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The 220 Meeting of the Board of Directors of State Life Insurance
Corporation of Pakistan was held on Monday, 30" May, 2011 at 11.00 a.m. and in
the Board Room, State Life Building No.9, Dr. Ziauddin Ahmed Road, Karachi.

PRESENT:

1. Mr. Shahid Aziz Siddiqgi Chairman
2. Mr. Shahid Rahim Shaikh Director
3. Mr. Aslam Faruque Director
4  Mr. Rasheed Y. Chinoy Director
9. Syed A. Wahab Mehdi Director
5. Mr. Akbarali Hussain Secretary Board
ABSENT: _

1. Mrs. Spenta Kandawalla Director
2. Mr. Amin Qasim Dada, Director
3. Syed Hur Riahi Gardezi Director

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

ITEM (1) CONFIRMATION OF MINUTES OF 219™
MEETING OF THE BOARD OF DIRECTORS.

RESOLVED:

6. Accordingly, it was resolved as under:

| 3. The minutes of the 219" meeting of the Board of Directors held on 22™ April,
2011 together with implementation report were placed before the Board.

4. Implementation report of 218" meeting of the Board of Directors were ncted.

eLg

5. Syed A. Wahab Mehdi, Director pointed out that after para-45, page-(a"é?() of
minutes of the 219" meeting a resolution be inserted as follows:

“that the suggestion of ED(P&GS) and the recommendation of HR

Committee for creation of an additional post of DGM(IT) was not approved
as the above suggestion and recommendation was based on Microsoft
systein whereas State Life was currentiy in the process of automation of
ERP Based System.”

7. Syed A. Wahab Mehdi, Director proposed and Mr. Aslam Faruque, Director
seconded that the minutes of 219™ meeting of the Board of Directors be confirmed
subject to the above amendment.

8.  Accordingly, it was resolved as under:-

RESOLVED:
“that the Minutes of 219" meeting of Board of Directors held on 22™
\ April, 2011 are confirmed subject to the above amendment.”
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ITEM(2) CONSIDERATION AND APPROVAL OF RECOMMENDATIONS
IN MINUTES OF 39™ MEETING OF BOARD AUDIT COMMITTEE
HELD ON 22-04-2011.

9.  The minutes of the 39" meeting of Board Audit Committee held on 22™ April,
2011 was presented before the Board of Directors for consideration and approval
of decisions/recommendations made by the Committee. A copy of the minutes duly
signed by the Chairman (BAC) is placed at Annexure-A to the Minutes.

Action: 10. DH(F&A) informed the Board that the first quarter accounts for the period
Secretary ended 31* March, 2011 will be completed and dispatched within the extended time
(BAC) given by SECP. The first quarter accounts will be submitted in the next meeting of
g the Board Audit Committee to be held on 24" June, 2011 for post facto approval.

11. The Members of the Board requested Secretary(BAC) to arrange for a
Action: meeting of the Divisional Heads with the Chairman to ensure that the decision of
Secretary the Board Audit Committee have been implemented and a copy of the minutes of
(BAC) the meeting be submitted to the Board at its next meeting.

12.  Accordingly, the Board resolved as under:

RESOLVED:

Action: “that the minutes of 39" meeting of Board Audit Committee held on 22"

(S;Kg;tary April, 2011 together with observations/recommendations are approved.”

ITEM (3) APPROVAL OF STATE LIFE’'S ANNUAL ACCOUNTS TOGETHER
WITH AUDITORS REPORT AND MANAGEMENT LETTER
THEREON FOR THE YEAR ENDED 3157 DECEMBER, 2010.

| L 13. The Annual Accounts of State Life Insurance Corporation of Pakistaﬁ for the
year ended 31% December, 2010 were presented in 219" meeting of the Board
held on 22™ and 25" April, 2011.

14. The Board did not approve the accounts on the recommendations of Board
Audit Committee because of qualification made by Statutory Auditors regarding
non-making of provision for impairment of investment for sale. It was directed to
obtain clarifications from SECP regarding the provision. The Board had then
resolved as follows in respect of approval of State Life’s Annual Account together
with auditors report and management letter thereon for the year ended 31% L
December, 2010:-

(@) ‘that a Committee consisting of DH(F&A), DH(Inv), DH(Act) and
Appointed Actuary is constituted to prepare State Life's case to be

submitted to SECP in the light of advice received from various CHAIRMAN'S
INITIALS

Actuaries, Tax Consultant and Legal Counsel on providing in the
accounts for impairment of Rs.3,317.532 million arising from shortfall
in market value of available for sale investments on individual script
basis and clarification be sought from SECP as to whether it is
necessary to provide for the same in the accounts.”
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(i)  “that after taking necessary clarification from SECP, necessary effect
be given in the accounts and the accounts be re-submitted to the
Board Audit Committee at its next meeting to be held on Saturday,
28" May, 2011."

(i) “that a letter be written by DH(F&A) in consultation with DH(Inv) and
DH(Act) to SECP seeking extension of one month in submission of
approved audited accounts and other regulatory returns.”

(iv)  “that for the purposes of adequate disclosure and transparency that .

listed equity securities and mutual fund units be segregated on a
individual company/entity basis rather than showing them on sectoral
basis in the audited accounts.

15.  Accordingly, Executive Director (F&A) presented before the Board, a
Memorandum dated 24" May, 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 which have already been mentioned in para-
72 of the minutes of the 219" meeting held on 22" April, 2011 and 25" April,
2011.

16. The Corporation had approached SECP for clarifications. The SECP vide its
letter dated 12" May, 2011 have clarified that the Corporation may continue with
its policy of valuing its investment in available for sale equities on aggregate
porifolio basis (Annexure “A” to the Memorandum).

17. As a result of this clarification, the auditors have accordingly amended notes
to the accounts and letter to the Board of Directors presently in the 219" meeting
of the Board, to the extent of removal of their qualification, however no-thanges
are required in the financial statements and regulatory returns. '

18. During this period, another observation of the external auditors has been
resolved. It is regarding non-reconciliation of bank balances with the ledgers as a
result of differences in bank statements and the ledger accounts. F&A Division
had deputed team of senior officers from the Division, Southern Regional Office
and Hyderabad Zone to reconcile the balances. The balances have been
reconciled, and the external auditors have visited Mirpurkhas Zone and verified
reconciliation.

19. Chairman, Board Audit Committee informed the Board that the Board Audit
Committee in its 40™ meeting held on 30% May, 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 40% meeting held on
30" May, 2011 would be submitted to the Board at its next meeting.

20. A copy of annual accounts for the year 2010 comprising of following
statements and returns was enclosed with the Memorandum.

CHAIRMAN'S
INITIALS
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Financial Statements:
)] Balance Sheet
i)  Profit & Loss Account
iii)  Statement of Changes in Equity
iv)  Revenue Account
v)  Statement of Premium
vi) Statement of Claims
vii) Statement of Investment Income
viii) Statement of Expenses
ix) Statement of Cash Flows

Regulatory Returns
x)  Statement of Assets for Solvency

xi) Classified Summary of Assets in Pakistan
xii) Statement of Maximum Management Expenses limits U/S 22(9) and
23(9) of Insurance Ordinance, 2000 prescribed by SECP.

21. Amended notes to the accounts and revised letter to the Board of Directors
were also enclosed for kind perusal of the Members of the Board.

22. The operating results of State Life Insurance Corporation of Pakistan for
2010 may 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 and Annexure-B-1
to B-4 of the minutes.

23. The details of Investment Portfolio of Pakistan Life Fund, Overseas Life Fund
and for the Corporation as a whole are given at Annexure-5 to the Memorandum
and Annexure-B—S of the minutes.

24. Provisions, adjustments and additions to Investment Portfolio made during
2010 for which specific approval of the Board of Directors is required is given at
Annexure-6 to the Memorandum and Annexure-B-6 to the minutes..

25. Maximum management expenses limits revised by SECP for the year 2010
and 2011 are given at Annexure-7 to the Memorandum and Annexure-B-7 to the
minutes.

26. Comparative figures of profit and loss account of Shareholders’ Fund for
2009 and 2010 are given at Annexure-8 to the Memorandum and Annexure-B-8 to
the minutes.

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

28. The Board was requested to consider and approve financial
statements/regulatory returns for 2010, mentioned in the Memorandum, alongwith
notes to the Accounts and Auditors Report thereon as well as amount of

CHAIRMAN'S
INITIALS
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provisions, adjustments and additions to Investment Portfolio mentioned in
Annex-6 to the Memorandum.

29. The Board of Directors noted and discussed the points contained in the letter
of the auditors to the Board of Directors which contained the observations and
comments of the auditors on the Corporation’s financial statements, underlying
accounting records, control and related matters.

30. ED(F&A) stated that as per Board Audit Committee’s recommendations, the
Board was requested to approve the financial statements/regulatory returns for the
year ended 31% December, 2010 alongwith notes to the Accounts and the
Auditors Report thereon as well as the amount of provisions, adjustments and
— additions to Investment Portfolio mentioned in Annex-6 of the Memorandum.

31. 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.

32. The letter of the Statutory Auditors was discussed and necessary directions
were issued to the Management for improvement as suggested by the external
auditors. Chairman Board Audit Committee recommended to the Board of
Directors that the accounts may kindly be approved.

33. The following changes have been made in the letter of the auditors to the
Board of Directors which was mentioned in detail in para-72 of the minutes of the
219" meeting held on 22™ April and 25" April, 2011:-

3.1 Removal of qualification from audit report and its inclusion in
letter to the Board of Directors.

o
¥

3.1.1 Impairment in available for sale equity securities

The Corporation has a policy for available for sale investment whereby,
investments in equity securities are stated at lower of cost or market value
(market value being taken as lower if the fall is other than temporary) on
aggregate portfolio basis instead of individual scrip basis, which practice, in
our view, was not appropriate as per applicable financial reporting framework.
Accordingly, our last year's auditors’ report was interalia qualified on this
matter of accounting policy of the Corporation due to which impairment of
Rs.3,317.532 million arising on an individual scrip basis remained
unrecorded.

During the year under audit and in subsequent period, this matter has been

discussed with the Securities and Exchange Commission of Pakistan (SECP) CHAIRMAN'S

at different occasions and eventually the SECP vide its letter dated May 12,
2011 clarified that the Corporation may continue to account valuation of its
available for sale investments on aggregate basis till further clarification on
the subject matter. Accordingly, the management has continued to follow its
existing policy.
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3.1.2 Impairment in other fixed income securities

The Corporation invested an amount of Rs. 100 million in Certificates of
Investments (COls) of First Dawood Investment Bank Limited (FDIBL), the
principal amount of which could not be recovered on maturity. The FDIBL
requested for rollover of COls that was not accepted by the Corporation. The
Corporation, through its legal advisor, filed a suit for recovery against FDIBL
during the last year.

Auditors have been represented by the management of the Corporation that
currently, the Corporation is in negotiation with FDBIL who has offered shares
of Dawood Family Takaful Limited. Due diligence has been performed,
however, no deal has been finalized as yet. Considering the proposal, the
management of the Corporation believes that it would be able to realize its
outstanding balance substantially. Accordingly, impairment in these
certificates of investments, if any, has not been recorded in the accompanying
financial statements.

Considering the above facts, Auditors have removed qualification on these
matters from their audit report.

The fair valuation and impairment testing of investments in unlisted
securities previously reported at 3.1 of para-72 of the minutes of 219%"
meeting has now been reported as 3.2. The items reported in the audited
report as 3.2 and subsequently have now been reported as 3.3 and so forth.

3.6 Audit of Mirpurkhas Zone

The report of the auditors in the audited report in respect of the above Zone
previously listed in para-72 of the minutes of the 219" meeting have been
reworded as follows:- ‘

During Auditors routine visit of Mirpurkhas Zone for audit purposes, Auditors
noted that bank ledgers were not updated and consequently not reconciled
with the balance as per bank statements. Auditors were represented that
this happened due to sickness of concerned accountant and were asked to
depute audit team again for verification of these differences after the
management has worked upon the same. Their team was deputed twice
with the consultation of management for verification of these differences and
Auditors noted that the net difference has substantially been reduced to
Rs.372,504 {(Collection Accounts — Rs.961,716) less (Disbursement
Accounts — Rs. 1,334,220) } and the management is continuously working
on to resolve these differences.

Auditors understand that the bank reconciliation statements are important
tool to control bank balances, therefore, management should look into the
reasons for such a material control weakness and controls should be putin
place to avoid such instances in future.

CHAIRMAN’S
INITIALS
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3.6  Staff retirement benefits

The report of the auditors in the audited report in respect of the staff
retirement benefits previously listed in para-72 of the minutes of the 219"
meeting have been reworded as follows:-

The Corporation is not carrying out actuarial valuation for determination of
present value of the liability relating to compensated absences.

Further, the auditors would like to draw your attention towards treatment of
recognition of liability for compensated absences. In the case of policy
relating to employees who have not opted for rule 32 of the Employees
Service Regulations, 1973 the liability is being recognized on the basis of
total earned leave balances as at the year-end which in some cases exceeds
the maximum ceiling of one eighty days. This is resulting in the recognition
of excess provision. Furthermore, in case of employees who have opted for
rule 32 of the said regulations, the liability is being recognized on the basis of
total earned leaves whereas, only two third of those leaves are encashable in
the next year.

The auditors recommended that management should determine the present
value of the liability relating to compensated absences using actuarial
calculations and a provision should be made accordingly.

3.9 Contingencies

The report of the auditors in the audited report in respect of contingencies
previously listed in para-72 of the minutes of the 219" meeting have been
reworded as follows:-

Auditors have been informed by the Management that there havé‘been no
transactions with related parties other than those stated in note 31 to the
financial statements and that these transactions have taken place at arm's
length basis.

3.12 Tangible Fixed assets

The report of the auditors in the audited report in respect of tangible fixed
assets previously listed in para-72 of the minutes of the 219" meeting have
been reworded as follows:-

(@) Contents of fixed assets register and periodic physical verification

The Corporation does not maintain fixed assets register properly as required
by section 230 of the Companies Ordinance, 1984 read together with
Technical Release 6 (TR-6) ‘Fixed assets inventory and records’ issued by
the Institute of Chartered Accountants of Pakistan. The said TR states that
adequate itemized record of fixed assets should be maintained and suggests
certain minimum particulars. Further, it requires physical verification of fixed
assets on a cyclical basis (perpetual inventory) according to a formal plan
once in every five years. The physical inventory should be reconciled with
the fixed assets records and adjusted accordingly.

CHAIRMAN'S
INITIALS
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34. The Board directed that the accounts of subsidiary companies of State Life
Insurance Corporation of Pakistan i.e. Alpha Insurance Company Limited, State
Life Lakie Road Properties (Pvt) Lid and State Life Abdullah Haroon Road
Properties (Pvt) Lid., should have been incorporated in the audited accounts of
State Life Insurance Corporation of Pakistan as is done by the companies under
Companies Ordinance, 2000 and International Accounting Standards-27.

35. After thorough discussions, the Board resolved as under:

RESOLVED: o

The Corporation maintains a fixed assets register which only contains the
particulars, cost and date of purchase of assets. Depreciation is calculated
separately using Microsoft Excel Spreadsheets. Neither the fixed assets are
physically verified and reconciled with this register nor is the depreciation
recorded in it. The auditors recommended that the fixed assets register of the
Corporation should be properly maintained to provide the following minimum
details for exercising physical as well as accounting controls:

e Class of the assets

» Depreciation rate, useful life and method of depreciation
e Accumulated depreciation

¢ Book value of the assets

e Date of disposals

e Gain or loss on disposals

¢ Mode of disposals

The auditors also recommended that the Corporation should formalize a
policy of periodic physical verification of fixed assets and the reconciliation of
its results with the fixed assets register on a cyclical basis at least once in
every five years.

(i) “that the (a) Financial Statements comprising of Balance SHeet, Profif
& Loss Account, Statement of Changes in Equity, Revenue Account,
Statement of Premium, Statement of Claims, Statement of Investment
Income, Statement of Expenses and Statements of Cash Flows and
(b) Regulatory Returns comprising of 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 alongwith notes to
the Accounts and Auditor report thereon for the year ended 31°
December, 2010, are approved.”

(ii) “that the transactions and adjustments relating to additions at cost of]
fixed assets and investment properties including capital work in
progress, disposal of fixed assets and investment properties at cost,
Purchase of TDRs, investment made during the year at cost in
Pakistan Investment Bonds, Treasury Bills, Units of Funds and
Ordinary Shares of Companies, disposal of ordinary shares off
companies, disposal of mutual units, reversal of provision of
impairment of investments and receivables, provision of employees
retirement benefits, bonus to employees and cash dividend paid to

CHAIRMAN'S
INITIALS
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-explained about surplus figures of Pakistan Business and Pension Fund and

shareholders in 2010 relating to 2009 incorporated in the financial
statements and details of which are given at Annexure-A to the
Auditors Report, Annexure-6 to the Memorandum and Annexure-B-6
to the minutes, are approved.”

(iif)“that the Chairman, State Life Mr. Shahid Aziz Siddiqi, Syed A. Wahab
Mehdi, Director, Mr. Aslam Faruque, Director and Malik Asrar Hussain,
Executive Director(F&A) are hereby authorized to sign the financial
statements and regulatory returns for the year 2010 approved by the
Board of Directors at (i) above.”

ITEM (4) ACTUARIAL VALUATION FOR THE YEAR ENDED 315"
DECEMBER, 2010 TOGETHER WITH RECOMMENDED
BONUS TO POLICYHOLDERS.

36. Mr. Shujat Siddiqui, Appointed Actuary and Mr. Faisal Mumtaz, Divisional
Head(Actuarial) joined the meeting. DH(Actuarial) gave a presentation on the
salient features of Actuarial Valuation for the year 2010.

37. DH(Actuarial) presented before the Board a Memorandum dated 19" April,
2011 of the Appointed Actuary regarding Actuarial Valuation report of the insurance
policies of the Corporation as on 31% December, 2010. DH(Actuarial) briefed the
members of the Board on the salient features of the Actuarial Valuation details. He

bonuses recommended by Appointed Actuary for Rupee Business for the year
2010.

38. The Actuarial Valuation of policyholders liabilities as at 31 December, 2010
in terms of Section 50(1) of the Insurance Ordinance 2000 is based on audited
balance sheet as at 31* December, 2010, and revenue account for the year ended
31% December, 2010 respectively initialed by the Auditors and provided to the
Actuarial Division and all other relevant information required for carrying out the
actuarial valuation of the policyholders liabilities as at 31%' December, 2010. All
policies except those valued by accumulation of premiums have been valued in
terms of the minimum valuation basis prescribed by SECP in Rule 20 framed under
Sub Section 5 of Section 50 of the Insurance Ordinance, 2000 and Section 34 of
Insurance Ordinance 2000 read with paragraph 1.7 of SECP guidelines on
compliance with specific aspects of IFRS 4.

39. The position of surplus figures for Pakistan Life Fund and Pension Fund for
last four years is given at Annexure-C-1 to the Minutes.

40. The statistical summary of annualized yield on fund, renewal expense ratio,
overall expense ratio, number of individual life policies, and gross premium in
respect of Pakistan Life Fund and Pension Fund is given at Annexure-C-2 to the
minutes.

41. The Appointed Actuary in his Memorandum submitted that the Corporation
has achieved a growth of about 34% in the individual life first year premium which
has increased from Rs.7,225,141 thousand to Rs.9,670,209 thousand whereas
second year renewals have increased from Rs.4,493,715 thousand to

CHAIRMAN'S
INITIALS
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Rs.6,247,376 thousand and subsequent renewals from Rs.13,280,662 to
Rs.16,153,923 and group premium from Rs.3,559,773 to Rs.3,740,388 thousand
respectively in the year 2010 from the year 2009. The growth in the Group Life
premium was over 5%(excluding deposit administration). This is commendable and
the efforts of the management and the field force need to be greatly appreciated.
The increase in the total premium collection was over 25%. While growth in new
business is extremely important for the Corporation and the insurance industry in
general and should be encouraged, a steep rise in new business also gives rise to
“new business strain”. The Corporation is financially sound and can absorb the new
business strain but for the business to remain profitable in the long range it is vital
that persistency be maintained at a high level. In recent years the individual life
business persistency has increased significantly. It is important that persistency be
further improved and constantly monitored at the highest level.

42. The Appointed Actuary in his Memorandum informed the Board that during
the year under review the interest rates increased following an increase in the State
Bank’s discount rate. As a result the yield on Pakistan Life Fund depicted a healthy
increase. The Corporation is taking part regularly in the PIB auctions and has been
able to place sizable amounts at good yields. Since the Corporation’s liabilities are
long term, investment is being made mainly in long term PIBs.

43. The year witnessed massive floods in the country which devastated a large
section of the population. The high inflationary pressures continued owing largely to

- high commodity and fuel prices. The industrial sector was adversely affected by the

power and gas shortages and high inflation. However, despite these adverse
developments, recent data indicates evidence of a nascent recovery. According to
the State Bank of Pakistan, the ongoing economic revival in developed markets
post the financial crisis has led to tangible improvement in orders for export-based
industries. Furthermore, higher inflow of workers’ remittances and better agri prices
continue to provide impetus to domestic demand. The stock market remained
largely stable without any steep movement either way.

44. The Board was informed that SECP have prescribed maximum expense limit
vide their circular dated 28" April, 2006(circular 6 of 20086), according to which the
expense limits will gradually reduce each year until 2012, where after they will
remain fixed. Recently the SECP has revised these limits for the years 2011 and
2012 vide Circular dated 18" March, 2011 (Circular No. 7 of 2011). In the light of
these circulars, the relevant limits are given in Annexure-C-1 to the Minutes.

45, The Corporation operates a reversionary bonus system under which bonuses
are paid together with the sum assured at maturity or death. Surrender value of
attaching bonuses is also payable on surrenders subject to policy conditions.
Bonus rates depend on the type of policy and its tenor. In addition to reversionary
bonuses, the Corporation also declares terminal bonuses of different types. It is
important that the bonus system remains equitable as far as practicable.

46. The details of recommended bonuses for Pakistan Rupee Business and
Specified Major Surgical Benefits are included as Annexure-C-4 and C-5 to the
minutes. The Appointed Actuary in his Memorandum has recommended that in
the light of valuation results as at 31% December, 2010, the existing bonus rates
including the terminal bonuses be continued without change whereas the loyalty

CHAIRMAN'S
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bonus declared for the first time in 2007 will remain valid for the valuation year
ended 31° December, 2010.

| 47. The Appointed Actuary in his Memorandum has highlighted the issues to be
addressed by the Corporation which are as follows:-

a) The Corporation is currently writing conventional business only. To
keep pace with the changing times and the needs of the potential
policyholders, | suggest that the management may consider
embarking on investment linked products which are presently in high
demand. This line of business will help the Corporation to maintain
its market share.

b) The Corporation has recently established a bancassurance cell. Itis
hoped that this distribution channel will in due course become an
important source of high quality business for the Corporation.

c) The average premium size of the Corporation is much smaller than
the levels prevailing in the market. The lower premium size is partly
responsible for the high expense ratio of the Corporation. With the
advent of bancassurance, the average premium size of new business
is expected to increase.

48.  The Appointed Actuary in his Memorandum concluded that on a solvency
and capital adequacy basis, the Corporation has sufficient reserves to support
policyholders liabilities.

49.  Bonus recommendations for the inter-valuation period are attached as
Annexure A, B and C with this Memorandum and Annexure C-4 and C-5 to the
Minutes.

50. The Board is requested to approve recommendations of the Appointed
=\ Actuary for Bonuses for Pakistan Rupee Business.

51.  Accordingly, the Board was resolved as under:

RESOLVED:
Action: (@) “that the Actuarial Valuation and recommendations in respect of
ED(Act) bonuses for Pakistan Rupee business and Specified Major Surgical
DH(Act) Benefits to policyholders as on December 31, 2010 at Annexures-C-1 to
C-5 to the Minutes as proposed by Appomted Actuary in his
Memorandum dated 19™ April, 2011 are approved.”
Action:
ED(Act) (b) “that an action plan on the issues highlighted by the Appointed Actuary
ED(F&A) be prepared to keep pace with the changing time and the needs of the CHAIRMAN'S
3:}?22, potential policyholders in the highly competitive insurance market.” INITIALS

) (c) “that DH(Actuarial) submit a position paper giving therein details for the ==
éfat'ﬁﬂi; last five years of investment income under various heads i.e. mark up,
DH((Act) income from sale of bonds, dividend income and capital gain from sale

of securities including stocks.”
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ITEM (5) PRESENTATION ON BREAK DOWN OF EACH ITEM OF CAPITAL
EXPENDITURE APPROVED FOR THE YEAR 2010 AND LAST FIVE
YEARS TREND OF INCOME AND EXPENSE VIS A VIS BUDGET.

52. Executive Director (F&A) gave a presentation before the Board on break down
of each item of capital expenditure approved for the year 2010 and lat five years
trend of income and expense vis a vis budget.

53. While discussing budget for the year 2011, the Board of Directors in its 219"
meeting held on 22" and 25" April, 2011 directed F&A Division as under:-

a) Submit a detailed breakdown of each item of capital expenditure budget
approved for 2010 and its comparison with actual expenditure for the year
2010 in respect of each cost centre i.e. Divisions, Regions and Zones.

b) Comparison of last five years trend of income and expenses of actual vs
budget through use of charts and graphs. The historical growth of
individual zones for the last five years be also submitted highlighting first
year premium, second year premium, renewal premium, persistency and
break down of various expense.

o4. Accordingly, F&A Division submitted the following information asked for in
para-a & b above to the Members of the Board for perusal which was noted:-

i Details of capital expenditure vs. approved budget.

ii. Comparison of actual capital expenditure with approved budget for the
year 2010 in respect of each of the Region/Zone.

iii. Comparison of budget figures with actual figures for the period 2006 to
2010 in respect of first year premium, second year premium, renewal
premium, group premium, total net premium, investment income net of
expenses, Real Estate income net of expenses, total inctﬁne, field
expenses, Area Managers expenses, policy stamps and medical fee,
administrative expenses, total management expenses, payment to
policyholders, total outgo, investment expenses, real estate expenses
and renewal expense ratio.

iv. Historical growth of individual lives Zones and Group life zones for the
year 2006 to 2010 highlighting first year premium, second year
premium, renewal premium, persistency and breakdown of various
expenses.

55. The above information was noted by the Board.

ITEM (6) POSITION PAPER ON CURRENT STATUS OF IMPLEMENTATION
OF PRE-PACKAGED SOFTWARE SOLUTION.

56. Executive Director (IT) presented before the Board, a Position Paper on
current status of implementation of Pre-Packaged Software Solution.

57. The Board of Directors in its 218" meeting held on March 21, 2011; desired
to present updated project progress report in the next Board Meeting. In
compliance of the board directives, subject position is furnished as under:

CHAIRMAN'S
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A. 7" meeting of IT Steering Committee was held on March 21,2011; inwhich a
) detailed briefing/discussion was held regarding project progress and
establishment of Data Centre. The IT Steering Committee expressed its
satisfaction over the pace & methodology of implementation of the Pre-
packaged Software Solution and recommended for the proposed re-
appropriation of the budget. The Committee also gave go ahead for initiating
bidding process for the Data Center. The minutes of the meeting are placed
at Flag-A to the Memorandum.

B. Module-wise status of the implementation of Pre-Package Software Solution
is as under:

= Group Life Administration System Module - (GLAS)

e Gap Analysis Document for this module got signed-off from relevant G&P
Zonal Heads, PHS & Claims in-charges and subsequently from Divisional
Head (G&P) and Divisional Head (IT) on 10th February 2011.

e As per process said document has been forwarded to SHMA for further
process. SHMA is working on customization of this module. As per initial
plan SHMA has to deploy the customized module in June 2011.

HRM & Payroll Module — (HRM)

e Based on detailed walk-through sessions, product demonstrations and
Gap documentation sessions; draft Gap Document for HRM & Payroll
Modules have been prepared.

* The draft Gap Document has been circulated for review of respective User
Divisions and other stakeholders. Implementation Committee for this
module has conducted various sessions with relevant ‘users for
comprehensive user review & validation of said Gap Document. The final
set of changes identified during these sessions has been communicated
to SHMA. Sign-off process for this Gap Document will commence once
SHMA provides final Gap Document with incorporation of identified
changes which is expected by end May 2011.

Fixed Assets Module — (FA)

e Detailed walk through & Gap Analysis sessions were scheduled for users
- GS Division PO, Karachi South Zone & Real Estate PO. This resulted in
preparation of draft Gap Analysis Document.

e The above document has been reviewed by the concerned stakeholders | cuaimmans
INITIALS

and signed-off on 14" April 2011. As per process said document has been
forwarded to SHMA for further process.

e SHMA is working on customization of this module. As per initial plan
SHMA has to deploy the customized module in July 2011.
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GL Module

* The related resources of the User Division (i.e F&A) remained fully
occupied with their routine work, annual closing activities and finalization
of annual accounts. That's why; Gap Analysis activity, which was
expected to be completed by the end of December 2010, could not be
accomplished within stipulated time.

e On the basis of gaps identified by F&A Division, 1 draft Gap Document
was prepared and reviewed by IT Division. Subject specialists were called .
by F&A Division from various zonesfregions and sessions for
comprehensive user review & validation of said Gap Document were held
on 17 — 20 May 2011.

* Presently, IT Project Office is in process of compiling the identified gaps
and would be able to forward final draft Gap Document to SHMA by end of
May 2011. In view of the above, Gap Analysis phase for GL Module will be
completed by 31 May 2011.

Individual Life Administration System Module - (ILAS)

e The Individual Life Administration System Module (ILAS) covers almost
80% of the core functions of State Life which includes following sub
modules:

= New Business

= Policy Conservation & Alterations

= Reinsurance 5
= Claim Management

= Agency Admn./Commissions

e The draft Gap Analysis Document for New Business, Policy Alterations,
Reinsurance and Claims Management has been prepared/reviewed and
provided to SHMA to initiate customization in parallel with formal sign-off
from relevant stakeholders. It is worth mentioning here that reviewed Gap
Document has been provided to SHMA with an understanding that any
improvement suggested by the stakeholders during sign-off process will
be accommodated accordingly.

* The implementation committee for Agency Administration/Commission
sub- module prepared complete business process document, relevant
meta-data & business rules. Subject specialists related with Agency
Administration were called by Marketing Division from various
zones/regions and sessions for comprehensive user review & validation of
said Gap Document were held on 3 — 6 May 2011.
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