 838
Networth (Rsmn) 1,980 2,387 2,829 3,210 3,896 4,567
Book Value(Rs/Shr) 29.71 35.82 42.46 4¢.17 58.47 68.54

94, The process of dercgulating the petroleum sector continues to offer an RS
opportunity for further growth through better margin on the product. The lube base oil INITIALS
alone contributed Rs.4.5 billion to the total refinery sales for the financial year ended
June 30, 2003. Furthermore, the government has also introduced new scheme of tariff
protection and removal of guaranteed rate of return to ¢ {uel refineries on their paid up
capital. As 2 result, gross refining margin on fuel products has been encouraging and
helped in improving profitability.
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95. I'he comnpany produces LPG, naptha, motor gasoline, kerosene, lube base oils,
asphalt, aviation fucls, diesel oils and fucl oil from its fucl and lube refineries. However,
recent initiative of thermal power plants to convert themseives from fuel oil to natural gas
has resulted into decline in the consumption of fuel oil but reconstruction activities in
Afghanistan may generate higher demand of asphalt. The management of the company
seems be to well aware of the development taking place in the external environment and
repositioning itself to capitalize the upcoming opportunitics and to address the possible
threat effectively. The lube revamp project and the steps to maximize the production of
asphalt could be termed as efforts in this direction.

96. Increasing trend in net worth is indicative of continuing growth in the operating
assets of the company consequently higher profits in future. Therefore, selling off
holding in market or delivering the same to Privatization Commission i8 tantamount to
deprive the Corporation of 31.44% Return on its Investment.

97. It was to be noted that State Life was a liability management company and
thereby has obligations to protect the interest of its policyhclders by managing its assets
in a way that facilitates in meeting its financial obligation in term of paying sum assured
and better retumn to policyholde- as and when they become due. Keeping the very facts
in mind investment or divestment are made.

98. The Board was requested to decide whether entire holding of the Corporation in
National Refinery be delivered to the Commission or the Corporation should deliver the
frozen portion only and ask the Commission to quote indicative sale price.

99.  Mr. Nessar Ahmed while joining the discussion, opined that delivery of
2,127,500 frozen shares of National Refinery Limited could not be objected. However,
State Life should negotiate the price of remaining shares and get the best price.

At this point, Mr. Ansar Hussain, GM(Inv) left the meefing.

After thorough discussion, the Board resolved as under:-

RESOLVED:

“(a) that in view of proposal, contained in memorandum No.13 of
ED(Investment), 2,127,500 frozen shares of National Refinary Limited were
allowed to be delivered to Privatization Commission with the request to the
Commission to quote indicative sale price, be and wzs hereby approved.”

“(b) that State Life should negotiate the price of remaining shares and get the
best price, be and was hereby approved.”

ITEM (14) CONSIDER/APPROVE - MARK UP? ON LOANS AND
ADVANCES TO FIELD WORKERS.

100.  Exccutive Dircctor(B&A) presented before the Board a memorandum for
consideration and approval of mark up on loans and advances to field workers.

CHAIRMAN'S
INITIALS
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101. The Board of Dircctors in its 173" meeting held on 27" Decomber, 2003 had
resolved that rate of 12% mark up ecarlier fixed by the Board, was re« uced from 12% to
State Bank discount rate as on 31™ December cach yzar plus 2.5% w.e.f. 1" January of
the following year for all new/outstanding balances of loans and advances to officers
paid from the Shareholders Fund and to staff to be paid afier this decision and that no
mark will bz chiarged against two month salary advancs to employees (officers/staff) and
temporary advances to agents was approved.

102. Ia ths above stated decision, mark up on loans and advances being paid to field
workers (agents/employers of agents) was omitted. It was proposed that the rate of mark
up on loans and advances paid from Shareholders Fuud to agents/employers of agents
may also be allowed in line with the rate of mark up allowed by the Board of Directors
to officers and stafl' in its 173" meeting held on 27% December, 2003.

Afier thorough discussion, the Board resolved as under:-

RESOLVED:
""that the proposal of KI)(B&A) contained in tre memorandum No. 14 dated
18" March, 2004, the rate of mark up on lvzns and advances paid from
Sharcholders Fund to agents/employers of agents be allowed in line with the
rate of mark up allowed by the Board to officers and stafl in its 173™
meeting of Board, be and was hereby approved.”

ITEM (15) CONSIDER/APPROVE — APPOINTMENT OF CHAIRMAN FOR:
() STATE LIFE EMPLOYEES CONTEIBUTORY PROVIDENT ¥UND.
(D STATE LIFE EMPLOYEES PENSION FUND.
(1) STATE LIFE OFFICERS GRATU 1TY FUND,

103.  Executive Dircctor(B&A) presented before the Board a memorandum for
consideration and approval of appointment of Chairman tor (1) State Life Employees
Contributory Provident i'und, (i) State Life Employees Pension Fund and (iii) State
Life Officers Gratuity Fund.

104.  Mr. Muhammad Latit, Ex-Exccutive Director (13&A) was holding the position of
Chairman of following three Funds relating to the employees retirement benefits, 4ll his
retirement:

i) State Lifc Insurance Corporation Employces Contributory Provident Fund
1) State Life Employces Pension Fund
) State Lifc Officers Gratuity Fund

105.  After the retirement of Mr. Muhammad Ladf the position of Chairman of all
three funds has fallen vacant. The Corporation has the authority to appoint
Administrators/Trustecs of the Fund. The Chairman of the Fund, who presides over the
meeting of the Administrators/Trustees, was also appointed by the Corporation. Since
under the terms of LINO, the Corporation’ business was transacted through its
Directors, the appointment of a Chairman for each of the above mentioned fund was
required to be inade by the Board of Dircctors.

106.  In view of the above, it was submitted that the Board may kindly approve the
appoiutment of Mr. Muhammad Javed Khan, Executive Director B&A), as Chairman
of following {unds:

CHAIRMAN'S
INITIALS
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i)  State Lifc Insurance Corporation Employces Contributory Provident Fund
i) State Life Employecs Pension Fund
i) Siate Life Officers Gratuity Fund
After thorough discussion, the Board resolved as under:-
RESOLVED:
""that as propesed by ED(B&A) and contained in the memorandum No. 15
P dated 16™ March, 2004, the appointment of Mr. Muhammad Javed Khan,
Om

EDB&A)

Action:
EDRB&A

b

Executive Director (B&A), as Chairman of above funds, in place of Mr.
Muhammad [atif, Ex-Executive Director(B&A), be and was hereby
approved.'

ITEM (16) CONSIDER/APPROVE - APPOINTMENT or
ADMINISTRATOR OF STATE LIFE  EMPLOYEES
CONTRIBUTORY PROVIDENT FUND.

107. Exccutive Direstor(B&A) presented before the Board a memorandum for
consideration and approval of appointment of Administrator of State Life Employees
Contributory Provident Fund.

108.  The Regulation 4(1) of State Life Inswance Corporation Employees
Contributery Provident Fund provides that the Fund siali have 12 Administrators, who
will be appointed by the Corporation. The said Regulation is reproduced below:

“4. Administration — (1) The fund shall be keld by the Corporation and
shall be administrated by a commitiee of twelve persons, including a
Chairman, appointed by the Corporation in svch manner and for such
term as it may delermine from time to time (heremnafier referred to as the
Administrators). The management, custody, investment and control of the
Fund shall vest in the Administrators.”

109. Consequent upon retirement of Mr. Muhammad Mazharuddin, Ex-Executive
Dircctor, ypon attaiuing age of supcrannuation, the administrators of the Fund have
resolved to nominate Mr. Shahrukh Sabzwari, D.GG.M. (Actuarial Division) as an
Administrator of the State Life Employees Contributory Provident Fun ! in place of Mr.
Muhammad Mazharuddin. A copy of the resolution wes attached.

110.  The matter is, therclore, placed before the Board of Directors for consideration
and approval for appointment of Mr. Shahrukh Sabzwari as an Administrator, State Life
Employces’ Contributory Provident Fund in place of vir. Muhammad Mazharuddin.

After thorough discussion, the Board resolved as under:-

RESOLVELD:
“that as proposed by ED(B&A) contained in the memorandum No.16 dated
5" March, 2004 for appointment of Mr. Shehrukh Sabzwari, as an
Administralor, Stale Life Employees' Contributery Provident Fund in place
of Mr, Muhammad Mazharuddin, be and was hereby approved."

CHAIRMAN'S
INITIALS
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ITEM (17) VISIT OF DIRECTORS TO {COMPUTER DIVISION,
PRINCIPAL OFFICE AND KARACHI(SOUTIIERN) ZONLEL,
TO WITFNESS THE PROGRESS OF COMPUTERIZATION.

111, The members of the Board of Directors visited the Computer Room situated at
4" floor of Principal Office, Karachi and witnessed the progress made by Computer
Division. During the course of visit, the members of the Board asked different questions
to ascertain the progress of computerization. The menbers of Board appreciated the
achicvernents and pointed out that there was lot of room for improvement in the
computer system. The Board also stressed that the vpdate online facility be made
available to the policyholders as early as possible so that a policyholder could watch and
ascertain the status of his policy as well as may get other information through onfine
facility.

112, The visit to Zonal Office Karachi(Southern) Zcne was deferred for one of the
nzxt mectings of the Board.

ITEM 18(I)) CONSIDER/R:VIEW —MINUTES OF 11"™ MEETING OF
BOARD AUDIT COMMITTEE HTELD ON 26™ DECEMBER, 2003.

113.  Mr. Bashir Anmed, Chairman Board Audit Committee, presented before the
Board, the Minutes of 11" meeting of Board Audit Committce held on 26 December,
2003, which were noted.

ITEM 18(i) CONSIDER/APPROVE - COMPENSATION AMOUNTING TO
RS.56.008 MILLION RECEIVABLE FROM GOVERNMENT OF
PAKISTAN BEING PAYMENT MADE O DEFUNCT INSURERS.

114, Mr Khizar Hayat Aamir, DH(B&A) and Mr. Latif A. Chaudhry, DH(Law)
soined the mecting and they bricfed the Board on the financial and leg, | aspects of the
memorandum respectively.

115. At the ume of nationalization of the life insurance business in Pakistan, the
deiunct insurcrs, whose lifc busincss was transferred aad vested in the Corporation, were
required fo be paid compensation in terms of Acticle 39 of Life Insurance
(Nationalization) Order, 1972 (LINO). Compensation was approved by the Federal
Government in the amount 0f Rs.56.008 million, which was paid by the Corporation to
e defunct iusurers under Article 39 of LINO, which reads as follows:

“39. Compensation. (1) Where the life insurance business of the
insurer has been transferred 1o and vested in a Corporation,
compensation shall be paid by the Corporatior: 16; that insurer.”

1i6.  Towever, the Life Fund of the Corporation, after payment of 2.5% of the
actuarial surplus to the Government of Pakistan as dividend, belongs to policyholders
and the Corporation could not make any payment out of this fund to the erstwhile
msurers under the provisions of section 10(3) of the repealed Insurance Act, 1938,
which reads as under:

“10 Separabon of accounts and funds. (3) e life insurance fund shall
absolutely the sceurity of the life policyholders as though it belonged to an i
canrying, on no other business than life insurance bnsiness and shall not be liable {

CHAIRMAN'S
INITIALS
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contracts of the insurcr for which it would not have been liable had the busincss
msurcr been only that of life insurance and shatl aot be applicd directly or indiree
any purposes than those of the life insurance business of the insurer.”

117. Anyway, since the payment was made on the directives of the Government of
Pakistan but was not refunded by the Govt. of Pakistan, an asset titled “Balance of
Compensation Receivable” was created at that time, in order to create the entry in the
books of accounts.

118.  As the matter remained unresolved because the Government of Pakistan refused
to refund this amount on the plea that the Corporation was required to bear this expense
"> under Article 39 of LINO, this amount of Rs.56.008 million was appearing in books of
accounts since long. Our statutory auditors have been gualifying this amourt for last so
many years. The audiiors have again repeated their quaiificaiion in accounts for the year
2002 The Board Audit Committee while approving the accounts for the year 2002,
recommended to write off this amount if it was not receivable.

119. It wag likely that the qualification will again be repeated by the Auditors. The
matter was thercfore discussed in the meeting of Mancgement Committee, which was
attended by Chairman and all Executive Directors. Divisional Heads (B&A) and (Law)
were also invited to attend the mecting. After the detailed discussion, a general consensus
was emerged in the meeting that the payment of compeasation to defunct insurers was
the responsibiiity of State Life under Article 39 of LINO and Govt. of Pakistan was not
liable to rcfund the amount to the Corporation. Therefore, the amount so paid should
have been charged to Revenue Account instead of showing it reccivable. However, the
amount was shown as “amount receivable” because it was thought at that time that the
Government of Pakistan is the sole sharcholder of the Corporation.

120.  The Board of Directors was therefore requested to kindly accord approval to the
Management to reverse the amount of Rs.56.008 million irom “Amount Receivable” and
charge the same to Revenue Account for the year 2002

After thorough discussions, it was decided that legal opinion from external legal advisor
should be obtained and thereatter be placed before the Board for consideration.

RESOILVED:

- “that in relation to memorandum No.18(1I) of Ei (B&A), the legal opinion
‘LD(:);;A) from external legal advisor to ascertain the legal position be obtained and be
ll)(Law) placed before the Board for their consideration, be and was hereby

approved.”

ITEM 18{11T) CONSIDER/APPROVE - EQUITY INVESTMENT.

121, Lxecutive Director(Investment) presented before the Board a memorandum for CHAl'TF*IM‘L\:’S
INITIA

consideration and approval of cquity investment. At this point, Mr. Ansar Hussain,
GM(Investment) also joined the mecting,.

“wc. State Lite has to invest its funds in ordinary shares keeping in view the provisions
of Insurance Ordinance 2000, Insurance Rules 20062 and SROGO9K of 1970 as
amended 1o date. Clause (d) of SRO309)K reads as undier:
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(d) Preference or ordinary shares, modaraba certificates of any company
incorporated in Pakistan, other than a private simited company and listed on
any stock exchange in Pakistan, up to 30% of the sum referred to in sub-
section (1) of scction 27 of the Act, subject to the following conditions,
namely:-

(1) n the case of ordinary shares of any such company, dividend of not Iess
than 5% including bonus have been paid on such shares for the five years
immediately preceding the date of investmen or for at least five of the
seven years immediately preceding the date of investment.

123. The above clause has become a restrictive clause for the Corporation. 'The
Corporation could not inves! in cquities in growing, corapany like HUBCO il it declared
s mierim dividend in 2004 which was the fifth cousecutive year of declatation of
dividend for HUBCO.

124. "The matter has been considered in depth by ine Corporation and it has been felt
the Ministry of Commerce be requested to consider amendment in clause d@) of
SROCO9)K so that the Corporation can invest in cquitics of the companies which
dividend rsgularly for three years or for three out of five years preceding the date of
investment,

125.  The Board was requested to consider and approve the amendment in
SRO(309)K placed as Annexure. At this point, Mr. Ansar Hussain, GM(Investment) left
the mecting,
After thorough discussion, the Board resolved as under-
RESOLVED:
"that the proposal of ED(Investment) contained in the memorandum
No.18(I11), for proposed amendment in SRO 305(I)/70 dated 21.03.1970, be

and was hereby approved.'

126.  The meeting ended with mutual vote of thanks.

Wil |

CHAIRMAN
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