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CONFIDENTIAL AND RESTRICTED

The 233 Mesting of the Board of Directors of State LLife Insurance
Corporation of Pakistan was held on Monday, 11™ March, 2013 at 11.00 a.m. in
the Board Raom, State Life Building No 9, Dr. Ziauddin Ahmed Road, Karachi.

PRESENT:

Mr. Shahid Aziz Siddigi Chairman
Mr. Husain Lawat Director
Mr. Faroog Hadi Director
Mr. Wazir Ali Khoja Director
Mr. Nihal Anwar Director
Mr. Furgan A. Shaikh Directoi

-

Y =

R LIPN

M. Aikbarali Hussain Secretary Board

LEAVE OF ABSENCE
1 Mr Fazal Abbas Maken Director
2. Mr. Tufail Shaikh Director

]

2 The Secretary Board informed the Chairman that a copy of latter Mo 1 (1/FS-
AS{IAY2017% dated 5" March, 2013 yritten by My, Fazal Abbas Maken Additional
Secretary (IA) te Secretary, Ministry of Commerce, slamabac i response to
notice dated 21-02-2013 for 233" Boerd meeting of State Life Insurance

Corperation: of Pakistan to be held on 11" March, 2013, has been received
wherein it has been mentioned that since he has been nominated as Director th
State Life Insurance Corporation of Pakistan in his capacity as Additional
Secretary, Ministry of Commerce, he has ceased to hold the Directorship on his
being posied in Prime Minister's Sectt(Public), Islamabad. In his LL.O he has
therefore requested that some other officer may please be nominated as Director
on the Board of Directors of State Life Insurance Corporation of Pakistan in his
place

3. The following officers also attended the meeting at the time of presentation
and discussion of the Items of their respective Divisions:

Mr. M. Aslam Hayat, Executive Director(P&GS)

Dr. Mrs. Ghazala Nafees, Divisional Head (P&GS)

Mr. Muhammad Rashid, Divisional Head (F&A)

Mr Attaullah A Rasheed, Divisicnal Head (Investment}
Mr. Masimul Hague Divisional Head (Real Estate)

O B L) N =

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

ITEM (1] CONFIRMATION OF MINUTES OF 232"
MEETING OF THE BOARD OF DIRECTORS.

i -y Q@nc‘

5 The minutes of the 232™ meeting of tha Board of Dircclors held on 47
February, 2013 were nlaced hafore the Board

CHAIRMAN'S
INITIALS
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econded that the minutes of 232™ meeting of the Board of Directors be

6. Mr. Wazir Ali Khoja, Director proposed and Mr. Furgan A. Shaikh, Director
G mmmmd

7. Accordingly, it was resolved as under;-

Astion: | RESQLVED:
SeCreIary “that the Minutes of 232" meeting of Board of Directors held on 4"
Foard February, 2013 are confirmed.”
TEM(2) IMPLEMENTATION REPORTS ON DECISION TAKEN iN 232"
MEETING OF BOARD HELD ON 4™" FEBRUARY, 7013,
P 8. Implementation 1eport of 232™ meeting of Board of Directors held on 4"
Fobruary, 2013 were placed before the Board

Approval of Quarterly Accounts of State Life by Board of Directors before
eubm;sscon to SECP,

o 9. DH(F&A) informed the Board that since the accounts are prepared in Sate
‘f‘”""f’” ‘ Life manually and 22 davs are required for finalization of commussion for the
{;\,'f)hh previous maonth, it was not possible for F&A Division under the pm”f‘nt scenario to
OVFE&A sttbmit the quarterly acoounts for approval before the Board Audit Committas and
the Board of Direclors prior to its submission to SECP,

10, The Board of Directors decided that DH(F&A) should get the quaiterly anc
annual accounts reviewed by the Board Audit Committee and approved by the
Board of Directors before its submission to SECP and to submit details and
timeline for completion of each activity resulting in finalization of the above
accounts at the next meeting of the Board Audit Committee for its review whick
was agreed to by the DH(F&A).

Formal Inquiry Report to investigate and bring the facts on record and fiy
responstbility on the officials for not making any provision of Pensior
Liabitity in the Accounts of State Life.

Action: 11 The Inguiry Report will be submitted by tha Chairman tc the Board of
Ghalrman Directors at its next meeting.

Tangible Fixed Assets, coding and physical verification and maintenance of
fixed asset reqister.

Action:
Se m"afy 12. After discussion, the Board requested DH(F&GES) to submil a repot 7
(BAG compliance of the directives of the Board Audit Committee an tha abhovs sphingt o
DH{P&(; 8) . , :
the next meeting of the Board of Directors.
CHAIRMAN'S
; & : s s . B R b INITIALS
Policy/SOPs for making provision and identificaticn of continge::t liabiinies, —
Action 13. After deliberations, the Board ditected DH(F&A; to subewt o demilen
o Memorandum in this respect to the Board Audit Commitien at it 5 vt mooting for
(BAL revistting its recommendations earlier given to the Board of Diveotor = which was
OHE&L] considerad and approved by the Board of Directors at its 232" mecting hnid o

4" February, 2012,
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Action:
Secretary
{BAC)
DH(F&A)

Action:
Secretary
{REIC)
DH{Inv}
DH(LAD)

Action:
DH{RED

Action:
DH(G&P)

Action.
DH(P&GS)

Proposal of revision in guidelines and chart of delegation of financial
powers.

14. The Board was informed that as directed by the Board Audit Committee at its
47" meeting held on 31-01-2013, the draft guidelines and chart of delegation of
financial powers relating to the Chairman, Executive Directors and Divisional
Heads elaborating existing delegation of powers compared with proposed revision
in delegation of powers has been submitted to the Secretary, Board Audit
Committee which will be presented at the next meeting of the Board Audit
Committee for framing of recommendation to the Board of Directors for approval.
The delegation of powers of Regional Chiefs, Zonal Heads and other officers shall
be decided/approved by the Chairman of the Corporation.

Offer for subscription of Preference Shares of Silk Bank Limited.

15 The above matter was extensively discussed and deliberated upon af the 287"
meeting of REIC held on 8" March, 2013 and the minutes thereof together with
recommendations was submitted to the Board of Directors for consideration and
approval

Construction of State Life Building at Benazirabad(Nawabshah} and
installation and updation of fire detecting system comprising of panel fire
alarm/ffire sprinklers in all State Life Buildings.

16. The Board was informed that the appointment of Consultant for the above
task is under process

Waseela-e-Sehet Health Insurance Froject of Benazir Income Support
Program

17. The Board was informed that as directed, the media campaign would b2
launched in the project districts with the cooperation of BISP and the possibility of
launching by State Life of Health Insurance on a commercial basis would b2
fooked into by G&P Division

Revision of Pension Scheme for the officers of the Corporation.

18. The revised Pension Scheme shall be placed in the next meeting of the
Board of Directors,

19. The implementation report was noted by the Board,
ITEM (3) CONFIRMATION OF TERMS OF REFERENCE(TOR) FOR THE

BOARD IT COMMITTEE PASSED THROUGH CIRCULATION.
(ED(IT)'s Memorandum dated 27-02-2013)

20. The Board of Directors at its 232™ meeting held on 4" February, 2013
considered a position paper on current status of automation of State Life in
respect of implementation of pre-packaged software sclution and after discussing
the same at length resolved to approve constitution of Board IT Committee and
directed IT Division to prepare the Terms of Reference of the IT Committee and to
get it approved from the Members of the Board through circulation.

CHAIRMAN'S
INITIALS
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21, Accordingly, ED(IT) submitted to the Corporate Affairs Division a
Memorandum dated 27" February, 2013 regarding suggested Terms of
Reference (TOR) for the Board IT Committee to be passed by Members of the
Board through circulation. The Memorandum contents of which are given below
was circulated to the Members of the Board who approved the same by putting
signatures against their name on the Memorandum.

Contents of the Memorandum approved through circulation

22, ED(T) submitted proposed TOR's as under -

)

23. State Life Insurance Corporation being the industry leader in insurance secter
has been making extensive efforts for technology up-gradation to improve internal
communication within and between offices; ensure & facilitate efficiency i
business operations by providing better customer services and to provide instant
access to strategic information which is essentially required for better decision
making. For the purpose, exercise with a consultant firm M/S. BearingPoint was
carried out to design new IT Strategy for State Life. The major components of IT
Strategy are:

Short Term

» Replace the legacy applications and to fulfill the
information requirements of all functions of State Life

* Acquisition and implementation of Pre-Packaged
Software Solution for Core Insurance Business and
Support Business Functions and customise it for
implementation with time line, with capability to match
present & future needs.

e Review & improve IT infrastructure

Medium - Long Term
»  Work Flow Management System / Office Automation
e Electronic Document Management System
* Preparation of Disaster Management/Recovery Site
» Data Warehousing & Management Information
Decision Support System
» Re-structuring of IT HR functions

24. To achieve above objectives, an agreement for implementation Pre-packaged _—
ERP Suite having following modules related with Core Insurance Business & e
Support functions of SLIC was signed with M/S. Sidat Hyder Morshad Associates =
{(SHMA) in February 2010:

i. ILAS - Individual Life Assurance System

ii.  GLAS - Group Life Assurance System

iii. GL — General Ledger

iv. iPAM — Investment Portfolio Management System
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v. HRMS, Pay Roll, Fixed Assets/Inventory & Procurement
’ System
. vi. i-Estate — Real Estate Management
vii.  SHMA - Actuarial System
viii.  SHMA -~ Legal System
X, SHMA — Audit System
25. Besides this, a wide range of aclivities have been started for enhancement of
existing IT infrastructure which includes: procurement, installation & configuration
of desktop PCs to increase the number of functional IT desks, establishmeant of
Tier-2+ level Data Centre and to establish connectivity between Zonal/brancn
Offices and PO.
—~
26. The Board of Directors had in its 232™ mesting held on February 4, 2013
approved the formation of the Beard IT Committee for moniloring process &
progress of implementation activities of IT Strategy. The Board of Directors alss
directed T Division to prepare Terms of Reference {TORSs) of the Committee, and
directed to get it approved from the members of the Board through circulation.
Role of the Board IT Committee
The role of the Committee is as follows:
+  Outline & approve IT Strategy to commensurate with the necds of ths
company
»  Approve projects required to implement IT Strategy
»  Ensures T Strateqy is aligned with organizational stiategy.
 Approve or reject changes in the projects which may impact on
— timelines and budget.
I/ ~
» Assess progress and report on IT Projects to the Board.
*+  Provide advice and guidance on the issues faced/surfaced by project
implementation team or other user divisions/departments
+  Use influence and authority to assist the project irmplementation team
in achieving its goals.
Committee Chair
— The Chairman State Life is the Prime Sponsor and will Chair the Committee L
if the Prime Sponsor be unable to attend a maeting, senior most member of
F the committee will serve as Committee Chair.
Secretary IT Committee
The Project Director, DGM(IT) will act as Secretary of IT Commitiee. —
INITIALS

Responsibilities of the Secretary IT Committee
The responsibitities of the Secretary Committee Chair are as follows:

+« Arrange & Coordinate Board IT Committee meetings and circulate
notice of the meeting to all committee members with approval of the
chair well in advance. The meeting notice must show date, time and
venue.




STATE LIFE PAGE NO

3972
INSURANCE CORPORATION OF PAKISTAN
MINUTES OF 233%° MEETING OF THE BOARD OF DIRECTORS
DIRECTORS HELD AT . ON TIME
T
MINUTE BOOK KARACHI 117" MARCH, 2013

Prepare/Set the agenda for each meeting and get its approval from the
Chair before circulation to the members of IT Committee

Ensure that agenda and supporting materials are delivered to
members in advance of meetings.

Make the objectives of each meeting clear to members and explain the
agenda at the beginning of each meeting,

Clarify and summarize the minutes of the previous meeting duly
approved by the Chair and any objection or dissenting note by tha
members.

Keep the meetings moving by putting time limits on agenda items and
keeping all meetings within the time limits agreed by the Committee.
Encourage broad participation from members in discussion

Sum-up  meeting  with  a summary  of  decisions  and
assignments/responsibilities.

Role of IT Committee Members

Individual IT Committee members have the following responsibilities:

®

Understand the goals, objectives, and desired outcomes of the SLIC's
[T Strategy and projects in line with the strategy.

Understand and represent the interests of all stakeholders

Take a genuine interest in the project’s outcomes and overall success.
Act on opportunities to communicate positively about the projects
related with IT Strategy.

Ensure that the management is making sensible financial decisions —
especially in procurement and in responding to issues, risks and
proposed project changes.

Check that the project is aligned with the organizational IT strategy as
well as policies and directions of regulators.

Actively participate in meetings through attendance, discussion, and
review of minutes, papers and related documents.

Support open discussion and debate, and encourage fellow
Committee members to voice their insights.

General

The decisions of the IT Committee will be considered
recommendations of the IT Committee for consideration and approval
by the Board of Directors.

This committee shall meet at least once every guarter to monitor
progress of IT Strategy implementation and resolve strategic issues
surfaced.

CHAIRMAN'S
INITIALS
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» Resolution of each meeting will be circulated to all members anc
Secretary of the Board of Directors.

Membership

The Board of Directors in its 2327 meeting held on February 4, 201%
approved the formation of IT Committee for monitoring process &
progress of newly avolved IT Strategy implementation

List of members is as under:

e :
11 | Mr Shahid Aziz Siddia ‘ Chairmar - 5L1C I Chairman ‘
Z ~ 7" }fs:rf::;q !I:mrir N Faﬁemt&er BOD.TSU(; 7 l’-,"x»mbe;
‘ | Mr Mihal lf\xw“.-‘vmic'ﬁ 371;1;;[‘ wlm“ Wember
4 | FirganA Shaikh ! Werber BoD, SLIC Merrher |
5 | Wr ShoabMir | Execuve Director (1T, SLK © Membsr -
f 4 ’ r} Saleem !:hahq o 7‘2%‘-.,13@;31 Hzad (i1, .JQ.JJ | Member :
7 ‘ Mr Muhammad Al Projert Direstor (17, © L- C Mesmiber fi5ecratur
The members mentionsd at serial 1\10.1‘57,6 and 7 wrill Ttomatioalhs
change as and when new official are posted  Anv change in meimber
stated at serial No 2 3 and 4 will subseqguently decided by the Board
Quorum
As per directives of the Board, minimum four (04) Committee members
—~ are required for completing the quorum

Diecision-making Process

+ Unanimity: everyone agrees to a given course of acfion

» Majority: a course of action requires suppoert from more than 50%
members who attend the maeting if there is quorum.

Freguency of Maetings

This committee shall meet at least cnce every guarier to monitor
progress of IT Strategy implementation and resolve strategic Issues
surfaced.

A package will be providad to members at least seven busines:s da
week) in advanice of IT Committee meeting. This package will include the
following:

= Agenda for upcoming meating.

®

Minutes of previous meeting.

3

A progress report of the preject,
«  [Decision papers

be considered at the meeting.

2

Any other documents/infermation b

{982

CHAIRMAN'S
INITIALS
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Action
DHT)

Secretary

(i)

27. Accordingly, the Board is requested to consider and if deemed fit to pass the
following resolution through circulation by putting their signature against thei-
name given below. Clause 3(xi) of State Life Insurance Corporation (general)
Regulations, 1972 states that such resclution would be valid and effective as it
had been passed at a mesting of the Board duly called and constituted. The
resolution to be passed through circulation is as follows:

RESOLVED:
That “the Terms of Reference (TOR) as given above are hereby approved.”

28. The above resolution so passed shall be placed before the Board for
confirmation at its next meeting.

29. Accordingly, the resolution passed thirough circutation was placed before the
Board for confirmation which resolved as under:

RESOLVED:

“that as per Regulation 2(11) of the State Life Insurance Corporation of
Pakistan {(General) Regulations, 1872, the above resolution approving the
Terms of Reference (TOR} of the Board IT Committee passed by way of
circulation by the Board of Directors is hereby confirmed.”

ITEM {4) BONE MARROW TRANSPLANTATION OF MASTER MUHAMMAD
' DANIYAL  S/0 MR.MASHKOOR SHAH, MANAGER(PHS).
PESHAWAR ZONE.

(ED(P&GS)'s Memorandum dated 01-03-2013)

30. Executive Director (P&GS) presented before the Board, a Memorandur
dated 1% March, 2013 regarding bone marrow transplantation of Master
Muhammad Daniyal S/o Mr. Maskhkoor Shah, Manager (PHS), Peshawar Zone.

31. Master Muhammad Daniyal Shah (Patient) and Muhammad Hashir shan
(Donor) sons of Mr. Mashkoor Shah, Manager (PHS), Peshawar Zone C.5.MNo.
307493, is a known case of Beta Thalassemia Major disease since birth. This
disease is one of the type of thalassemia which are inherited autosomal recessive
blood disorders. Thalassemia is caused by variant or missing genes that affect
how the body makes hemoglobin. Hemoglobin is the protein in red blood celis thzt
carries oxygen. People with thalassemia make less hemoglobin and fewer
circulating red blood cells than normal, which results in mild to severe anemia at
Annexure- A to the Memorandum.

32, Master Daniyal Shah is 6% years old under treatment of Dr. Pervaiz
Ahmed Hematologist at Armed Forces Bone Marrow Transplant Centre
(AFBMTC), who has advised for bone marrow transplant which is the best
treatment option available for the said disease and also advised to go for
immediate procedure of bone marrow transplantation in order to avoid any
chances of morbidity and mortality approximately the total cost invalved is Rs 1.5
million at Annexure-B to the Memorandum.

CHAIRMAN'S
INITIALS
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33 Unfortunately there is no Medical cure for such patients in Medical
. Science, who are suffering from fatal Diseases like thalassemia major, except
bone marrow/stem cell transplantation. This is the only treatment for sick child to
survive a healthy life otherwise such children could hardly survive for about 10 fo
15 years of age.

34 As per SLIC Employees Rules and Regulations 1973 Para 8(F) cosmetic
surgery, Plastic surgery and organ transplant is not allowed for our employees so
the subject request is not entertainable at Annexure-C to the Memorandum.

35 However, since the competent authority has allowed kidney transplant in
following two cases and Bone Marrow transplant in one case after taking due
approval of Executive committee and Board of Directors respectively.

I Mr. Shahbuddin, Jr. Office Assistant of Karachi Central Zane, in the vea
1995 from Executive Committee (Annexure-D to the Memarandum)

ii. Mr. Benjamin Nathaniel, Naib Quasid (G&P) Lahore Central Zone in the
vear 2002 from Board of Directors.(Annexure-E to the Memorandiim)

i Mr. Muhammad Aquil Manager (Mktg) Lahore Central Zone in the vea
2010 from Board of Directors (Annexure-F to the Memorandum

36, Considering the above circumstanzes the request of Mi. Mashkoor Shah,
Manager (PHS), Peshawar Zone for the treatment of his sons ie Muhammad
Daniyal Shah (Patient) and Muhammad Hashir shah (Donor) for Bone Marrow
Transplant at AFBMT Rawalpindi with approximate cost of Rs. 5 million 13
placed before Board of Directors for decision

37. On a query from Mr. Farooq Hadi, Director, GM(P&GS) Di Ghacala Mafees,
presented before the Board an extract from Wikipedia that Hematopoietic stem
cell transplantation (HSCT) is the transplantation of multipotent hematopoistic
stem cells usually derived from bone marrow, peripheral blood or umbilical cord
blood. It is a medical procedure in the fieids of hematology and cncology most
often performed for patients for certain cancers of the blood or bone marrow such
as muitiple mveloma or leukemia.

38. Accordingly, the Board resolved as under:

RESOLVED:
Action. “that the proposal of ED(P&GS) Mr. Mubhammad Aslam Havyat and CMO at -
g:gf_’ii:’ the request of Mr. Mashkoor Shah, Manager(PHS), Peshawar Zone far the
Dept. treatment of his sons ie. Muhammad Daniyal Shah (Patient} and

Head{Med) Muhammad Hashir Shah (Donor) for Bone Marrow Transplant at AFBMT,
Rawalpindi with approximate cost of Rs. 1.5 million is hereby approved.”

CHAIRMAN'S
“ihat the recommendation of ED(P&GS) that in supersession of para 8(F) _NITIALS
State Life Employees (Service) Rules and Regulations 1973 which does

gf,’-;;g:w) not allow cosmetic surgery, plastic surgery and organ transplant, the

i 3 " . .

DH(F&A) Chairman  State Life be hereby authorized to approve or the =%

Dept recommendation of Chief Medical Officer on a case to case basis, cases =
Head(Med)

of medical/surgicallemergencies subject to post facto approval of the
Board of Directors is hereby approved.”
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ITEM (5) CONSIDERATION AND APPROVAL OF DRAFT POLICY/SOPS
FOR MAKING PROVISION AND IDENTIFICATION OF
CONTINGENT LIABILITIES.
(ED{F&A) Memorandum dated 15-02-2013)
39. Executive Director (F&A) presented before the Board, a Memarandum date
15" February, 2013 regarding Draft Policy/SOPs for making provision &
identification of contingent liabilities.
40. A Memoranduim has bezn submitted to the Board Audit Commitiee regarding
review of its recommendations given to the Board of Directors in 46" meeting in
o respect of policy for writing back of polisyhiolders' unclaimed amount. which was
approved by the Board of Directors in 232" meeting held on 4™ ebruary, 2012
A1 The diaft Policy/SOPs for Making Frovision & ldentification of Contingeri
Liabilities wes submitted to Board of Directors after maiinn armendments {o
incorporste the recommendations of Board Audii Committas - the Boarc
Foliowing recommendations were incoroorated in the rdraft
1 All receivable incomelfinvestment/loan and income be r=viewes initally
far six months upto 2014 and afterwards on quarterly basi
i) Provisioning of doublful recervable be completed in one aid hali yeay
instead of three years against such receivables
i) Frovisions regarding the receivables against rent be macde o o«
hasis
iv) Provision regarding the legal cases be made on ihe basis of legal
( opinion from Law Affairs Division and if necessary from oudside
lawyars in consultation with Law Affairs Division
V) instead of Rs.20 miliion, court cases upto Rs.10 million a1 more to be
identifiec. reviewed and reported to F&A Division by the Legal Affairs
Division (LAD) for reporting as contingent liabilities.
i) Liability previously written back to be reinstated and paid to the
claimant to the extent of claim be approved with the prior approval o —
ED (F&A)/Chairman, State Life as per financial authority assignad to
abave officers.
42. The Board approved the Policy/SOPs with the recommended changes in itz
232" held on 4" February, 2013. One of the significant amendments proposed by
the BAC in the Policy/SOPs relates to writing back of policy clzims (copy of
Board's minutes aftached as Annex "A° to the Memorandum) The BAC CHAIRMAN'S
recommendation to the Board is as unde: INITIALS

“Policy of treating unclaimed policy amouni will continue t opetate as
per existing Rules Current Poliey stipulate payment of claims within five
years of expiry of life policy after obtaining prior approval of ED (F&A)
and Chatrman of the company Simultaneously. the amount of alaim =0
paid will be debited o income account and ereditad to liahility acacount”
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Y
Action:
Secretary
(BAC}
DH{F&A)
/‘\

Action:
Secretary
(BAC)
DH{F&A)

43. It is stated that the policy for writing back of policyholders’ claims after three
years instead of five years was adopted in 2004 vide Corporation's circular
No.PHS/PO/CIR/06/2004 dated 9% February, 2004 (Annex "B" to the
Memorandum) on the advice of statutory auditors in compliance of International
Accounting Standards. The policy is being followed continuously in the
Corporation since then. Another point for reconsideration is regarding the
approving authority. The BAC has recommended to get the written back claim
reinstated after approval of ED (F&A)/Chairman as per their financial authority.
The practice is that when the policyholder/claimant approached the zonal office foi
payment of claim and the Claims Department is fully satisfied with tha
genuineness of the claim and claimant, the written back claim = rainstated and
paid as per delegation of financial powers to officers in the zone The third 1esie 13
accounting treatment of payment of reinstated claim which was previously written
hack As per International Accounting Standards (1AS), reinstatement of claims
(previously written back) cannot be macdle by debiting the Income, as I1AS does not
aliow fo reverse the income recorded in the previous period rathar it states that the
teinstatement should be recorded as expense in the year of reinstatement,

ad. 1l is, therefore, requested the members of Board Audit Committee to revisit
therr recommendations and reframe their recommendations regarding writing
back of pelicy claims in the light and reasons mentioned in para 3 abova The
rephrasing is proposed as under:

) Policy claims which are outstanding for three or more vears shall be
written back, as per current policy ie by debiting to Claims Reserve
Account and crediting Unclaimed Outstanding Maturity/Death Claim.

1} In case a policyholder/claimant approaches the zonal office for payment of
claim, which was previously written back, and the Ciaims Department is
fully satisfied with the genuineness of the claim and claimant, the written
back claim be reinstated and payment of reinstated policy claim be made
as per delegaticn of financial powers by debiting to Unclaimed
Outstanding Maturity/Death  Claim  and crediting to Claims Reserve
Account,

45, After deliberations, the Board directed DH(F&A) to obtain the opinion of the
external auditors and submit a Memorandum in this respect to the Board Audi
Committee at its next meeting for revisiting its recommendations carlier given te
fhe Board of Directors which was considered and approved by the Roard o
Directors at its 232" meeting held on 4" ~ebruary, 2013,

TEM{6) WRITING OFF UNSETTLED AMQUNT OF RS.1 77,585/- DUE
TO ROBBERY AT CASH COUNTER, SHAHDADPUR SECTOR.
MIRPURKHAS ZONE.

(ED(P&GS)'s Memorandum dated 26-02-2013)

46. Executive Director (F&A) presented before the Board. a Memorandum dated
26" February, 2013 regarding writing off unsettled amount of R< 177 5395/ due te
robbery at Cash Counter, Shahdadpur Sector, Mirpurkhas Zone.

CHAIRMAN'S
INITIALS
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47. On 1% October 2010, a dacoity took place at the Cash Counter of
Shahdadpur Sector of Mirpurkhas Zone. An amount of Rs ©33,836/- was looted in
this incident on gun peint.

48. An enquiry committee was constituted vide P&GS Division order dated
10.11.2010 to probe into tha matter and to detect the possibilities of involvemeri
of cfficials of the Sector Office and the Zonal Office. Following responsiblaz
persons were interrogated by the inquiry committee:

a) Mr. Ramzan Ali Office Ascistant Cashier at Sihahdadpur
bj Mr. Ghayasuddin Ansari  Zanal Accountant Mirpurkhas Trone
P o} My Masond Anwar Aigin Sector Head Shahdadpur

43 Dining the inguiry, above officials had stated that the incidoni tok place due
o bad faw & order situation. which waa bevond their contrel Tha inminny
commiliee found no involvement of any 2mployee of the Sector or Zonal Office in
the robbary

50, Claim was lodged with NICL against the robbed amount of Re 533 836/ but
NICL paid only Rs 356 241/- Against the claim leaving an amount of 2s 177 595:.
unsetiled. The recovery of unsettled amount is not possible as the inciden:
occurred due to law and order situation. no employee was involved in the robber
in any way and the robbers could not be identified. Therefore, trsetiled apount o°
Rs 177,595/ is to be written off

of. Zonal Accountant, Mirpurkhas was directed to ascertaiin the ieason o
approval of claim less thar the Joss occurred, which was esiablished ang
approved by the insurer. On enquiry of the: Zone, NICL vide letter dated 72 2017
4= informed that at the fime of incident. the cash was in excess than the sum
assured, hence they had applied average clause as under:

| (sum assured X Lose)/Value at Risk (500,000 X 533,8361/749,261 = 456,241

52. In view of the position explained above and clarification of the NICL, the
maticer is placed before the Roard of Directors to consider the vrite off unsetiledd
portion of claimed amount of Rs.177 525/ as per details shown balow

*  Totalloss occurred Rs.533,236
* ess:Claim recewved from MICL Rs.356,241
» Balance unsettled amount Rs.177,595
83 Accordingly, the Board resolved as under:;
- CHAIRMAN'S
INITIALS
RESOLVED:
Action: ‘that the recommendation of ED(F&A), to write off the balance unseitied
DH(P&G ) amount of Rs. 177 695/ in respect of dacoity of Rs.533,836/-, ai the Cash

DH(F&A : oy : 4
(F&A) Counter, Shahdadpur Sector, Mirpurkhas Zone is hereby approved.
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TEM(7) POSITION PAPER ON CURRENT STATUS OF INVESTMENT BY
STATE LIFE OF RS. 120 MILLION ON AN QFFER FOR SUBSCRIPTION
OF PREFERENCE SHARES OF SILK BANK LIMITED TO FULFILL
MINIMUM CAPITAL REQUIREMENT OF THE BANK.
(DH(Investment)’'s Memorandum dated 05-03-2013)

54. Divisional Head (Investment) presented before the Board, a Position Paper on
current status of investment by State Life of Rs 120 million on an offer fo-
subscription of preference shares of Silk Bank Limited to fulfill minimum capitai
requiremaent of the bank.

55. The Board of Directors in its 232" meeting held on 4" February 2017%
approved Rs.120 million for subscription of subject instrument and passad
following resolution in this respect.

Resolved:
“that the minutes of 27" meeting of Real Estate and Investment Committes
held on 11" January 2013 together with observations/racommendations are
approved:-

Offer for subscription of Preference shares of Silk Bank Limited

‘that the recommendation of REIC on the propesal of DM (vestment) to
forward to the Board of Directors for consideration and further advice the
request of Silk bank for investment of Rs.500 million by State Life i
Perpetual.  Non-Cumulative, Convertible, Preference Shares  (PNCPS)
yielding 14% annualized holding period return to be issued under the
tripartite agreement to be signed by Silk Bank (as issuer), Arif Habib
Corporation Limited (as guarantor) and State Life (as investori is hereby
approved for consideration.”

‘that as submitted by DH (Investment), after analyzing instruments in light of
circular - No.F.4.(1)/2002-BR-lIl  and other circulars including SRO
No.309(K)/70 and cluses-5 { b & ¢} of the Budget Wing of Finance Division of
GoP. as well as the policies of insurance Ordinance and Rules and projected
profit after taxes, as suggested by Legal Affairs Division, investment by State
Life of 5% of the total issue of Rs.2.4 billion of Perpetual, Non-Cumulative.
Convertible, Preference Shares (PNCPS) vielding 14% annualized holding
period return amounting to Rs.120 million at a price of Rs 2 .50 per share to
meet the Minimum Capital Requirement of SBP to e guarantead hy Arif Habil
Corporation Ltd , as per indicative terms and conditions of the instrument and
as per clauses 3 & 4 of the tripartite agreement titled as put option agreement
to be signed by and amongst the issuer, Arif Habib Corporation Lid. andl
identified investors in order o maksa the transaction effective nn maturity is CHAIRMAN'S
hereby approved. The preference shares are being issued to meet the _NITIALS
unsubscribed amount of the 311% of right shares eariier izsued o the
ordinary share holders at a discounted price of Rs.2.50 per share against the
face value of R3.10 each. The life of the preferance shares will be three years
after which if the bank does not exercise the call option, the investor will have
the choice either to sell the preference shares of Arif Habib Corporation
Limited at the strike price of Rs.3.70 per share by exercising put option ar opt

o _________ I
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to convert the same in common shares of Silk Bank at a ratio of 1:1."

“that Chairman and Division Head (Investment) are hereby authorized to do
all such act and execute agreement as is necessary to make the above
investment.”

56, DH{lnvestment) submitted in his position paper on investment of Rs. 120
million in perpetual, non-cumulative, convertible preference shares issued of Silk
Bank Limited, that in process of vetting the above mentioned agreements, legal
Affairs Division made following observations which are being reproduced for review
of Board.

' In view of the REIC mamorandum reproduced below and the: fact that ne
dividends have been paid for last five vears as reflected at para 12 «f the
minutes of the 27" REIC meeting held on 11" January, 2013 totally andarse
the view at para 21 of the minutes of the 27" REIC meeting and the « £ 0 iz
of considered opinion that preferential share purchase option is a nomviable
arne

57, DH(Investment) has mentioned in his position paper submitied to the Boar
that It is to be noted that admissibility of the subject instrument wac acldressad al
pata 3(a) along with detailed analysis of the instrument by the Investment Divisien
in the context of risk and return, from paras 4(a) to (d) in the memorandurn
submitted by investment Division before REIC in its 27" mesling held on 117
danuary 2013 The contents of the memarandum of DH{Jnvestment) 1= qiven
betow at para-79
58. The matter was eatlier placed before REIC in its 28" meating held on &7
. March 2013 to review the matter in the light of observation mada by Legal Affairs

Division with respect to admissibility of the subject investment.

59. DH(LAD)Y was invited to the meeting of the 28" REIC to clarify the opinien of
Legal Affairs Division He explained that the legal aspect noted by the Divisioa
was concerning the admissibility of the investment in the light of SRO 309K para
c(ity in which it has been stated that in case of investment in Preference Share of
any company, dividends on its ordinary shares have been paid for the three vears
immediately preceding the date of investment or for at least three out of the five
years immediately preceding the date of investment. He also referred Ministry of
Finance circular # F-4¢1)/2002-BR Il dated 2™ July 2003 clause 5(b) which states
that Public listed shares/units should have a total return comprising the dividen:
paid and appreciation in value which exceeds the average six months Treasury
Bill rate for the last three years. He expressed his views that the investment in this
venture contradicts the above provisions and we are bound to stick to these R
pravisions being public sector organizations. EHAIRMAN'S
INITIALS
60. DH(Investment) submitted that the Board may like to consider the epinion of
Legal Affair Division in the context of its decision of subscription of Perpetua
Non-Cumulative, Convertible, Preference Shares issue of Silk Bank Ltd. made i E
232" meeting of the Board held on 4" February 2013. ==
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81. The members of REIC at its 28" meeting considered the views of Legal Affair
Division in the context of decision of subscription of Perpetual, Non-Cumulative:
Convertible, Preference Shares issue of Silk Bank Ltd., made in 232™ meeting of

the Board hzld on 4th February 2013,

62. The Committee felt that the return offered by the Silk Bank of 14% on PNCPS
over a period of three years or earlier subject to exercise of calt/put option iz quite
viable in view of the prevailing low returr on other investment oppertunities
available ranging between @ 50% to 11.00%. This is also strengihened by tha
specific perfarmance guaraniee by Arif Habib Corporation Limited which 15 itseff
double-A rated and paying dividends over the preceding years. The Committes
Vo find that the provision of MoF circular referred by DH(LAD) o applicable to tha
fisterd shares while this issue is non-histed  The Board has iaken decision
considering low risk on this investment keeping in view the actve monitoring and
supervision by SBF on the banking sector. The Committee considered the
investment fully secured and resolved as under -

“that the REIC racommend (o the Board to revisit the cecizion taken in

R als

232" meeting held on 4™ February 2013 and reaffirm its previous aperovii
for the placement of R=, 120 million in PNCPS issued by Sitle Bank, 1t was
further resolved that the agreements will include specific clause with
regard to mergetfacquisition of bank and in such case ensuring the
protection of Investment of the Corporation.”

3. Contents of Memorandum of DH{Investment) Division submittted to the Real
Fatate and investment Committee at its 27" REIC meeting held on 1 (" danuan
2013:-

PKR 2,400 million Perpetual, Non-Cumulative, Converlible, Prefe ence
‘ Shares issvue of SILKBANK Limited,

1. Investment Proposal:
SILKBANK vide its letter dated 3" December 2012 solicited State Lifa's
interest for Private Placement of Perpetual, Non-Cumulative, Convertible,
Preference Shares (PNCPS). (Annexure A to the memorandum)

N

Transaction’s descriptions:

The instrument under consideration is a Perpetual Mon-Cumtilative,
Convertible, Preference Shares of SILKBANK Total size of the issue iz
Rs.2,400 mn inclusive of a Green Shoe Option of Ks.1.000 mn
represented by =360 000= units offered to investors at a price of Rs.2.50
per share.

Oinee the units of PNCPS subscribed the bank may repurchase it, but not CHAIRMAN'S
obliged to, from investors after one year from the date of issue by INITIALS

=

exercising Call Option either in full or part at any time after one vear frora
the issue date at a price assures annualized yielding of 14% o invesinrs,

Life of the PNCPS share iz three years. If the bank does not exeicize the
Call Option then investors will have choice either to seil it to Arif Habio
Corporation Limited at the strike price of R5.3.70 per chare by exercising

R e ———— R R R R R R RRRRRRRRRRRRRRERRRERREERRR=
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Put Option or may opt to convert the same intoe Common Shares of
SILKBANK at a ratio of 1:1.

Arif Habib Corporation Limited has been designated a2z Guarantor to the
transaction as per Indicative Terms and Condition of the instrument and
as per clauses 3 and 4 of the tripartite agreement, titiad a3 Put Opticn
Agreement  which to be signed by and amongst the lssuer, AHC! and
ldentified Investors in order to make the transaction effective

s to be noted that the Put Option Agreement makas the bank free fram
any legal encumbrances of either buying units of FNCFS back from
p-= investors and or of becoming party to dispute incase AHCL defaulted on
i~ obhgation of buying PNCPS from the imvestors

The hank s issuing PNCPS to fulfill Minimum Capily! Requirement z4
faduired by State Bank of Pakistan. As of 2002, pavi up capital of the
bank 15 Rs.5 47 bn, free of losses, whereby it reguired o be Rs G bn and
Hs 10 bn by the end of year 2013 and 2014 respectively The size of the
proposed transaction is alrmos! ecual in value to unsubsoribed right i.e of
s 24 b The bank had offered 311% right offers (0 2004 at »
discounted price of Rs.2.50 per share against the face value of Rs 10
each. As per director's reports of first half of 2010, the r1ight offer was
subsceribed by total amount of Rs 4.4 bn out of total isstis size of Re 7 bn

The issuance of the subject instrument is in accordance with the clause
13 of Prudential Regulations for Corporate/Commercia! Banking of State
Bank of Pakistan dated January 31, 2011 which allows banks to issues
such instruments bearing features of Call or Put Options and permits the
P proceed raised through sale of it treats as equity till maturity. Details of
mstrument can be at indicative Terms and Conditions. i Annaxiire B & C fo
the memorandum)

(o]

Investment Feasibility:

Invesiment feasibility of the PMNCPS has been analvzed flom ihs
perspective of Admissibility of the Investment Proposa! as par gaverning
rules and regulations for investment Return on investment. Financial
strength of the Issuer in respect of honoring the transactional obligation:
and the Resource available to investors in case Arif Habib Corporation
Limited defaulted to purchase PNTPS units from investors Lipor maturity
of the same.

a- Admissibility of the Investment Proposal:

As per Gub clause (i) of Clause (c) of S.R.O.304(K)/70 daterd 21 N
March 1970 of Ministry of Commerce, accordingly Corporation may CHAIRMAN'S
invest in Preference shares of only those companies which have paid m—
dividend on its Common Shares for three years immediaialy precading %
the date of investment or atdeast three out of the fiue veais =
immediately preceding the date of investment. Following is the payout =
profile of the SILKBANK over the periog of last five years (annexiie O
to the memorandum)
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SILKBANK Limited.

Year 2007 2008 2008 2010 2011

Cash Div (Rs/Share) 000 0.00 0.00 000 0.00

Bonus Share (%) 0.00 000 000 000 000

b- Return on Investiment;
The instrument offers 14% Internal Rate of Return, which is in fact
14% Heolding Period Yield. Return has been assured by embedding
Put and Call Options.

In case of exercising Call Option by the bank, this is exercisable al
—~ any time after one year from the Issue Date, at a price vielding 14%
annualized holding period return. Otherwise, Investors may either sell
PNCPS to AHCL at a price of Rs.3.70 per unit upon maturity.

4. Risk Analysis:
a- Exposure on Arif Habib Corporation Ltd., not on the bank,

Clause 3 of the tripartite agreement absolvas the bank flont repurchasing
of PNCPS at Rs.3.70 per units from the investors by designating
AHCL as a Guarantot to do the same Lpon the maturity in

compliance to Put Option by the investors

Short and Long Term Entity Rating of AHCL i1s AA (Double A), as
assigned by JCR-VIS  Credit Rating Agency, suggests stable outlook for
the entity with respect to fulfilling its  financial obligation. The rating is
based on the financial strength AHCL derives from investments  in  key
economic sectors including fertilizer, financial services, steel, cement,
power and real estate, however, earning streams are largely dependert
— onfew  strong investees, whick itself significantly concentrated in the
fertilizer sector: with performance of one company having been
adversely affected due to gas shortage.

AHCL reported Net Profit of Rs.4,254 mn for the year anded 30" June
2012, this includes Rs.2,036 mn of gain on re-measurement cf
investment, which is an unrealized ones,  thus reduced the Net profit by
hie same amount almost.

it is the persistent negative cash flow since 2009, which happened to be
around  Rs 1674 mn in 2012, raises concern about AHCL's ability cf
honauring its repurchase obligation as per tripartite agreemen.
Financial size of repurchase  obligation has been estimated around
R5.3.552 billion.

my . - . ) CHAIRMAN'S
b- Bank’'s financial capability of redeeming Preference Shares INITIALS

under Gall Option Scenario:
In order to make barks financially capable of redeeming the Preference
Shares, Clause 13 of Prudential Regulations for Corporate/Commercial
Banking of State Bank of Pakistan dated January 31, 2011, require
banks to establish Sinking Fund for the purpose (Annexure C)







