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The 31st meeting of the Board of Directors of State Life
Insurance Corvoration of Pakistan was held on Wednssday, the 14th
May 1375 at 10.00 A.M. in the Board Room of the Corporation a
Karachi.

The following were present :

Mr., Risz Ahmad Naik Chairman
Mr, S.Hasan

Mr. D.,Quraishi

Mr. P.3equeira

Mr. S.A.Walajahi

Mr. M,Zulgarnain

e e

AT

— Leave of absence was granted to Mr.S.F.,Alan.

Mr.Nissr Hussain, Asstt:General Manager (Admin.) and
Mr,11.Sadig Khzn, Secretary Bozrd were also pr:gent.

The followinz dbusiness was transacted:

ITEM T: COWFIRMATION OF THE MINUTES OF THE Z0TH BOARD MEETING

The minutes of the 30th meeting of the Board held on 19-2-1975
were confirmed, subject to the following asmendments:

(1) Ttem XVI(2)(iv):= "Cash Remittances from the three Units
of State Life during the year ended
313t Decenber,1974.

(a) Third paragraph, under this item wag amended to read

as follows:

)

& "Mr.S.Hasan remarked that the real problem was that
the growth of the life fund was only about 18% of . the
premiunms. This being the case, the Units could not be
expected to remit more than 18% of the premiums. The
balance was needed to meet their outgo on claims,
gsurrendersg and expenses, Main attention should be
directed to increasing the growth of the 1life fund by
reducing expenses, surrenders and lapses, and increasing
the premium income, The delay in remittance, as such,
appanred to be a relatively minor problem."

(b) TLast paragraph under this item was deleted.

(2) Ttem IVI(4):= "Area Managers".

In the beginning of the Note, vnder A(i), after the
words 'This requirement' the words and comma "mutatis
mutandis," were added, making it read thus -~
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"Mote: This reguirenment, mutatis mubtandis, is already
incorporated in the Appointment Letters of Avea Manager
under the Wew Scheme."
ITEM ITI: TO_CCHNSIDER AND APPROVE TIIN BUDGET FOR 197F,
™e wevenue budeet of the Corporation for 197%, together with
the corresponding 14 months aulitel figures for 1977 and the
unaudited figures for the year 1974 were presentesd to the Board.
Pourd me flng held oun 19.2.1575, the consideratiox
& BT ?cruti," o 1oy
W Lo i « Howaver, the
Ld not revizas either the p3th Ldl egtinates of income or
-~ ,1d1tur,
! ¥ 2
if for consideration the ecotimat of
s ure for the year 1975, Viewad jagainst
b rformance during 19” (I the Board felt
i P were rather on the nigh side in the
18 ts, While the income projection were corrected
somcwhcf to he more realistle, for purposes of projections of
expenditure a growth 1ute of 12%% in FYP was talen as the bench-
mark for 3 nese esbimates of income taking their
proposed blen, tne renewal expens worked
oul at rouy was considered to be on rde,
In order penges within ressonaple 1 erpen=-
diture budgets of 'A! & 'B' Beema Units, were redu: 40 lac
each and of 'C' Beema Unit by .70 lac, This wag ex )
contain the Unils' renewal expense ratio at 20%7. Siwm in
order to reduce 'he loading of expenses of the Principal OfTice,
the Budget of the Principal Office, excluding Cverseas, Invesbuent
and Real Tistate Departments, was cut down by .21 lac. For group
insurance business, agswuning that the overall premium income, old
4 as well zs new, will be at lzast .6 crore, the exvenges wvere
expected to be reduced from 8.97% to around 7 7%, thus making a
saving of RB.12 lacs in the budgeted expendit/ire. These reductions
will be over and above the reduction in expenses ariging as a
result of the implementation of the recommendations uf the Review
Committee ¢3p01ntco by the Government. The position of savings
to ve effecled in the proposed Budgels is summavised below -
'A' Beema Unit Fs.40 lacs
'BY Beema Unit fs. 40 lacs
'3 Beemn Unit Bs.30 lacs
Principal Office 2s.21 lacs
Pse1.31 crores
In the light of these recommendations the Principal Office
and the Gerfral Managers, were re qulred to make necegsary adjust-
ments in tlieir resgpective hudgets. Although the expense ratio is
projected on a growbth rate of 12%% in FYP, the Doard emphasised
that the Units ghould make every endeavour to achieve a growth
rate of at least 15% over 1974. Based on the actual FYP during CHAIRMAN'S
1974 each Unit was reguired to fix a target of 15% incrense e
during 1975,
RO
ACHI.
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In the cage of Overseas Division, the FYP foxr 1975,
excluding Gulf husiness, was estimated at %.17 lac and renewal
premlum income at R 4d lac. The renewal expense ratio was
stimated at last yaal s level viz,nearly 14%. Should, however,
tqn Overseas Div131on were to open branches in the Gulf States, |
the increase in exvenditure was left to be decided by the
Chairman in consultation with Executive Director (Overseas).

o'

The Board did not approve the proposed capital budget.
However, any capital expenditure to be incurred by the Units
and the Prinecipal Office during 1975 was required to be approved
by General Managers/Ixecutive Directors on a case to cage basis
fmm‘he@mummm

ITEM ITI: TO CONSIDER NOTES TROM MR.S.HASAN REGARDING:-

(1) Financisl Problems of the Corporation:

The Doard took up for congideration, Executive Director
(Actuarinl)'s note on the above subject. It was resolved that
imnediate steps should be taken to restore the bonus earning
power of the premium rates by (a) bri nging the expenses down
to the bare minimum and (b) inereasing the premium income -
new and renewal - vigorously, 1nn1ud1ng introduction of new
Vhile preyaring new nlano, account should be tzken of thg
current trends both at home and abroad.

(i1) CGrouo Tern Insurance Schems for Peasants &

Acricultursl Land Tensnts.

The Dozrd considered the Scheme and deferred it until the
sed on the

land tenancy TBbULdS and revenue system were moderni
lines being planned by the Govern:.ent,

Habib Bank Group Staff Policv = Tast Pakisbtan

)
Claims:
The Bosrd considered the note by Txecutive Dircstor
(Actuarial) on the alove subject, The policy e<cluled only
"war and hostilities,®

The dsaths entirely happened in
March and 27th June 1371. It wos deci
not excluded fron cova >

Thﬁ Bourd thewefo“e approved tion
tneled a7
of nd

13t 131“» hear
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ITEM IV: INVESTMENT:

(v) Duggestion to provide for car rental to Divectors
v 1 0l State T;j_fe (443 8
The Poard deferred congideration of this ilen,

io1: of Congolidated Sugar Mille Limited

o A‘xl‘* ‘
’ for o debenture loan of Bs.25 lac.
Mxecutive Dirvoctor (Investment) placed before the Poard his
meno No.INV-8/75 on the zbore subiect,
The BPosrd was informed that Consolidated Supar Mills Ttd.,
hag nqu&Q to State Life for purchase of its debentures
al 3 to Rz 25 lazces, oub of a total issue of £5,1.30 crores.
The proceeds of the debentures would be utiliged to I et the
construction cost and permanent working capital regulirements of
the Compuny's Sugar Mi1l project to be set up neor uamuut in
district Kholrpur (9ind), It will have &
2,000 tong of sugnr cane per day.
The total cost of the project is estinmsted to be B5.1,587.26
lacg including net working capital reguirements of Bs.60 lacs.
The plant and machinery will be imported from France, sgainst
TIC currency loens totalling %5.,1,127.36 lacs
e

rapital of the vompwnw ig BB
crore —50 oL whwah wi1

The Bo
Company's a

AMAZOO L.TD,

&co, (p.) LTD, .
KARACHI,

L: 239856
3/11-72/500-139 (_,

ard avproved State Life's subscrintion to
ebentures to the extent of %.25 lacs on the following

50 croreg and
invested

The projection of the Company's production,
profits in the future indicates a satisfactory positi
Cowp ol agreed to arrange a continuing Bank suarontee
the 1"@ntur,5, which *1¢ nna11rv A8 AN
iﬂ‘.niw»nu’ under the Insurance Act 1938,

the

Q

Lerms and conditicnsse
1o Project examination and prof@qsion&T assistance fee
@ 5% of the nominal awmount of debentures tc be taken
uo by State Life,

e e
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2.  Commitment charge @ 13% per annum payable quarterly
on the principal amount of debentures remaining undis-
rsed frow time to time, commencing after 30 days from
the date of sancition by the State Life's Board of
Directors.

3. Interest @ 337 above the Bank Rate in case of convert-— ‘
ible debentures and 4% above the Bank Rate in case of
non~convertible debentures, Interest would be payable
half-yearly, In case of convertible debentures, 20%
of the debenture loan would be convertible intc ordinary
shares at par value at the option of State Life at any
time during the currency of the loan.

o~ 4. Penal interest @ 2% over and above the rate of interest

specified at (3) above on all sums remaining unpaid on

due dates,

5e Security to be first charge on fixed assets and a
floating charge on current assets. In addition, deben-—
tures to be taken up by State Life would be additionall,
secured by a continuing bank guarantee in form and
substance, acceptable to State Life,

6o Redemption to be in ten half-yearly instalments after
iod of two years.

T Prior to the disbursement of the debenture 1

LY

a) The sponsors to furnish evidence to the effect that
gubscription to the share capital proposed
paid up, hee been arranged by the sponsors/under-
writers;

. b) The company to furnish evidencs that comaitments
- have been made by other institutions for the balance
amount of debentures (Rs.1.05 crore);

¢) The company to produce letter of approval by the
Controller of Capital Issues for the issue of
debentures,

L i.‘ff“» ®
3. The company to furnish inférmation on its operations
as and when required by State Life,
9. Such other terms and conditions as State Life way

brescrive,
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I L] . . k3 , -
! i) A}Dll?ﬁt;ﬁn of Alean Enginaﬁrmng'Industyiws Tor a ﬁ
debenture loar af M,15 lac, ;

Exeﬁutive Directﬁl(l w,.) placed before the Board hisz memo-
randwn Mo, INV-2/75 on the ahove subjeet.

& that Allwin Engineers striss ITitd.

1 Co. has applied to ot~:¢
aounting to Be15 lacs, out of a
s. The p.r.‘oceeﬁ.é: of the deben-
ng the working capital require-

for

- The company originally a partnership concern, was organised
and incorporated private limited cowmpany in 1951 and was
a2 later converted a public limited company in February 1970.

W
a
!
The paid up capital of lhe company has since beer rsised Lo
&.EC laes, % operates for the manufacture of aulomotive equ 1ip-
ments and sp%’e rarts and hag technical collaboration with Asso-
i ingineering Ltd., of England,

a
]

and long term financial position of the
1’ satisfactory, It has paid divi
ept for 1972 due to alte-effects of

.L

agreed to provide performuirncs=-cum-repayment
crr and substance acceptable o State Life,.

The compuny ha
bank guarantes in
The debentures of the company qualily as an "gpproved investuents"
wider the-Insurance act.

Hy, 7

mis

The DBoard approved State Life's S purchase of uompany‘" pro=-
Posed debentures in the amoant of B.1 laces on the following
terms and conditious:

1o Project examination and professional assistauce fee
@ %% of the nominal amount of debenturcs to be taken
up by State Life,
2o Commitment churge @ 1% per annua payable guartcrly
on the principal qmuunt oi debentures reuu¢u¢ug U=
disbursed Trow time to time coumwencing after 30 days
from the dabe of sanction by the State Lifc's Doard
of Direclors.
. Interest @ %1% zbove ﬁbu Bank Rate la case of conver-
tible debewntures and 4% above the sSank Rute
in case of hdu"bOu"ALUlbld debentures. Interecst would
e yayaule half-yeuriy. Iun case of converiible deben-
cu¢uo, 20/ of the debenture loan would ve convertible
invo ordinary sharcs ab par value at ths option of
stave Life at any vime during the currency of tae Loai.
4. Peual interest @ 2% over and above the rute of iuterest
Specified at (3) above on all sums remaiiing unpaid on P
due aatc. CHAIRMAN'S
INITIALS
D¢ Jecurity to be a first churge on Tixed asseis cad &
Tlootling shapye & 1etse T odditlon deben-
az00 1o, tures to he takan ug T would Be additionally
\RACHI,
239856

1-72/500-139 ’ i ) R T ) -
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e

red by a continving bank guarantee in form ond
substance acceptahle to State Life.

6. Redemntion to be ten hal
grace perio ;

7. Pricr to the disbursenent of the Acbenture lown:

a) the conpeny to furnish evidence that comwiimerts
" *+ - . - f
have been mede by other institytions for® the bilance
apount of debertures (R.35 lae); '

b) the ceomreny to produce letter of approval by the
Coniroller of Capital Issues for the Issue of

ko S S 51 P
A DEeTTONITS.

e) the company to appoint Trustees to the proposed

debenture trust deed with the prior approval of
s T2
State Life.

8. The conmpany to furnish information on'its operations
as and when required by State Life.

9. Such other terms and conditions es State Tife may
prescribe,

(11i) Request of National Refinery Ltd.for exemplion from
bhank guarantes on the debenture lozn preposed to be
advanced by State Life,

~ Bxecutive Director(Inv.) presented to the Board his memo-
randum No.INV-11/75 on the above subject.

The Board was informed that the Bxxcutive Committee, in its
meeting held on 13.2.74, had approved the application of
National Refinery Ltd. for purchase of its B-Series debentures
amounting to Rs.75 lacs, out of the total debenture issue of
Bs«551.65 lacs.

The terms and conditions, inter-alia, stipulated that the
debenture loan would be secured by first charge on the present
and future fixed assets and properties of the compeny, with a
floating charge on the current assets. In addition the compony
was to arrange a guarantee by PICIC or a schednled bark or an
authority constituted by any Federal or Provinecial law, in form
and substance acceptable to State Life, for payment of instal-
ments of principal and interest on due dates.

The compuny has now requested State Life to dispense with
the sdditional security by way of a guarantee. This guarantee
was required with a view to bringing the company's debentures
under the ambit of 'approved investment' as defined in the
Tnsurance Act, according to which debenture of a company in
which Government sponsored Corporation(s) own atlesst 25%
equity interest qualify as an approved investment. The company
has confirmed that its shares acquired by the Government and
held by various Government institutions including State Life
come +0 62.05% of the outstanding shares. The company has good
prospects of reasonable profit and cash-floyw following imple-
mentation of the company's expansion programumne,
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The Board approved that State Life may agree tc dlspense
with the condition of bank guarantee and secure the proposed
debenture by creating a. qut charge on the fixed assets and
properties of the company's expansion project with other terms \
and conditions remaining unchanged.
(iv) Measures Tor improvement of casgh’remittances
from the three Units of State Iife.
Executive Director(Inv,) presented to the Beoard his memo=-
randun No,INV-12/75 on the above subject. 4
|
The Board was informed that as followup action on the T
decision taken in its last meeting held on 10,2,75, Bxecutive
— Director{Inv,) held a meeting on 22,2,75 with the three General
Manzgers and the Chief Accountants to consider measures te
overhaul and improve premium collection and cash remittance
systen, The 1deal sclution of the problem WEE, of course
thought to be centralisation of receipts and disbursement Of
accounts. But, anurtuna sely, the consensus was rot in favour
of adopting the game, It was, therefore, decided to appoint
sub=-Committee consisting of the Chief Accounts !t? of the three
Units and the Principsl Office €y AssttiGeneral Manoger(Inv,) and
a representative of Audmuozh, leggrs Pord Rhodes and Morrow, to
‘ gtudy the problem in depth, The gub-Committee met on 21.4.75
and hag made the following recommendations ained at strean-
lining the systenm ofs
{+ The threes Decrne Tnits and the Principal OFffice shall
call for vee'JJ Bank Stztements of all their premium
“011~‘t“"T/‘WTL9ﬂ+IQLSEWFSPmQIf accounti, The reapective
: offices shall prepare check lists showing the pcbltion
} with regard to recelpu cf Benk statementvs and their
reconciliiation., The delay in submission of the
- weeuxly JSank svatements by a bank branch in coavras=
vention of our instructions will be taken seriously
and dealt wilu al lhe appropriate level with the
Doak concerned.
Ze QThe Deewa Units will prepare on a wontily basis &
Suwmary Sivatement showing the amount of casii coliected,
disbursed and. bu;p;us cashh remitted 1o lne Yrincipal
Office aiongwivh the iist of &efaulting baik brancines.
Lhe said statements will Le Lorwarded by wuc Unitls
after gevling thei duly reconciled, to the Irincipal
Cifice Ly the 20th of the foliowing wonvii.
“pprcuEub¢uub wers oxy¢dbbed aboulb tihe praciicability o
iue above recoumendavions vecause it involved a lengbhy pi Oc 58
0f reconciiliation.
Iy was pointed out that unless the exact nature of Giffi-
culties weire idenivified, it will uot e pussxu;e to take
effective vewedial measures. The arrangement suggested by the [
sub=-Couwiuitlee was a step in that direction, and it nesded to INITIARS
be givew a Lfair wwial. 4Lis success would, 0i course, depend
U on a cluse aud elleciive follow=up of bank statemeinnivs, Lhelr

0. (p.) LTD,
RACHI,
239856
~72/500-139
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reconcilliation and timely reporting by the Units. Failing
this, there would be no other alternative but to centralize
the receipts and disbursements account. This might be all
the more nscessary to exercilse vigorous control on expenses
which is the key problem facing the State Life today.

After due consideration, the Board approved the above
recommendations and desired that a periodical review of the
working of the proposed arrangement should be placed before
the Board. '

-

The meeting ihen ended with a vote of thanks to the Chalr..

' 17 ] 7€

Chairman
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