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CONFIDENTIAL AND RESTRICTED

The one hundred and cighty third (183™) Mccling ol the Board of Dircctors of State
Lifc Insurance Corporation of Pakistan was held on 15" November 2005 at 10:00 a.m. ., in
. the Board Room, Principal Oflice, Statc Life Building No.9, Dr. Ziauddin Ahmed Rofd,
Karachi.

PRESENT:

1. Mr. Kamal Afsar Chairman

2. Mr. Bashir Ahmed Dircctor

3. Mr. Nessar Ahmad Dircctor

4. Air Marshal (Retd) Sharbat A. Changazi Dircector

5. Mrs. Spenta Kandawalla Director

6. Ch. Javaid Ilussain Director

7. Syed Hur Riahi Gardezi Director

8. Mr. Shahid Aziz Khan Board Secretary

2. Sycd Asif Shah’s request for lcave of abscnce was granied by the Board.

3. Chairman introduced Sycd Hur Riahi Gardezi the newly appointed Dircclor to the
members of the Board. The Chairman and members of Board of Dircctors extended wanm

welcome to Syed Hur Riahi Gardezi and expressed confidence that the Board would be:

benefited from the expericnce and wisdom of Sycd Hur Riahi Gardezi. Sycd IHur Riahi
Gardez thanked the Chairman and members of Board, for the kind words for him and
assurcd Lhat he would cxtend bis full cooperation and would work in the best inferest of the
Corporation.

4, The Board members were inlormed that the cheques for donation given by the State
Lifc towards the President’s Relicf Fund for Earthquake Victims-2005, were personally
delivercd by the Chairman SLIC to the Prime Minister of Pakistan. The Board offered
Fatiha for the departed souls of carthquake and ritcrated that SLIC would continuc to
contribute to the national cfforts of reconstruction of the allccted arcas.

ITEM (01).(7()Nl"[RMA'l'I()N OF MINUTES OF 182" MEETING Ol TUE
BOARD OF DIRECTORS TTIET.1) ON 24-05-2008.

5. “"The minutes of the 182™ Mecting of the Board of Dircctors held on 24™ May' 2005,
were placed before the Board. It was pointed out that in linc-5 of para-4 of the minutcs, the
correct word was “congratulatory” instcad of “congratulating”. In the same paragraph, in the
second last line the correet word was “under” instcad of “with”. The Board agreed with
these corrections and asked the Board Scerctary to incorporalce these corrections in the final
version of the minutcs. ‘ ‘

6. Air Marshal (Retd) Sharbat A. Changazi proposed and Mrs. Spenta Kandawalla
scconded that the minutes of 182" mccting held on 24" May, 2005 be confirmed wilh
above corrections.

Accordingly, it was resolved as undcr:

- RESOLVED:
"that the Minutes of the 182'"’ Mceting of the er(l of Dircctors held on 24%
May' 2005, were confinmed with above corrections.

fortly

———

CHAIRMAN
INITIALS
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ITEM (02) IMPLEMENTATION REPORT ON DECISTONS TAKEN IN TITE
182" MEETING OF BOARD OF DIRECTORS. -

7- The Board Sccretary presented before the Board the implementation report on

decisions taken in the 182™ meceting of the Board held on 24™ May, 2005. Mrs. Spenta
Action: -~ | Kandawalla opincd that the namc of thc Commitlce constituted for the promotion of
Board ' | cultural heritage, cducation, health and sports was too large, therefore the name of this

Secretary | committce needed to be changed as “Social Responsibility Committee™. The Board agreed
to this proposal. Sycd ITur Riahi Gardezi enquircd whether previous power of altorncy
given to Mr. Manzoor Alimed, Ex-Zonal Chicf (Gulf) had been revoked before issuing a

Action: new power of altorncy to Mr. Mohsin Abbas, the present Zonal Chicl (Gull) or not? Il not,
) Law) then nccessary arrangements for revocation of previous power of altomcy nceded to be

madc. In this context, Board askcd ED(Law) to look into the malter and to take the
nccessary action.

8. The implementation report of 182™ meccting of the Board was noted with
abovc obscrvations.

ITEM (03) TO CONSIDER — RATIFICATION OF TIIE DECISION TAKEN
BY CIRCULATION REGARDING GRANT OF GENERAL
POWER OF ATTORNEY IN FAVOUR OF MR. MOIISIN ABBAS,
ZONAL CIIEF (GUTIN). ‘

9. The Board Sceretary presented before the Board the matter of ratification of
decision on the memorandum of ED(Markceting) taken by circulation on 29-07-2005
regarding grant of general power of attorncy in favour of Mr. Mohsin Abbas, Zonal Chicl

(Guf).

10. Mr. Mohsin Abbas, Assistant General Manager has been posted as Zonal Chicl
C ) (Gulf) vide Office Order No.P&GS/PO/82/2005 dated July 6, 2005. For facilitating the

smooth functioning of the Zonal Office, a general power of attorncy in favour of Mr.
Mohsin Abbas, was required to be cxceuted. Accordingly, a resolution need to be passed by
thc Board of Dircctors through circulation as undcr:

“Resolved that power of altorney as per annexure “A” was granted in favour ol
Mr. Mohsin Abbas, Zonal Chicf, Gulf Zonc and the Chairman Mr. Kamal
_Afsar, and the Exccutive Dircctor (Marketing), Mr. Rahat-ul-Ain were hereby
authorized to exccutc the said power of attomey and allix common scal of the
Corporation thercon were hereby approved.”

Accordingly the Board resolved as under:

RESOLVED /tz
“that the power of allorney as per annexurc “A” of the memorandum -
Actlon: . . .
ED(Law)/ exccuted by the Chairman Mr. Kamal Afsar and the Exccutive CHAIRMAN
ED(MKt)/ Director(Marketing) Mr. Rahat ul Ain, alongwith affixation of common AL
Board scal in favour of Mr. Mohsin Abbas, Zonal Chicf, Gulf Zone and was
Secretary approved by the Board through circulation on 29-07-2005 was herchy

ratified.” '
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ITEM (04) TO CONSIDER = RATIFICATION OF TITE DECISION TAKEN
BY CIRCULATION REGARDING PROMOTION CRITERIA
FOR OFFICERS AND CONSTITUTION OF PROMOTION
COMMITTEE FOR GRADES 01 TO 09.

ST A The Board Sceretary presented before the Board for ratification of the decision
taken (hrough circulation on the memorandum of ED(PP&GS) regarding approval of
promotion critcria/constitution of promotion commiltces for officers and stafl, alrcady
approved by the Board by circulation on 20-09-2005.

— 12.  The last promotion cxcrcise in respect of officers and stafl was carricd out in the
(' / year 2002. No promotion cxcrcisc has so far been carricd out thercaficr.
13. 'The said cxcreise was based upon the Promotion Criteria approved by the Board of

, Dircetors on 22.06.1999 through circulation and later ratificd in 147" Board mecting held
( on 26-28 August, 1999 (I'/A) in respeel of promotion of Superintendents, MN-IIT and SS-
III employces to Assistant Managers, Exceutive Oflicers lo Assistant Managers, Assislant
Managers to Depuly Managers, Depuly Managers to Managers, Managers o Assistant
General Managers, Assistant General Managers to Depuly General Managers, Depuly
General Managers to General Managers and General Managers to Iixecutive Dircctors.

14. Aflcr announccement of the promotions in the ycar 2002, a large number of
representations were received from various officers against their non-promotion. Earlicr a
promotion criteria was approved by the Exccutive Committce of the Board of Dircclors in
its 155" mecting held on 28" May, 1991 and was later ratificd by the Board of Dircctors in
its 104™ mecting held on 11" Junc, 1991 (copy placed at I/13).

15.  In order to redress the issuc, proposcd amendments in the cxisting cntcna lor the
.- | officers and constitution of the Promotion Committee [or the cmiployces in Grade 01 to 09
(,, ¢ are placed below:

i 16. Promotion Critcria for the promotions of Officers and conslitution of Promotion
Committces for Officers and Staff Mcembers:

# Ixisting Criteria I’roposcd Amcundments
Allocation of marks for
considering promotions:

A. ACRs A 50 Marks ACRs 50 Marks

B. Scniorty 25 Marks Scniorily in Grade 35 Marks

C. Qualifications 10 Marks Qualifications " 05 Marks ‘

D. Interview/Suitability 15 Marks Interview/suitability 10 Marks ; ; Al .
Total: 100 marks Total: 100 Marks ——&1;.——

CHAIRMAN'S
INITIALS
——————

Dectails rclating to the points A to 1D above and the prmﬁotinn commillce arc placed
below: '
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A Annual Confidential Reports (ACRs):
i) Last 10 ycars ACRs would  form the
baslis

ii) For eligibility to be considered [or
promotion, there should be no adverse
remarks in the ACR of the officer for the
last 3 years.

i) Last 3 years consceutive ACRs in the same gradc,
immedialely before the year of promotion cxereise,
shall form the basis. Less than 50% marks in any onc
of the 3 ACRs would disqualify for consideration.

ii) For cligibility to be considered for promotion, there
should be no punishment or adverse remarks in the
ACR of the officer during the last 3 years

iii) € there is any relevant matter on the Personal Tile
besides the ACR c.g. waming/displeasure letter cle.,
the Sclection Commiltce may adjust ACR marks
according to its judgment keeping in view the intensity
of the matter.

B. Senlority:

The Officers up to three times the number
of Vacancies would be considered as
cligible.

However if the suitable officer was not
available from amongst three times the
number of vacancics, the commitfee
could go further down in scniority list for
selection of the right ofTicer.

The Officers up to 50% on the Scniority Table may
only be considered as eligible.

C. Qualifications:

Total Marks: 10

Marks will be allocated for academic and
professional qualifications as follows :

a. Academic Qualifications

Maximum Marks: 5
i) Matric 1
i) Intermediate, FA, ICom,

A Level 2

ii)BA, BSc., B.Com., BBA 3
iv)BCs, LLB, BSc (Engg)
BE (Computer System) 4
V)MA, MBA, M.Sc., LLM,
M.Com.,MCs, MBBS 5

b.Professional Qualifications
Maximum Marks: 5

~ Agents Development
Programme (ADP), ACS 2

- Management Orientation
Programme (MOP) 2

- Study Course in Agency
Management (SCAM) 2
- Marketing Managetment
Scrvice (MMS) 2
- CA Inter, [CMA Part 11T 2
- Chartered Life Underwrilers
FLMI, ACII, ASA/AIA. 4
- ACMA, ACA 4
- FCMA, FCA, FIA,
FSA, FCII 5

Total Marks: 5
Marks will be allocated for academic and professional
qualifications as follows :

- Graduation [

[y}

- Post-Graduation
- Professional/Technical 2

s

CHAIRMA?M
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E.

Formation of Commitices:

a) For Promotion of DGM to
GM, GM to Executive
Directors.

Step 1
Board of Direclors

Promotion Commiiltee would
comprise of Sceretary Commeree as
Chairman, Additional/Joint Sccrclary
and Chairman State Life. The
Commillce  would however  be
constituted by  Ministry  of
Commerce.

b) From Dy. Manager to Manager,
Manager to AGM and AGM to
DGM

The Commiltec would consist of
Senior Most Exccutive Director as
Convenor and other Exceutive Directors
as Members. The Committce would
consult the concerned Divisional [cads
wherever necessary. Divisional [ead
(P&GS) would scrve as Scerctary (o the
Comumitlee.

¢) Gradel to 7, SS-1 to SS-II1
and MN-I to MN-III, EOs to AMs
and AMys to DMs

Senior Most General  Manager  as
Convenor and other General Managers as
Members, with Divisional IIcad ol P&GS
as Secretary.

d) Regional Level

Grade 1 to 7, SS-I to SS-I11
and MN-I to MN-I1I, EOs to AMs
and AMs to DM3s

The Committce mentioned at ¢) above
may visit the four Regional Offices. The
Committee may consult Regional Chiefs
and the Departmental Heads concerned
about the officers in the Region but the
RC or Departmental Head may not be a
member of the Committee.

a) For Promotion of DGM to
GM, GM to Executive
Director.

) For DGM to GM.

Chairman - Convenor
All Executice Directors - Members

Divisional Ilcad (P&GS) - Seeretary

ity For GM to Executive Diorector

Chalrman - Convenor
Directors of the Board - Members

Iixecutive Direclors(P&GS) - Sceretary

b

~

From Dy. Manager to Manager,
Manager to AGM and AGM to
DGM.

Executice Director (P&GS) - Convenor
Al other Execntice Directors - Members

Divisional Head (P&GS) - Sceretary

¢) Gradelto 7, SS-I10 SS-II1
and MN-I to MN-I1I,
Supdt/SSILI/MNIII to AM,
1O to AM and AM to DM

Divislonal lHead (P&GS) - Convenor
Divislonal Head (B&A)

Divisional Head (RE) - Members
Divislonal Head (PHS)

AGM(P&GS) - Sceretary

i) For Promotions at Principal Office, the Commiltce
may consult the Divisional 1eads concerned for
award of the suilability marks but they will not be the
members of the Commiltee.

ii) For Promotions at Regional Level,

Zonal [ead and In-charpe(P&GS) concemed will visit
Principal Office along-with Grading Sheets, Personal
Files and ACR Files. The Committce will allot
“Suilability Marks> in consultation with the Zonal
licad & In-charge (P&GS). The Commiitee may
consull other Functional Heads at Zones/Regions on
nced basis.

{—;;é
CHAIRMA
INITIAL!
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f 17. Syed Hur Riahi Gardezi opinced that memorandum regarding appointments of

officers/staff was silent in casc of fresh appointments. The Chairman informed the Board
that the present memorandum rclated to promotion crileria for the officers and not for
i ) fresh appointments. He informed (hat the promotion cxercise for the officers was last time
\ madc in the year 2002 and since then this exercise was pending. Ie (urther informed that
the promotion cxcrcise upto the rank of Assistant Mangers alrcady had been completed and
circulated. Now promolion excrcise would be made from the rank of Deputy Managers to
onwards.

Accordingly the Board ratificd the above amendments which were alrecady passed through

circulation:
/ “that the proposal of ED(P&GS) contained in the Memorandum No.04
Action: . . o e s
EDQP&GS) regarding promotion criteria for officers/staff and constitution of promotion

committees for officers and staff approved by the Board through circulation
L on 20-09-2005, was ratilicd.”

ITEM (05) PRESENTATION ON_BUSINESS FIGURES OF MARKETING,
GROUP_& PENSIONS, INVESTMENT AND REAL ESTATE
DIVISIONS.

18. At this point, Mr. Mohammad Javed Khan, ED(Investment/B&A) and Mr. Ansar
Hussain, General Manager(Investment) joined the mecting. The business figurcs for
’ Marketing/Gulf Zone, Group & Pensions, Investment and Real Iistatc Divisions were
presented before the Board. During the discussion of investment portfolio, Mr. Nessar
Ahmad suggested that to strecamline the investment business State Life should incorporate
\ an Asset Management Company with primary function to provide cxpert advice to the
: Corporation to make the suitable investments. To obtain the scrvices of somc Asscls
Management Company would not be feasible as they would be having conflict of interest.
Mr. Bashir Ahmed and Mr. Iur Gardez also supported this suggestion. Chairman agreed
to look into the feasibility for cstablishing such a Company. While discussing para-6(b) of
business figurcs of Investment Division, Mr. Gardezi pointed out that why there was a
Action decline in investment income and against the figurcs of Rs.13386 million for the ycar 2004,
ED(Inv) a figure of Rs.7440 million for the year 2005 has been shown. GM(Investment) explained
that the figure of Rs.13,386 million for the year 2004 was for the complete year while the
" ' figure of Rs.7440 million was upto August 31, 2005 for a period of cight months. Board

observed that in future the exact figurcs of corresponding period should be placed before
the Board so a correct comparison of figurcs would be possible. Mr. Nessar Ahmad further
l suggested that in business figures the varance of cach class of figurcs with loss or profit
- should be classificd. This was noted for compliance in the {uturc.

Gt
19. The Board noted the figurcs of Marketing/Gulf Zone, Group & Pensions, —:_@

Investment and Real Estate. CHAIRMAN
INITIALS

ITEM (06) TO CONSIDER APPOINTMENT OF AUDITORS FOR AUDIT OF
ACCOUNTS OF GUILLF ZONE FOR TITE YEAR 2005.

20.  Exccutive Dircclor(B&A) presented before the Board a memorandum regarding
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appointment of Auditors for audit of accounts of Gulf Zonc for the year 2005. .

21.  Appointment of auditors is to bc made for audit of accounts of Gulf Zone for the
year cnding 31% December, 2005. As the present auditors, Ms. Sajjad Taider & Co., have
completed their five years cycle, technical and financial bids were called from auditors for
replacement of auditors for Gull' Zone. Three out of scven firms have responded to our
request but two firms have quoted audit fec/out of pocket cxpenses whereas the third audit
firm only submitted their company profile. The audit fec/out of pocket expenses quoted by
them is as follows:

Sr. # | Firm’s Name Audit Fee Out of Pocket Total
B Jixpenses B
) 1) Gulf Accountancy & Audit Cenlre Dh.35,000 Dh.5,000 Dh.40,000 s
i) Tmst & Young Dh.190,000 Minimal -
iii) | Alliott Hadi Shahid Notquoted | Notquoted |7 =~

22.  The audit fec/out of pocket expenses quoted by two firms, as  stated above, arc
enormously higher as compared to audit fec/out of pocket expenses allowed to the present
auditors for 2004 being Dh.22,000/- and Dh.7,000/- tespectively. At Gulf Zong, bonus to
policyholders is hardly accruing and it is not feasible to put an cxtra burden on the Zonc in
the shape of higher audit fee. Also, State Lifc has ncver obtained concurrence from office
of the Auditor General of Pakistan for appointment of auditors for Gulf Zone duc to
territorial restrictions of the concerned office. It is therefore requested that the Board of
Dircctors may consider to relain and appoint M/s. Sajjad [Haider & Co., as auditors for
Gulf Zone for the year ending 31™ December, 2005 on the same audit fee and out of pocket

! expenses which were paid in 2004.
23.  ED(B&A) Submitted for approval of appointment of M/s. Sajjad IHaider & Co., as
\ auditors for the year 2005 against audit fce of Dh.22,000/- and out of pocket expenses not
- exceeding Dh.7,000/-.

Accordingly, it was resotved as under:

RESOLVED
“that the proposal of ED(B&A) contained in the memorandum No.06 dated
Actlon: 01-09-2005 regarding appointment of M/s. Sajjad Haider & Co., as auditors
ED(B&A) for Gulf Zone for the year ending 31% December, 2005 against an audit fee
{ of Dh.22,000/- and out of pocket expenses not exceeding Dh.7,000/-, were
approved.” -

” \ ITEM (07) TO CONSIDER — BUDGET PROPOSALS FOR TIE YEAR 2005
AND REVISED BUDGET ESTIMATES FOR THE YEAR 2004,

24. Exceutive Dircctor(B&A) presented before the Board a memorandum regarding, =

budget proposals for the year 2005 and revised budget cstimates for the year 2004. At this | CHAIRM
INITIA

point, Mr. Khizer Hayat Aamir, DII[B&A) joined the mccling.

25. The Annual Budget Estimates for the ycar 2005 and Revised Budgct for the ycar
2004 was submitted to Board of Dircctors for consideration in its 182 mccting held on
24.5.2005. The Board of Dircctors approved budpet for the first six months of (he ycar
2005 i.c. upto 30" June, 2005 and dirccted the Management to bring up with dctails of
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actual income and expenscs of first six months of ycar 2005 for consideration of the Board
of Dircctors so that budget for entirc year is approved.

26.

As dirccted, a summary of actual income and expensces for first hall of the ycar 2005

has been prepared, which is placed in the attached Folder-I. The detailed statements in
support of the summary arc as follows:

o Anncx “A” —

Total Income

e Anncx “B” — Policy payment

27.

i)

iii)

)

Annex “C” — Ticld Expenscs

Anncx “D” — Arca Managers Iixpenses
Anncx “E” — Administrative Expenscs
Annex “L-1" — Officers IExpenscs
Annex “E-2” — Stafl Expenscs

Annex “Ii-37 ~Investment/RE Expenses

The result of the income and cxpenscs for the first half ycar 2005 is as under:

The total income for the first half ycar -2005 has shown an incrcasc of 8%
as compared to first hall of ycar-2004. Whereas the total income for the first
half year 2005 is 28% lcss than the budgeted income for six months.
However, it is also to point out that a major portion of annual busincss is
procurcd during the last quarter of the year and it is cxpected that the
shortfall in the income as compared to the budget would be met in the last
quarter of the year-2005.

Policy payments (or period under review shows an increasc of 9% over the
same period of last ycar but reflect a decrease of 25% as compared to the
budgceted figures for the half ycar 2005.

Ficld expenscs for the first half ycar -2005 depicts an increasc of 26% over
the last year in the same period but shows a dcercasc as against the budget
for the six months of ycar-2005. These increasc/decrease arc in line with the
volume of premium income for the corresponding period.

Arca managers Expenscs also shows an increase of 11% over the last ycar
but arc less by 36% than thc budgeted cxpenscs. The rcason for lesser
cxpenscs in the first six months is the fact that in the initial months of the
year, expenscs arce paid to the Arca Managers on initial scales if expenscs of
preceding year are not within the prescribed limits and at the ycar cnd
difference on account of better performance is paid afler reviewing their
business achicvements. Balance amount of their cntitlement will be paid 1o
the Area Managers at the year-end 2005.

Other administrative expenscs have registered an increase of about 11% over
the corresponding period in the year 2004 duc to increasc in salarics of
officers and other business related expenscs as well as expenses paid once in
the year like insurance cxpenses, mandatory eave encashment, uniform to
sta(l and bonus, ctc., but shows a dccrease of 20% as against the budgeted
expenscs for the six months of ycar 2005.

i/}

CHAIRMA!
INITIALS
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28. A copy of Mcmorandum, alongwith annexcs, presented to the Board of Dirccetors,

Action:
EDB&A)

o Action:
ED(B&A)

Actiomn:
ED(B&A)

in its 182 mecting held on 24.5.2005, containing budget proposals for the entire ycar 2005
and revised budget for the year 2004 is placed in Folder 1L

29.  Board of Dircctors was requested to kindly consider and approve Budget Proposals
for the entire year 2005 and Revised Budget Estimates for the year 2004 (Folder-II), as
proposcd in the budget summary (Anncx-TI). Within Pakistan business figurcs arc given in
Pak Rupccs. As per Anncx-TI(i) busincss figurcs for overscas opcerations are given in US
dollars as rcforred in above para. Budget for capital cxpenditure for the year 2005 as
contained in Annex-III is also submiticd for approval.

30. It may be mentioned that afler approval of budget proposals under diffcrent head of
expenscs for the respective year, at times a need arises for re-appropriation of somc amount
from onc head to another hecad of cxpense on genuine grounds. The Board was also
requested to consider and authorize Lxccutive Dircctor (B&A) to make re-appropriation of
budget among different head of expenses, in casc a need for such re-appropriation ariscs, of
course, within the overall total amount of budget approved by the Board of Dircctors.

31.  During the coursc of discussion of budget proposals, Mr. Nessar Ahmad pointed out
that all the figurcs placed before the Board should be in accordance with the Government
rules and regulations. Replying to_this obscrvation, DII(B&A) pointed out that budget
figures presented before the Board were in accordance with the rules and regulations meant
for State Lifc.

Accordingly, it was resolved as under:

RESOLVED

()“that as proposed by ED(B&A) in para-5 of the memorandum No.07
dated 28-09-2005, the budget proposals for the entire year 2005 and revised
budget estimates for the year 2004(in Folder-11), as proposed in the budget
summary (Annex-11 ), within Pakistan business figures given in Pak Rupees
and as per Annex-TI(i) busincss figures for overseas operations given in US
Dollars as referred to in para-2.2 of the memorandum, budget for capital
expenditure for the year 2005 as contained in Annex-111 of the memorandum,
were hereby approved.”

(i) “that ED(B&A) was authorized to devise the requisite procedure for re-
appropriation of funds among different heads of expense accounts within the
overall amount of budget, was also approved by the Board.”

ITEM (08) TO CONSIDER - PROVISIONS AGAINST  EMPLOYEES
RELATED LIABILITIES AND PAYMENT OF LEAVE
ENCHASMENT TO OFFICERS.

32. Ixecutive Director(B&A) presented before the Board a memorandum reparding
provisions against cmployces rclated liabilitics and payment of Icave cnchasment lo oflicers.
At this point, Mr. Sohail Tashmi, GM(P&GS) was called by the Board to join the mecting,.

33. A Mcmorandum was placed by the Exceutive Dircctor (B&A) before the Board of
Dircctors in its 181 mecting held on 28™ Iicbruary 2005 for making, provisions relating, 1o
stalf benefits which included pension contributions, compensated absences and  post
retirement medical benefits.

e %

CHAIRMAN'S
INITIALS
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34.  Aller dcliberation on the issue, the Board ol Dircctors constituted a committce

comprising of ED (P&GS), GM (IA&L) and DI (B&A) and dirccted to preparc  a
comprehensive report detailing out the complete historical background for allowing and
making payment of Icave encashment to the officers of the Corporation and find out as (o
why:.
e The provision against above liabilitics was not made carlicr despite of continuous
audit obscrvations; and

e If the objection was simply regarding the making of provision then why payment
of leave encashment is madc to officers w.c.f. 1972.

= 35. Accordingly, the Committee constituted by the Board of Dircctors cxamined these
issucs in detail and submitied its findings dated 8™ July, 2005 to the Management, a copy
of which, alongwith supporting anncxcs, is being submitted cnclosed herewith for kind
perusal of the members of the Board of Dircctors.

36.  The summary of the report submiticd by the commilice, as mentioned in para 3
above, is as follows:- ’

i) Provision against the cmployces related liabilitics was not made mainly duc to the
huge tax burden on Corporation on the total amount of provision. The amount
of provisions would have increased ycar by year and tax impact would have been
more and morc.

ii) Due to heavy tax burden the Management deeided 1o continue with the audil
qualification and adopt altcrnative coursc of action. It was further decided to
amortize the liabilitics in respect of compensated absences of oflicers in a period
of frve years.

iif) Complete background for payment of leave cncashment to officers is contained
in Annex “B” to report of the committec.

iv) Significant amendments were made in the Income Tax Ordinance, 2001 in the
ycar 2004 alter continuous cllorts madc by Statc Lifc. These amendments now
provide that that only such proportion of the amount of provision will be taxcd
which relates to undistributed actuarial surplus, which is only 2.5% in casc of
State Life.

v) As the tax impact on provisions have drastically been reduced to the normal
taxation rate, the Board was requested in ils 181" mccling to grant approval for
making provision against these liabilitics.

vi) In order to avoid financial burden in a single year, the committee has proposcd

\ to stagger the amount of provision in three or [ive years The financial impact of
cach year, calculated by the committec, is as follows: ;M
(Rs. in Million) =
e CHAIRM,
. . Total Total financial Total INITIAI
0/ 7 -
Head of Liability Amoutt of | 2.5%of ex @ Financial impactin 3 financial
Provision amount of . . .
5 35% Impact in years impact in 5
provision
N onec ycar )/Cﬂf_S—_ |
Deficit in 112.00 2.80 0.98 112.98 37.66 22.60
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37. Mr. Nessar Ahmad pointed out that the objection raised by the Auditors was o
provide thic provision of lcave cncashment and not to make the payment. Tle {urther
enquired from DIIDB&A) whether provision has been provided in the books ol accounts [or
lcave cncashment? DI(DB&A) seplicd that payment has been made but provision had not
been made. Air Marshal (Retd) Sharbat A. Changaz pomted out that under the Ieave rules
of Corporation total encashment of leave of 180 days was available to the employces of the
State Lifc and thesc ruics have never been amended by the Board. Mr. Bashir Ahmed, Mr.
Nessar Ahmad and Mrs. Spenta Kandawalla also supported the assertions made by Air
Marshai (Retd) Sharbat A. Changazi. Chairman opinced that 1o maike provision in books of’
accounts and lo make the payment are two different things and if is not understandable how
and why the payment of teave cncashment had been made. Mr. Nessar Amad suggesicd
that exact figures of leave encashment paid fo the employees of State Tife should he placed
before the Board alongwith otlicr enabling, [acts and fipures so maticr may be discussed (n
full details in the next mecting of the Board. Board agreed to this proposal and resolved as
undcer:

Accordingly, it was resolved as under:

RESOLVED
“that Board directed the IKD({3&A) (o provide full delails of facls and
figures of payment made to the emplovees of State Life on account of leave
encashment aiongwith other enabiing figures and supporiing documents in
next meeting of Board.”

ITEM (09) TO CONSIDER - PROPOSAL REGARDING

IMPLEMENTATION OF PAC DIRECTIVE ON ARABIAN
COUNTRY SEA CLUB.

3¥. . ixccutive Dircclor(Investment) presenicd before the fSoard a memorandum
regarding implementation of PAC dircetive on Arabian Country Sca Club,

39.  Aletter was received from Mr. Javed Barki on 4™ February 1996 intimating that duc
to shortage of icisure facifitics in Karachi, PACO has decided (o promote consiruction of a
country club, M/s Cooper & Ivbrand conducted a feasibility study and Arabian Country
Sea Club was regisicred nuder thie Companics Ordinance in 1984,

40. At that time M/s Pakistan Automobile Corporation, Citi Dank |, Trans Mobile 1.4d.,
Hino Pak, ICI, Millat Tractors, Pakistan Stecl, Pak Suzuki, I'I'C Jordan, Pak Kuwait :md
Allied Bank were the sharcholders. M/s Singer Pakistan and Iingro Chemicals had
consented to become the sharcholders. It was decided that the total members will not exceed
15. Hence two seats were vacant. State Tife was offered one seat. State Tife could nominate
onc Director on the Board of the ciub besides being entitied to nominale 7 persons as cquity
members without paying admission fee.

41. The Executive Commiltce of (he Corporation at its 208" mecting, held on 14"
February 1996 apreed that State Tile should become the sharcholder of the club. State Talc

e
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thus subscribed towards 500000 sharcs of the club at a cost of Rs. 5 million.

42. The profitability of the club has been as under:

Ycar Net Profit/(TLoss) Dividend Declared
1998 (26,374,717) Nil
1999 (25,923,723) Nil
2000 Not available Nil
2001 (7,618,777 ) Nil
2002 55,686,552 Nil
2003 (2,441,203) Nil
2004 ’ ( 386,753 ) Nil
43. Statc Likc has so lar utilized the club [acilitics by arranging conferences ol our group

& Pensions Division. This has reduced expenses of room rent (or stay of outstation
cmployces, meal charges and venuc/hall charges, which would have been incurred in case
conferences would have been arranged at holcls.

44.  Investment of the Corporation in the club was discussed at the meeting of the sub
committee of the PAC held on 12" July 2005. The sub committee obscrved as under.

“ As there is no loss, therefore the matter is referred to the 10 vd
of State Life for decision. Iowever, in future, investments shouid
be madc as per policy.” )

45. In view of the decision of the sub committee ol the PAC, the Board was requested

to decided whether to continue our investment in the ¢lub or to divest the same.

Afler discussion, it was rcsotved as under:

RESOLVED i
“{hat the Board of Directors dirccted that in future such investments be
made only as per policy guidelines. Lor this investment proposal for
disinvestment be brought up when it is coansidered profitable by the
management.”

ITEM (10) TO CONSIDER — THE PROPOSAL REGARDING REVISION
IN PERKS OF O)NFICERS OF STATE LIFE.

46. Exccutive Dircctor(P&GS) joined the mecting. The Chairman introduced her to
the members of the Board. She presented before the Board an amended memorandum
regarding revision in perks of officers of Stale Lifc and explained that present memorandum
was the continuation of previous memorandum afler incorporation of few amendments in
para-2 of the memorandum.

47. A commitice of following officers of SLIC, was constituted in December 2004 to
submit its rccommendations.

1. Mr. Talib Ali General Manager (P&GS)
2 Mr. Sohail TTashmi General Manager (R&A)
3. Mr. Khizar Ilayat Aamir Divisional Icad (B&A)

/w—:’?/
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48.  The Commiltcc submitted its rccommendations dated 24 January 2005 as undcer:
[
! i) Driver Subsidy, Car Rental, Petrol, Car Maintenance and Conveyance Allowance;
- \ Designation Perquisite Last Existing Recommended
N Revised (Rs.) (Rs.)
GM. N
- Driver Subsidy 2002 3500 5500
- Car Rental
(Maintaining Own Car) 2000 4000 5000
DGM/DH ~Driver Subsidy (Corp. 2002 3500 5500
Maintained Car)
DGM (Mkig) - Car Rental 2000 3600 4600
- Driver Subsidy 2000 2500 | 3500 .
DGM (Office) - Car Renlal 2000 3600 1600
" - Driver Subsidy 2000 2000 3000
AGM (Mkig) - Car Rental 2000 3400 4400
- Driver Subsidy 2000 2000 3000
=yl AGM (Office) - Car Rental 2000 3400 4400
l - Driver Subsidy NA Nil 1000
' Manager (Mklg) | - Petrol 1995 200 Li. 225 Lit.
- Car Rental 2000 3250 4200
Manager (Office) | - Petrol(Maintaining Car) 1995 80 Lit. 105 Lit.
- Car Maintenance 2000 1150 2100
Deputy Manager | - Petrol (Maintaining Car) NA Nil 45 Lit.
- Car Maintcnance 2000 925 1175
Asstt. Manager | - Petrol (Maintaining Car) NA Nil 35 Lit.
- Car Maintenance 2000 800 1050
E.O. - Petrol (Maintaining Car) NA Nil 25 Lit.
( - Car Maintenance 2000 800 1050
: EO to DM - Conveyance Allowance 2000 750 1200
(Not Maintaining Car)
- \ ii) Latc Sitting and Daily Allowance:
S /’A‘
Late Sitting
Designation Beyond
( ‘Working Hours Kxisting Recommended IMinancial Tmpact
E.O. to AGM 02 Hrs. Rs. 50 Rs. 75 Within Budget
04 Hrs. Rs. 100 Rs. 150 Within Budget
08 Irs. Rs. 200 Rs. 300 Within Budget
( The rates were last revised in 1995.
Daily Allowance:
”"‘ Designation Existing Recommended Existing Recommended Financial
— (Big City Rates) | (Big City Rates) | (Ordinary Rates) | (Ordinary Rates) Impact
AGM snd Above Rs. 600 Rs. 800 Rs.520 Rs. 690 Within Budget { / 1
-~ (D
DM and Mansgor Rs. 520 Rs. 690 Rs. 440 Rs. 585 Within Budget | . aiamans
T S INITIALS
EQ and AM Rs. 440 Rs. 585 Rs.380 Rs. 500 Within Budget
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The rates were last revised in 2002.

jii) Details of the rccommendations arc attached as Anncx — A. Total Annual Financial
Impact of the recommendations, as worked out by the Committce, comes
out to Rs. 21.57 million with rcgard to the following:

Additions in Perks
Petrol Limit for Ixccutive Oflicer to Deputy Manager
Driver’s Subsidy for AGM
Revision in Perks
Petrol Limit for Manager
Driver’s Subsidy for AGM to GM
Car Rental from AGM to GM
Car Maintenance Allowance for Exceutive Officers to Manager
Conveyance Allowance to those not maintaining car
Late Sitting and Daily Allowancc

Grade-wisc bifurcation of the Financial Impact is as undcr:

Exccutive Officer to Manager Rs. 18,186,720
AGMtoGM - Rs. 3,384,000
Total _ Rs. 21,570,720

49.  The above annual impact was worked out in  January 2005 when there were 1075
Officers and the price of Petrol  was taken as Rs. 41 per liter. Now, in October . 2005
there are 1073 Officers in the Corporation and the price of Petrol is Rs. 56.38 per liter.
Therefore the Annual Financial impact as on 07-10-2005 comcs to Rs. 26,401,668.

50.  The matter was placed before the Board in ils 181 mecting held on 28.02.2005 and
it was resolved to resubmit the same after finalization of the accounts of the Corporation for
the year 2004. Now since the accounts for the year 2004 have been finalized and approved
by the Board, the matter is resubmitted before the Board of Dircctors for consideration and
approval to seck concurrence of the Finance Division through Ministry of Commerce before
its implementation.

51.  The Board of Directors obscrved that it was not cven 2 ycars that the oflicers were
allowed the raise. The act of some of the officc bearcrs of the socalled Officers Federation
was also not in keeping with their conduct as officers. It was noted that some of them went
to the press and also included others to protest in a highly unofficially manncr. The
Chairman was dirccted to procecd against them as consider appropriate as they had brought
bad name to SLIC. In no case such unwanted action should recur.

Afler thorough dcliberations, the Board of Dircctors allowed the following increases
only. The Board of Dircctors also dirccted that ficsh allowances will not be considered.

RESOLVED:
“that the Board of Directors only approved the following increases:-
Existing Revised
(Rs.) (Rs.)
Conveyance Allowance 750 1250
Car Maintcnance Allowance
Manager (Office) 1150 1650
Deputy Manager(Oflice) 925 1425

Iixccutive Officers and
Assistant Managers (Office) 800 1300

-/
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This revision would take effect from 1% November, 2005. All other terms and
conditions of the above said allowances would remain unchanged.”

ITEM (11) TO CONSIDER — PERFORMANCE BASED BONUS SCIHIEME
FOR OFFICERS OF STATE LIFE INSURANCE CORPORATION
OF PAKISTAN.

52. Executive Dircctor(P&GS) presented before the Board a memorandum regarding
performance based bonus scheme for the year 2005 for oflicer of Stalc Lilc

53.  Pdor to the year 2001 officers of State Life were being paid bonuscs cach ycar on
flat ratcs with the approval of the Board of Dircctors. Thercafter from 2001 onward the
bonuses to officers are being determined on the basis of performance of officers in
accordance with the scheme approved by the Board of Dircctors cach ycar.

54.  Commcrcial Audit has raised Audit paras upon payment of bonuscs to officers
during the ycar 1999 to 2003 on the ground that the approval of Ministry of IYinancc was
not obtaincd. The Audit was replicd accordingly. Simultancously, the matter has been
referred to the Ministry of Commerce for getting ex-post facto approval of the Ministry of
Finance. The matter is under process.

55.  The Board of Dircctors in its 177" mecting held on 28.04.2004 approved the
Performance Bascd Bonus Scheme 2004 for officers of State T.ifc(Annex-A) of the
memorandum. The Chairman was also authorized to make any adjustment considered
necessary in the proposed performance linked plans for the ycar 2004.

56.  Further in the 178" meeting of the Board held on 19.06.2004 it was resolved to
request the Ministry of Commerce for approval of Bonus Scheme to the officers of the
Corporation as it has proved its cfficacy in the last fow ycars. Ministry of Commerce has
been rcqucstcd for getting approval of Finance Division rcgarding Performance Bascd
Bonus Scheme-2004 for officers of Statc Lifc, no responsc yet been received from the
Ministry.

57. Officers of State Lifc were paid one month basic pay in advance apainst undcrtaking
towards Performance Based Bonus-2004 during the two Eid Occasions on the undertaking
that the same will be adjusted against the quantum of bonus achicved by the officers for the
year 2004 on receipt of approval of the Finance Division through Ministry of Commerce. In
casc approval is not received the same will be recovered.

58.  Third Quarter of the ycar 2005 has clapsed and the Performance Bascd Bonus
Scheme 2005 for officers of the Corporation could not yct been announced for want of
approval of the Performance Bascd Bonus Schemc 2004 alrcady referred to the
Ministry/Finance Division as mentioncd abow.

59. It is proposed that the Performance Dascd Bonus Scheme-2005 for oflicers of the
State Lifc may continuc on the samc linc as was approved by the Board of Dircctors in its
177" meeting held on 28.04.2004 (Anncx-A). The proposal for 2005 was placed at Anncx-
B of the memorandum.

60. It is {urther intimated that oflicers of State Tife are being paid one month basic pay
in advance towards Performance Based Bonus-2005 on account of forthcoming Lid-ul-1itr-

ety
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