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CONFIDENTIAL AND RESTRICTED

The 219" Meeting of the Board of Directors of State Life Insurance
Corporation of Pakistan was held on Friday, 22™ April, 2011 at 11.00 a.m. and
Monday 25% April, 2011 at 3.00 p.m. in the Board Room, State Life Building No.9,
Dr. Ziauddin Ahmed Road, Karachi.

PRESENT:

1. Mr. Shahid Aziz Siddiqi Chairman
2. Mr. Shahid Rahim Shaikh Director
3. Mrs. Spenta Kandawalla Director
4. Mr. Aslam Faruque Director
5 Mr. Rasheed Y. Chinoy Director
6. Syed A. Wahab Mehdi Director
7. Mr. Akbarali Hussain Secretary Board
ABSENT:

1. Mr. Amin Qasim Dada, Director
2. Syed Hur Riahi Gardezi Director

2. The Securities & Exchange Commission of Pakistan, Company Law D|V|$|on
has issued circular No.6 of 2010 No.CLD/RD/602(180)/2000 dated 24™ February,
2010 in order to facilitate the companies and their management and enabling
them to get optimum benefit with the use of latest technology has permitted to
allow all the Directors of the listed and unlisted public companies whether in
Pakistan or abroad to participate in the Board of Directors meetings through
tele/video conferencing and it would not be essential for the companies to secure
the tele/video recording of the proceedings of the meeting as it involves undue
expenditure of the companies. However as per the circular the draft minutes of the
meeting shall be sent to those Directors who had participated in the proceedings
of the meeting through tele/video conference for his/their confirmation.

3. Mr. Shahid Rahim Shaikh had expressed his inability through telephone to
attend thé above meeting due to health problem since he had undergone surgery
and was not in a position to undertake travel, therefore he attended the meeting
through tele conferencing. Furthermore, the draft minutes of the meeting were
sent to him for his confirmation which was need fully done. The Board decided
that henceforth Director's Fee will be payable to those Directors also who would
be attending the meeting through tele conference.

4. The meeting started with recitation of verses from the Holy Quran by the
ED(P&GS).

ITEM (1) CONFIRMATION OF MINUTES OF 218™
MEETING OF THE BOARD OF DIRECTORS.

5. The minutes of the 218™ meeting of the Board of Direttors held on 21*
March, 2011 together with implementation report were placed before the Board.

CHAIRMAN'S
INITIALS
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6. Implementation report of 218™ meeting of the Board of Directors were noted.

ltem No.7 , page-3350 of 218" meeting para-46 — consideration and approval of
recommendations in minutes of 17" meeting of Real Estate and Investment
Committee held on 18" March, 2011.

v/7. The Board pointed out that the following recommendation which was
__efroneously left out be included in the minutes of the 218" meeting as para-46
(vii):-

—

(vii() “that the return on real estate should be maximised by optimum
utilization of assets and usage of space for office use by State Life and
renting out to the maximum of available rentable area in the existing State
Life buildings before going for construction on existing unutilized plots for
which a building-wise feasibility study should be carried out and submitted
to the Board for approval. This would also include projects which have
already been cleared by the DWP for which also a feasibility study be
presented to the Board for approval before ground breaking of the project.
However, the ongoing projects be expedited and completed at an early
date.”

8. Syed A. Wahab Mehdi, Director proposed and Mr. Aslam Faruque, Diréctor
seconded that the minutes of 218" meeting of the Board of Directors be confirmed
subject to the incorporation of the recommendations mentioned at para-7 above.

9. Accordingly, it was resolved as under:-

a RESOLVED:
Action: “that the Minutes of 218" meeting of Board of Directors held on 21*
Secretary March, 2011 are confirmed subject to the incorporation of the
(Board] recommendations mentioned at para-7 above."

ITEM (2) CONSIDERATION AND APPROVAL OF RECOMMENDATIONS
IN MINUTES OF 6™ MEETING OF HUMAN RESOURCES
- COMMITTEE HELD ON 21-03-2011.

10. The minutes of the 6™ meeting of Human Resources Comhittee held on 21
March, 2011 was presented before the Board of Directors for consideration and
approval of decisions/recommendations made by the Committee for which
respective memorandums were placed before the Board. A copy of the minutes
duly signed by the Chairman is placed at Annexure-A to the Minutes.

11. Accordingly, the Board resolved as under:
" CHAIRMAN'S

INITIALS
RESOLVED: —
Action: “that the minutes of 6 meeting of Human Resources Comnittee held on 21* —
ED(P&GS) March, 2011 together with observations/recommendations are approved
DH(P&GS) | subject to the following:-
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a) The matter relating to amendment in Rule-32 of the revised leave rule
1989 for officers of State Life would be re-examined in the financial
impact if any in the next HRC and recommendation submitted to the
Board for review and decision.

b) The contractual employment under Prime Minister's Assistance Package
for sons/daughters of the deceased employees would be attended to by
the HR Committee on case to case basis as and when applied by
son/daughter of deceased employees and recommendation submitted to
the Board.

— c) The proposal relating to establishment of a position of Human Resources

’ Development Manager and workshop/training of AGMs and DGMs
through appropriate in-house resources and through negotiated
packages with PIM and any other reputable institutions for making them
eligible for promotion be resubmitted at the next HRC meeting for its
review and recommendations to the Board.

d) The Memorandums relating to i) incentive on acquiring Ph.D Degree, ii)
promotion of Mr. Fakeer Mohammad Baloch as Deputy Manager, iii)
Mobile set purchases policy of SLIC, iv) Executive Development
Programme — club facilities for the Executives of State Life Insurance
Corporation, v) Performance Based Bonus Scheme — 2010 for Officers of
State Life Insurance Corporation of Pakistan and vi) approval of creation
of additional post of DGM in IT Division would be submitted to the Board
alongwith the recommendations of the HRC for consideration and
approval. The Memorandums were submitted to the Board at Item-3, 13,
12, 4, 5 and 6 of the agenda of 219" meeting.

e) The Memorandums relating to i) Performance Based Bonus Scheme for
G&P Division for the year 2010 and ii) Restructuring of Legal Affairs
Division which were required to be submitted to the Board alongwith the
recommendations of the HRC at its 6" meeting for consideration and
approval would be presented at the next meeting of the Board.”

ITEM (3) INCENTIVE ON ACQUIRING THE PH.D DEGREE

12. Executive Director (P&GS) presented before the Board, 4 Memorandum for
incentive on acquiring the Ph.D. Degree.

13. The Board was informed that the contemporary profit-oriénted organization
heavily rely on proper planning, process designing and evaluation of results to
achieve excellence and organizational effectiveness both in terms of survival and
ptofitability. To meet this end, such organizations engage services of PH.Ds either
in form of consultant/advisor or induct them on permanently basls.

14. The State Life Insurance Corporation has been market leader in life| ———
Insurance industry and has eamed a reputation of beating its competitors L
especially private sector, so much so that SLIC is the only Insurance Organization | =——3
to earn "AAA” rating by PACRA for consecutive 2™ term. However to continue its
history of success and excellence, it needs to encourage Ph.D. degree holders
having acquired Ph.D. in business disciplines like H.R. Finance, Economics,
Management Science, Marketing, etc.
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Action:
ED(P&GS)
DH([P&GS)

15. ED(P&GS) submitted that in order to encourage employees to acquire this
highest education degree, it is required to approve some incentives in this regard
for those who have already acquired this degree and for those who are aspirant to
acquire the Ph.D. Degree in future and in this regard submitted the following
suggestions:-.

i Any one from staff who has acquired the Ph.D. degree may be
upgraded as Asst. Manager subject to consideration of a
constituted committee after analyzing his / her ACRs of last three
years unblemished service record and availability of vacancy in the
cadre.

ii. Any one from Middle Management (i.e. E.O., AM., D.M., Mgr.) who
has acquired the Ph.D. Degree may be given one grade up elevation
subject to consideration of a constituted committee after analyzing
his/her ACRs of last three years unblemished service record and
availability of vacancy in the cadre.

iii. Any one from Senior Management (i.e. A.G.M., D.G.M., G.M.) who
has acquired the Ph.D. degree may be given Ph.D. Allowance @ Rs:
10,000/- per month in lieu of one grade elevation because in cadres
of Senior Management availability of vacant positions for elevation
always remain scarce.

iv. Those employees who are aspirant to acquire the Ph.D. Degree in
future may seek permission from the management before starting his
education. However, State Life will not bear any financial /
administrative burden of the studies.

V. Ph.D. Allowance will not be admissible to those who were benefitted
of promotions on the basis of Ph.D. in the entire career even after
reaching in the cadres of Senior Management.

16. The subject memorandum was submitted in 6th meeting of Human
Resources Committee held on 21-03-2011.

17. The HR Committee agreed to the proposal contained in the Memorandum
and had resolved that the Memorandum be submitted to the Board of Directors for
approval.

18. The matter is therefore submitted for consideration and approval by the
Board.

19. Accordingly, the Board resolved as under:

RESOLVED:

“that as proposed by ED(P&GS) in his Memorandum and recommended by
the HR Committee at its 6™ meeting the following suggestions were
approved:- ,

CHAIRMAN'S
INITIALS
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i. Any one from staff who has acquired the Ph.D. degree may be
upgraded as Asst. Manager subject to consideration of a
constituted committee after analyzing his / her ACRs of last
three years unblemished service record and availability of
vacancy in the cadre.

ii. Any one from Middle Management (i.e. E.O., A.M., D.M., Mgr.)
who has acquired the Ph.D. Degree may be given one grade up
elevation subject to consideration of a constituted committee

— after analyzing his/lher ACRs of last three years unblemished

service record and availability of vacancy in the cadre.

iii. Any one from Senior Management (i.e. A.G.M., D.G.M., G.M.)
who has acquired the Ph.D. degree may be given Ph.D.
Allowance @ Rs: 10,000/- per month in lieu of one grade
elevation because in cadres of Senior Management availability
of vacant positions for elevation always remain scarce.

iv.  Those employees who are aspirant to acquire the Ph.D. Degree
in future may seek permission from the management before
starting his education. However, State Life will not bear any
financial/administrative burden of the studies.

V. Ph.D. Allowance will not be admissible to those who were
benefitted of promotions on the basis of Ph.D. in the entire
career even after reaching in the cadres of Senior Management.

Vi The PhD Degree should have been acquired in business
disciplines of Human Resources, Finance, Economics,
5 Management  Science, Actuarial Science, Insurance,

Policyholder Service, Insurance Underwriting, Marketing,
Investment, Audit, IT and Corporate Governance to qualify for
the incentives in i) to v) above. However only one qualification
allowance can be availed.

ITEM (4) EXECUTIVE DEVELOPMENT PROGRAM “CLUB FACILITIES
FOR OFFICERS OF SLIC".

20. Executive Director (P&GS) presented before the Board, a Memorandum for
Executive Development Program “Club” facilities for officers of State Life.

21. ED(P&GS) submitted that it is a well-known fact, the officers of the State Life
Insurance Corporation are striving hard to frame, launch and monitor various
schemes, which have earned laurels for the prestige of the Corporation by | ——
achieving the 30 to 40% growth rate per annum as well as making it a triple-A C"‘:"T"‘"-:f:'s
rating organization. But there are no recreation and sports facilities for the | =—=—
Executives of the State Life Insurance Corporation of Pakistan, which resulted in

to their lack of confidence, un- healthy life styles and limited vision.

22. Following are the benefits of the sports and recreation facilities on the
personality build-up of the people:-
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1. Physical and mental well-being

Develops leadership qualities and fosters a team spirit
Happier —Feel great

Build family unity

Diminish chance of disease — Live longer

Build self-esteem

Reduce stress — relax

Promote sensitivity to cultural diversity

o P N e s 9N

Eliminate Loneliness — Conquer boredom
10.Enhance relationship skills — teach vital life skills
11.0Offer place for social interaction.

23. Keeping in view the above benhefits, following Policy for Provision of Club
Membership for the Executives is proposed.

S.No. Designation No. of Amount of Monthly Club
Clubs | Membership Subscription Fee
1. Chairman 02 Actual amount Reimbursement of actual
b of Membership | amount maximum of
Rs.5,000/-
2. Executive 01 Actual amount Reimbursement of actual
Director of Membership | amount maximum of
Rs.2,000/-
3. General 01 Actual amount Reimbursement of actual
Manager of Membership | amount maximum of
maximum to Rs.2,000/-
Rs.6,00,000/-

24. In the first year, the estimated expenditure is to be around Rs.10 million and
in subsequent years, it will be in the range of two to three million.

25. In order to introduce corporate culture in the State Life and enhance the
capabilities and physical health of the Executives, availing the club and sports
facilities might bring very positive impact on their mental capabilities and vision.
CHAIRMAN'S
26. It is worth to mention here that the Policy of Club Facilities to the Executive is INITIALE
already in practice in other corporations of Ministry of Commerce viz.; Trading e
Corporation of Pakistan (TCP), Pakistan Reinsurance Corporation of Pakistan
(PRCL).
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ED(P&GS)
DHP&GS)

27. ED(P&GS) submitted that the Ministry of Finance, Government of Pakistan
vide letter No. F-8 (1) Exp. IV/2004/204 dated 27.03.2007 has allowed the “ Board
of Directors of the Government established/owned companies under the
Companies Ordinance may use full powers in the extent given in the Companies
Ordinance provided their decision do not impact the Federal Budget in any way.”
ED(F&A) confirmed that provision for the above expenses have already been
made in the budget of the Corporation for the year 2011.

28. The subject memorandum was submitted in 6th meeting of Human
Resources Committee of the Board held on 21-03-2011 which agreed to the
above proposal and recommended that the matter be submitted to the Board in its
meeting for consideration and approval. .

29. Accordingly, the Board resolved as under:

RESOLVED: ,

“that as proposed by ED{P&GS) in his Memorandum and recommended by
the HR Committee at its 6™ meeting the following policy for Club
Membership for the Executives were approved:-

No. of
Clubs

Chairman 02

Designation Amount of
Membership
Actual amount

of Membership

Monthly Club
Subscription Fee
Reimbursement of actual

amount maximum of
Rs.5,000/-

Reimbursement of actual
amount maximum of
Rs.2,000/-

Executive 01
Director

Actual amount
of Membership
Maximum to
Rs.1,300,000
Actual amount
of Membership
maximum to
Rs.600,000/-

General 01
Manager

Reimbursement of actual
amount maximum of
Rs.2,000/-

“that the Executive Directors and General Managers on deputation would be
eligible for the facility of Club Membership in the second year of stay with
the Corporation.”

APPROVAL OF PERFORMANCE BASED BONUS FOR
THE YEAR 2010.

ITEM (5)

30. Executive Director (P&GS) presented before the Board, a Memorahdum for
approval of Performance Based Bonus for the year 2010.

31. ED(P&GS) informed the Board that Performance Based Bonus Scheme for
officers of State Life was introduced in the year 2001 with the approval of the
Board of Directors of State Life. This Scheme is continued with some changes to
improve the business performance of the Corporation. The aim of the Scheme is
to develop “competitive go” among the officers so that they could do their best in
the respective areas of action. The Scheme also helps to develop team spirit

PR DUy S | SO £ S L § P 4 A ~ v v

viem oy

CHAIRMAN'S
INITIALS

—————r




STATE LIFE | onc o 3368

INSURANCE CORPORATION OF PAKISTAN

MINUTES OF 219™ MEETING OF THE BOARD OF DIRECTORS

DIRECTORS HELD AT ON TIME

MINUTE BOOK KARACHI 22" APRIL], 2011 AND 25" APRIL, 2011

have direct interest in promotion of the business of the Corporation and they will
work as a team and motivate their colleagues for better and enhanced
performance.

32. The Board had in its 202 meeting held on 02.03.2010 approved the
recommendations of the 4" meeting of the H.R. Committee dated 01.03.2010 that
the Performance Based Bonus Scheme-2009 for officers be continued on the
same line as was approved and announced for the year 2008 and circulated vide
No.PL-24(104) PBB-08 dated 07.08.2008.

33. The Group & Pension Division however submitted separate memorandum to
the H.R. Committee for revisiting the Scheme for 2009 onwards. However, the
Marketing Division has recommended that the existing Performance Based Bonus
Scheme for Individual Life may be continued for the year 2010. Therefore,
proposed Performance Based Bonus Scheme-2010 for officers of Individual Life,
Gulf Zone, Investment Division and Real Estate was placed at  Annexure- A to
D to the Memorandum for perusal of the Board and Annaxure-B to the minutes.

34. The Human Resources Committee at its 6™ meeting held on 21-3-2011
considered the proposal at para 3 of the Memorandum for approval of the
Performance Based Bonus Scheme-2010 to determine the actual quantum of
bonus achieved by each officer on the business performance of the Corporation
for the year ended 31.12.2010 and for its adjustment/ recoveries, if any, towards
the payments already made during the year 2010 on two Eid occasions vide order
No. P&GS/PO/232/2010 dated 16.08.2010 and Order No. P&GS/PO/ 294/2010
dated 03.11.2010 respectively.

35. The Committee agreed to the proposal for the year 2010 and recommended
for submission of memorandum to the Board of Directors for consideration and
approval.

36. Accordingly, the Board resolved as under:

RESOLVED:

“that the proposal of ED{P&GS) in his Memorandum and recorhmendation of
HR Committee at its 67 meeting held on 21* March, 2011 that the
performance based bonus scheme for the year 2010 as given in annex-A to
Action: D of the Memorandum be continued on the same line as the existing scheme
Eppacs) | for the year 2008 -which was notified by P&GS Division's circular No.
DH(P&GS) | P&GS/POI294/2010 dated 03.11.2010 was approved i.e. bonus would be paid
to the officers for officers of Individual Life, Gulf Zone, Investment Division
and Real Estate Division on the basis of points earned by the Divisions in
which the officer is posted.”

CHAIRMAN'S
INITIALS

ITEM (6) APPROVAL OF CREATION OF ADDITIONAL POST OF DGM (IT).

37. Executive Director (P&GS) presented before the Board, a Memorandum for
approval of creation of additional post of Deputy General Manager(IT).
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38. ED(P&GS) submitted that |.T. Division is passing through transition stage in
which in-house developed legacy software are being replaced with the Pre-
Packaged Software comprising of Core Insurance and Business Support ERP
Systems are being provided and implemented by M/s Sidat Morshid Associates
under an agreement with State Life. This system will provide integrated data and
reporting with multiple features of timeliness and efficiency improvement.

39. The Board was informed that presently the team of officers in I.T. Division
comprises of two senior approved posts of Deputy General Managers (DGM)
besides other junior officers. Currently three DGMs are posted in this Division, out
of which one of them will retire in October 2011, while other DGM (Mr. Pervaiz
Tahir) is abroad and is un-authorized absent from duty and may not join for duty.

40. The Board of Directors in its 192™ meeting approved fifteen IT Professionals
for the IT Project. A team headed by Project Director and eight other IT officials
were appointed in 2010 and are presently working on the IT Project on contract
basis.

41. The Scope of work in this Division has increased substantially as all
functions of all divisions are being computerized. Few other major activities like
Document Management System, Implementation of Call Centre and Management
of Communication Systems would require senior management IT officers to
successfully implement software applications and new technologies in State Life.

42. ED(P&GS) submitted that keeping in view the delicacy of the new
assignments and safeguard the heavy investment involved in the project, it is
imperative that, we may proceed for appointment of a DGM from the market to
boost existing IT manpower. Following are the proposed TORs of this job:-

. Age limit between 27 to 40 years

« Minimum 8 years of experience [4 years post graduate experience is
mandatory] in computer/ IT related field.

o Must have worked in IT related organizations at senior managerial
role and must have supervised ateam of 03 technical
professionals.

. Must hold Master degree in Computer Science from a HEC
recognized university and Masters Degree in Business
Administration/Communication will be an additional polnt.

@ Knov/ledge in Oracle Database, Project Management, Software
Quality Assurance and Business Analyst is a plus point; and
certification from International Organizations would be &n additional EHATRAANS
point; INITIALS

. MUST have excellent knowledge of Microsoft Windows Operating
system and Oracle Data base tools. '

. Strong IT skills; comfortable with computer-based tools, procésses
and workflows;
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® Advanced-level experience with MS Word and Excel; PowerPoint, MS
Project; Web/HTML/XML skills a plus.

. Demonstrated ability to successfully manage projects, schedules and
budgets;
. Excellent organizational, planning and analytical skills;
. Excellent problem-solving skills; able to formulate creative solutions
for day-to-day problems and make good decisions on the fly;
‘ . Excellent communication skills; comfortable working directly with
clients;

. Highly self-motivated with a confidence, "do the right thing" attitude;
° Demonstrated ability to make good decisions;

° Able to work independently or as part of a team;
. Able to multitask and think clearly on your feet;
o Open to learning new skills;

43. ED(P&GS) proposed to the Board that applications may be invited through
advertisement in leading Urdu and English newspapers and the appointment
procedure may be processed through P&GS Division and a selection committee
to be constituted for this purpose as per underlying procedure for regular
~ appointments.

44. The subject memorandum was submitted in the 6th meeting of Human
Resources Committee held on 21-03-2011. The HR Committee has agreed in
principle to advertise the post and instructed the matter be submitted to the Board
with the following recommendations for consideration:-

0] A post of DGM (IT) be advertised and filled up in following the
appointment policy for the regular post.

(i)  Applications be invited through P.O. Box to avoid the political
influence for the appointment.

fon: 45. After deliberation, the Board resolved not to approve the above suggestion of
ég(P;;CS) ED(P&GS) and recommendation of the HR Committee as the above propasal was
pir&Gs) | based on Microsoft system whereas State Life was currently in the pracess of
automation of ERP based system.

CHAIRMAN'S
INITIALS

ITEM (7) APPROVAL OF BUDGET PROPOSALS FOR THE YEAR 2011 AND
EXPECTED ACTUALS/ACTUALS FOR FOR THE YEAR 2010.

46. Executive Director (F&A) presented before the Board a Memorandum dated
4™ April, 2011 regarding budget proposals for the year 2011 and expected
actual/actual for 2010 showing all necessary details of first year premium, second
vaar and third vaar and_later. vear_renewal_oremium_in_resnect of individnal life
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business within Pakistan and Overseas, group life premium, investment income,
Real Estate income, exchange gain and other income, payment to policyholders
and field workers, group life claims and profit commission, administrative expenses
including personnel cost of officers and staff, Area Managers expenses alongwith
head-wise details of other revenue and administrative expenses. The head-wise
details of administrative expenses of investment and Real Estate were also put up
to the Board. Forecast of capital expenditure for 2011 for each operating activity
were also submitted.

47. ED(F&A)/DGM(F&A) explained the salient features of the budget proposals in
the presentation on multi media and replied to the different queries raised by the
members of the Board.

48. Board of Directors were requested to kindly consider and approve budget
proposals for 2011 and expected Estimates for 2010, as proposed in para-9 and
11 of the Memorandum.

49. The Board of Directors is also requested to consider and authorize Executive
Director (F&A) to make re-appropriation of budget among different heads for
revenue expenses/capital expenditure, in case a need for such re-appropriation
arises, of course, within the overall total amount of budget approved by the Board.

50. ED(F&A) informed the Board that a budget has been prepared under the
revised limit of SECP but the Corporation has to be very cautious in minimizing
curtailing and controlling its expenses so that the limits are not exceeded. F&A
Division have already taken the measures in budget proposal 2011, highlighted at
para-10 to the Memorandum and Annexure-B to the Minutes.

51. ED(F&A) further suggested a high powered Committee be constituted, terms
of reference of which would be to suggest ways and means for minimizing
curtailing and controlling of expenses of the Corporation as suggested by the F&A
Division such as reduction in commission on FYP by 19.5% reduction seating and
allied facilities by 5%, reduction in SYP commission by 4.5% and reduction in
commission on renewal premium by 1%.

52 The Board was informed that the current budget was based on the
ptesumption that the renewal expense ratio would be 18.6% which was within the
prescribed limit described by SECP for the year 2011 which was 19%. The
maximum expense limit of first year premium for the year 2011 was retained at
104% by SECP. SECP has however prescribed limit of 100% and 18% for first
year premium and renewal premium for the year 2012 and 90% ahd 15%
respectively for subsequent years as per circular No.7 of 2011 dated 18" March,
2011.

53. To a query from a Board Member that the reduction in renewal expehse ratio| cuairman's
be phased out in 2011 and 2012, ED(Marketing) and DH(Marketing) explained| _INITiALs
that the reduction could be brought about by abolishing the SO tiers or across the
Board reduction in commission of all the tiers of the field force. The Chairman State
Life pointed out that if the ratio would not be brought within the prescribed limits,
the Governrent may have no option but to privatize State Life. :
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54. The Board was informed that the premium figures included Rs.180 million to
be generated through bancassurance. The growth in group premium/group claims
would be generated through Benazir Income Support Programme. The budget
also provide for expenses related to promotion of 187 Area Managers and other
promotions on the administrative side in the various Divisions/Departments of
State Life who have met the requisite criteria.

55. DH(RE) informed the Board that the expenses of RE Division have gone up
due to increase in rates of janitorial and security services because of increase in
minimum wages, increase in rates of utilities.

56. The Board directed that the budget exercise should be carried out keeping in
mind objective conditions and ground realities like availability of disposal income in
the rural areas. .

57. After deliberations, the Board resolved as under:

RESOLVED:
Actlon: (a) “that as proposed by ED{F&A), the budget proposals in respect of
ED(F&A) Income, Outgo, Life Fund and Capital Expenditure for the year 2011 and
DH(F&A) Expected Estimates for 2010 given in para 9 and 11 of the Memorandum

dated 4™ April, 2011 and Annexure-B to the minutes with detailed break
down in para4-8 of the Memorandum are approved. The Real Estate
Division's budget approval would be subject to approval of strategic plan
to be submitted to the Board within 30 days.”

- (b) “that F&A Division submit a detailed break down of each item of capital
expenditure budget approved for the year 2010 and its comparison with
actual expenditure for the year 2010. The above information be given in —_—
respect of each cost centre i.e. Divisions, Regions and Zones. Similar ’
break down be given in respect of each item of revenue expenses
comparing budget with actual expenses for the year 2010 audited
accounts.”

(c) “that ED(F&A) is authorized to make re-appropriation of budget among
different heads of revenue expenses/capital expenditure, in case a need
for such re-appropriation arises within the overall total amount of budget
approved by the-Board.”

(d) “that calendar of event for preparation of budget given at Annexure-B to
the minutes of 206™ meeting of the Board of Directors be continued for
future budget exercise.”

! CHAIRMAN'S

(e) “that as recommended by ED(F&A) in his Memorandum, the constitution | _NTIALS
of a high powered Committee comprising of ED(F&A) as Convenor and
ED(Marketing) and ED(PHS) as Members was approved. The terms of
reference of the Committee would be to meet the represehtatives of the
field workers and associations and submit its recommendations to the
Board for minimizing curtailing and controlling of the expenses to bring
the renewal expense ratio within the prescribed limit of SECP. The
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Committee was directed to submit the report to the Board within six
weeks."

(f) “that comparison of last five years trend of income and expenses of
actual vs budget be submitted to the Board for their review. The trends
be explained through use of charts and graphs. The historical growth of
individual zone for the last five years be also submitted to the Board
highlighting first year premium, second year premium and renewal
premium and persistency and break down of various expenses.”

(g) “that the Board approves the measures recommended by ED(F&A) in his
Memorandum i.e. no provision for fresh recruitment of officers and staff,
no hiring on contract basis, curtailment of Rs.20 million in advertisement
expenses and increase in salaries of staff be restricted to the equivalent
of 50% ad-hoc allowance already allowed by the Government.”

ITEM(8) APPROVAL OF STATE LIFE'S ANNUAL ACCOUNTS TOGETHER
WITH AUDITORS REPORT AND MANAGEMENT LETTER
THEREON FOR THE YEAR ENDED 31°T DECEMBER, 2010.

58. Executive Director(F&A) presented before the Board, a Memorandum dated
20™ April, 2011 regarding State Life Audited Annual Accounts for the year ended
December 31, 2010 together with the auditor's report to the members thereon and
the auditor's letter to the Board of Directors containing their observations on the
audited accounts.

59. Divisional Head(F&A) submitted to the Board, the 38™ Annual Report on the
5 operations of State Life Insurance Corporation of Pakistan for the year ended
December, 31, 2010 comprising of the audited financial statements/regulatory
returns: (a) Financial Statements: Balance Sheet, profit & Loss Account, Statement
of Changes in Equity, Revenue Account, Statement of Premium, Statement of
Claims, Statement of Investment Income, Statement of Expenses, Statements of
Cash Flows and (b) Regulatory Returns: Statement of Assets' for Solvency,
Classified Summary of Assets in Pakistan, Statement of Maximum Management
Expenses limits U/S 22(9) and 23(9) of Insurance Ordinance, 2000 prescribed by
SECP.

60. Chairman, Board Audit Committee informed the Board that the Board Audit
Corhmittee in its 39™ meeting held on 22™ April, 2011 and 25" April, 2011 had
considered the audited accounts in detail. Letter of the Auditors to Board of
Directors was also discussed at length. The Board Audit Committee accordingly
had made certain observations and recommendations which have been recorded
in the Minutes of the Board Audit Committee. The minutes of the Board Audit
Committee of the 39" meeting held on 22™ April, 2011 and 25" April, 2011 would| ————
be submitted to the Board at its next meeting. CHAIRMAN'S

INITIALS

61 ED(F&A) informed that the accounts of the Corporation for the year ended
31% December, 2010 were jointly audited by a panel of statutory auditors namely:

) M/s. Riaz Ahmad & Co.,
Chartered Accountants, Lahore.
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i) M/s. Anjum Asim Shahid Rahman,
Chartered Accountants, Karachi.

62. The panel of auditors was appointed by Federal Government, pursuant to
Article 28 of Life Insurance (Nationalization) Order, 1972. Accounts for 2010 of
Gulf Zone of the Corporation were audited by M/s. Sajjad Haider & Co., Chartered
Accountants, Dubai, UAE.

- 63. Operating results of State Life Insurance Corporation of Pakistan for 2010
can be examined by comparison of figures for 2010 with 2009 as given in Annex-
1, Annex-2, Annex-3 and Annex-4 of the Memorandum.

64. Annex-S to the Memorandum contained details of Investment Portfolio of
Pakistan Life Fund, Overseas Life Fund and for the Corporation as a whole.

65. Annex-6 to the Memorandum showed provisions, adjustments and additions
to Investment Portfolio made during 2010 for which specific approval of the Board
of Directors was required.

66. Annex-7 to the Memorandum showed maximum management expenses
limits revised by SECP for the year 2010 and 2011.

67. Annex-8 to the Memorandum showed comparative figures of profit and loss
account of Shareholders’ Fund for 2009 and 2010.

68. A set of audited Annual Financial Statements/Regulatory Returns for 2010
mentioned in the Memorandum, duly initialed by the Statutory Auditors, alongwith
Notes to accounts and Auditors’ Report thereon, was enclosed with the
Memorandum for consideration of the Board. A copy of letter addressed to the
Board of Directors received from auditors alongwith initialed accounts containing
their observations was also submitted for perusal of the Board.

69. The Board was requested to consider and approve financial
statements/regulatory returns for 2010, mentioned in the Memorantdum, alongwith
notes to the Accounts and Auditors Report thereon as well as amount of
provisions, adjustments and additions to Investment Portfolio mentioned in
Annex-6 to the Memorandum.

70. The Board was also requested to nominate two Directors to sign alongwith
Chairman, State Life and Executive Director (F&A), financial statements/regulatory
returns for 2010 after consideration and approval by the Board.

71. The Statutory Auditors were present in the Board meeting in which the | cuairmanss
audited accounts and letter of the auditors to the Board were discussed and INITIALS
necessary directions were issued to the Management for improvement as =
suggested by the external auditors.
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72. The auditors in the audited report have reported the following:-

3.1 Fair valuation and impairment testing of investments in unlisted
securities

As per Securities and Exchange Commission (Insurance) Rules, 2002, the
available for sale investments are to be stated at lower of cost or market
value. In respect of unlisted securities, no market values are available for
such an analysis. International Accounting Standard (IAS)-39 ‘Financial
Instruments: Recognition and Measurement' discusses certain valuation
techniques for determining the fair values of unlisted equity securities, and
does not consider the break-up values to be the appropriate measure of fair
values.

The auditors noted that the Corporation has no practice of determining the
fair value of the shares of unlisted companies using appropriate valuation
techniques. For determining the impairment, it only bases its conclusion with
respect to the break-up values of the unlisted shares as at the reporting date,
which is not an appropriate measure of determining the fair value.

3.2 Taxation
@) Provision for taxation

The Corporation has computed income tax related to current year on the
basis of taxable income determined under Fourth Schedule of the Income
Tax Ordinance, 2001. Last year, the Corporation made provision for its
income tax under section 113 of the Income Tax Ordinance, 2001 and
accrued Rupees 75 million in statutory life fund. It is pertinent to mention that
the Corporation has been contesting against the charge of minimum tax in
the Honorable High Court of Sindh for assessments years 1992 to 2002 on
the plea that minimum tax is not applicable on the total turnover attributed to
the policy holders’ fund. We have been informed that based on the views of
its tax advisors, the management believes that the Corporation would ot be
liable to minimum tax under Section 113 of the Income Tax Ordinance 2001.
However, provision of Rupees 75 million as aforesaid has not been reversed
on a prudence basis.

(b) Quarterly advance income tax payments and income tax receivable

The Corporation does not compute the quarterly advance incorhe tax liability
in accordance with the formula prescribed in section 147 of the Income Tax | ——
Ordinance, 2001, as amended by the Finance Act, 2009. The revised | ©a'nhars
formula requires calculating the quarterly tax by multiplying the latest tax | ==
year's assessed tax liability with the quarterly turnover and divided by the =
latest tax year's annual turnover. To the contrary, the Corporation simply
computes the quarterly tax by dividing last year's assessed tdx liability into
four quarters, which formula has been modified. Although the impact is not

material, yet we suggest that the Corporation should obtain specific legal

Aninian vith racamant tn tha annranriatanace Af ibe nrarticna fAr AAtarminin~ thA







