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CONFIDENTIAL AND RESTRICTED

The 2315 Meeting of the Board of Directors of State Life Insurance
Corporation of Pakistan was held on Tuesday, 18" December, 2012 at 2.00 p.m.
in the Board Room, State Life Building No.8, Dr. Ziauddin Ahmed Road, Karachi.

PRESENT:

1.  Mr. Shahid Aziz Siddigi Chairman
2. Mr. Hussain Lawai Director
3. Mr. Farooqg Hadi Director
4. Mr. Wazir Ali Khoja Director
5. Mr. Nihal Anwar Director
6. Mr. Tufail Shaikh Director

7. M. Furgan A. Shaikh Director

LEAVE OF ABSENCE
1. Mr. Fazal Abbas Maken Director
Mr. Akbarali Hussain Secretary Board

2. The foliowing officers also attended the meeting at the time of presentation
and discussion of the ltems of their respective Divisions:

Mr. Mohsin 8. Haggani, Executive Director(RE/Mkt)

Mr. Shoaib Mir, Executive Director (IT)

Ms.Talat Waseem, Executive Director (PHS)

Mr. Attaullah A. Rasheed, Divisional Head (Investment)/Secretary(REIC)
. Mr. Nasimul Hague, Divisional Head (Real Estate)

Mr. Faisal Mumiaz, Divisional Head, (Actuarial/PHS)

SRR

3. The meeting started with recitation of verses from the Holy Quran by Mr.
Furgan A. Shaikh, Director,

iTEM (1) CONFIRMATION OF MINUTES OF 230"
MEETING OF THE BOARD OF DIRECTORS,

4 The minutes of the 230" meeting of the Board of Directors held on 4
December, 2012 were placed before the Board.

5 Mr. Husain Lawai, Director pointed out that in the interest of legal
requirements the word seller be mentioned wherever appearing in ltem No.8 of
the minutes of 230" meeting of the Board of Directors and in the various minutes
of the Real Estate and Investment Committee,

6. Mr. Husain Lawai, Director proposed and Mr. Wazir Ali Khoja, Director
seconded that the minutes of 230" meeting of the Board of Directors be
confirmed subject to the above amendments.

7. Accordingly, it was resolved as under:-

RESCLVED:
“that the Minutes of 230" meeting of Board of Directors held on 4"
December, 2012 are confirmed subject to the above amendments.”

CHAIRMAN'S
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ITEM(2) IMPLEMENTATION REPORTS ON DECISION TAKEN IN 230™
MEETING OF BOARD HELD ON 4™ DECEMBER, 2012.

8. Implementation report of 230" meeting of Board of Directors held on 4
December, 2012 were placed before the Board.

Approval of quarterly accounts of State Life before submission fo SECP

s

9. The Board desired that the quarterly accounts of State Life should be

presented before the Board after its approval by the Board Audit Committee. The

accounts approved by the Board should then be submitted to SECP as is required
for listed companies under good corporate governance.

Purchase of Car Parking Space and Office Space in Building adjacent to
State Life Building Neo.11, Karachi (International Business and Shopping Centre).

10. ED(RE) informed the Board that the Management as directed by the Board at
its 230" meeting, negotiated with the seller as to the amount of down payment and
payment schedule in respect of the above project and it was agreed that a down
payment of 6% i.e. Rs.76,038,480/- would be paid at the time of signing of the
agreement in respect of purchase of 90,522 sq.ft. — total area of 8" and 9" floor of
International Business and Shopping Centre at Rs.14,000/- per sqft. and the
balance amount would be paid in five installments of 22%, 22%, 15%, 20% and
15% of the purchase price on completion of 12" slab, 13" and 14" slab, 15" and
16" slab, on block masonry and plaster and on possession with expected dates of
15" February, 2013, 31% May, 2013, 31 August, 2013, 31% October, 2013 and
30" November, 2013 respectively.

11. ED(RE) further informed the Board that the total price of the car parking floor
at 8" floor of International Business and Shopping Centre with a covered area of
62,400 sq.ft. at Rs.5,000/- per sq.ft. amounting to Rs.312,000,000 would be paid
at the time of signing of the agreement and immediately after physical hand over
of the floor.

12. The letter dated December 10, 2012 of Seller of the Froject in respect of
revised payment schedule for purchase of car parking floor and two office floors
(8" and 9" floor) was placed before the Board for its review by ED(RE) and
Secretary(REIC)/DH(Investment).

13. The Board of Directors reviewed the payment schedule which is placed at
Appendix-A and suggested that a penalty clause as well as bonus clause for
meeting the time line mentioned in the payment schedule be incorporated in the
agreement to be signed for purchase of the office floors and car parking floor of
the International Business and Shopping Centre, Karachi.

14. After deliberations, the Board resolved as under:

RESOLVED:

“that ED{RE), DH(RE) and DH(Investment) are authorized to get all the legal
documents including the land ownership documents, agreement between
the owner and the seller of the project, vetted by an independent lawyer
before execution and signing of the agreement and payment there against.

CHAIRMAN'S
INITIALS
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Action; “that penaity clause and bonus clause for meeting the time line mentioned

Real Estate . N . .

I in the payment schedule given above be incorporated in the agreement fo

ng\a“kffairs be signed for purchase of the office floors and car parking floor of the
F international Business and Shopping Centre, Karachi.”

Settlement Package of First Dawood Investment Bank

15. DH(Investment) informed the Board that the approval of the settlement
package with First Dawood Investment Bank in respect of amount of Rs. 100
million outstanding against COls of First Dawood Investment Bank Ltd together

Action: with interest thereon at 17% per annum has been communicated to Karachi
- Secretary Centre for Dispute Resolution and a draft agreement to be signed between First
gf(:c)} Dawood Investment Bank Ltd and State Life has received which has been sent for

ny

yetting to Mr.Sultan Allana, Advecate. The agreement after clearance by the State
Life Advocate would be finalized and signed between First Dawood Investment
Bank Ltd and State Life and filed in the High Court which would issue a decree.
The settlement agreement ensures immediate payment of Rs.20 miilion by First
Dawood Investment Bank Ltd on the date of the signing of the agreement.

18. Subject to the above, the implementation report was noted by the Board.

ITEM (3} FORMAL INQUIRY REPORT TO INVESTIGATE AND BRING THE
FACTS ON RECORD AND FIX RESPONSIBILITY ON THE
OFFICIALS FOR NOT MAKING ANY PROVISION OF PENSION
LIABILITY IN THE ACCOUNTS OF STATE LIFE.

17. Executive Director (PHS) presented before the Board, a Formal Inguiry
Report for investigation and bringing the facts on record and fix responsibility on
the officials for not making any provision of Pension Liability in the Accounts of
State Life.

Background

18. In the year 2001, the Board of Directors infroduced a new compensation
package for the officers of SLIC by simultaneously introducing the concept of
frozen pension and payment of gratuity and provident fund contribution on behalf
of Corporation. Till that time, the fringe benefits payable at retirement was
governed by the following:

i. State Life Employees Pension Regulations, 19886
ii. State Life Employees (Pension & Gratuity) Ruies, 1984
iii. State Life Employees (General Provident Fund) Regulafions, 1975

19. Under the revised structure, employees had to forego their existing pension
which was based on the basic salary at the time of their retirement against the | ————
revised pay struciure. The option was exercised by the majority of the officers. CT::TF‘I“:‘L‘S”'S

This whole procedure was approved in the 159th meeting of the Board of =
Directors which was held on 26™ January 2001. —
20. The amendments in the pension framework were later challenged by some %
refirees in Lahore High Court which gave the decision in their favor in 2009. | ==———

Subsequently, that decision was also upheld by Supreme Court in their judgment
in 2011
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21. In March 2012, the Board of Directors in their 223rd meeting directed the
Management to implement the decision of Lahore High Ceourt and make paymenis
to the retired officers on the basis of State Life Employees’ Pension Regulations
1986.

22. Owing to the financial implications, Beard considered it to be a serious lapse
and enquired why provision was not made for such financial implications.
Conseqguently, it suggested that an inqguiry to be carried out in order to fix the
responsibility for such lapse on those who were responsible.

Findings:

23. As per the directives of Board of Directors dated 24/10/2012, ED (PHS) was
appointed as Enquiry Officer to investigate the matter relating to the non-provision
of pension liability and to fix the responsibility on the officials for the lapse in this
regard,

24. To examine the matter, obtaining of records was the first step. As P&GS is the
sole custodian of such records, thus it was requested accordingiy to provide all
the records including the day to day record and relevant note sheets whereby the
whole process of pension freezing was initiated and subsequently approved by
the Management. However, significant portion of initial data was not available and
thus the undersigned had to rely on the portion provided by P&GS Division
exclusively relating to the matter of non-provisioning of the financial impact.

25. According to the views of the Board, the lapse caused in the whole issue
basically points towards the negligence of F&A and Legal Affairs Division in

~ handling such matter. However, as per enquiry officer the role of P&GS Division

can also not be ignored thus the preliminary report covers ail the three
stakeholders, i.e. F&A, P&GS and Legal Affairs Division.

28. Under the existing accounting regulations, there is no mandatory requirement
on the part of insurer {o make provision of cases/law suits that are either pending
in the court as well as in progress. This practice is in vogue in all over the life
insurance industry. Had it not been the practice, then the insurer had to make all
the provisions for such legal suits and resultantly had to announce their bonus
after reducing it with such figures. In other words, the profitability of the company
would be considered to be dependent on the number of legal cases which the
company had it on their books irrespective of their fate. It is also a well-known fact
that on average commercial legal cases takes more than 5 years to settle. Thus, in
case such provision is allowed in accounts, then the companies had to make
provision for such cases for more than 5 years meaning annotuncement of
artificially reduced surplus for their policvholders and then suddenly a rise in
surplus in case the suit is decided in the favor of the company. Due to this feature
such practice is not covered in the Accounting rules.

27. At present, SLIC has more than 1500 legal cases that are in the course of
legal pursuit. Adopting a strategy of making provisions means SLIC has to make
provisions for such cases for indefinite period till the decision of the court and till
that time had to reduce balance of surplus accordingly. In other words, reducing
the surplus by such provisions means restricting the policyhelders by depriving
them from their right share of surplus.

CHAIRMAN'S
INITIALS
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28, Another notable thing is the rele of statutory auditors who play an important
role towards the reporting of contingent liability and subsequently their reserve
creation. Generally every year SLIC provides them with the list of their legal suits
and cases. However, the statutory auditors have never given an advice in writing
to make provision of their cases. Thus, there is also not a basis in Accounis as
well as advice from the statutory auditors with regards to the provisioning of such
items.

29. In view of above, the enquiry officer is compelled to say that in the instant
case, the responsibility cannot be fixed either on F&A Division or Legal Affairs
Division since there was no concrete policy either approved by the Board or
> anything that was mentioned in the Accounting regulations which reguire
corporation to make provision for such items. Apart from that the procedure for no-
provisioning of such items also never attracted the observation of auditors in the
past.

30. Board of Directors did not agree with the statement in the inquiry report that
under the existing accounting regulations, there is no mandatory requirement on
the part of insurer to make provision of cases/law suits that are either pending in
the court as well as in progress. This practice is in vogue in all over the life
insurance industry. The Board felt that the High Court and Supreme Court had
already decided the case and as such the liability arising therefrom should have
been provided in the books of account.

31. Accordingly, the Board resolved as under:

. RESOLVED:
Action: “that the inquiry underway should continue to its logical conclusion
~ ED{PHS) identifying those accountable for the above lapse to ensure that there is no
) repetition in future.”
ITEM (4) BUSINESS REVIEW OF MARKETING, GROUP & PENSION
AND INVESTMENT DIVISIONS FOR THE PERIOD UPTO
30™ NOVEMBER, 2012.
Action: 32. The business review of Marketing, Group & Pension and Investment
Sﬁ;eﬁng Divisions for and upto the period ended on 30" November, 2012 were placed

ihvestinant before the Beard which was noted.

33. ED(G&P) presented before the Board business review of G&F Division for
and upto the month of November, 2012 during which G&F Division coliected a
total premium of Rs.6,515.986 million as against Rs.3,688.778 million for
corresponding period of last year showing an increase of 87.56%. The numberof |
new policies sold so far during the year 2012 is 185 as against 157 during the year | cHairman's
2011, e

34, ED(Markeling) presented before the Board business review of Pakistan
Business for and upio the month of November, 2012 during which State Life .
secured First Year Premium of Rs.9,273,349 million as against Rs.8,021,831 | &=
millien collected during the corresponding period of 2011 registering an increase
of 15.6%.
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35. DH(Marketing) informed the Board that the forecast upte the month of
November, 2012 was Rs.10,829 million and the Corporation achieved 85.63% of
the forecast. Karachi Eastern Zone, Gujranwala, Swat, Mirpur(Azad Kashmir) and
Islamabad Zones have achieved 98.96%, 95.96%, 93.02%, 92.56% and 92.02%
of the target respectively in respect of First Year Premium

38. Gulf Zone has secured first year premium of US$:3,643,444 for and upto the
month of November, 2012 as against US5%$:3,128,441 during the corresponding
pericd of 2011 registering an increase of 16%. The second year persistency upto
November, 2012 was 55.49% as against 55.89% during the corresponding period
of last year. The third and later year persistency for and upto the month of
— November, 2012 was 84.70% as against 95.73% during the corresponding period
of last year. '

37. DH(nvestment) presented before the Board business review of investment
portfolio of the Corporation for and upto the month of Nevember, 2012. The book
value of investment portfolio net of provision which was Rs.275,389 million as on
31-12-2011 has increased to Rs.311,195 as on November, 2012 showing an
increase of Rs.36,085 million and a percentage increase of 13.12%. The
investment in Government securities, corporate debts, equities, bank deposits,
investment property and loans to policyholders were Rs.234,950 million, Rs.3,343
million, Rs.28 775 million, Rs.17,376 million, Rs.2,930 million and Rs.24,100
million respectively. The investment in government securities constitutes 75.43%
of the total portfolio of State Life.

28. State Life earned investment income of Rs.31,175 million from Jan 2012 to
November 2012 on its investment porifolio as compared to Rs.27,434 million
.earned during the same period of the previous year. The book value of delisted,
unguoted and subsidiary companies are Rs.61,773,377, 1,094080,820 and
Ve Rs.241,810,473 respectively. State Life purchased shares with a book value of
Rs.1,989.636 million for the period under review. State Life sold shares with a
book value of Rs.360.448 million for Rs.690.735 million realizing capital gain of
Rs.330.287 million during this period under review. The capital gain amounting io
Rs.47.392 million was realized from the proceeds of NIT EMOF Units, thus making
total capital gain of Rs.377.879 million. The book value of quoted equity porifolio
stood at Rs.27,377 million while its market value was Rs.63,443 million showing
an appreciation of Rs.36,085 million as on November 30, 2012. From January fo
Movember, 2012, the Corporation has purchased PIBs worth Rs.81,200 million at
a cost of Rs.58,873 million from auction announced by State Bank of Pakistan,

39. The Board also directed that State Life Management should iock into the
possibility of investment in Treasury Bills also in addiiion to long term PiBs in the
wake of falling discount rates which would enable State Life to take advantage of
subsedguent increase in discount rates in future.

= . . . CHAIRMAN'S
40. The Board appreciated the excellent work being done by Marketing, INITIALS

Investment and Group & Pension Divisions resulting in increase in income of State | =—5

Lifs for the year 2012. %
ITEM (5) RETIREMENT OF FIELD PERSONNEL/RELAXATION CF ==
CONDITIONS TO QUALIFY FOR.

41. Executive Director (Marketing) presented hefore the Board s Memorandum
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dated 12-12-2012 regarding retirement of field personnelfrelaxation of conditions
to qualify for.

42. The association of field workers is governed under provisions of 3" Juiy
2002 Office Order”, as approved by the Board in its 167" meeting held on 13"
July 2002,

43. According to the ftem Ne.23 of said order, a field worker may apply for
retirernent if he has fulfilied all the following condmom

D He has reached the age of 80, and has been a successiul field
worker with the Corporation for the previous 3 consecutive calendar
vears if he is retiring as a Sales Representative, or for the previous 6
consecutive calendar vears if he is refiring as a Sales Oﬁ‘aﬂer or for
the previous 8 consecutive calendar years if he is retiring as Sales
Wanager.
OR
He has not reached the age of 80, but has bsen a successful field
worker with the Corporation for the previous 10 consecutive
calendar years.

i If he is a Sales Executive, Senior Sales Representative or Sales
Representative, his renewal commission in the immediately
preceding calendar vear in respect of third and later policy vears
was at least Rs 5,000/

if he is a Sales Manager or Sales Officer, his renewal over-riding
commission in the immediate preceding calendar year in respect of
ihird and later policy years was at least Rs 3,000/-.

jif) He does not wish to do any more new business.

i) Upon retirement if found eligible, the worker is allowad to draw his
renewal commissions/over-riding commissions, so long as the
amount payable remains at least Rs 1,000/- per annum.

44, A discussion was hald between management and the field representatives
during October 2012. It was nofified that most of the senior field workers are
adversely affected by the conditions due to their inactivity for any reason,
especially on health grounds, in the vear preceding the year of applying for
retirement.

45, In order fo facilitate the senior field workers and female field workers,
Marketing Division intends to relax the condltlons on the following lines, on the
recuests submitted by field workers from 1% January 2013, onwards:-

a) Female field workers will be allowed to apply for retirement after having
completed five (5) successful years of association from the date of joining
State Life.

And

b} The field workers having completed atleast 20 years’ association from the
date of jeining will be allowed to be retired on request without any gualifying
condition.

No additional financial implications are involved.

46. The Board is requested to kindly approve sub-Paragraphs a} & b) of Para-4 of
the Memorandum.

CHAIRMAN'S
INITIALS
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Action:
ED{Mkt)
DH{MKt)

47. Accordingly, the Board resolved as under:

RESOLVED:

“that the following recommendation of ED(Marketing} in respect of
relaxation of conditions for retirement of field personnel is hereby approved
with effect from 1% January, 2013 onwards:-

a) Female field workers will be allowed to apply for retirement after having
completed five {5) successful years of association from the date of
joining State Life.

And

k) The field workers having completed atleast 20 years’ association from
the date of joining wili be allowed to be retired on request without any
gualifying condifion.”

ITEM (6] ANY OTHER ITEM WITH THE PERMISSION OF THE CHAIR.

(1) POST FACTO APPROVAL OF QUTDOOR PUBLICITY BY
WS, ADVER TOOLS.

48. Assistant General Manager(Corporate Communication) presented before
the Board, a Memorandum dated 2™ November, 2012 regarding post facto
approval of outdoor publicity by M/s. Adver Tools.

49. Qutdoor advertising is one of the very poient tools for advertising
promotions; it can be of any kind of services and consumer goods ete. From time
to time; Marketing Division recommends the variety of advertising suggestions,
with an intention fo get the maximum positive resulis and to fulfill the corporate
business largets.

20.  M/s. Adver Tools is already on our panel and all the rules and regulations
were followed for the selection procedure of this outdoor agency. In awarding the
contract to M/s. Adver Tools; all the criterion including the competitive bidding
process were followed. The campaign contract was awarded fo the owner of the
site’s right holder and quality lowest bidder.

21, As per rules, the Hon. Chairman’s financial power is capped at Rs. 5 (five)
miliion. The past financial approval of the proposal by M/s. Adver Tools; was done
on an instantaneous grounds, as it was recommended and desired by the
warketing Division to initiate the outdoor advertising campaign. On that urgent
need; the competent authority approved that campaign based on justified bidding,
the competent authority was empowered to acclaim an amount between 5 to 10
million. The total quarterly cost {for three months) is Rs.6,844,000/- (incl. 16%
GST). Corporate Communication Depariment will need the post facto financial
approval of Rs.1,844,000/- from the Board of Directors.

52. It is therefore proposed that the outdoor promotions of these four (4)
hoardings be approved. The excess amount of Rs.1,844 000/ will be submitted to
the Board for ex-post facto approval,

53, Accordingly, the Board resolved as under:

CHAIRMAN'S
INITIALS
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Action:
ED{Mict)
DH{Mlt}
DH(F &A)
DGRCCD)

RESOLVED:

“that post facto approval is hereby given fo the recommendation of
AGM(CCD) at the request of Marketing Division for initiation for outdoor
advertising campaign to award contract to M/s. Adver Tools already on the
panel of State Life being the owner of the site’s right holder and lowest
bidder subject to adherence to rules and regulations of the laid down
selection procedure of outdoor agency at a total quarterly cost of
Rs.6,884,000/- {including 16% GS8T).”

54. The meeting ended with vote of thanks to the chair. //

{CHAIRMAN)

CHAIRMAN'S
INITIALS

_—=
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Appendix-A
Payment schedule for purchase of car parking floor and
two office floors in International Business and Shopping Centre, Karachi.
The payment schedule will be as follows:-
a) Gross area of 2™ Car = 62,400 sq.it.
Parking Floor at 6%
Floor of IBSC.
: Total price of the = Rs.312,000,000 At the time of signing
Parking Floor of IBSC (62,400 x Rs.5000/-) the agreement &
- Physical handover of
The floor.
i) Total area of 8" & o = Rs.90,522 sq.ft.
Office floors of IBSC.
i) Total price of two = Rs.1,267,308,000/-
Office floors of ISBC (90,522 x Rs.14000/-)
1% payment(6%) = Rs.76,038,480/- At the time of signing
of the agreement.
i payment(22%) = Rs.278,807,760/- On the completion of
12" slab. Expected
date 15" February, 2013.
Pan
| 3" payment(22%) = Rs.278,807,760/- On the completion of 13"
and 14" slab. Expected
date 31 May, 2013.
4 payment(1 5%) = Rs.190,096,200/- On the completion of 15
and 16" slab. Expected
date 31 August, 2013.
G payment(20%) = Rs.253,461,800/- On block masonry and
plaster. Expected date
31" Qctober, 2013.
6™ payment(15%) = Rs.190,086,200/- On possession. Expected
date 30" November, 2013.
CHAIRMAN'S
_INITIALS
= 7

=
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The 230" Meeting of the Board of Directors of State Life Insurance
Corporation of Pakistan was held on Tuesday, 4" December, 2012 at 11.00 a.m.
in the Board Rocm, State Life Building No.8, Dr. Ziauddin Ahmed Road, Karachi.
PRESENT:
1. Mr. Shahid Aziz Siddigi Chairman
2. M. Hussain Lawai Director
3. Mr. Faroog Hadi Director
4. Mr. Wazir Ali Knoja Director
e 5. Mr. Nihal Anwar Director
f 6. Mr. Tufail Shaikh Director
7. Mr. Furgan A. Shaikh Director
LEAVE OF ABSENCE
1. Mr. Fazal Abbas Maken Director
Mr. Akbarali Hussain Secretary Board
2. Justice (Retd) Zafar Ahmad Khan Sherwani, Director, Karachi Centre for
Dispute Resolution alongwith Mr. Adnan Mufti atiended the meeting of the Board
of Directors by invitation at the time of discussion of Memorandum on settlerent
package of First Dawood Investment Bank relating to COls worth Rs.100 million.
3. The following officers also attended the meeting at the time of presentation
and discussion of the liems of their respective Divisions:
1. Mr. Motisin S. Haqqani, Executive Director(RE)
_ 2. Mr. Abdui Hafeez Shaikh, Executive Director(P&GS)
F 3. Mr. Shoaib Mir, Executive Director (IT/F&A)
4. Ws. Talat Waseerm, Executive Director (PHS)
5. Mr. Attauliah A. Rasheed, Divisional Head (Investment)/Secretary(REIC)
8. Mr. Nasimul Haque, Divisional Head (Real Estaie)
7. Mr. Faisal Mumtaz, Divisional Head, (Actuarial/PHS)
4. The meeting started with recitation of verses from the Holy Quran by
Vir. Furgen A. Shaikh, Direcior.
ITEM ('3) CONFIRMATION OF MINUTES OF 223"
MEETING QF THE BOARD QF DIRECTORE.
5. The minutes of the 228" mecting of the Board of Directors held on 15"
October, 2012 were placed before the Board.
Action: 6. The Eoard of Directors directed that every page of the Memorandum | ————
All EDs including the Annexures shouid be serfally numbered and State Life Insurance | {0TNRE
All DHs _NTARS

Corporation and the naime of the individual Director to vitom the Memorandum is
being sent should be water marked on each page.

ftem No3 of 228" mee inq of the Bouard of Oircctors — Consideration and
approval of minutes of 44™ mecting of Board Audit Commitiee held on 30-04-
2012,
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7. Line 1 and 2 of Para-5 of the minutes of 229" of the Board of Directors held
on 15" October, 2012 should have read as follows:

Mr. Husain Lawai pointed out that there is a typographical error in para-12
of the minutes which should be reworded as follows:-

8. Mr. Farooq Hadi, Director proposed and Mr. Furgan A. Shaikh, Director
seconded that the minutes of 229" meeting of the Board of Directors be
confirmed subject to above amendment.

9. Accordingly, it was resolved as under:-

L~ RESOLVED:
Action: “that the Minutes of 228" meeting of Board of Directors held on 15"
Secretary October, 2012 are confirmed subject to above amendment.”
Board

- ITEM (2) IMPLEMENTATION REFPORTS ON DECISION TAKEN IN 229
MEETING OF BOARD HELD ON 15™ OCTOBER, 2012.

10. Implementation report of 229" meeting of Board of Directors held on 15"
October, 2012 were placed before the Board which were noted.

Action: 11. The Chairman informed the Board that the manual of delegation of financial

gg{ggﬁ; powers would be submitted in the next meeting of the Board of Directors.

12. The Board desired that the report of the formal inquiry to fix responsibility of

the executives and staff responsible for not making any provision of pension
Action: liability in the accounts of State Life to be carried out by Ms. Talat Wasecem,
DH(P&GS) | ED(PHS) be submitted in the nexi meeting of the Board. ED(P&GS) Mr. Abdul

o '::D(g &GS) | Hafeez Shaikh was requested by the Board to ensure that P&GS Division provided
<D{FHS) all the relevant records asked for by ED(PHS) so that the inquiry process can be

completed and report finalized.

ITEM (3) CONSIDERATION AND APPROVAL OF MINUTES OF 45™
MEETING OF BOARD AUDIT COMMITTEE HELD ON 17-09-2012.

13. The minutes of the 45" mesting of Beard Audit Committee held on 17%
September, 2012 were presented before the Board of Directors for consideration
and approval of decisicns/recommendations made by the Committee. A copy of the
minutes duly signed by the Chairman (BAC) is placed at Annexure-A to the
Minutes.

14.  The Chairman informed the Board that during his tenure of office the yield on CHAIAMAN'S
investments in UAE has increased from 5.39% in 2008 to 7.24% of the investment INITIALS
portfolio which has increased from US$:32 million in 2008 to US$:62 million. ===

15. The Board appreciated the above performance and desired that the
Action: possibility of appointment of good investment advisor be looked into and
DH(Inv) diversification of investment portiolio be examined to avoid concentration of risk in
any particular scrip of investment without foregoeing the vield on investment,
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Action:

Secretary
. (BAC)

DH(IA&C)

16. Accordingly, the Board resolved as under:

RESOLVED:
“that the minutes of 45" meeting of Board Audit Committee held on 17"
September, 2012 together with observations/recommendations are
confirmed.”

ITEM (4) SETTLEMENT PACKAGE OF FIRST DAWOOD INVESTMENT
BANK.

17. Divisional Head (Investment) presented before the Board, a Memorandum
dated 29-11-2012 for consideration and approval of settlement package of First
Dawood Investment Bank.

18. The Real Estate and Investment Committee’'s 26" meeting held on 21%
November 2012 deliberated on revised valuation of the settlement package
offered to State Life by FDIBL through KCDR with respect to settle default on
redeeming its COls worth of Rs 100 million along with accrued interest thereon
and directed to place its recommendation before Board of Directors for
consideration and approval.

BACKGROUND

19. On request of First Dawood Investment Bank, Investment Committee
approved placement of Rs.100 mn in COls of FDIBL @ 17% p.a. for a period of
three months. The bank was rated “A” by PACRA at the time of investment. The
funds were placed on 8" October 2008. On 9" January 2009, the bank
approached with a request to roliover the entire amount i.e. Principal plus accrued
interest for another three months at the same rate. The request was approved by
Investment Committee subject to meeting following conditions:

a- FDIBL will pay the interest accrued from 12" Oct 2008 to 12" Jan
2009, immediately.

b- Rollover of principal i.e. Rs.100 mn for another three months @ 17%
p.a. Effective from 12 January 2009.

c- The total amount, Principal plus interest thereon will be payable on
declining batance within the next three menths starting from 12%
February 2009.

20. A cheque of Rs 4,378,082 was received on 24" January 2009 from FDIBL as
markup on Rs.100 mn accrued from 12" Oct 2008 to 11" Jan 2009.

21. DH(Investment) mentioned that a request for further rescheduling received
from the Bank on 21% January 2009 was considered and conditionally approved
rollover by the Investment Committee in its meeting held on 28" January 2009 for
another six months at the same rate and to be paid in six equal monthly
installments including of rarkup keeping in view liquidity problems faced by the
banking indusiry as a whole and by the Bank in particular. However, on 4
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February 2008, the Bank again requested for fresh rescheduling instead of payingd
the first installment due on 12" February 2009. While the matter was still undet
deliberation of Investment Committee, the Bank again approached with a fresH
proposal for full and final seftiement of ioan by offering TFCs of Bunnys Ltd., PaH
Hye Qil Lid., Gharibwal Cement Ltd., and Three Star Hosiery. Investmen
Committee rejected all the TFCs as none of them were fulfilling investment criterig
of the Corporation. Various meetings held between State Life and FDIBL
concluded without any positive results. Consequently, Investment Committee irl
its meeting held on15th May 2009 decided to initiate legal action against the ban
for recovery of loan and accordingly a Court case was filed on 19" Decembe
2009 against the bank. There have been two hearings so far. Statements of both
the parties have been recorded. It is to be noted that the FDIBL had categorically
accepted its liabilities to State Life for Principal payment of Rs.100 mn and mark
up accrued so far @ 17% p.a. The case is to be proceeded for arguments in thg
next hearing to be held in the month of December 2012.

22. DH(Investment) further stated that In an attempt to reach an out of coun
settlement the Bank approached State Life offering management control in
Dawood Family Takaful through sale of =11.5= mn shares of the company valued
at Rs.94.270 million alongwith two Directorship in the company coupling with
equity injection of Rs.250 million under strategic alliance agreement or =11.5= mi
of preferred shares FDIBL or combination of both. However, the Board in its 220"
meeting held on 30" May 2011 rejected the proposal and advised for valuation of
Dawood Family Takaful. Valuation was carried out by M/s. Riaz & Company
Chartered Accountants, which valued shares of the company in a range of
Rs.1.00 to Rs.1.50 per share making the proposition unviable for furthed
consideration. It was also directed by the Board to seek legal opinion on thg
subject. The legal opinion also was sought from our counsel Mr. Sultan A. Allang
through our Legal Affairs Division. The opinion of the Advocate is summarized ag
under:

a)  State Life has a good/Strong case in its favor.

b)  After vacation the case will come up for arguments in August o]
September.

c) State Life can recover the amount through Execution Application in
case of decision in its favor. For that purpose assets of the bank are to
be supplied to the court.

23. The Lawyer has not mentioned the legal recourse available for the parties in
case they lose the case at the level of High Court. The losing party can file a case
in the Supreme Court of Pakistan.

24. Considering the possible delay in settlement of dispute through legal means,
State Life decided to take another initiative in collaboration with KCDR to reach
out of court settlement under the assurnptions that a decree from High Court may
take a long time and can be chailenged in Supreme Court leading to further
dragging of case, second that even a decree by the court in favor of State Life
stands little chance in recovering the claimed amount due to non-existence of]
quelity assets on the Balance Sheet of the Company. The offer of First Dawood
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