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| JTE BOOK

| ) CONFIDENTIAL AND RESTRICTED
|

\ The 216™ Meeting of the Boa}d of Directors of State Life Insurance
- Corporation of Pakistan was held on Wednesday,15” December, 2010 at 11.00

a.m. in the Board Room, State Life Building No.8, Dr. Ziauddin Ahmed Road,
Karachi.

PRESENT:

Mr. Shahid Aziz Siddiqi Chairman

Mr. Shahid Rahim Shaikh Director
Mrs.Spenta Kandawalla Director

Mr. Aslam Faruque Director

Mr. Rasheed Y. Chinoy Director

Syed A. Wahab Mehdi Director

Mr. Akbarali Hussain Secretary Board

NOURON =

LEAVE OF ABSENCE:
1. Mr. Amin Qasim Dada Director
2. Syed Hur Riahi Gardezi Director

2. The meeting started with recitation of verses from the Holy Quran by the
Chairman.

|

5 ,

i ITEM (1) CONFIRMATION OF MINUTES OF 215™
MEETING OF THE BOARD OF DIRECTORS.

3.  The minutes of the 215™ meeting of the Board of Directors held on 19"
October, 2010 together with implementation report were placed before the Board.

L 4.  Implementation report of 215" meeting of the Board of Directors were noted.

e 5. Mrs. Spenta Kandawalla, Director proposed and Mr. Rasheed Y. Chinoy,
» - | Director seconded that the minutes of 215" meeting of the Board of Directors be
confirmed. :

RESOLVED:

Action: “that the Minutes of 216" meeting of Board of Directors held on 18"

Secretary October, 2010 are confirmed.”
(Board)

‘;
!
1
‘ 6.  Accordingly, it was resolved as under:-
|
[
|

: ITEM 2 CONSIDERATION AND APPROVAL OF RECOMMENDATIONS
IN MINUTES OF 36™ AND 37™ MEETINGS OF BOARD AUDIT
COMMITTEE HELD ON 29™ NOVEMBER, 2010 AND 14™ —
DECEMBER, 2010. o

IMITIALS

7. The minutes of the 36™ and 37" meetings of Board Audit Committee held on
29" November, 2010 and 14" December, 2010 were presented before the Board
of Directors for consideration and approval of decisions/recommendations made by
the Committee. A copy of the minutes of the 36™ and 37" meeting of BAC duly

sighed by the Chairman of the Board Audit Conunittee are placed al Annexure-A
and B to the Minules. '
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' 8.  Accordingly, the Board resolved as under:
Action;
Secreiary RESOLVED:
(BAC) At the i

“that the minutes of 36™ and 37" meetings of Board Audit Committee held on
29" November, 2010 and 14" December,
observations/recommendations are approved.”

2010 together with

“that ED(F&A) was hereby authorized to take all necessary steps including
advertisement in newspaper for short listing and appointment of a outside
Consultant from Class-A category Consultant laid out as per PPRA rules to
review the existing system/structure of Internal Audit Division and develop
an internal audit manual containing policies conforming with a) ERP, b) Anti
Fraud Program and Control c) chart of delegation of financial powers and d)
compliance of directives and rules and regulations issued from time to time
by various regulatory authorities including SECP and Ministry of Finance
and corporate governance.”

“that the terms of reference of the consultant to be appointed to develop
internal audit manual as proposed by the Committee comprising of
GM(IA&C), GM)F&A), GM(Investment) and DGM(GS) and as given below was
approved:

1) Review of audit manual prepared by M/s. Yousuf Adil & Co. and
reasons for its non implementation.

2) Review of existing internal controls, system and structure of internal
audit and to suggest improvements.

3) Specify the scope of work of IA&C Division.

4) Recommendation for the removal of weaknesses in present system.

5) Review of documentations of money receipt and payments made in
consultation with Managements. ‘

6) Review of system for protecting, properties & fixed assets from
theft, misuse and misappropriation.

7) Review system of physical verification of assets and properties.

8) Review and recommend the procedure for audit of commission
structure and payments on sampling basis.

9) Develop a system for financial analysis/periodic audit report for the
Management.

10)Develop a system for surprise checking of activities/jobs/assets of
various Divisions/Departments at PO/Region/Zone.

11)Development of a system for inter-Divisional Co-ordination of IA&C
with other Divisions of the Corporation.

12)Review of financial powers and authorities and responsibilities of
officers of the Corporation.

13)Manpower requirements/recruitments and placement of the
stafflofficers to effectively implement the changes suggested by
him.

14)Recommend and suggest training program for audit staff and
officers to update them with the modern audit techniques.

15)Submit a final and comprehensive practically applicable report and
coordinate in implementation of the recommendations made by him

CHAIRMAN'S
INITIALS
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i.e. Appointed Consultant.

16)Review of all policies of chart of delegation of financial powers and
administrative powers.

17)Strategic vision of State Life.

18)Compliance of various rules and regulations of Insurance Ordinance
and directives issued by SECP and Ministry of Finance and other
regulatory authorities from time to time.

ITEM (2) CONFIRMATION OF RESOLUTION DATED 21-10-2010 PASSED
THROUGH CIRCULATION IN RESPECT OF APPROVAL OF
REVISION IN TOTAL STRENGTH OF AREA MANAGERS FROM
680 TO 710.

9. The Secretary Board presented before the Board, a Memorandum for
confirmation of resolution dated 21-10-2010 passed through circulation under
Section 3(11) of State Life Insurance Corporation (General) Regulations, 1972 in
respect of approval of revision in total strength of Area Managers from the existing
680 to 710 so as to enable appointment of remaining fully qualified candidates as
Area Managers from Sales Managers in 2010 on the basis of performance as at
31-12-2009.

10. The Area Managers are appointed out of those Sales Managers who on the
basis of business performance as per laid down criteria qualify for selection and
appointment.

11. In 2010, on the basis of performance as at 31-12-2009, 130 Sales Managers
fully qualified for appointment as Area Managers, however, due to limited provision
of new appointees to the tune of 99 Area Managers in the budget proposals 2010,
— the existing strength of Area Managers was approved by the Board from 550 to
680 in its 213" meeting held on 22-07-2010. Consequently, 95 Sales Managers
were appointed as Area Managers out of 130 qualified candidates, while the
remaining duly qualified candidates were denied promotion even though they were
fully qualified and cleared by the Selection Committee.

12. The matter was discussed during course of recently held meeting of the
Regional Forum in presence of the Chairman and the General Manager(F&A). It
was discussed and decided that in the Revised Budget 2010 proposals, provision
for appointment of remaining fully qualified candidates as Area Managers may also
be made. Consequently, on the request of Marketing Division, the required
provision for 31 Area Managers has been made by the F&A Division in the revised
budget proposals 2010.

CHAIRMAN'S

13. Marketing Division, therefore, suggested that by virtue of relevant budget | —m—a—_

provisions, revision in total strength of Area Managers may he revised to 710.
Marketing Division is fully confident that this arrangement will certainly open new
geographical avenues of State Life to help us achieve our legitimate business
targets. The provisions of the additional Area Managers so approved will be made
in the revised budget estimates for the year 2010 which will be submitted to the
Board for approval.
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14. The members of the Board were requested in the Memorandum to kindly
consider by eirculation by putting their signatures against their names, if they
agread, for the approval of the revised strength of Area Managers as 710 from the
existing 680 Area Managers for appointment of remaining eligible candidates in
2010,

15. Accerdingly, the Board may pass the following resolution:-

“Resolved that the recommendations of Executive Director (Marketing) that
the strength of Area Managers be revised to 710 from the existing strength of
630, so as to enable appointment of remaining fully qualified candidates as
P Area Managers in 2010, is hereby approved.”

RESOLVED:

“that the recommendation of Executive Director (Marketing) contained in the
Memorandum dated 21-10-2010 passed through circulation for revision of
existing strength of Area Managers from 680 to 710 so as to enabie

Action:
ECD(lnc:,l;t) appointment of remaining fully qualified candidates as Area Managers in
DH(Mkt) 2010 is hereby confirmed under Section 3(11) of State Life Insurance

Corporation (General) Regulations, 1972.”

ITEM 4(1) CONSIDERATION AND APPROVAL OF RECOMMENDATIONS
IN MINUTES OF 14™ MEETING OF REAL ESTATE
AND INVESTMENT DIVISION COMMITTEE.

16. The minutes of the 14" meeting of Real Estate and Investment Division
p Committee held on 18" October, 2010 was presented before the Board of Directors
for consideration, confirmation and approval of its recommiendations. A copy of the
minutes duly signed by the Chairman, REIC are placed at Annexure-C to the
Minutes.

17. Accordingly, the Board resolved as under:

_ RESOLVED: _
Action: “that the minutes of 14™ meeting of Real Estate and Investment Division
ga‘;g Committee held on 18™ October, 2010 together with following

recommendations are approved.”

“that the recommendations of tlie Real Estate and Investment Division
Committee that market rent should be charged for the SLIC flats under
occuipation of Mr. Nasir Javed Khan(MD Alpha Insurance) who has since | _ o
retired from State Life and other officers of Alpha Insurance was approved.” INITIALS

“that due diligence of properties offered by Dawood Investment Bank for
seftiement of amount cutstanding to State Life against COl issued be carrizd
out in all respect including ownership status, valuation and legal status as to
title and Court orders before submission of the case by Investment Division
to the Board.”
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“that the recommendation of REIC that liquidated damages clause be
imposed on the contractor as per contract agreement in respect of ongoing
works at Larkana building of State Life for delays on the part of the
contractor was approved.”

“that the recommendation of REIC to delete from tenders airconditioning
items which should be installed by respective Zones and tenants Rahim Yar
Khan, Sialkot and Sargodha Zone project was approved.”

“that the recommendation of REIC to carry out initial environmental

examination in respect of Rahim Yar Khan, Sargodha and Sialkot projects
before mobilization was approved.”

“that the proposal of REIC on the basis of recommendations of the
consultant / project manager to grant extension to contractor of Gujranwala
project upto 15" February, 2011 due to unavoidable delay was approved.”

“that the recommendation of REIC to get stamp duty of SLIC properties as
endorsed by Revenue Department, Punjab exempted was approved.”

“that the recommendation of REIC for preparation of PC-1 in respect of
Sargodha, Sialkot and Rahim Yar Khan projects for formal approval of DWP
as per their requirement was approved.”

“that the recommendation of REIC for setting up of a project monitoring unit
(PMU) for SLIC projects under DH(RE) and comprising of one engineer and
two support staff to be placed at Principal Office, Karachi with one civil
engineer each to be placed at Sargodha, Sialkot and Rahim Yar Khan to
monitor progress of projects in terms of quality assurance and management
perspective to mitigate to all projects orientated matters and apprise REIC
and SLIC Board of the progress for timely decision making was approved.
The scope of project monitoring unit would be enhanced in case of future
projects being mobilized by State Life at Lahore and Karachi. One Engineer
is already posted at Principal Office at Karachi.”

“that separate PC-1 be prepared for PMU for all projects (as one package)
with time line with implementation and the same be formally got approved
from DWP was approved by the Board. PC-1 to include employment on

‘contract basis of 4 suitably qualified and experienced civil engineers and

two support staff (surveyors) to monitor progress of Rahim Yar Khan,
Sialkot and Sargodha projects till completion.”

“that in order to reduce the work load and to achieve meaningful results, the
recommendation of REIC to divide Interior Sindh and Karachi into three Sub
Zones for better administration and for exercising proper technical
administrative and financial control with each Sub Zone to be headed by
DGM/AGM as per availability of engineers was approved as follows:-

a. Interior Sindh. To look after all properties and 2,11 724 sft rentable spaces
(8%) located in Interior Sindh out of which 51% is vacant.
b. Karachi - A. To look after 8,39,413 sft 32% of rentable spaces comprising
buildings # 3.5.8.9.10,11.12 & Jason Centre

CHAIRMAN'S
INITIALS
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c. Karachi - B. To be responsible for tenancy issues of 6,34,181 sft (24%) of
rentable spaces for buildings # 1246 and 7 & plus residential
accommodation at Karachi.

“that the recommendation of REIC that RED at PO should take on PMU,
Maintenance, Security, Recoveries contract managemant and Legal issues
in addition to exercising overall technical, adminisirative and financial
controls was approved.”

“that the Board appreciated the efforts putin by GM(RE) in respect of
mutation and transfer of Lahore properties and qualitative working paper
prepared for DWP.”

ITEM 4(ii) CONSIDERATION AND APPROVAL OF RECOMMENDATIONS
IN MINUTES OF 15™ MEETINGS OF REAL ESTATE
AND INVESTMENT DIVISION COMMITTEE.

18. The minutes of the 15" meetings of Real Estate and Investment Division
Committee held on 30" November, 2010 were presented before the Board of
Directors for consideration, confirmation and approval of its recommendations. A
copy of the minutes duly signed by the Chairman, REIC are placed at Annexure- D
to the Minutes.

19. Accordingly, the Board resolved as under:

RESOLVED:

“that the minutes of 15" meeting of Real Estate and Investment Division
Action: Committee held on 30" November, 2010 together with following
ED(RE) recommendations are approved.”

DH(RE)
— “that the recommendation of REIC for due diligence by GM(Investment) of
the alternate proposal received from First Dawood Investment Bank Ltd
(FDIBL) on offer to State Life of percentage of shareholding in Takaful
Insurance Company owned by them for settlement of their dues to State
Life against COIl issued by (FDIBL) and subsequent submission of a
position paper to the Board for consideration and approval was approved.”

“that a Memorandum be submitted to the Board in respect of expression of
interest received in respect of Multan and Abdullah Haroon Road properties
after due diligence by RED of valuation and legal aspects of the properties.”

“that the recommendation of REIC for posting of an experienced senior
engineer at Larkana for supervision of the ongoing works at State Life
Larkana building to ensure timely completion and to provide relief to the CHAIRMAN'S
Zone currently housed in a displaced building was approved.”

“that the recommendation of REIC for constitution of an internal committee
headed by ED(RE) to formalize the entire episode of damages to SLIC
building due to explosion at CID building and fo come with specific
recommendation to address similar situation for future and to beef up
safety/security measures was approved.”
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“that a Memorandum be submitted to the Board in respect of amalgamation
of two State Life plots near FTC measuring 9468 sq. yards and 4292 sq.
yards with 60 feet road located between both the plots which AWT has
agreed to vacate in lieu of 90 feet road to be provided by SLIC near NIC
building for consideration and approval after completion of all the valuation
formalities regarding space to be vacated by AWT and offer of road with
extra strip to AWT by State Life from technical, construction, financial
perspectives and resultant advantage to SLIC due to amalgamation of
plots.”

“that the recommendation of REIC for setting up of project monitoring unit
(PMU) for SLIC projects which has been made compulsory by DWP was
approved. PMU shall perform technical monitoring and quality assurance
for all the new projects to be undertaken by State Life. The PMU shall
ensure qualitative execution of works and timely completion of the project
and keep REIC and SLIC Board abreast of the progress for timely decision
making. ”

“that the recommendation of REIC for preparation of PC-1 comprising of i)
part-l — structuring, scope, functions and duties of PMU and ii) Part-li for
establishment and cost effect with time line (Rs.16.15 million) for
employment of four qualified civil engineers and two support staff to
monitor qualitative and time construction at sites of Rahim Yar Khan,
Sialkot and Sargodha projects and PO was approved.”

“that a strategic plan comprising of a) short term{one to two years) b) mid
terin{3 to 5 years) and c) long term (5 to 10 years) prepared by RED to
contribute to increase in overall rental as well as increases in the rentable
spaces be evaluated and submitted to the Board for consideration and
approval.”

“that ED(RE) should look into the circular No.094/76 dated July 5, 1976
issued by Administration Division in respect of standard of furniture and
equipment approved for officers and staff of the Corporation and circular
No.P&GS/P0O/04/2000 dated February 11, 2000 wherein space standard has
been laid down by the Board Integration Committee for Executive Directors,
Zonal Heads and other officers and staff members together with furniture
and fixture entitlement for officers and staff and submit a position paper on
changes if any proposed by RED together with financial impact for approval
of the Board so that rentable area can be maximized and revenue
increased. The benefits in monetary and administrative terms be
highlighted in the Position Paper for information of the Board.”

“that the Board appreciated (i) the dedicated and devoted efforts of DH(RE)
for quick restoration of substantial damages to SLIC Building No. 9 & 3 with
utmost economy (ii) placement of SLIC Building No. 10 on annual rental of
Rs. 1 million per month with built in arrangements for repair and restoration
of the building exteriors, services and structures interior works done and
(iii) relentless efforts in getting State Life Laytton Road property at Lahore
measuring 17.75 Kanals mutated.”

CHAIRMAN'S
INITIALS
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Action:
ED(RE)
DH(RE)

ITEM 4(iii) VIEW POINT OF CONSULTANT/CONTRACTOR AND LEGAL
ADVISOR ON SEISMIC ZONING OF ISLAMABAD TOWER
BUILDING.

20.  The Board of Directors at its 215" meeting held on 19" October, 2010 had
desired that a Memorandum be put up before the Board giving therein details of
seismic zoning of Islamabad Tower so that the Board can review the same and
take necessary decision as to change in design of Islamabad Tower Building. The
view point of consultants, contractors and legal advisor be also incorporated in the
Memorandum. The saving that would arise out of the recommendation of the Real
Estate Division be also put up before the Board.

21.  Divisional Head (Real Estate) presented before the Board, a Memorandum
regarding design on Seismic Zone 3 in respect of Islamabad Tower Project.
Islamabad Tower Project was designed at Seismic Zone (2B) which is more
economical. During construction at foundation stage, Pakistan experienced the
severe earthquake. Consequently, structural design of Islamabad area was
upgraded to Seismic Zone 3.

22. The aspect was mitigated at foundation design and remaining (G + 4) floors
were designed / mitigated as per Seismic Zone-3. Phase-1 of the project was
completed.

23. Phase-ll (8" to 18") floor has been designed, contracted and mobilized as
per Seismic Zone-3, whereas, the Govt. of Pakistan has notified for Islamabad to
be placed back on Zone-2B, which if incorporated, could have been affected the
economy. .

24. As directed by the Board technical opinion of the Consultant (i.e. M/s Suhail
& Pasha) was obtained which is attached to the Memorandum. Technical advice
of the Consultant is summarized as under:-

“We are of the considered opinion that further exercise(s) thereupon would
be counter productive; more so realizing that the delay, of + 4 months in the
construction/completion of the project (because of the said exercise(s) as
assessed by our structural designers), means substantial financial loss(es)
to SLIC in terms of rental revenues, contractors claim(s) for idle labour
charges etc. for the period the work would remain suspended.”

25. The case is placed for appraisal of the Board please.
26. Accordingly, the Board resolved as under:

RESOLVED:

“that the recommendation given in the technical opinion of the Consultant
i.e. M/s. Sohail & Pasha that further exercise(s) thereupcn would be counter
productive; more so realizing that the delay, of * 4 months in the
construction/completion of the project (because of the said exercise(s) as
assessed by our structural designers), means substantial financial loss(es)
to SLIC in terms of rental revenues, contractors claim(s) for idle labour
charges etc. for the period the work would remain suspended as such
construction be continued as per Seismic Zone-3 specifications was
approved.”

CHAIRMAN'S
INITIALS
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Action:
DH(Inv)
DH(Mkt)
DH(G&P)

Action:
DH(lnv)

Action:
DH(Inv)

Action:
DH(Inv)

ITEM (5) BUSINESS REVIEW OF MARKETING, G&P, INVESTMENT
AND REAL ESTATE DIVISIONS FOR THE PERIOD ENDED
31-10-2010.

27. The business review of Marketing and Group & Pension for and upto the
period ended on 31 October, 2010 and for Investment Division for and upto the
period ended on 30-11-2010 were placed before the Board which was rioted.

28. The highlight of Individual Life Business and Group Life Business for the
period ended on 31* October, 2010 is placed at Annexure-E and F to the Minutes.

29. GM(Investment) presented before the Board, business review of Investment
Division for and upto the month of November, 2010, detail of which are placed at
Annexure-G to the Minutes.

30.  The Board desired that Investment Division should submit a position paper
to the Board at its next meeting on steps taken for realization of capital gains by
Investment Division during the year 2000 to 2010 to enable payment of bonus to
policyholders including sale of equities.

ffTEM (6) APPROVAL OF INVESTMENT MANUAL.

31. Divisional Head (Investment) submitted before the Board, a Memorandum for
approval of Investment Manual.

32. The Board at 215" meeting held on 19" QOctober, 2010 directed preparation
of investment manual which should contain copies of Government circulars and
directives, investment policy, directives of the Board. requirements of Insurance

|Ordinance and Rules, criteria of selection of brokers, recommendations of ADB etc.

33. As desired, all directives and instructions contained in various documents
have been summarized and investment manual is being submitted to the Board for
consideration.

34. The Board directed that the Investment Division should ensure that the
investment manual submitted to the Board is as per the guidelines given in the
investment strategy suggested by M/s. Sidat Hyder Morshed Associates (Pvt) Ltd
and approved by the Board at its 207" meeting held on 2™ March, 2010.

35. Due to paucity of time, the consideration of the above item was deferred by
the Board ill its next meeting to be held on 14" February, 2011.

TEM(7) POSITION UPDATE OF HEALTH INSURANCE FOR
THE RECEIPIENT OF BENAZIR INCOME SUPPORT
PROGRAMME(BISP) WASEELA-E-SEHET.

B6. Exccutive Director(G&P) presented before the Board, a position update of
1ealth insurance for the recipients of Benazir Income support programme (BISP)
Vaseela-e-Sehet. :

CHAIRMAN'S
INITIALS
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37. The competent authority in State Life Insurance Corporation of Pakistan vide
circular No.G&P/Po/PHS/CIR-01/2001 dated June 06,2001 had decided not to
carry on with health insurance business (Annexure-A to the Memorandum),
notwithstanding State Life prior to promulgation of the Insurance Ordinance, 2000,
had been writing small amount of health insurance business. The Ordinance ibid
had made it obligatory upon life insurers to establish a separate statutory fund for
selling health insurance products.

38. State Life's Board of Director in its 202™ meeting held on June 30, 2009
deliberated upon the health insurance business in its entirety and in the context of
State Life's corporate social responsibility in particular, resolved that the
government be requested to contribute Rs.250 million for setting up Health and
Accident Insurance Statutory Fund for health insurance business. In addition
steps/measures be also taken for developing necessary infrastructure (Annexure-
B to the Memorandum). The Board had further directed that State Life may
commence writing group health insurance business after completing the
necessary formality of informing the SECP about it.

39. In pursuance thereof State Life Corporation of Pakistan vide letter No. Act/X-
12/20089 dated July 8,2009 addressed to the Commerce Secretary has requested
the government of Pakistan to make a capital contribution of Rs. 250 million from
Shareholders Fund of State Life to the new Health and Accident Insurance
Statutory Fund adjustable to the Shareholders Fund from the Government's share
of surplus for the year ending on December31.2009 (copy of State Life's letter is
placed at Annexure-C to the Memorandum).

40. Finance Division, Government of Pakistan vide Memorandum F.No.2(2)
CF111/2010-734 dated August 10,2010 has accorded concurrence to the
proposed Health and Accident insurance Scheme and Statutory Fund in principle
however State Life was advised to seek the budget for the subject scheme from
- Finance Division rather than adjusting the amount at source from the receipts’
share of the Federal Government.(copy of Finance Division letter is placed at
Annexure-D to the Memorandum).

41. Accordingly State Life vide letter dated August 16, 2010 has requested the
Finance Division, Government of Pakistan for sanction of an amount of Rs. 350
million for State Life to establish Health and Accident Insurance Statutory Fund
(copy of State Life letter is placed at Annexure-E to the Memorandum).

- 42. The Secretary/Managing Director, Benazir Income Support Programme
(BISP) contacted State Life Insurance Corporation of Pakistan under directive
‘ from Government of Pakistan to initiate health insurance coverage scheme for the

recipients of Benazir Income Support Programme. Under the BISP scheme, each

family will be insured for Rs. 25000/- for expenses relating to hospitalization and cr::"::rf:‘s

medical treatment.

43. The Board was further informed that BISP is pressing hard to sign a
Memorandum of Understanding (MoU) with State Life. Copy of the MoU is placed
at Annexure-F to the Memorandum. MoU defines the role of SLIC and it
partners. It gives SLIC complete freedom to form consortium of other life insurers
for provision of health service. BISP has selected initially four Districts, one in
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each Province as model District for pilot projects for health insurance coverage for
the recipients of BISP.

44. Subsequently Ministry of Commerce (Insurance Wing) vide its letter
No.18(1)/2009/SLIC-Ins dated 6™ October, 2010 based on the queries of Finance
Division has asked State Life for full details of the proposal in which the Fund
involving Rs. 250 milling was demanded and the justification for demand of Rs.
350 million afterwards: (Copy of Ministry of Commerce letter is placed at
Annexure-G to the Memorandum).

45, SLIC vide letter dated November 3,2010 (Annexure-H) has responded
stating therein that Rs. 330 million has been reflected as estimated solvency
margin and Rs. 30 million as capital expenditure. Thus we may say that an
amount of Rs. 350 million is needed by State Life to establish 'Health and
Accident Insurance Fund'.

46. The above Memorandum was placed before the Board for information which
was noted.
ITEM(8) GROUP TERM INSURANCE FOR BREADWINNER OF FAMILIES
RECEIPIENT OF BENAZIR INCOME SUPPORT
PROGRAMME(BISP) WASEELA-E-SEHET.

47. Executive Director (G&P) presented before the Board, a Memorandum in
respect of Group Term Insurance for Breadwinner of Families - Recipient of
Benazir Income Support Programme (BISP) Waseela-e-Sehet.

48. ED(G&P) informed that in a meeting held on September 23,2010 in
Islamabad duly attended by the Chairman, State Life Insurance Corporation of
Pakistan and the chairperson, Benazir Income Support Programme, the progress
of Health Insurance Scheme for the recipients of Benazir Income Support
Programme was reviewed. It was informed that the Statutory Health and Accident
Insurance Fund is still pending for want of approval in the Finance Division. State
Life thus is in no position to sign MoU with the BISP, nor can it propel any health
insurance scheme at this state.

49. The Chairperson BISP expressed the desire that since no progress could be
made in the Health Insurance Scheme for BISP beneficiaries, State Life Insurance
Corporation may, in the mean time provide Group Term Insurance to the
breadwinners-recipients of BISP.

50. The Chairman informed the Board that the Chairperson Benazir Income
Support Program had suggested contribution rate of Rs.150 per hundred
thousand sum assured. In addition to contribution rate, BISP shall pay SLIC Rs.
50 per member(for printing of insurance certificate), Rs. 30 per member (as
administration expenses) and Rs.3000 per reported claim for investigation of
claim. All these charges are subject to review after every six months. Further BISP
has also agreed to go through experience review after every six months every year
and reimburse SLIC any excess of claims over contribution.

51. The above Memorandum was placed before the Board for information which
was noted.

CHAIRMAN'S
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ITEM (9) POSITION PAPER ON BUSINESS PLAN OF BAHRAIN OFFICE/
STATE LIFE OPERATION IN KSA.

52. Divisional Head (Investment) submitted before the Board, a Memorandum
regarding feasibility report for opening of office of State Life in Bahrain.

53. The Board at its 215" meeting held on 19" October. 2010 while discussing
operations of State Life in KSA had decided as under:-

“that a business plan of setting up an office at Bahrain be submitted to the Board
at its next meeting giving details of cost of opening office and its justification and
comparative financial projection for a period of 3 to 5 years of business under
both the scenarios i.e. if business was to be continued on as it is basis i.e. from
Dubai and if the business was to be carried from Bahrain Office.”

54. Mr. Mohammad Nafees our External Auditor and Advisor in UAE was
requested to prepare a feasibility report for Bahrain operations. He informed that
State Life can legally open an office in Bahrain. Mr. Nafees asked for a fee of AED
40,000 for preparing a feasibility report. This fee is inclusive of his travel cost and
out of pocket expenses. Mr. Nafees asked for a time of three weeks to complete the
report. Copy of letter of Mr. Nafees is placed as Annexure-A to the Memorandum.
The letter of Mr. Nafees was discussed in house and it was felt that the fee asked
by him was much on the higher side.

55. DH(lnvestment) further informed that thereafter Mr. Omer Morshed of M/s.
Sidat Hyder Morshed Associates was requested to prepare feasibility for Bahrain.
Mr. Omer informed that the contents of the business plan would include a product
strategy, an operational strategy, investment strategy and financial projections for
10 years. He asked for a fee of PKR 2,500,000 and Rs.400,000 for each plan to be
submitted to Bahrain authorities and Rs.200,000 for each rider. Mr. Omer asked for
eight weeks time for completing this assignment from the date of approval of his
quotation. Copy of letter received from Mr. Omer is placed at Annexure-B to the
Memorandum.

56. The letters received from Mr. Nafees and Mr. Omer were discussed in the
meeting of Investment Committee held on 23™ November, 2010. It was felt that the
fee asked by both the consultants was exorbitant. Further the assignments cannot
be completed without assistance of the concerned Divisions of the Corporation
which would add to the cost. It was proposed that the exercise can be carried out in
house by our Actuarial Division with the assistance of Investment and Marketing
Divisions. it was proposed that Divisional Heads of Actuarial and Investment
Division along with Zonal .Chief (Gulf) should visit Bahrain for about 5 to 7 days,
study the market, meet with Bahrain Authorities and some banks and submit their
report te the Board for consideration. This would save the cost and the time for
preparation of the report.

57. The above Memorandurn was submitted for decision of the Board.

58. Accordingly, the Board resolved as under:

CHAIRMAN'S
INITIALS
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RESOLVED:

Action: “that as proposed by DH(Investment), that the exercise of preparation of
ED(Mk:t) feasibility report for opening of State Life Office in Bahrain be carried out in
ED(Act) house by State Life Actuarial Division with the assistance of DH(Investment)
DH(Inv) and DH(Marketing) Division and that DH(Actuarial) and DH(Investment)
DH{Mkt) alongwith Zonal Chief(Gulf) should visit Bahrain for about 5 to 7 days to
DH(Act) study the market, meet with Bahrain authorities and some banks and submit
a report to the Board by end of February, 2011 detailing therein scope, legal
requirement and financial plan for consideration and final decision of the
Board, is hereby approved.”

ITEM (10) POSITION PAPER ON APPROVAL OF GOVERNMENT OF
PAKISTAN REGARDING INCREASE IN AUTHORIZED CAPITAL
AND PAID UP CAPITAL OF STATE LIFE AND APPROVAL OF
SANCTION OF GRANT TO MEET SHORTFALL DUE TO
REDUCTION IN DIVIDEND AS A RESULT OF BENAZIR
EMPLOYEES STOCK OPTION SCHEME (BESOS).

59. Executive Director (F&A) presented before the Board, a Position Paper on
approval of Government of Pakistan regarding increase in authorized capital and
paid up capital of State Life and approval of sanction of grant to meet shortfall due
to reduction in dividend as a result of Benazir Employees Stock Option Scheme
(BESQS).

60. The matter of increase in authorized capital and paid up capital of State Life

was considered by Board of Directors in its 215" meeting held on 19" October,

2010. The Board approved the proposal for increase in authorized and paid up

capital to Rs.3,000 million and Rs.2,500 million respectively and allowed to refer

- the matter to the Ministry of Commerce for obtaining concurrence from Finance
— Division.

61. ED(F&A) submitted before the Board that the Government of Pakistan under
Benazir Employees Stock Option Scheme (BESOS) has divested its 12%
shareholding in State Life for distribution amongst the employees of State Life. The
units for entitled shares have already been delivered to trustees of State Life. Thus,
the amount of dividend payabie to Government of Pakistan as sole shareholder of
the Corporation will be reduced from the year 2010 onwards corresponding to the
decrease in its holding i.e. 12%, which will be required to be distributed amongst
= unit-holders of State Life and Ministry of Commerce as per formula defined under
this scheme.

F 62. ED(F&A) further mentioned that In the above situation, the dividend earning I—
of the Government of Pakistan on the equity of State Life may not be sufficient for CHAIRMAN'S
payment towards increase in paid up capital and that the shortfall in funds for | —macs_
increasing the paid up capital may have to be met by Government grant.

63. Therefore;in compliance of directives of the Board of Directors, the Ministry of =
Commerce has been requested by State Life to take up the matter of enhancement ——
in authorized and paid up capital in phased manner at appropriate level and
convey us the approval of Government of Pakistan regarding:
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a) Increase in authorized capital from Rs. 1,500 million to Rs.3,000 million.

b) Increase in paid up capital from Rs.1,100 million to Rs.2,500 million in
three equal installments after utilizing dividend income for the year 2010,
2011 and 2012.

¢) Sanction of grant to State Life for years 2010, 2011 and 2012 to meet
any shortfall due to reduction in dividend income.

64. DH(F&A) informed the Board that the above shares would be given to
employees based on number of points earned as per years of service put in by him
in excess of five years and not more than 20 years as on 14™ August, 2009.
Independent Director would be representing the interest of the employees on the
= Board of Directors of State Life. A list of shares to be distributed to the employees
has already been received from the Privatization Commission.

Action:
ED(F&A) 65. The above information was noted by the Board.
DH(F&A)
ITEM (11) APPROVAL OF GUIDELINES AND CHART TO DELEGATION OF
FINANCIAL POWERS.
66. Executive Director (F&A) presented before the Board, a Position Paper
regarding current status of work being carried out in respect of guidelines and
chart to delegation of financial powers.
67. The Board of Directors in its 215™ meeting held on 19" October, 2010 had
advised F&A Division to complete the remaining work in respect of revision in
delegation of financial powers for officers of State Life, relating to link various
items/guidelines with each other and get it reviewed by a Consultant who should
- be asked to go through the same so that only fine tuning is required at the time of
migration to automated system with special reference to ERP control.
68. As directed by the Board, meetings were held with partners of two consultant
firms, Mr. Omer Morshed of Sidat Hyder Morshed Associates and Mr. S. Fraz
Anwer of M/s. A. F. Ferguson. The proposed draft changes in guidelines and chart
to delegation of financial powers were discussed with them. Both the firms agreed
to give their feedback with special reference to ERP.
Action: 69. The Board will be informed of the further developmert made in this respect
Eai’; :ﬁ; after the feedback is received from consultants which was ncted by the Board.
Action: 70. The Board directed DH(F&A) that the time limit for submission of revised
ED(F&A) guidelines and chart of delegation of financial powers to the Board would be 1% NS

DH(F&A) week of February, 2011. NITIALS

ITEM (12) APPROVAL OF WRITE OFF OF EXCESS COST OF
AREA MANAGERS DURING THE PERIOD 1993 TO 1996.

71. Executive Director(Marketing) presented before the Board, a Memorandum
for approval of write off of excess cost of Area Managers during the period 1993 to
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72. Area Managers posted in all IL Zones are responsible to supervise and keep
the teams in their respective Organizations mobilized to secure each year fresh
business in addition to ensure persistency of previous business. An Area
Manager's team consists of Sales Managers, Sales Officers and Sales
Representatives.

73. Area Managers perform in the initial pay-scale of a Deputy Manager, having
no annual increments, instead, are paid business related perks and incentives in
a year on the basis of their performance during last year. All payments made in a
year are reflected towards their operating expenses which are required to remain
within overall 10% of the First Year Premium collected through the Area Manager
in respective year. Since business figures and expenses vary area to area and
time to time significantly, operating cost of the Area Managers obviously tends to
be at either side of the prescribed limits.

74. ED(Marketing) further informed the Board that the operating cost amount if
exceeding 10% is called excess operating cost which is treated in accordance
with Corporation’s criteria having predefined system of adjustment if the
persistency in the respective area is 75% or more. A portion of excess amount, to
some extent, is absorbed by the good persistency whereas, to some more extent,
a relief on excess amount is applied if renewal premium collection in the area is
also according to the prescribed standard. The resuitant excess, if still remains, is
liable to be recovered from the Area Manager. Copy of management’s formula for
absorption of excess cost is placed at Annexure-| to the Memorandum..

75. ED(Marketing) submitted before the Board that for the years 1993 to 1996,
an aggregate amount of Rs 2.286 Million towards excess operating expenses was
reported and attributed towards Area Managers of Gujranwala Zone by Rs 1.387
Million and Sialkot Zone by Rs 1.299 Million. Prior to reporting, such amount was
not treated by ways of “adjustment” and “applicable renewal premium relief.
Further, the amount couid not be accounted for recovery by the management due
£ to some reasons (termination/death of respective Area Managers), hence, during
course of pendency of recovery, it was reported vide Audit Para for the Year 1997-
1998.

76. ED(Marketing) highlighted that during July 2010 in connection with DAC
meetings to settle down the Audit Para, both the Zones were connected to the
proceedings and latest conclusion has been arrived at as under:

i)  Gujranwala Zone

| Description Amount in Rs
o ’ Excess Cost recoverable as per Commercial Audit: ~ 1387,000
’ Excess Cost recoverable as per Corporation’s criteria: | 295,000
F ‘_Excess Cost recovered till 31-12-2005: ”__,i 250,000
Balance Not Recoverable: | 45,000 | CAIAVAN'S

INITIALS

ii) Sialkot Zone

Description |__AmountinRs |
_Excess Cost recoverable as per Commercial Audit: l 1299,000 |
Excess Cost recoverable as per Corporation’s criteria: 615,000 ]
 Excess Cost recovered till 31-12-2005: 0 402,871 |

| Balance Not Recoverable: 1 212,128 |







