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The emergency (38th) meeting of the Board of Directors of State Life
Insurance Corporation of Pakistan was held on Monday/Tuesday the 16th/17th
February 1976 at 3,00 p.m. and 12,30 p.m. respectively at Karachi,

The following were present:

Mr, D.M. Quraishi Chairman
Mr, M. G. Hasan

Mr, S, Hasan

Mr. P. Sequeira

- Mr, S.A. Walajahi

Mr. M. Zulgarunain

Mr, Nisar Hussain, AGM (Admn) and Mr, M, Sadiq Khan, Secreta,ry-Board vere
also present, .

The following business was transacted: ‘ k

ITEM I: CONFIRMATION OF THE MINUTES OF THE 37TH MEETING
' OF THE BOARD HELD ON 6TH DECEMBER 1975,

The minutes of the 37th meeting of the Board held on 6th December 1975 at
Karachi were confirmed subject to the following correction:

Under Item V - To consider and approve recovery
of medical expenses — Non-medical cases,

In para 9, the words "E.D. (S&D)" occuring in the last sentence were
— changed to "E.D, (PHS)",

ITEM 1I: TO CONSIDER AND APPROVE THE DRAFT AID-E-MEMOIRE
DEFINING THE ROLE OF THE BOARD OF DIRETORS, THE
EXFCUTIVE COMMITTEE OF THE BOARD AND THE CHAIRMAN
AND GRANT GENERAL POWER OF ATTORNEY TO THE CHAIRMAN,

The Board discussed the memorandum on the subject and decided that unless
otherwise specifically requlred by the Board, only the following matters sheuld
be brought to the Board for its consideration and approval,

1, Budget of the Corporation;

2. budget of any particular project or sphere of the
Corporation's activity which the Chairman may place
before the Board;

3. review or revision of the budget by the Directors or
any addition thereto or deletion therefrom;

4. matters pertaining to the framing, amendment or revision
of rules or regulations framed or to be framed under Life e ————
Insurance (Nationalisation) Order 1972; o

INITIALS

LAMAZOO LYD.

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

EL; 239856

43/11-72/500-139




38TH MEETING OF THIY BOsRD OF DIRRECTORS

PAGE No. 364

HELD AT oN TIME

Karachi onday/Tuesday 16th/17th February '76 13.00/12.30 p.m,

CHAIRMAN'S
-INITIALS

56

8,

9.

10,

11,

12.

13.

recommendations or comments intended to be submitted

to the Pederal Govermment in respect of laws, rules or
regulations affecting in any manner the Corporation or in
respect of eny policy of the Federal Govermment having
effect on the business, interest or the working of the
Corporation or matters in which the Corporation is in any
way interested;

to ‘consider the issue of any major new type or types _
of insurance policies or underteking any further insurance
business or any other businessj

investments in and underwriting of new issues of shares and/
, or debentures of companies where such investments or under-
writing is in excess of Rs. 50 lacss

investment and disinvestment in real estate where the
investment exceeds Rs, 50 lacsj

quarterly, biyearly and anmual review of the operations

of the Corporation and matters relating to or arising from
such reviews and laying general directions and policies as a
result thereof;

approval of annual report and accounts including
appropriation of profits and approval of appropriation
of actuarial surplus and bomus;

promotion and establishment of subsidiary company
or companies;

financial commitment outside the budget, whether
revenue or capital, involving an amount exceeding
Rs. 50 lac and recurring outlay exceeding Rs. 25 lac;

to consider recommendation by the Chairman regarding
formation of Executive Committees and 'to lay down the scope
of their operation and powers of each such Committee which,
inter-alia, shall have the power t¢' examine and considert

a) underwriting of new issues of shares of companies
and investments in new debentures and real estate
upto Rs. 5C lacs;

b) opening and establishment of new zones or sub-zones;

c) such other matters as the Chairman may bring up
before a Committee;

d) the new plans and revision of existing
plans sr'policies;
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e) review and amendments in the agency system and
commissions and giving such recommendations as may be
deemed necessary or expedient in or about these premises;
f) writing-off of bad and doubtful debts,
2, As regardsjthe General Power of Attorney to be granted to the Chief
Executive it was decided that the matter should be examined by a Committee
consisting of E.D. (F&A), Manager (Law) and the Legal Adviser to the Corporation
with a view to investing the Chief Executive with such powers as may be
necessary for dealing with outside agencies and for delegating powers to the other
—~ functionaries of the Corporation,
- 3. The draft of the Power of Attorney to be proposed by the Committee should be
submitted to the Chairman who will place it before the Board at its next meeting,
ITEM III: TO REVIEW THE PERFORMANCE OF ARFA MANAGERS AND
OTHER_FIELD MATTERS,
(1) Ares Managers
The Board reviewed .and discussed at length, on the basis of the business
statements placed before the meeting the performance of the Area Managers for the
('/' calendar year 1975, the measures to be taken against those who failed to fulfil
the prescribed performance standards and the performance ‘standards to be prescribed
for the year 1976,
The following decisions were teken:-
2 1. REVIEW OF PERFORMANCE FOR 1975
- (a) In accordance with the recommendations made by the
Zonal Heads in their meeting held at Lahore from 17th
to 19th January 1976, as endorsed by E.D. (S&D) -
(i) Those Area Managers who have completed at least 70%
but less than 100% of their amnual quota for 1975 by
31.12,1975 will be continued for the year 1976, But
their emoluments, benefits and facilities would be
reduced in direct proportion to the shortfall in their
quota, ?
NOTE: For the purrose of arriving at the figure of
reduced emoluments, the reduction in emoluments
payable should bear the same proportion to the
shortfall in business as the original emoluments
besr to the full anuual quota; in other words,
the reduction kn emoluments will not be related
to any reduced emoluments which an Area Manager
may have drawn as at 31.12.1975 by virtue of a
previous shortfall in business,
CHAIRMAN'S
INITIALS
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(ii) Those Area Managers who have completed less than
70% of their annual quota for the year 1975 should
be' terminated wee.f. 13,1976 under Regulation 22 of
the State Life Employees (Service) Regulations, 1973.
The persons so terminated shall be paid 3 months pay
in lieu of the notice period (Pay means basie pay plus
gecial pay but excludes all allowances). It was noted
that on the basis of preliminary business figures, only
4 out of 44 Area Managers would be affected. -

(b) Area Managers whose services are being terminated and who are in
possession of State Life cars should be asked to return the cars

-~ belonging to the Corporation to the Zonal Heads concerned by

‘ 1.3,1976., In case a terminated Area Manager expresses his

desire and willingness to buy the car in hiy possession, he may

be given the option to purchase the car at market value, Those

who exercise this option should be allowed to buy the car in their

use on payment of the full market value of the car in one lumpsum.

(¢) Area Managers whose services are being terminated and who accept
appointment as Sales Manager may be allowed medical facilities for
self and family in accordance with the Medical Scheme already
approved by the Board for the field staff, For ‘eligibility'
purposes, 50% of the FYP Income completed by an Area Manager in
1975 should he taken as the basis for entitlement to medical
facilities,

(d) The production figures of the Area Managers should be verified
thoroughly and it should be ensured that no wrong credit has been
given to any Area Manager. The verification should be done

P after due pre-audit by the Zonal Accountants concerned and counter-
. signed by the respective Zonal Heads, On the basis of these

verifications the Zonal Heads should give a certificate to the

effect that the Area Managers had been terminated in accordance
with the standards laid down by the Board, after fully satisfying

themselves in regard to the accuracy of the business figures., A

serious view would be taken if it was later found that the Zonal

Head had certified inaccurate figures without. exercising proper care

and caution,

2. PERFORMANCE STANDARDS FOR 1976.

(i) Area Managers who have completed 100% of their annual quota for the
calendar year 1975 should continue on the standard terms and conditions
as approved by the Board subject to the fulfilment of performance
standards as 1aid down in para (ii) below:

(ii) The performance standards for the year 1976 will be as under:

A, QUOTA
— | 01d Basis: Fi rst‘Yde.r Premium Income
CHAIRMAN'S of Rs, 7 lacs to be completed as under:

INITIALS

‘ - 15% of the quota being Rs., 1,05,000
by 31st March 1976.

~ 40% of the quota being Rs. 2,80,000
by 30th June 1976.
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= 65% of the quota heing Rs.4,55,000
by 30th September 1976,

-~ 100% of the quota being ks, 7,00,000
by 31st December 1976,

New Basis: First Year Premium Income of Rs, 4 laes to
be completed as under:

- 15% of the quota being Rs. 60,000
by 31st March 1976,

- ~ 40% of the quota beiug Rs, 1,60,000
by 30th June 1976,

- 65% of the quota being Rs, 2,60,000
by 30th September 1976, ~ °

-~ 100% of the quota being Rs. 4,00,000
by 31st December 1976.

The above mentioned quotas will be reduced for the less developed
areas in the proportion already egreed by the Board in its earlier meetings,

B, COSTS

In the case of Area Menagers appointed on the old basis, the cost
(including all ‘payménts made by way of pay, allowances, incentive
bonus and all other perquisites including car but excluding the officew
expenses) should not exceed 7% of the first year premium in any case,

NOTE: This requirement is already incorporated in the
appointment letters of Area Managers under the New Scheme,
C, PERSISTENCY
In the case of Area Managers both on the o0ld basis and under
the new scheme, the Persistency Ratio i.e. the second policy
year premium collection in the calendar year 1976 divided by
the first policy year premium collection in the previous calendar
yvear 1975 should not be less than 60%,
3. INCENTIVE BONUS FOR 1976,
The Area Managers Incentive Borus Scheme for. 1976 should be continued
as follows:=
014 Basis:
a) Area Manegers who heve completed their anmual quota in 1975 will r—
drav incentive bormus @ 1i% of FYP for the year 1976 w.e.f, 1.1.1976. niTIALS
LAIZOO LYD. I
&\ (P.) LTD
ACHI,
EL1 39856

143/12/500-139




PAGE No. 368

38TII MEETING OF THE ROARD OF DIRECTORS

HELD AT ‘ON TIME

' Karachi Monday/Tuesday 16th/17th February '76| 3,00/12.30 p.m.

b) Area Managers who have not completed their annual quota But
have been retained by virtue of having completed atleast 70%
of the quota in 1975 will draw incentive bonus @ 1% of FYP
for the year 1976 w.e.f. 1.1.1976,

c) The balance of incentive bonus viz 3% in the case of (a)
and (b) above will be disbursed as soon as the full annual
quota prescribed for the year 1976 has been completed at any
time during the calendar year 1976,

New Basis:?

a) Area Managers under this scheme who have completed their annual
quota in 1975 will draw incentive bomus @ 1% of the FYP for the
yeﬂr 1976 w‘e.f. 1.1.1976.

b) The balance of incentive bonus viz 3% will be disbursed

as soon as the full anmual quota prescribed for the year
1976 has been completed at any time during the calendar year 1976,

PERFORMANCE REVIEW:

4, While the performance of the Area Manager should be reviewed by the
Zonal Heads and the E.D.(S&D) every month, the review of their performance

as contemplated in Regulation 4(ii) (e¢) (2) of the State Life Employees (Service)
Regulations 1973 should be undertaken as at 30,6.1976., The Area Managers should
be immediately apprised of the performance standards for 1976 and informed of the
consequences in terms of the said regulation of their failure to complete the

- prescribed quotas deseribed in 2(ii)A above as at 30,6.1976.

- ENTERTAT NMENT

- 5 It was agreed to accept the recommendations of the Zonal Heads as
endorsed by E.D.(S&D) that Area Managers be reimbursed entertainment expenses
for holding Agency meetings in the year 1976 within the limitations of the overall
" procuratiom cost of 5% excluding incentive bormus and office expenses, subject to
- the following conditionst=

(1) If the production in the previous
year was below Rs. 7 lacs, upto Rs,150/-PM

(2) 1If the production in the previous
year was more than Rs. 7 laes but

less than Rs, 10 lacs. upto Rs, 250/- PM
(3) If the production in the previous
year was more than Rs, 10 lacs. upto Rs, 300/- PM
NOTES
CHAIRMAN'S L
s il (i) Before issuance of the letters of termination the Area Managers concerned

should be given the option to resign and accept appointment ns Sales
Manager under the Sales Manager's Incentive Scheme as end when finalised.
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In case a terminated Area Manager agrees to resign he mayv he
allowved to do so and his resignation should be accepted on
payment of 3 months pay in lieu of notice period as provided
under the Regulations. This should be done after consulting the
Legal Adviser,
(ii) It was decided that tbe legal adviser should also be consulted
to ensure that the decision to temminate the Area Managers on
the basis as set out in para 1(a)(ii) above, will not affect
. adversely the position of the Corporation in respect of
pending litigation in the case of Area Managers whose services
were terminated in 1975 on more stringent production criteria
o i.e. less than 80%, . ‘ )
' (iii) E.D. (S&D) will take legal advice on (i) & (ii) above and provide
the Executive Director (F&A) with specimens of termination letters
and offer of proposed options etc., as may be advised, so that
the decisions are given effect as of 1,3,1976.,
ITEM III (2) PROMOTION OF SOs AND SRs
The Board considered the memorandum on the subject submitted by E.D.(S&D),
2, It was pointed out that the calendar year system for promotion had been
agreed and adopted after protracted deliberations with the Field. It would,
therefore, not be feasible to effect any changes unilaterally in so short a time.
Moreover, it would highly complicate matters if a period of 12 months is
allowed to be calculated for each individual case in the context of the organ-
isational unit as a whole and in mid-term, The Insurance Rules, as they stand, wf'
would alsc not permit any deviation from the 'calendar year' system. Besides,
with the present resources of the Corporation it would be administratively
- impracticable to adopt any system, other than the 'Calendar year' basis.
a 3. It was, therefore, decided that the present time was not ripe to consider
any chenge in the calendar year system.
ITEM IIX (3) BUSINESS CREDIT TO BE ALLOWED TO SO/SMs f
WHOSE SR/S0 IS DETACHED ON PROMOTION
The Board did not accept the proposal and decided that the existing
v practice should continue.
ITEM III (4)  PROPOSAL BOR SEATING AND ALLIED
FACTORS FOR EMPLOYFRS OF AGENTS
The Board discussed the pronosal at, length and agreed, in principle, to
provide the warious facilities as per the standards set out in the working paper
presented by E.D.(S&D), It was, hovever, decided that, a detailed exercise
should be carried out regarding the expenditure involved, including cost of
furniture, fixtures etc., alongwith an appraisal of the existing facilities availd
able in relation to the standerds set, The aim should be to accomodate as many N —
INITIALS

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

iL: 239856

43/11-72/500-139

people as possible within the existing facilities with least possible disturbance:
either in cost or prrsonnel in the year 1976,

in keeping with the business performance.,

The cost factor involved should be
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2, It was decided that for this purrose that E.D.(F&A) and Mr, S, Hasan,

INITIALS

N_ll

CHAIRMAN'S |/

Director and Consulting Actuary be requested te carryout the above exercise in
consultation with the Zonal Heads and put up the finel propossls for considerwun,
of the Board in dué course.

ITEM IV: TO CONSINDER AND APPROVE THE PURCHASE
OF A COMPUTER FOR STATE LIFE,

The Board considered the proposal of E.D. (PHS) for the purchase of a
Computer for State Lile, and authorised him to make an application to the
Government for the purchase of an IBM Computer 370 costing approximately
Ks. 1.32 crores.

2. The Board constituted a Committee comsisting of E.D. (PIS) - Convener,
E.D. (F&A) and Mr. S. Hasan, Director and Consulting Actuary to examine the
proposal in detail with regard to manpower planning and other issues raised
in E.D. (PHS) memorandum dated 13.2.1976.

ITIM Ve TO CONSIDER AND APPROVE EXTFNSION IN THE TENURE OF
OFFICE OF RESIDENT REPRESENTATIVE AT ISLAMABAD,

The Board confirmed the approval slready given by the Chairman to the
extension of the tenure of Liaison Office for a further period of one year ending
31.12,1976.,

2. However, the general consensus in the Board was that the rerformance of
the Liaison Office during the last 2 yeers hdad been satisfactory, The office
particalarly the Resident Representative had done a very useful and commendsble
work of keeping liaison with the Ministry of Commerce and other Government
Departments st Islamabad. ’

3. The Board, therefore, unanimously égreed, in prineiple, to put the
Liaison Office on a permanent footing,

ITF® VTI: ANY OTHER ITEM WITH THE PLRM1SSION
OF THE CHATKMAN,

Employees 0ld-Age Benefits
Ordinance, 1975

The Chaivman asked Mr, P, Sequeira, E.D.(G&E) to give a broad resume
of the developments to-date in regard to the above scheme,

2o The E.D. (G&P) recapitulated briefly the earlier pegotiations and corres-
rondence with the ! inistry of Labour and Provincial Governments of Punjab end
Sind., He explained thet under the Pensions Crdinance which was promulgated in
1972, the implementation of the Scheme was to be undertaken by the Provincial
Governments., Some progress had been achieved in regard to this scheme by

the E.D., Mr, Walajahi, with the Provincial Governments of Punjab and

Sind, Thereafter the PFederal Government decided that

oo

i

(INSL




STATE LIFE PaGe No. 371

INSURANCE CORPORATION OF PAKISTAN
38TH MEETING OF THE BOARD BF DIRECTORS

IHRECTORS HELD AT ON

TIME

NUTE BOOK Karachi, Monday/Tuesday 16th/17th February '76

.3/12,30 .

the scheme should be centrally administered. Following this decision, the Labour
Ministry invited 1.L.0, Experts to advise the Govermment on a new Pension
Scheme and also elicited the views of State Life,

3. In December last, the Additional Secretary Labour invited State Life to
furnish estimates of the cost of adminktering the scheme if entrusted to State
Life, after laying down the parsmeters, State Life furnished the views of the
Actuaries to the Ministry which indicated +that the proposed benefits would cost
roughly 8% of the wages excluding the cost of State Life, It was slso pointed
out that State Life would be prepared to handle any of the three operations
connected with the scheme viz: (a) collection of contributions, (b) disbursement
of benefits and (c) investments of funds on a "no profit no loss' basis. The

— State Life also advocated a flat benefit related to the first Rs,500 of an
individual's wage.

4, On 23rd December 1975, the Federal Govermment promulgated the Fmployees
0ld-Age Benefits Ordinance which provided for benefits less than those earlier
discussed with State Life apd at the same time provided a cost ceiling of 5%
of the wages of every person in insurable employment in any establishment,
iondustry, trade or other organisation employing ten or more persons., On rough
estimates this would involve about 10 to 12 lakhs workers through 10,000 to
12,000 Employers. It was also provided in the Ordinance that the Scheme would
be admingstered either through the establishment of a separate organisation

or by nominating an existing institution under Section 4(1) of the Ordinance.

5. Efforts were purused vigourously with the Labour Ministry by all concerned
on behalf of State Life and the first indication that State Life was being
considered as the "Institution" for the administration of the scheme was received
in Newspaper reports., .

6, The Additional Secretary, Labour thereafter called upon Stete Life to
indicate whether it would be prepared to administer the scheme as the

. —~ "Institution" and what would be the terms and broad costs involved. A reply was
42 : given by the Chairman, State Life in his letter dated February, 4, 1976
reiterating the willingness of State Life to run the scheme on a 'mo profit no
loss' basis within the framework of the existing set up of the Group & Yensions

as far as possible s distinet identity for the purpose of the Govermment's
Pengsion Scheme, It was made clear that the Pension:’ Punds would be entirely
distinet from the Lifé Fund of State Life and that the Chairman State Life
would be the focal point of accountability on behalf of the institution to the
Governing Board of Trustees and Ministry of Labour. In the Chairman's letter,
R no commitment was made on behalf of State Life in regard to the costs of the
scheme except to furnish estimates which had been arrived at after consultation
with various agencies dealing with computers, identity cards, etc., but it was
made clear that further detailed preparatory work by State Life to meet the
‘date line' of 1-7-1976 announced by the Prime Minister would depend entirely ’
on the Govermment's nominating the State Life as the Institution for the purpose
dmmediatelysy

Te A meeting was held on 12-2-1976 by the Chairman, Mr, Samee-ul-Hasan,
Consulting Actuary and Director and the E.D.(G&P) with Mr,Nasrum Minallah,
Additional Secretary Labour, Mr, Moinuddin, Joint Secretary and other officers.
At this meeting certain charts prepared by State Life were presented to the
Additional Secretary and the Chairman,explained at length the earlier proposals

KALAMZOO LTD,
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Department and with suitable expansion to meet the objectives in view and reteinin&
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" and the need for an urgent decision, In reply to a specific enquiry from the
Additional Secretary, as to whether the estimated cost of 5% of weges would be
sufficient to meet the proposed benefits of the Scheme, Mr. Samee-ul-Hasan,
Consulting Actuary and Director explained at length the difficulties in
estimating cost at this stage but stated at the same time that the scheme
envisageJ by the Ordinance should be implemented without change; and ih the light -
of an evaluation of the scheme after 2 or' 3 years such changes as may be
required may then be considered. The Chairman also added that it would be y
necessary that the notification be issued urgently in favour of State Life
if the 'Date line' of 1st July 1976 has to be met. He also made it clear that
vithin the broad parameters of policy to be laid down by the Federal Govermment
and/the Governing Board of Trustee, the institution should be given a free hand
for administering the scheme with which the Additional* Secretary was in full

-~ agreement ., )

8. Phe Additional Secretary had no further questions to ask and confirmed thet
the State Life had been selected as the 'Institution' for the perpose of '
administering the proposed scheme, He also instructed his officers to issue

| the necessary notification forthwith and informed the Chairman that the State

b// Life should proceed with all the arrangements on the understanding thgt State Life
had been declared as the instituiion for the purpose, The Chairman undertook

to send a draft of the proposed Memorandum of Understanding te be executed with
State Life within a few days and Mr, Nasrum Minallsh, Additional Secretary
likewise indicated that he would be visiting Karachi after a month to see the
progress. : '

9. At this stage !ir, M.G. Hasan, E.D.(F&A) enquired about the relationship
of the proposed Pensions Division with the existing Accounts and Administration
Departments, The position was explained in detail by the Chairman, the basis ~
of which was that the relationship between the Labour Ministry/Governing Body
and State Life would be that of Principal and Agent respectively and the new set
—~ up would function virtually as a separate entity as far as possible as envisaged
by the Ordinance and the Labour Ministry, with separate funds and accountinsg
etc, The Pension Fund as earlier explained would be entirely distinct from the
/| Life Fund. There were legal problems with regard to certain operational areas

/  vis-a-vis State Life and the new institutional set up as also certain aspects

of the Insurance Act provisions which had to be considered, These were already
under examination by the legal adviser of the Corporation,

The meeting then ended with a vote of thanks to the Chair,

1
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