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S
Action:
Secrclary
(BAC)

CONFIDENTIAL AND RESTRICTED

The 185" Meeting, of the Doard of Dircetors of State T.ile Insurance Corporation of
Pakisten was held on 19" May 2006 at 10:00 ., in the Board Room, State Life Buildiny,
No.2 Dr. Ziavddin Ahined Road, Karachi,

PRESENT:
1. Mr. Kamal Afser Chairman
2. Vir. Bashir Ahmed Director
3. Mr. Nasim Qureshi Jirector
4. Mirs. Spenta Kandavalta Director
5. Che Javaid [Hussain Director
6. Syed Hur Riahi Gardezi Director
7. NMr. Shahid Aziz Whan Pourd Sceretary
2 By invitation Mr. Muhammad Javaid Khan  Toceulive Director (B&A), Ms. Nargis

Ghaloo, Exceutive Dircctor (P&GS/Taw/RiD) and Sved Arshad i, Executive Director
(PIIS/CLYR&A) joined the mecting. The mecting, started with recittion from IHoly Quran
by ihe Board $cerclary.

3. The request for fcave of absence of Air Masshal (Reid) Sharbal A, Changazi,

Director was granted by the Board.

FIERT (01) CONFIRMATION OF MINUTTES OF 184™ MERETING OF TR
BOARD OF DIRECTORS 11101, ON 15032006,

s - « u i . <, npT u
4. Uhe miautes of the 184™ Mecting of the Board of Dircelos held on 15" March,
20006, were placed before the Board. Some typographical mistakos svere pointed out which
ware correeted.

8. Mr. Bashiv Ahmed proposed and Mrs. Spenia Kand wwaila scconded  that the
; 1t - 1l . -

natnuies of 184" meeting held on 15™ March, 20006 be confimed.

Accordingly, it was resolved as under:

RESOLVED:
"hai the Minules of the 184" Meeting of the Bosrd of Dircctors held on 157
Muarch' 2006, were hereby confirmed."

1M (02) MINUTES OFF 5™ MECTING O THE BOARD AUDIT
COMMITTEE HELD ON 23%" MAY_ 2005,

6. The minutes of the 15" Board Audit Commiitee mecting held on 23* May and 24%
May’ 2005, were noted by the Board of Dircetors.

ITEM (03) TO CONSIDER — AUDITED ACCOQUNTS FOR THE YEAR
ENDED DECEMBER 31, 2005 TOGETHER WITH AUDITORS
REPORT THEREON.

7 The Scerctary Board Audit Committee cireuiated the draft minutes of 17% mecting
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of Board Audit Committee held on 18" May, 2006. The Chairman Board Audit Committee
informed the Board that audited accounts were considered in detail. The letter of the
Auditors to the Board of Dircctors was also discussed in detail with them. The Audit
Clommiltee accordingly had made certain obscrvations'and rccommendations which have
been recorded in the minutes of the Board’s Audit Committee. The Board of Dircetors
- discusscd the BAC minutes in detail and dirccted that necessary action as instructed therein
be taken by the Management. At this point, Divisional Head (B&A) along with Mr. Younus
Rizwani Sheikh and Mr. Junaid IHabib, were also called in. The Auditors expressed their
satisfaction and stated that the accounis depict the correct financial position of SLIC.

8. ED (B&A) & Divisional Iead(B&A) made a presentation with the help of muld
media and presented before the Board, the 33 Annual Report on the operations of State
Lifc Insurancé Corporation of Pakistan for the year ended 317 December, 2005 comprising,
A (a) Financial Statements: Balance Sheet,  Prolit & Loss Account, Revenuc Accounl,
Statement of Premium, Statement of claims, Statement of Investment Income, Statement of
cxpenses, Statements of Cash Flows and (b) Regulatory Retumns:  Statement of Asscts for
Solvency, Classificd Summary of Asscts in Pakistan and Statement under scction 46(6) and
- scelion 52(2). He informed that the accounts of the Corporation for the year cnded 31"
December, 2005 were jointly audited by a pancl of statutory auditors namcly:

i) M/s. Anjum Asim Shahid Rahman,
Chartered Accounlants, Karachi.

i) M/s. Avais Hyder Nauman Rizwani & Co.,
Chartered Accountants, Karachi.

9. ED(B&A) stated that as per Audit Committee’s recommendations the Board was
requested 1o approve the financial statements/regulatory returns for the ycar ended 31
December, 2005 alongwith notes 1o the Accounts and the Auditors Report thercon as well
as the amount of provisions, adjustments and additions to Investment Portfolio mentioned in
Annex-6 of the memorandum. The Board was also requested to nominate two Dircctors (o
sign  alongwith the Chairman and lixccutive  Dircctor(B&A) the  financial
o statements/repulatory returns for the year 2005, after consideration and approval by the
Board.

Afler thorough discussion, the Board resolved as under:

RILSOLVIED:

(i) "that the balance sheet, profit & loss account, revenue account, statement of
| “j‘“‘m‘ premiums, statement of claims, statement of investment income, statement of
: ED(BE&A) expenses, statement of cash flows, statement of assets for solvency, classified
summary of assets in Pakistan and statement under Section 46(6) and Section
52(2) for the year ended 31% December 2005, were approved."

(i) “that ﬂlc,.:lmounls of provisions, adjustments and addition to investment CHATRMAN'S
portfolio relating to the accounts for the year 2005 as proposed vide Annexure- INITIALS
6 of the Memorandum, were approved.”

Action:
ED(B&A)

(iii) "that Mr. Bashir Ahmed and Syed Tiur Rishi Gardezi, Directors, were

Action: autharized to sign the Annual Accounts for the year 2005 alongwith the B

LDEA) Chairman and the Executive Direclor (B&A), were approved."
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I'TIEM (04) TO CONSIDER ACTUARIAL VALUATION IFOR TIE YEAR
ENDED DECEMBIR, 31, 2005.

10. At this point, Mr. Jawwad Ahmed Farid, Appointed Actuary and Mr. Shahrukh
Sabzwari, DII(Actuarial) joined the mecting. Mr. Jawwad Abmed Fand gave a
presentation on the salient features of Actuarial Valuation for the year 2005.

11, The Appointed Actuary presented before the Board a Memorandum No.04 dated
10" May, 2006 for consideration and approval of the actuarial valuation report of the
insurance policics of the Corporation as at 31% December, 2005. The Appointed Actuary
bricled regarding salicnt features of the memorandum. e explained about surplus figures
of Rupees, Overseas and Pension Yund. He further bricfed regarding salient features of
bonuses for Rupee business as well as for foreign currency business for the year 2005 cte.

12. The Board appreciated the scrvices of Mr. Jawwad Ahmed Farid, Appointed
Acluary.

The Board resolved as under:-

RESOLVED:
“ihat the memorandum No.04 dated 10™ May, 2006 of Appointed Actuary
regarding Acluarial Valuation and recommendations in respect  of bonuses for
Rupee business and Overscas business to policyholders as on December 31, 2005
alongwith Annexues “A”, “B” and “C” respectively to the memorandum, were
approved."

ITEM (05) TO CONSIDER - TIE REPORT OF THE COMMITTEE
CONSTITUTED FOR THE VISIT OF QUETTATO FIND QUT A
SUITABLE PLOT FOR THE CONSTRUCTION OF BUILDING
FOR ZONAL OFFICE QUETTA.

13.  Lxccutive Dircctor(Real Estate) presented before the Board, Memorandum No.05
dated 18-05-2006 on the above subject. The Boeard decided to defer this matter till next
mecting when Dircetor Air Marshal (Retd) Sharbat A. Changazi would also be available to
atiend the mecting.

ITEM (06) ANY OTITER ITEM WITH TITE PERMISSION O THTE CHATR.

(D  TO CONSIDER - ALLOCATION OIf ADDITIONAL BUDGET TO
REAT, KSTATE DIVISTON.

14. Exceutive Director(RIL) presented before the Board, Memorandum No.06(T)
dated 18-05-2006 containing for the allocation of additional budget of Rs. 100 million to
Real Estate Divigion (Anncxed).

15. State Lifc Recal Estatc Asscls include 19 plots, 52 commercial and 17
residential buildings in various citics of Pakistan most of which werce inherited at the time
of Nationalization. During, scrutiny of title documents it transpired that most of the
inherited buildings though in posscssion ol State Life arce still in the name of defunct Life
Insurance Companics.

CHAIRMAN'S
INITIALS
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16. Also Jeases of the buildings located in Old Karachi arc duc since many years’

Real Estate Division has been recciving renewal notices with huge penaltics and exorbitant
tax ratc with additional surcharges. We have to pay Rs.5.1 million for rencwal of lease of
SLI3-4, Rs.10 million for renewal of Iease of Framroze since nationalization, Rs. 5.1
million for property tax of 11-J, Karachi. Similarly property tax of Islamabad buildings is
. duc since 1995.

17. " Real Estate Division has decided to have all these buildings mutated in the
name of Statc Lifc and all property/demand notes, taxes and ducs may be cleared as it is
feared that if these propertics arc not mutated in the name of State Life there was cvery
likclihood that,the privale compelitors/defunct companics may file claim of their propertics
against State Life. Recently, in Faisalabad Paksitan General Insurance Company filed a suit
for reposscssion/restoration of property/building at Faisalabad which was carlier taken over
by State Life at the time of Nationalization of Life Insurance Business in Pakistan.

18. All these steps tequired {unds for which it 15 estimated that Rs.100 million be
allocated during current year to Real Estate Division to have the propertics regulanized and
~— mutzated in phascs in the name of State Life Insurance Corporation of Pakistan.

Afler thorough discussion, the Board resolved as under:

RISOLVED:

“that the proposal of ED(RIE) contained in the Memorandum No.06(I) dated
o — 18-05-2006 for the allocation of additional budget of Rs. 100 million to Real
ED(RE) Estale Division, was approved. However, Board directed that complete
analysis of cost in cach case with break up alongwith legal opinion be placed
before the Board.”

I'I'EM (06) ANY OTIER ITEM WITIL TIHE PERMISSION OIF THIE CHAIR.

(1D WORKING PAPER — CONSTRUCTION OI 5-STAR IIOTEIL ON
STATE LIFE PLOT NO.7, ISLAMABAD.

g,r"”

[ 19. + Exccutive Dircctor(RE) presented before the Board, Memorandum No.06(IT)
datcd 18-05-2006 containing the proposal of construction of 5-Star llotel on State Lifc
Plot No.7, Islamabad (Anncxcd).

20. ED (Real Estate) informed that a letter has been received from Ministry of
Privatization and Investment carrying the directive of Prime Minister for construction of a
5-Star Hotel on the SLIC Plot No.7 Islamabad, under the banncr of joint-venture company
(State Lifc Insurance Corporation of Pakistan and M/s. Kingdom Hotel Investments). The
LI Board was informed about the salient fcatures of the letter as under:-

i) Cosl of land has been considered as USS 7 million. —_—

O CHAIRMAN'S

it) Agreement “shall be between State Life and Kingdom IHotel Investments as INITIALS
joint-venture. (New Joint Venture Company - Newceo). Newceo will be a
Cayman Island bascd company, which will then own 100% of a new single-
purpose Pakistani company (Pakeo). Pakco will be a joint stock company to be
ingorporated under the Investment laws of Pakistan and its sole assct will be
this Hotel.




STATE LIFE

INSURANCE CORPORATION OF PAKISTAN

MINUTES OF 185" MEETING OF TIIE BOARD OF DIRECTORS

PAGE NO 2544

/DIRECTORS

HELD AT ON

TIME

MINUTE BOOK

KARACIY 19" MAY' 2006

L

L; Action:
§ D (RE)

Action;
ED(RE)

>

iif)

v)

Vi)

@

(i)

22.

‘Tiie cost of the project is US $ 60 million with the {ollowing break-up:-
- Finance by K1l - US S 23 million.
= Finance by State Life - US $ 07 million.
- Iinance through Bank loan to Neweo - US $ 30 million.

Newceo shall enter into an agreement with KIII {or Pre-opening technical
advice for which Neweco shall pay an amount of US$ 300,000 to KL

Newceo shall cnter into an agreement with Kingdom Ilotel Asscts
Management Scrviee, a subsidiary of KIII for management of the hotel for
which Newco shall pay an amount cqual to 1.5% of annual total £ross
revenue generaied by the hotel subject to a minimum of US $ 150,000 per
annum, -

Governing laws and jurisdiction shall be in accordance with the laws of
Iingland and the partics shall submit o the cxclusive jurisdiction of the
LEnglish Courts.

The Board was also informed as under:-

As per International accounting standards # 39 for Audit requirement, all State
Lile propertics are re-evaluated annually. Last cvaluation was carred out by
Ms. International Design Group as on December 31, 2005. They have
cvaluated the said plot for Rs697 million. As recciving the directive of Prime
Minister for construction of hotel, the said plot was re-cvaluated through M/s.
Igbal A. Nanjce & Co., who have asscssed the value of the plot at Rs.2.15
billion i.c., $ 35.85 million as against $ 7 million suggested by M/s. Kingdom
Hotel Investment. '

That the said plot was purchascd from CDA and the lcasc allows the
construction of an officc building on the plot. In casc State Lifc plans to
construct a hotel it will be required to get NOC from CDA for this purposc
which shall be the responsibility of State Lifc.

The matter was discussed in great detail by the Board and the following

obscrvations were madce:-

a)

b)

The SLIC contribution to the cquity of the proposcd project of hotel was to be
the market price of the SLIC plol. Whereas, the cquity distribution of 77% :
23% between KHI and SLIC was acceptable, the amount of value of the land
nceds to be correetly determined and accordingly contributed as SLIC’s cquity.
It was not understood as to how $ 7 million was calculated by KIL

The proposal to have the new joint venturc company registered as a Cayman
Island based company which will then own 100% of a new singlc purposc
Pakistani Company, was not understood. Similarly, the clausc stating that the
governing laws and jurisdiction shall be in accordance with laws of England and
the partics shall submit to the cxclusive jurisdiction of LEnglish courts, neceds to
be looked into, whether the extant investment laws and government rules allow
such an arrangement.

CHAIRMAN'S
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¢) The amount to be paid to Kl for pre-opening technical advice and for
. ¥ p p p O
j' :\S‘(‘;‘” Kingdom Iolcl Asscts Management Service, a subsidiary of KHI for the

management of the hotel have also been fixed without stating, any basis {or that.

1 23. The Board noted that SLIC had asked KHI representatives to hold mectings

with SILIC, where the obscrvations made above and all the other matiers pertaining to MOU
would be clanficd and examined in delail and then submitted to the Board of Dircetors. The
Action: Board also dirccted that before signing any contracts / agreements a feasibility study be put

KD up to the Board for consideration and approval. In the meantime, CIDA may be approached
e to give a no objection for constructing a hotel on the SLIC plot No.7, Bluc Arca,
Islamabad.
I'TEM (06) ANY OTITER I'TEM WI'TIT TITIE PERMISSION OF TITE, CITAIR,
{ £ (110 THE NEXT MEETING OI' BOARD OF DIRECTORS
I . Action: 24. 1t was decided 1o convence next meeting of Board on Tucsday, 30™ May, 2006 at
Secretary Karachi.
Board

4
25. The mecting ended with mutual vote of thanks.

[ CI-IAIZ{MAN

) CHAIRMAN'S
“ INITIALS
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| Annex-6

L State Life’s Account for the vear ended 31st December, 2005

PROVISIONS, ADJUSTMENTS, ADDITION AND DISPOSAL, OF INVESTMENT
PORTFOLIO, REQUIRING APPROVAIL OF TIIE BOARD

Approval of the Board of Dircctors is sought for making provisions, adjustments, additions
and disposal of Investment Portfolio and other asscts made in the accounts for the year
2005. Details arc as follows:

1 Proyisions in Investment operations

Provisions and reversal of provisions in respeet of diminution in value of investment as on
L ‘ 31.12.2005 arc as follows:

Provisions made:

(Rs. in Million)
Against unquoicd and de-listed sharcs ~ 1155
Total:- i 1155 |

Provisions reversed:
(Rs. in Million)

{— 8 F(loqLoratc debenturcs I 7.483

Total:- - 7.483
L ' ' (Rs. in Million)
Net Effect of Provisions on income: [ 6.328 -l
2 Additions 10 and Disposal of Investiment during 2005:
Additions:
During the ycar 2005, following additions were made in the Investment Port{olio:-
[ (Rs. in Million)
L‘ “Treasury Bills
Pakistan Investment Bonds
Lquity Sccuritics | 3,594.704
SIS T il T 21 ans soa
Total: B ! 31,406.289 | S iiasrs's

INITIALS
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’4'\

Disposal: *
During the ycar 2005, following disposals were made in the Investment Portfolio:-

. (Rs. in Million)
Liquity Sccuritics 482.578
Totai:- 482.578

3 Additions fo and Disposal of other assets during 2005:

Additions:

During, the year 2005 the foilowing additions were made in the asscts:
(Rs. in Million)

Tixed asscts : 12.931
Real Estate asscts including capital work in progress o 32.527
o - Total: o 65.458

Disposal:

During the ycar 2005, following disposals of asscts were made:-
' (Rs. in Miilion)

Disposal of fixed asscts 0.423
Investment propertics ; 0288 |
Total: 0.711

other assets in the year 2005, requiring approval of the Board of Directors.

Rs. in Million)

4 Summary of the provisions, additions and disposal of Investment Portfolio and

5 Special Transactions
' Rs. in Million)

(i) Provision made 1.155
(i) Provision reversed 7.483
(i) | Additions at cost o _31,471.747
(iv) Disposal at cost B . 483.289

(i) Purchasc of shares in reverse re-purchase agreement at cost 528.957
(i1) Purchase of sharces in ready market and its simultancous 1,739.475
sale in {futurc markct

(Rs._in Million)

b oca

6 Dividend paid to sharcholder in 2005 relating 1o 2004 113.244

7 Advance to employees against performance bonus 15.703

CHAIRMAN'S
INITIALS
—_—
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Annexure A
* A BONUS RECOMMIENDATIONS U ()R PAKISTAN RUPITE
BUSINESS
 —
1 heive pleasurce in recommending: the [ollowing bonuses for with prolits
Pakistan Lile Yuad policies:
1. Whole Lile and adowment Assurance
For with profits policies in [orce [or the [ull sum assured as at 317
; : e e 205
» December 2005:
by 1)) Reversionary bonuses per thousand sum assured per annum would be as
o per following schedule (2004 figures arcc given for comparison).
2004 2005
Vo Ulirst I'rom Gth For Firest I'cor Gth
Five Policy Policy Year Five Policy Policy Year
Years Onwards Years Onwarcds
Whole Tile Rs.56 Rs.102 Rs.56 Rs.102
[ ndowments
20 years and Rs.48 Rs.94 Rs.48 Rs.94
' over
L 15 to 19 yeacs Rs.35 Rs. 91 Rs.35 Rs.81
inclusive
W] 14 years and Rs.20 Rs.66 Rs.20 Rs.66
— less
Noles:
(a) Jeevan Sathi and Shadabad policics will be treated as
! : Endowment policies.
‘ (b) Big Deal policies will recetve reversionary bonus on
L 25% ol the sum assured only.
(€©)  For Whole Lile by limited payments, boauses will be
allowed at the same rate as foc Whole Life.  The
bonuses arc admissible even after the completion of | —— T
. premium paying peciod {or each year the polmy has c:‘:"::::'s
been in force for full sum assured. =
() Interim Bonus, in addition to regular bonuses already vested, will be
payable on claims acsing in the period up to the next bonus declaration. The
rate of irfterim bonus would be the same as given in 1(1) above.
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Terminal Bonus will be

(i)

assured.

()

a [amily Income

Benelit (FIB) is inforce

paid on claims by death or maturity in 20006,
where mote than 10 years’ premiums have been paid. The rate will be Rs. 50
per thousand sum assured for each yeac’s premium pad in excess of 10 years
subject to a maxunum of Rs. 1000 (same as 2004 valuation) per thousand sum

Special Terminal Bonus will be [mid on clauns by maturity in 2006, where

at maturity as a supplementary

contract, or as a built-in benefit, and has been in force for more than 10 years.

T'he cate will be Rs. 10 per thousand basic sum

assurcd under the policy for

cach year in excess of 10 years that the F1B supplementary contract has been in

[orce, subject to a maximum of Rs. 200 per t

housand basic sum assured (samc

as 2004 valuation).

NOTL: Termninal and Special Terminal bonuses are especially sensitive to the
future surplus of State Life. Hence, no indication can or should be given of
Terminal and Special Terminal bonuses, if any, which may be allowed on
maturitics or death claims alter 2000.

1I. j\nt.icip:.u.cd Fndowment Assurance

For with proﬁt Anticip

ated Endowments/ Theee Stage/ Three Payment

policies of whatever type in force for the full

2005:

Intérim Bonus, in addition to regular

®

(iii)
)

1) Reversionary bonuscs per thousand sum assured per annum would be as
per the following schedule (2004 figures are oiven for comparison).

2004 2005
For First From 6th For First From 6th
Five Policy Policy Year Five Policy Policy Yeac
Years Onwards Years Onwards

20 years and Rs.35 Rs.069 Rs.35 Rs.09
over
15 to 19 years Rs.25 Rs.59 Rs.25 Rs.59
inclusive
14 yecars and less Rs.19 Rs.53 Rs.19 Rs.53

payable on claims arising in the period up to the next bonus declaration. The
rate of interim bonus would be the same as given in () above.

Ferminal Bonus will not be paid on these policics.

Special Terminal Bonus, as mentioned in I(v) above, will be paid on
cascs having Family Income Benefit supplementary contract.

sum assured as at 31¥ December

bonuses already vested, will be

CHAIRMAN'S
INITIALS
—_— e
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Terminal Bonus will be caleulated on the basic sum assured undec the policy,
and not on the residual survival benefit.

v) [fthe poln(‘y wlder lets a Survival Benelit remain with State Lile,

Special Reversionary Bonus will be added six months alier the duc dﬂl.(. ol the
Survival Benefit. For Supvival Benefits falling due tn 2006, which the
policyholder opts to leave, Special Reversionary Bonuses will be allowed as
follows (samc as 2004 valuation).

\

Period Special Period between Special
between Reversionary Survival Benefit Reversionacy Bonus
Survival - Jonus per Rs. duce date and per Rs. 1000
Benelit 1000 Survival maturity date Survival Benefit
duc date and Benefit
maturity date
20 years Rs. 3,165 9 years Rs. 1,005
18 years Rs. 2,765 8 years Rs. 845
16 ycars Rs. 2,350 7 yeacs Rs. 695
14 years Rs. 1,940 6 years Rs. 555
12 years Rs. 1,545 5 years Rs. 420
10 years Rs. 1,175 4 years Rs. 300

Note: Policies under Family Penston Plan (Table 12) will not be cligible for

Special Reversionary Bonuses.

III. Super (‘Table 72). Sunchri (I'able 73), & Shehnad (I'able 77) policies

0 Bonuses under these policies are credited to the policy after the policy
has acquired an Adjusted Opening Cash Value. The bonus is credited on the
Adjusted Opening; Cash Value and not on minimum guaranteed sucrender
value. Bonuses will be credited at the end of the policy year. These bonuses
are payable when the Cash Value under the policy s payable.

(i)  The rate of bonus is Rs. 105 per thousand per annum of the Adjusted
Opening Cash Value. This bonus rate will be allowed till the next valuation.

@(it)  Reversionary, Terminal or any other bonus declared as a result of this
valuation will not be payable under these policies. However, bonus mentioned
under VI below, if applicable, will be allowed.

CTIVL

Personal Peasion Scheme (Table 71)

0 Bonuses under Personal Pension Scheme where “Pension is being paid”
will be Allowcd on Pension Payments. Pension payments will be increased by

bonus from the policy anniversacy [alling in the year 2006. This increase will

CHAIAMAN'S
INITIALS




STATE LIFE

e INSURANCE CORPORATION OF PAKISTAN

PAGE NO

2551

MINUTES OF 185™ MEETING OF THIE BOARD OF DIRECTORS

DIRECTORS

HELD AT ON

TIME

M‘INUTE BOOK

KARACIII 19" MAY!' 2006

also be avadable on pension payments cornmencing; i 20006.

(i1) The rate of bonus is Rs. 80 per thousand per annum of the pension

payn enls.

(i)  Reversionary, Teminal or any other bonuses recommended as a result
ol this valuation, will not be payable under these policies.

‘

V. Specilied Major Surpical Benelu

0 Specified Major Surgical Benelit was announced {or the {irst time in 1992
valuation. This benelit has been retained in 2005 valuation. ‘This benelit is
avatlable td all with-profit policies, which have been in full force as at 31*
December 2005 and have been continuously in'lorce for at least five complete
policy years at the date of surgery. The maximum benefit or such policies is
Rs. 250,000. However, if the with-profit policies have been in full force as at
31% December 2005 and have been continuously m force for at least ten

complete policy years at the date of surgery then the maximum benelits for
these policies will be Rs 500,000.

(i1) Under such policics, if the life assured undergoes specified major surgery
during the inter-valuation perod ie. from 1% January 2006 10 31% December
2006 on account of a specified dread discase, the Corporaton would pay 50%
of the basic sum assured (in case of Anticipated Endowmeat plans, 50% of the
remaining sum assured aller deducting any due sucvival benelit(s)), subject to
above given maxinum amounts. The armount payable will be adjusted agmunst
future survival benefit payments, maturity or death claims.

(i)  Details are given in Annexure C.

VI Fﬁm;]y Income Benefits in course of payment (where the
life assured has died)

Family Income Benelit to heirs or nominces of deceased lile assureds
will be increased by 7.5% from policy anniversarics in the year 2007 under with
profit policies.

Note: The percentage increase will be allowed on the actual benefit paid on
. | pereenitag ; b
policy anniversarics (including any prior increases) in the year 2006.

- VII. Terminal Bonus [or Paid - up Policies

Terminal Bonus on Whole Life and Endowment paid-up policies will
be paid on claims by death or maturity in 2006, where the policy has been on
the boaks [or more than 10 years. The rate will be Rs. 50 per thousand paid-
up surn assured for each year in excess of 10 years subject 1o 4 maxunum of
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Rs. 1000 per thousand paid-up sum assurcd. Jeevan Satht and Shadabad
policics will be treated as Eadowment policies.
The above termnal bonus will also be paid 10 Anticipated
L Iindowment pad-up policics on claims by death only. No terminal bonus
will be patd 1o anticipated endowment policies on clawns by maturity in 2006.
VI Hast West Mutual ete.
Policies issued by the Last West Mutual, Grand Mutual, 1.G L, Pakistan
Mutual, Standard and Union Insurance and {ormer Hast Pakistani companics
{,, will not get Terninal Bonuses, Special Terminal Bonuses and Specified Major
Surgical Benelit.
L
B NO CASH VALUE OF BONUSES UNTT, TIIREL YEARS
PREMIUMS HAVE BEEN PAID
The Cash Value of bonuses will be payable on an in f{orce policy if at
least one of the lollowing two conditions has been [ulfilled:
g 1) The Policyho]dcr has actually paid at least threee full years’ premiums
‘ i) The policy has completed at least three policy years.
WLJ However, in case of a death claim, this condition will be waived and all bonuses
whether declared or interim will be payable. Also, in the case of a death claim
in the first three policy years, where the premiums are in arrears, in order to
L determine whether the policy could have been kept in force, cash values of
—~ bonuses will be taken into account.
“Actual payment” means payment in cash/pay order/bank draft/cheque alter
it has been realized. '
CHAIRMAN'S
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L

Annexure B3
BONUS RECOMMENDATIONS — FOREIGN CURRENCY POLICIES

I have pleasure in recommending the {ollowing bonuses for with profits

Dollar and Dirham policies in force for full sum assured as at 31% December
2005:

1. Policies (fxpr(‘ssm‘] i Dirlian:

Reversionary bonuses per thousand sum nsured pur annum would be as per
lollowing: schedule (2002, 2003 & 2004 [igures arc given lor compartson).

2002, 2003 & 2004 2005
For [first From Sixth For Iirst IFrom Sixth
Five Policy  Policy Year  Five Policy  Policy Year
Years Onwards Years Onwards
Dh Dh Dh Dh
Whole Lile 7 39 21 39
Fndowrments
20 years and over 6 33 17 33
15 to 19 years 4 24 10 24
inclusive
14 years and less 3 17 5 17
Anticipated
lindowments
20 years and over 5 26 8 26
15 to 19 years 4 18 5 18
inclusive
14 yeacs and less 3 14 3 14
IT. Policies expressed in US Dollar:

Reversionary bonuses per thousand sum insured per annum would be as per
following schedule (2002, 2003 & 2004 Ligures are given [or compacison).

2002, 2003 & 2004 2005
For Ifirst IProm Sixth For Iirst I'rorn Sixth
I'ive Policy  Policy Year  Five Policy Policy Year
Years Onwards Years Onwards
. $ $ 3 3
Whole T.ile 7 38 21 38
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N 4
Lndowments

20 years and over 6 31 16 31
15106 19 years 4 23 10 23
inclusive
I yeurs and less 3 16 5 16
Anticipated
Liadowrents
20 years and over 5 24 8 24
15 10 19 years 4 17 S 17
il’x('.l\lf;.kvu
14 years and less 3 13 3 13
Notes:
(x)  Jeevan Sathi and Shadabad policies will be treated as
! Fadowment policies.
I
(b) For Whole Lile by limuted payments, bonuses will be
allowed at the same rate as for Whole Lile.  The
bonuses are admissible even alter the completion of
premium paying period [or each year the policy has
been in {orce for [ull sum assured.
111 Inierim Bonus on death and maturity claims will be allowed il the next

bonus declaration, at the rates as given in 1 and 11 above.

V.  Tfamily Income Benelits in cotirse ol payinent (where the life
assured has died)

Family Income Benefit to heirs or nominces of deceased life assureds
will be increased by 4% from policy anniversarics in the year 2007 under with
prolit policies.

Note: The percentage increase will be allowed on the actual benelit paid on

policy anniversarics (including any prior mcreases) in the year 20006.

v No Cash Value of Bonusces Until Three Years’ Premiums Fave
Been Paid

The Cash Value of bonuses will be payable on an in [occe policy «f at
least one of the following: two conditions has been (ulfilled:

.
1) T'he pohcyholdcc has ucLuu“y paid at least three [ull yeacs’ premuurns.
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i) The poli(;y Lias compl(:l.c:d at least theee policy years.

However, in case of a death claim, this condition will be waived and all bonuses
whether declared or interun will be payable. Also, ia the case of a death claun
L in the first three policy years, where the premiums are in arrears, in order to
determine whether the policy could have been kept e foree, cash values of
bonuses will be taken into account.

’
“ Actual 1:>:\yrncnl.” means payment in cash/pny order/bank dralt/cheque alter
it has been realized.
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4,

Anncxure ‘C

Specified Major Surgical Benefit

Accelerated payment of 50% of survival benefits
Subject to maximum accclerated payment of

Rs.250,000 (for policics continuously in full force for at lcast five ycars)

and

Rs. 500,000 (for policics continuously in full force for at lcast ten years)

Specified Major Surgical Benefit, which was introduced for the first time at the 1992
valuation, will continue in 2006 as well. It provides a unique cover to the existing
policyholders, free of cost. Basically it makes a lump sum payment if an cligible insured
undergoes major surgery during 2006, due to any one of the six "specified surgedes” (as listed
below). The lump sum payment provides badly needed [inancial assistance 1o help recoup
some of the cost of major surgery. The cost of the benefit will be met out of the 2005
actuaral surplus.

The six "specified surgeries” that are covered, provided they are caused by disease and not
traumatic injury, are defined as follows:

Coronar ﬂ;L’Cg;{ by:pass SULPCIy:

Undergoing of open heart surgery to correct narrowing or blocking of two or more
coronary artedes with by-pass grafts. Laser treatments and /Jor reliefs, balloon

angioplasty and /or any other procedures not necessitating thoracectomy will be
excluded.

The coronary by-pass surgery must be a direct result of a diagnosis of definite

coronary artery disease by accepted anglography.

Surgery for a discase of the aorta:

The actual underpoing of open heart surpery for a disease of the aorta nceding
excision and surgical replacement of the discased aorta with a graft. For the purpose
.of this definition, aorta shall mean the thoracic and abdominal aorta but not its
branches.

Replacement of a heart valye:

The zeplacement of one or more heart valves with artificial valves duc to stenosis or
incompetence, or a combination of these conditions. Valvotomy is specifically
excluded.

Mgjor organ transplant:
The actual undergoing of a transplant of a heart, heact and lung, liver, kidney or bone
MALLOW 45 4 recipicnt.

Craﬂiotom;c.

Any major neuro-surgical procedure on or in the brain, involving craniotomy.
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6. Cancer surgery:

Any major. surgical procedure which is the direct result of cancer. For this purpose,
cancer means a malignant tumor charactenzed by uncontrolled growth and spread of
malignant cells and the invasion of tissue. Malignancy must have been evidenced by

‘L medical investigations. Txcluded are: (a) non-invasive cancers in sity, (b) any skia
cancers other than malignant melanoma; and (c) male prostate cancer if limited to the
[)L‘.()SL'H,U.

« DESCRIPTION OFF BENEFIT

The specified major surgery benelit is being provided on with profit policies, which
have been continuously ia [ull force for at least five yeacs. The amount of benefit will be 50%
of the sum assured subject 1o a maximum of Rs. 250,000 for policies in full force for at least
five years and a maximum of Rs. 500,000 for policies in full force for at least ten years.

If the insured ts covered under endowment type plans, such as Table 01 & Table 03,
L‘ then 50% of the basic sum assured or the maximun limit, whichever is less will be payable in

advance, on undergoing a specified surgery, which is adjustable on matunty or death, if
eadier.

If the insured 1s covered under antcipated endowment type plans, such as table 05,
then 50% of future installment benefits  (including  basic matunty benefit) or  the
maximum lunit, whichever s less, 1s payable in advance, on undergoing a speafied surgery,
which 15 adjustable from the survival installments or death, if cadicr. The future survival
benefits will be reduced by the specified major surpical benefit to adjust the advance paymnent
( ‘ on specified major surgery. In case, the insured dies before maturity then the balance of the

' specified majar surgical benefit paid and not yet adjusted [rom survival benefits will be
| adjusted from death proceeds. Installments left with State Life will not be taken into account
“L | when computing the lump sum amount to be paid on a specified surgery.

In case of Joint Life Assurance plan (Table 06), 50% of the sum assured or the
maximum limit, whichever is less, is payable in advance, if either of the insured lives
' undergoes a specified surgery, which ts recovered on matunty or on eadicr death of either of
the tasured persons.

In case of Child Protection Plan (Table 07) and Child Education and Macadage Plan
(Tables 75 & 76), 50% of the sum assured or the maximum limit, whichever 1s less, is
payable in advance, if the payor undergoes a specified  surpery, which is recovered on
matudty. No speafied major surgical benefit is payable in respect of surpery on a “child”
covered under tables 07, 75 & 76.

1‘ In case of Jeevan Saathi Plan (Table 19), 50% of the sum assured or the maximum
limit, whichever is less, is payable in advance if cither of the lives insured underpoes a
specified surgery which is recovered on matunty, or on his /her death if cadicr.

* CHAIRMAN'S
In case of Big Deal Policy (Table 14) the amount of the basic sum assured will mean Rs.| _NniTiaLs
25,000 per unit. 50% of this basic sum assured or the maximum, whichever (s less will be
payable in advance, on undergoing a specified surgery, which s adjustable on matunty or

death, if carlicr.

.
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POSITION QI POLICY ALFTTER SPLECLHTHED MAJOR SURGICAL BENIEELT
ISPATD

The poticy will continue to pacticipate in the profit of the Corporation, and bonus will
accrue on the (ull sum assuced as before.  Premium payable under the policy, including extea
il any, will continue to be paid by the policyholder, unaltered. Any rider attached to the
policy and premium payable thercunder, will be unaffected by the payment of specified major
surpical benefit.

; CLAIM PROCEDURES

- Lividence of haviag undergone a specified surgery will have to be provided by the
claimant 1o the satisfaction of, and at no cost 1o State Life. The claimant will have to send his
policy document and submit a personal statement. Confidential statements will also be
requited from the physician making the original disgnosis and the concerned surpeons,
including the surgeon who performed the operation. State Life may requice any additional
prool 1o support the claim &g eports, test results, medical examination of the life insured
cic. as it deems fit. The decision of State Life’s Doctor, appointed for this purpose, will be
final and binding. "

If policy is assipned then the official discharge and permission in watng of the
. 5 . ;
assiegnee must be obrained before any amount may be advanced 10 the insured.

1f the policy has an irrevocable beneficiary, or the owner of the policy is not the
insured then the official discharge and pemmission in witing must be obtained from the
beneficia ty/owner in witing before an y awount can be advanced to the insured.

If the benefit is claimed under Joint Life Assumnce Policy oc Jeevan Saathi Policy
then both the insureds must request that the benefit be paid.

FLIGIBULATY

"The age of the life insured must be between 20 and 65 at the date of the suggery.
A}

The policy must have been continuously in full force for at least § years at the date of
surgery.

The policy must be in force for the full sum assured, (that is not paid up for reduced
sum assured) as at 31-12-2005 and st the date of the surgery. ‘The benefit will NOT be
available if the policy was lapsed or paid up as at 31-12-2005 and revived subsequently.

Benefits are only payable to with-profits Pakistan Rupee policies.  Policies issued

under Term Insurance plans, Personal Pension Scheme and Annuity plans are speaifically
excluded.

MISCELLANEQUS CONDITIONS

2

L. To obuin the specificd major surgical beaelit, the date of surgery must be
between 1% Januaty 2006 and 315 December 2006.

NB: The question of surgery after 31% December 2006 will be considered at the ume
of the 2006 actuardal valuation.

—_—
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2. Benelis will be paid only once 1o any one life. “That is, once any insured has
obtained benefits under the specified major surgical benefit, he is not cligible for any further
benefits on any subsequent surgery.

3. Benefits will be paid only once on any policy. If any insured has received any
specilied major suggical benefits under a Joint Life or Jeevan Saathi Policy then neither he nor
the other insured will be able to claim any subsequent specified major surgical benefit.

4. If the insured is covered under more than one policy, the maximum amount
paid on all the policics topether will depend on the number of years the policies has been
continuously in full force. Ior policies that have been continuously in full force for at least
five years but less than 10 years, the maximum beneflit paid under all such policies together
will be limited to Rs 250,000. The bencfit will be paid (at 50% of the basic endowment
b(:ncﬂts'outsimxding subject to the maximum amount) from the policy issued first to the
msurcd. If the amount paid is less than the maximum limit then amount will be paid from
the second policy issued and s0 on subject to the maximum limit. For policies that are
contimously in full force for at least ten years, the maximum benefit payable under cach

policy is limited to Rs 500,000 or 50% of the sum assured, whichever is less.

5. If the specified major surpical benefit is paid, it will affect the basic surrender value
ol the policy from which it is paid. The subsequent basic surrender value of the policy will be
50% of the basic surrender value of the policy had no specified major surgical benefit been
paid (or more exactly, the basic surrender value of the policy will be reduced proportionate to
the outstanding endowment benelits advanced). The total surrender value of the policy would
be the reduced basic surrender value of the policy plus the surrender value of the accrued

bonuses (which will not be affected by the payment of the specified major surgical beaefit).

6..If there is a policy loan and/or APL on the policy, the specified majoc surgery
payment will be first used to pay off the policy loan/APL outstanding. The balance of the
specified major surgical payment, if any, will be paid to the insured.

7. 'The benefit cannot be paid before the surgery takes place. It cannot be paid in
anticipation of the surgery. Claims can be entenained only after the surgery has taken place.
The amount of benefit is independent of the cost of surgery. It is not intended to help pay
for the surgery, but rather to provide a lump sum amount to be disposed off as deemed fit by
the claimant. The life insured may use it for post-operative care, recoup part of the cost of
surgery, or as assistance in the recovery or transition perod required after such suryences.
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Memorandum to the Board of Directors

L

From:
Executive Rirector Real Estate

Subject:  Allocation of additional budget to Real Listate Division,

State Lifc Real Estate Asscts include 19 plots, 52 Commercial and 17 Residential
[ —~ Buildings at various citics of Pakistan most of which were inhcerited at the tme on

Nationalization. During scruliny of title documents it transpircd that most of the inherited
buildings though in posscssion State Lifc are still in the name of defunct Lifc Ingurance

- o
L , Companics.

2. Also Leases of the buildings located in Oid Karachi are due since many years’ Real
Iistalc Division has been tecciving rencwal notices with huge penaltics and exorbitant tax
rate with additional surcharges. We have to pay Rs. 5.1 million for renewal of lease of SLLB-
4, Rs. 10 million for renewal of lcase of Framroze since nationalization, Rs. 5.1 million for
property tax of 11-J, Karachi. Similarly property tax of Islamabad buildings is duc since
1995.

é” 3 Real Estate Division has decided to have all these buildings mutated in the name of

State Lilc and all property /demand notcs, laxes and ducs may be cleared as it is feared that

e if these propertics are not mutated in the name of Statc Lifc there is every likelihood that the

. “-L; privatc competitors/defunct companics may file claim of their propertics against State Lifc.

! Recently, in Faisalabad Pakistan General Insurance Company has filed a suit for

repossession / restoration of ils property/building at Faisalabad which was carlicr taken aver
£ by State Life at the time of Nationalization of Lif¢ Insurdnee Busincess in Pakistan.

4. All these steps required funds for which it is cstimated that Rs.100 million be
allocated during current year to Real Estate Division to have the propertics regularized and
mutated in phascs in the name of Statc Life Insurance Corporation of Pakistan.

( L S. Casc is submitted for the perusal and approval of the Board of Dircctors.
1 V ‘l
. "L}' ' Sd/-
(Nargis Ghaloo)
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X ' WORKING PAPER.

-.L‘ Sub: CONSTRUCTION OF 5-STAR HOTEL ON STATE LIFE PLOT NO. 7,
ISLAMABAD.

1. M/s. NESPAK have been engaged as “Real Estale Consultants”. Business
Development Plan is one of the jobs assigned to them for better utility of State Life's

vacant plots. '

2. During their presentation in the last Board meeting they had proposed for
e construction of a 5-Star Hotel on Plot No.7, Islamabad. Accordingly, they have

{ submitted an “Expression of Interest” for the same which is to be sent to Press for

formation of.a joint-venture with international companies holding experience in hotel

ML business.

3. In the meantime, a letter has been received from Ministry of Privatization &
Investment carrying the directive of Prime Minister for construction of a 5-Star Hotel on
the said plot under the banner of joint-venture company (State Life Insurance
Corporation of Pakistan and M/s. Kingdom Hotel Investments). Salient features of the
proposed MOU submitted by Kingdom Hotel Investments is outlined as under:-

(a). Land area is 3500 square meter (actually it is 3600 square meter).

;’ - (b). State Life shall give vacant possession of the building and thus re-locate the
existing tenant to other areas.

(¢) Cost of land has been considered as US $ 7 million.

(d).  The hotel shall comprise of 260 rooms, 4 food and beverage outlets, 23000 sft.
meeting space and ancillary facilities.

N (e).  Agreement shall be between State Life and Kingdom Hotel Investments as joint-
venture. ( New Joint Venture Company - Newco). Newco will be a Cayman Island based
company, which will then own 100% of a new single-purpose Pakistani company
(Pakco). Palco will be a joint stock company to be incorporated under the investment
laws of Pakistan and its sole asset will be this Hotel.

(. The company will have 5 directors, 4 from Kingdom Hotel Investments and 1
from State Life.

L (g). Kingdom Hotel Investments (KHI), shall invest US $ 23 million and hold 77% of
the share whereas State Life shall invest the land only (estimated cost of US $ 7 miliion)
and hold 23% of the share.

% CHAIRMAN'S
(h). KHI shall pay the amount in cash to the joint-venture company based on the INITIALS
following conditions : '

o Signature of the Subscription Agreement with Newco.
« Transfer by State Life of the freehold title of the land to Newco.
o CGonfirmation that there shall be no restriction to foreign ownership of land.
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(). The cost of the project is US $ 60 million with the following break-up:-
» Finance by KHI - US $ 23 million.
» = Finarice by State Life - US $ 07 million. (cost of fand).
'“‘L o Finance through Bank loan to Newco - US S 20 million.
' (). Newco shall enter into an Agreement with KHI for pre-opening technical advice

for which-Newco shall pay an amount of US $ 300,000 to KHI.

(k). Newco shall enter into an Agreement with Kingdom Hotel Assets Management
Service, a subsidiary of KHI for management of the hotel for which Newco shall pay an
amount equal to 1.5% of annual total gross revenue generated by the hotel subject to a
minimum of US $ 150,000 per annum.

(. Governing laws and jurisdiction shall be in accordance with the laws of England
and the parties shall submit to the exclusive jurisdiction of the English Courts.

(m). The parties shall not disclose the confidentiality of the Agreement to any 3" party.
In case the Agreement is terminated this confidentiality shall survive for a minimum of 2
years after termination.

(n). The exclusivily period shall be upto September 30, 2006. During this period State
Life shall not contact any other possible investor for this project.

4, As per International accounting standards #39 for Audit requirement, all State
Life properties are re-evaluated annually. Last evaluation was carried out by M/s.
International Design Group as on December 31, 2005. They have evaluated the said
plot for Rs 697 million i.e. $ 11.61 million. After receiving the directive of Prime Minister
for construction .of hotel, the said plot was re-evaluated through M/s. Igbal A. Nanjee &
Co., who have assessed the value of the plot at Rs 2.15 billion i.e., $ 35.85 million as
against $ 7 million suggested by M/s. Kingdom Hotel Investment.

5. It may also be noted that the said plot was purchased from CDA and the lease
allows the construction of an office building on the plot. In case State Life plans to
construct a hotel it will be required to get NOC from CDA for this purpose which shall be
the responsibility of State Life.

6. Submitted for consideration and decision.

Sd/-

{ NARGIS GHALOOQO)
! Executive Director (RED/P&GS)
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