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CONFIDENTIAL AND RESTRICTED -

1. Mr. Shahid Aziz Siddigi
2. M. Faroog Hadi

3. Mr. Wazir Ali Khoja

4. Mr. Nihal Anwar

5. Mr. Furgan A. Shaikh

pr. Akbarali Hussain

LEAVE OF ABSENCE —
Wr. Fazal Abbas Maken
Mr. Husain Lawai

M. Tufail Shailkh
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Chairman, State Life.

The 234" Mesting of the Board of Directors of State Life Insurance
Corporation of Pakistan was held on Monday, 3 April, 2013 at 11.00 a.m. in the
Roard Roorn, State Life Building No.9, Dr. Ziauddin Ahmed Road, Karachi.

Chairman
Director
Director
Direcior
Direcior

Secretary Board

Director
Director
Director

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

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

Mr. Attaullah A. Rasheed, Secretary (REIC)/DH{Invesiment)

Mr. Nasimul Haque, Divisional Head (Real Estate)

Mr. lzgar Khan, Divisional Head (Marketing)

Mr. Nadeem Bessey, Divisional Head (G&P/HI)

Mr. Aliaf Ahmed Shaikh, Secretary (BAC)/Divisional Head (IA&C)
Wi, Fazal-ur-Rehman, DH{LAD)

3. The meseting started with recitation of verses from the Holy Quran by the

ITEM {1} CONFIRMATION OF MINUTES OF 233"
MEETING OF THE BOARD OF DIRECTORS.

confirmed.

RESOLVED: 7

6. Accordingly, it was resolved as under:-

4 The minutes of the 233" meeting of the Board of Directors held on 11"
March, 2013 were placed before the Board.

5. Mr. Farcoq Hadi, Director proposed and Mr, Wazir Ali Khoja, Director
seconded that the minutes of 233 meeting of the Board of Directors be

“that the Minutes of 233™ meeting of Board of Directors held on 11"
March, 2013 are confirmead.”
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Action:
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e

DH{F&EA]}

™

Acticm:
Becretary
{BAC)
DH(F&GS)

Acticn:
Becretary
o (BALC)
DH{P&GE)

Action:
Becretary
{BAC)
DH{F&A)

j

TEM (2} IMPLEMENTATION REPORTS GN DECISION TAKEN IN 233"
MEETING OF BOARD HELD ON 11™ MARCH, 2013.

7. Implementation report of 233 meeting of Board of Directors held on 115

March, 2013 were placed before the Board.

Approval of Quarterly Accounts of State Life by Board of Birectors before
submission to SECP,

8. The Board of Directors at its 2339 Meeting had decided that DH(F&A)
should get the quarterly and annual accounts reviewed by the Board Audit
Commitiee and approved by the Board of Directors before its submission to SECP
and to submit details and timeline for completion of each activity resuliing in
finalization of the above accounts at the next meeting of the Board Audit
Commitiee for its review,

9, Secretary (BAC) informed the Board that a Memecrandum, containing

calendar of evenis for preparation and submission of quarterly accounts was

submitted by DHF&A) to Board Audit Committee at its 48" Mesting held on 2m
¥ )

April, 2013, - '

Formal Inquiry Report fo 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,

10, The Inguiry Repoit is placed at item & of the Agenda of the 234" Board
Meeling.

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

11, As per directives of the BAC the job of transferring of data of fixed assets 1o
new format in terms of section 230 of Company Ordinance 1884 read with TR&
have been completed in the Corporation.

12. A policy for coding and physical verification have been circulated and a
Committee has also being constituted for coeding and physical verification of
assels vide letter dated 04-03-2013.

Policy/30Ps for making provision and identification of contingent liabilities,

13. A Memorandum on the subject matter was submitted by DH{F&A) to BAC
at its 48" Meeting held on ond April, 2013 for revisiting its earlier recommendations
given to the Beard of Directors at ils 232™ Meeting which was considered and
approved. A position paper given therein details of the recommendlations of the
Board Audit Committee framed after detailed discussions for review and approval
of tha Board. ion paper is placed at tem 8" of the Agenda of the 254"

sord Meeting requesting for revision in earlier decision of writing back of policy

CHAIRMAN'S
INITIALS




STATE I.“:E PAGE NO 4an9

INSURANCE CORPORATION OF PAKISTAN

MINUTES OF 234"" MEETING OF THE BOARD OF DIRECTORS

DIRECTORS

HELD AT ON

TIME

MINUTE BOOK

KARACHI 3RP APRIL. 2013

Action:
Secretary
Hzt e
DHIF&A}

Aetion:
DH{InV)
_~DHILAD)

Aciion:

DH{RE]

Action:
DH{HD

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

14 A Memorandum was resubmitted to BAC at its 48" Meeting to be held on
2™ April, 2013 and is also placed at ltem No. 7 of the Agenda of 234" Meeting of
the Board of Directors detailing therein the decision of the Board Audit
Commitiee.

Offer for subscription of Preference Shares of Sitk Bank Limited.

15.  The ltem is also being placed at 12 (a) of the Agenda of the 234" Board
Meeting.

Lagal Affairs Division.

186. In terms of the Board Resolution, the agreement for vetling were referred 1o
Mr. Sultan A. Allana, Advocate who showed his in ability to undertake the said
task due to preoccupation. Thereafter, with approval of the Chairman, the
agresments were veited and amended by M/s. Sattar & Sattar, Advocates as per
directives of the Board of Directors.

investment Division.

17. DH{nvestment) informed the Board that complying to the decision of the
Roard, a sum of Rs, 110 million {(44mn. Preference shares (PNCPS)} of Silk
Bank subscribed @ Rs. 2.50/ each on 25-03-2013.

18. Put option and shares subscription agreements signed duly vetted by Mfs.
Sattar & Satiar, Advocates through LAD,

19. Proof of commitments for Rs. 2,090 mn(2,200-110) from investors received
from the bank,

20. Chairman had authorized GM(Investment) to sign agreements on behalf of
State Life.

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

21.  Advertisement for pre-qualification of Consuitant released in newspaper in
English Dawn dated 21 March, 2013.

Waseela-e-Sehet Health Insurance Project of Benazir Income Support
Prograim

22 The media campaign would be launched with the cooperation of Benazir
Income Support Program (BISP), after General Election 2013 of Pakistan.

23. Health Insurance Division will certainly take up health insurance for
commercial corporate basis after gaining adequate experience and capacity
building from the pilot project of Faisalabad District.

CHAIRMAN'S
INITIALS
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DH(P&GS)

Actiom
ED(IT)
DHATY

Action:
ED(P&GS)
DH{P&GE)

Agtien:

DHIP&GS)

DH(F&A}

Action:
DH(inv)

Action:
DH{nv}

Action:
DH{RE)

Action:
DH(RE)

Revision of Pension Scheme for the officers of the Corporation.

24. The revised Pension Scheme shall be placed before the Board in due
course of time,

Confirmation of Terms of Reference (TOR) for the Board IT Committee
passed through Circulation.

25,  The ‘Terms of Reference’ (TOR) of the ‘Board IT Committee’ approved by
the Board of Directors will be pursued.

Bone Marrow Transplantation of Master Muhammad Daniyal S/0 Mr.
Mashkoor Shah, Manager{PHS), Peshawar Zone,

26. The decision of the Board of Directors regarding permission of Bone Marrow
Transplantation of Master Muhammad Daniyal, S/O Mr. Mashkoor Shah, Manager
{PHS) Peshawar Zone has been communicated to Peshawar Zone.

Writing Off of Unsettled Amount of Rs. 177,895/- due to Robbery at Cash
Counter, Shahdapur Sector, Mirpurkhas Zone.

27. Instructions have been issued to the concerned Zone for taking write-off
&

Dues of State Life from Privatization Commission (PC) on Account of Burma
Qil Mills Shares.

28, Complied and necessary entries have been incorporated in the Books of
Accounts.

Legal Case in respect of Decree passed by the Sr. Civil Judge, Karachi in
Civil Suit No. 301 of 1978 (New Suit No. 2556/96), State Life V/s. National
Bank of Pakistan.

26, lLeiter dated 05-03-2013 sent to NBP by Investment Divisien informing the
bank of State Life's Board of Director's decision and requested for sending
cheque of Rs. 3.313 mn.

Renting of Vacant Spaces through Real Estate Tenancy Consultant.

30. Advertisement for space availability in State Life buildings already released
in newspapers.

Freezing of Annual Increase in Rent.

31.  Noted for compliance on case to case basis.

CHAIRMAN'S
INITIALS
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-Purchase of Car Parking Space and Office Space in Building Adjacent to
State Life Building No. 11, Karachi (international Business and Shopping
Action: Centre).
DH(LAD)
DH({Inv) 32.  Position paper prepared by LAD and is placed at Item No. 12 (o) of the
Agenda of 234" Board Meeting.
33, The implementation report was noted by the Board.
ITEM (3) CONSIDERATION AND APPROVAL OF MINUTES QF 47™
. MEETING OF BOARD AUDIT COMMITTEE HELD ON 31-01-2013,
o~
34. Secrelary, Board Audit Committee presenied before the Board the minutes of
A7" meeting of Board Audit Commitiee held on 31-01-2013 for consideration and
confirmation and  approval of decisionsfrecommendations made by the
Comimittee, A copy of the above minutes duly signed by the Chairman (BAC) are
placed at Annexure-A to the Minutes.
35, Accordingly, the aaam resolved as under;
RESOLVED:
Action: “that the minutes of 47" meeling of Board Audit Committee held on
Secretary 31-01-2013 together with the observationsfrecommendations given below
BAC) are approved -
Katom: “that the recommendations of the BAC that the draft minutes of BAC
b;ui?w meeting be circulated to all Members within 07 working days of date of the
(EAC) ’ meeting and in case no amendments/ correction is proposed by any
— members in subsequent 07 days, the Minutes be taken as approved, was
‘ confirmed by the Board.”
Acilom: “that the recommendation of the BAC that relevant decisions be
Secretary communicated to concerned quarters for compiiance and that the same be
(BAC) immediately complied by the Executive Director/Divisional Head after
obtaining necessary administrative approval from the Chairman of the
Corporation is hereby approved. Secretary BAC is requested fo
communicate the above directives of the BAC fo all concerned.”
Action: “that the recommendation of the BAC that the concerned Division submit to
Secretary BAC an updated position in respect of impairment in available for sale
(BAC) securities and IT security policy is hereby approved.”
Action: “that the recommendation of the BAT to assign the task of conducting vl FRAAN'E
Secretary Audit of Bank reconciliation statements 100% for the month of November INITIALS
(BAT) and December’ 2012 to M/s. Anjum Asim Shahid Rehman, Chartered =
EDF&A) Accountants at a fee of Rs. 300,000/~ and out of pocket expenses
DH(F&A) considering the cost to be mutually decided between F&A Division and the
Auditors and submission of report thereof o BAC alongwith Audit Report
for the year 2012 was hereby approved.”
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“that the recommendation of the BAC fo advertise as per PPRA Rules the
Serre proposal for preparation of gap analysis report and audit manuals to A
BAC rated audit firme as specified by SECP was hereby approved.”
TD{F&AY
DH(F&A} P o o . i s : PR
FINR &G that the directives of the BAC to Divisional Head (F&A) to submit the Draft
DHP&GS) Guidelines and Chart of Delegation of Financial Powers for Chairman and
- Executive Directers only within three weeks to BAC elaborating axisting
*‘*Lz;‘:?m delegation of powers compared with proposed revision in dejegation of
(BACY powers in consolidated format for Chairman and Executive Directors and
EDF&A) that the delegation of powers below EDs shall be decided by the Chairman
DH(F&A) of the Corporation.”
~
ITEM (4] CONSIDERATION AND APPROVAL OF MINUTES OF 1°7
MEETING OF IT COMMITTEE HELD ON 08-03-2013,
36. Secretary, IT Commiltee presented before the Board the minutes of 1%
meeting of |7 Committee held on 08-03-2013 for consideration and confirmation
and approval of decisions/recommendations made by the Committee. A copy of
the above minutes duly signed by the Chairman (ITC) are placed at Annexure-B
to the Minutes.
37. Accordingly, the Board resolved as under:
Action: RESOLVED: ‘
Becratary “that the mintes of 1% meeting of IT Commitiee held on 31-01-2013 fogeiner
(iTe with the observationsirecommendations given below are approved.”
' mi; “thai the recommendation of the IT Commiitlee to IT Division o explore tha
possibiliies for hiring required resources through the out sourcing model
was hereby approved.”
“shat the recommendation of the iT Committee to invite the CEC of Soflware
solution provider Wis. 8.H.M.A. Mr. Umer Morshed and Project Manager of
Consultant Ms. BearingPoint to the next Board IT Committee meeting o
anprise the Commitlee on project progress was hereby approved.”
“that the recommendation of the IT Committes o IT Division to provide
details of the budget approved and consumed on IT strategy implementation
since 2008 was hereby approved.”
ITEN (5]  APPROVAL OF BUDGET PROFOSALS FOR THE YEAR 2013 AND
ACTUAL RESULTS FOR THE YEAR 2012, —_—
{Acting ED{F&A/GM(F&A)'s Memorandum dated 25-03-2013) caInMANS

38, Acting ED{FAANGM(F&A) presented before the Board, a Memorandum
dated 250 March, 2013 approval of budget proposals for the Corporation
sontaining () Actual Results for the year 2011 (i) Approved Budget for the year
2042 (i) Revised Budget for the year 2012, Proposed Budget for the year 2013,
Life Fund, Renewal Fxpenses Ratio, Estimate for Capital Expenditures and its
breakdown for Real Estate Division and L.T. Division.
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38, DHF&A) explained the salient feaiures of the budget proposals in the
presentation on multimedia and replied to the different queries raised by the
Members of the Board. The assumptions on the basis of which the budget has
- peen prepared is given as under:-

40. Budget proposal 2013 is prepared under historic conventions. Following are
the basis for preparation of Budget Proposal-2013:

INCOME
*  Individual Life first year premium estimates are based on historic experience

' and overall economic scenario where as second year and renewal premiums
are estimated at 85% and 90% persistency respectively,

© Group life premium estimates are based on the premium due on existing
policies and keeping in view the future prospective business grotps.

© Investment income estimates are based on income accrue on axisting
investments and - income from future investment of the surplus funds and
expected capiial gains.

+  Real Estate Income is estimated on the basis of existing tenancy position and
income from future expected fenancy keeping in view the overall economic
and the Jaw and order situation in the country

QUTGOD
Policy payments:
*  Maturities are based on the actual maturity date of the policies.

*  Death claims are based on actuarial estimates of mortality ratios.
» Surrenders estimates are based on historic trend.

- Acquisition cost
» Commission eslimates are based on applicable commission rates on first
year, second year and renewal premiums.
© Area manager costs estimates are based on premium income as per
entittements of Area Managers.
o *  Policy stamps and medical examination fee is also based on the FYP.

Admin expenses

* Admin expenses estimates are based on the existing salary of the
stafffofficers and taking into account the provision for future salary rise and

the prevailing expected inflation in the country. ———ee
CHAIRMAN'S
INITIALS

41, Budget proposals for the year 2013 and revised budget for 2012, showing ==
income and its breakup, details of outge and iis breakup info policy paymenis,
Management expenses and ifs breakdown into acquisition cost and other
administrative expenses. Life Fund, portfolio-wise breakup of amount of capital
expenditure and item-wise breakup of capital expenditure for Real Estate Division
and LT, Division are given at Annexure-C to the Minutes,
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42. DH{F&A) informed the Board that SECP has prescribed Management
Expense Limit for life insurance companies vide circular No.6 dated 28" April,
2006. Later on, SECP allowed relaxation in Management Expense Limit for 2011
and 2012 vide circular No.7 of 2011 dated 18" March, 2011 and for 2012 and
2013 vide lefter dated 30" March, 2012 on the request of State Life. The relaxed
limiis for 2012 and 2013 are as under:

Limits as pear circular # amended Maximum
7 of 2041 dated 18" Limits as per circutar
March, 2611 dated 20" Mar 2012

2091 | 22 2012 2013

] First Year Premium (after 107 ; 104% 100% 104% 102%
yﬂar of insurer in the business) E

I

Ham

&5

t
H
|
|
!
|
[ !
/ 1

i) ; Henewsal year's pramium

19% | 18% 19% 18%

43, Renewal Expense ratio of State Life Insurance Cerporation of Pakistan on
actual results for the year 2011, revised budget 2012 and projected budget for
2013 are as under:-

Revised Budget ~ 2012
- after affecting the cuts
SECP's limit 19% 9% 18%

Renewal Expense Ratic of SLIC 17.4% 19% 16%

Descriptions Actual - 2011 Budget - 2013

44, The Management Expenses {Acquisition Cost and Admin Expenses) are
within the limit allowed by SECP after incorporating certain curtailment in
Management Expenses, advised by the Management as under:

» Curtailment in Area Managers’ perks Rs.326 million
= Cuis in Admin Expenses Fs.207 million
+  Non-payment of commission on Policy fee Rs.160 million

Total: Rs.693 million

45 The Board of Directors was reguested to consider Budget Proposals for
2013 and Revised Budget for 2012, as proposed in paras 3 and & of the
Memorandum.

46, The Board of Direclors was also requested o consider and authorize
Executive Director (F&A) to make re-appropriation of budget among different
heads of revenue expenses/capital expenditure, in case a nesd for such re-
appropriation arises within the overall total amount of budget approved by the
Board.

47, Accordingly, the Board resolved as undler:

RESOLVED: CHAIRMAN'S
“that as proposed by DH{F&A), the budget propesals in respect of income INITIALS
{individual life premium income, group life premium, health Insurance
Action: premium less re-insurance and investment and Real Estate income}, outgo,
Egﬁgﬁ {policy payment, management expenses and other expenses), Life Fund,

(F&A) Renewal expenses ratio and capital expenditure given at paras 3, 4 and 5 of
the Memorandum and Annexures C, C-1 and C-2 of the minutes are hereby
approved.”
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Action: “that as propesed by DH(F&A), ED(F&A]} is hereby authorized to make re-

ggéii‘ﬁ’ appropriation of budget amongst different heads of revenue expenses/

capital expenditures, in case a need for such re-appropriation arises within
the overall total amount of budget approved by the Board.”

TEM (8)  FORMAL INGUIRY REPORT TO INVESTIGATE AND BRING THE
FAGTS ON RECORD AND FIX RESPONSIBILITY ON THE
QOFFICIALS FOR NOT MAKING ANY PROVISION OF PENSION
LIABILITY IN THE ACCOUNTS OF STATE LIFE.

— 48.  The Board of Directors at its 223 Meeting held on 14" March, 2012 had
resoived as under -

“that an enquiry be carried out to examine the role of Finance Accounts
Division, Legal Affairs Division and other Divisions and fix responsibility of
the executives. and staff responsible for not making any provision of
pension lability in the accounts of State Life resulting from the judgment of
ihe Lahore High Court upheld by the Supreme Court and provide reasons
for the lapse.”

49, Accordingly, a Commitlee was constituted to invesligate, bring the facts
on record and fix responsibility on the officials for the lapse. The inquiry report
was siubmitted to the Board at its 228" Meeting alongwith the dissenting note of
DH{Legal Affairs).

50.  The Board at its 229" Meeting held on 15" Qctober, 2012, desired that a
tormal inquiry be carried out by the Ms. Talat Waseem, ED(PHS) and a report
thereof be submitted to the Board at its next meeting so that such lapse don't
'8 recuy in future,

51, The Board of Directors at its 232™ Meaeting held on 4 February, 2013
expressed its displeasure at the delay in finalization of the inquiry report and
decided that the inquiry carry out by the Chairman instead of ED(PHS) and the
report be submitied to the Board at its next meeting.

52, The Chairman presenied before the Board, a Formal Inguiry Report 1o
investigate and bring the facts on record and fix responsibility on the officials for
not making any provision of pension Hability in the accounts of State Life.

53, The Chairman informed the Board that the enqguiry report covers two
aspects, the first aspect discusses the mandaie of the Board io take decisions
relating to the major restructuring of employee benefits such as pension, gratuity —_—
efc. The first portion also examines the appropriateness of the decision taken by | SHAIRMAKS .
Board with respect to reducing liability on Corporation. The second aspect deals ey
with the question relating to the non-provisioning of pension liability and io fix the
responsibility on the officials for the lapse in this regard.

D4, sinee the proposed change in pension structure was of fundamental
nature, it was later felt by the Board that such revisions be approved and be
notified by the Ministry, Subsequently, the Board of Directors of State Life in ifs
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Aetion:
ED{PRGS)
DH{P&GS)
DH(F&A)

185" meeting held on 16" March 2002 approved the proposed amendments i
the above stated rules and regulations and sent it to Ministry of
CommercaFinance for approval & notification of the amended regulations in the
official gazette. Correspondence took place between State Life and the Ministry of
Commerce between September, 1998 and January, 2010. The formal reply was
received from the Ministry of Commerce in March, 2011 by mentioning that these
amendments cannol be given approval refrospectively now. The reply also
indicates that the steps taken by the Board were correct but that such change can
only be made prospectively and no retrospective approval can be given. This
statement does not contest the decision of the Board. The only problem is the tin-
necessary delay which was caused by Ministry in giving such decision. In view of
the continuous correspondence made by Stafe Life management, the error seems
{o be on part of Ministry since no concrete efforts were made by Ministry to resolve
ihe case keeping in view the importance of the case.

55. The Chairman informed the Board that there is no mandatory reguirement on
the part of insurer to make provision of cases/law suits that are either pending in
the court as well as in progress till such time that the court decides such case and
there could he legal complication in the form of law suits by the policyholders
against the reduction of surplus on the basis of a running court case. The
statutory auditors also never advised for making provision for such ceses; rather
on the insistence of the statutory auditors a surplus of Rs. 500 million in the
pension/CPF fund was adjusted by F&A Division by stopping further contribution
during 2009 onwards.

56. The Board agreed with the suggestion of the Chairman that the inquiry be
closed as it would not serve much purpose except raise acrimony and mutual
shifting of responsibility. However, proper provisioning be made in future keeping
in view that such provisioning should not be at the cost of the policyholders profit
until and unless a court case is decided.

TEM(7) PROPOSAL FOR REVISION IN THE FINANCIAL POWERS OF
GM/DH/RC/DH ABOVE IN THE CHART OF DELEGATION OF
FINANCIAL POWERS.

{Acting ED{F&A}'s Memorandum dated 02-04-2013)

57. Acting Executive Director (F&A) presented before the Board, a Memorandui
dated 2™ April, 2013 regarding proposal for revision in the financial powers of
GMIDHRC/DH above in the chart of delegation of financial powers.

58. The diaft revision in guidelines and chart of delegaiion of financial powers ¢f
General Manager/Divisional Head/Regional Chief/Zonal Head and above in
hierarchy in the existing chart of delegation of financial powers has been
submitted to the Board Audit Committee at its 48" meefing , as directed by BAC in
its 47" meeling held on 31% January, 2013.

59, The recommendations of the BAC were ratified by the Board of Directors in

its 232" meeting held on 4™ February, 2013. The Board resolved as under:

CHAIRMAN'S
INITIALS
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“that the Memorandum of revision in manual of delegation of financial
powers to Chairman, Executive Directors and Divisional Heads and for
authorizing the Chairman to approve powers fo be delegated to the
officers down the line in the hierarchy be resubmitted to the Board
Audit Commitiee at ifs next meeting for consideration and framing of
its recommendations to the Board of Directors for approval.”

80. Agting ED{FEAYDH(F&A) in compliance, a chart indicating existing and
oroposed revised financial powers intended only io be delegated to General
Managers/Divisional Heads/Regional ChieffZonal Heads and above in hierarchy,
was given in the Memorandum for consideration and approval of the Board Audit
~ Committee at its 48" meeting held on 2™ April, 2013. Revision in guidelines to
chart of Delegation of Financial Powers will be submitied o BAC/Board afier
approval of the Chart of Delegation of Financial Powers.

a1, Acting EDF&AYDHF&A) submifted that there are onily a few accounts
where the powers are proposed to be revised in higher cadres. As a matler of
pririciple, the power which ends below the grade of GM/DH/RC/ZH in the Chart, is
also enipyed by all the ranks in the above hierarchy unless more power is
celegated to them,

82, F&A Division, with the consultation of other Divisional Heads, is of the view
to revise financial powers in lower grades due to operational necessity. The
proposal for revision in financial powers down the line in hierarchy, will be
submitted to the Chairman, as per BAC/Board’s decision,

63. Acting ED(F&A) had requested that the members of Board Audit Committee
may consider fo approve the revision in financial powers of GM/DH/RC/ZH and
above, as proposed in the enclosed chart and recommend fo the Board fo
authorize the Chairman to approve revision in financial powers to be delegated to
the officers down the line in the hierarchy.

84, Acting ED{F&A) staled that the Gowt. Auditors have observed that in terms
of sub Articles (1) and (2)(a) of the Article 49 of Life insurance Nationalization
Order, 1972 (LINQ, 1872), it is mandatory for the Corporation to seek prior
approval of Govt, of Pakistan before delegating iis powers o iis officers. The
relevant atticle of LINO reads as under:

“48. —{1) The Corporation may, with the previous approval of the Central
Government, by nofification in the official Gazelie, make regulations not
inconsistent with this Order and the rules thereunder o provide for all matters
for which provision is expedient for the purpose of giving effect to the
provisions of this Order,

CHAIRMAN'S
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“2)  In particular and without prejudice to the generality of foregoing

powar, such regulations may be provide for —

{a)y the powers and functions of a Corporation which may be
delegated io its officers”
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Aotiom
Sacretary
{BATG
EMFaA
DHF&A)
DHnvy

Action:
Secretary
{BALY
ED(FEA}
DH{FSA)
fRfinw}

Action:
Secretary
(BACYH
ED{FaA}
DHF&A)
DH({Inv}

-B5. Acting ED(F&A) propesed to the Board that in view of the observations of

Govt., Auditors, the Corporation would be well advised to submit the Delegation
of Financial Powers after approval by the Board of Directors to Govt. of Pakistan.

56, Acling ED(F&A) submitted for consideration and approval of the draft
revision in the Chart of Delegation of Financial Powers to GM/DH/RC/ZH and
above, authorize the Chairman to approve revision in powers of the officers down
the line and allow F&A Division fo submit Revised Guideline and Chart of
Delegation of Financial Powers to the Govt. of Pakistan for approval and issue of
gazeile notificetion before making it operational,

67, e Board reileraled Hs policy that the Investment Committee of the
Comporafion s authorized io approve and to fake all necessary steps for
il ent of funds in bank accounis and TFCs in accordance with the
estment pelicy in vogue from fime fo time approved by the Board of Directors
and in line with the contents of SRO 309K and Ministry of Finance circulars
issued  from Hime to fime and the Insurance Ordinance concerning the
admissibility of the investment .

88 The Board decided that as per prevalent practice, the Chart of Dejegation of
Financial Powers and Guidelines need not be referred o the Government of

n for approval and issue of gazelte Notification before making it
operational. it advised Acting ED(F&A) to take up the matter with Government
Auditors and get the observation cleared as matters of the Corporation will come
to standstiil if all financial matters are referred to Government frequently. The
Corporation is autonomous and is run by Board of Directors nominated by the
Federal Government being the only shareholder.

8o, After deliberations, the Board resclved as under:
RESOLVED:

“that the recommendations of the Board Audit Committee at its 48" meeiing
held on 2™ April, 2013 as mentioned in the position paper of Acting
ED(F&A} on the revision suggested by the ED{F&A) in the Chart of
Delegation of Financial Powers of Executive Director and above together
with commenis against each account code placed at Annexure-D to the
minutes of the Board of Directors is hereby approved excepting the power
suggested for Executive Director against account code 332 to 340
regarding investment in Debentures and TFCs. The recommendation of
BAC were confirmed by the Secretary and Members of the BAC present in
the Board Meeting. The power suggested for Executive Committee against
account codes 332-340 will be exercised by Real Estate and Investment
Committee which would review the proposal for investment received from
investment and Real Estate Divisions and submit its recommendation to the
Board for approval. The power proposed against account code 348-349 in
respect of capital expenditure for Executive Committee would now be
submitted directly to the Board of Directors for approval.”

“that the recommendation of the Board Audit Committee fo authorize
Chairman to approve revision in Financial Powers of the officers down the
tine from Executive Director including GM/DHRCIZHDGMAGM
Manager/DM/AM and EO, is hereby approved.”
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“that the Board reiterated its policy that the Investment Committee of the
Corporation is authorized to approve and to take all necessary steps for
placement of funds in bank accounts and TFCs in accordance with the
investment policy in vogue from time to time approved by the Board of
Directors and in line with the contents of SRO 308K and Ministry of Finance
circulars issued from time to time and the Insurance Ordinance concerning the
admissibility of the investment.”

“that the recommendation of the Board Audit Committee that all financial
powers delegated under the chart shall be exercised within the availability of
Revenue/Capital Budget under the respective head of accounts, is hereby
approved.”

“that the recommendation of the Board Audit Committee on the proposal of
Acting ED(F&A) that as a matter of principle, the powers which ends below the
grade of Executive Director in the chart, is also enjoyed by all the ranks i.e. the
Executive Director and Chairman in the above hierarchy unless more powers is
delegated to them is hereby approved.”

“that Acting ED(F&A)DH(F&A) is hereby directed to circulate the chart of
delegation of financial powers together with the guidelines fo all the
Regions/Zones/DHs after incorporating the amendments approved by the Board
for Chairman and Executive Director and for rest of the officers down the line by
the Chairman.”

ITEM (8) APPROVAL OF DRAFT POLICY/SOPS FOR MAKING PROVISION
AND IDENTIFICATION OF CONTINGENT LIABILITIES,

(DH{F&A) Position Note dated 02-04-2013 & copy of
Memeorandum to the BAC dated 25-03-2013)

70. Divisional Head (F&A) presented before the Board, a position note dated 02-04-
2013 together with a copy of Memorandum dated 25" March, 2013 submitted to BAC
regarding Draft Policy/SOPs for making provision & identification of contingent
liabilities.

71. Acting ED(F&AYDH(F&A) infarmed the Board that a memorandum was submitted
to Board Audit Committee requesting for revisiting of their recommendations regarding
reframing the policy for writing back of policy claims and the liabilities which was
considered by BAC at its 48" meeting held on 2™ April, 2013 and decided as under:

a) Writing back of policy claims and reinstatement of all liabilities, if claim arises:

i) Policy claims which are outstanding for three or more years shall be written

back, as per current policy i.e. by debiting to Claims Reserve Account and
crediting Unclaimed Outstanding Maturity/Death Claim into  Income
Account.
[This policy has been adopted under the Income Tax Law, which provides
that if the liability has been allowed as deduction from income from
business and the said liability has not been paid within a period of three
years the end of year in which the deduction was allowed, the unpaid
amount of the liability shall be added back to taxable income and shall be
chargeable to tax under the head “Income from Business” in the first year
following the end of the three years.]

i) In case a policyholder/claimant approaches the zonal office for payment of
claim, which was previously written back, and the Claims Department is
fully satisfied with the genuineness of the claim and claimant, the written
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hack claim be reinstated and payment of reinstated policy claim be made
hy dehiting Unclaimed Outstanding Maturity/Death Claim into current yvear
expenses and crediting to Claims Reserve Account.

[Board Audit Committee vecommended to the Board to approve the
proposed amendment. However, apinion of statutory auditors may be
obtained before implementation of the policy.]

iii) Reinstatement of liabilities including palicy claims will be made after taking
anproval of ED {F&A) for amount upto Rs.1.0 million and from Chairman for
amaunt exceading Rs. 1.0 million.

i3} Financial suthority to approve payment of centingent
liahility arising out of final court order:

The financial authority of the Chairman, earlier approved as Rs.5 million, has been

revised to Bs.10 miilion,

2. Acting ED{F&A) requested that the Board of Directors may please consider
the above recommendations of BAC while appraving the revision in Policy/SOPs
for Making Provision and ldentification of Contingent Liabilities.

Contents of the Memorandum submitted te the Board Audit Committee at its
48" meeting regarding review of its recommendations given by it at its 46"
meeting te the Board of Directors in respect of policy for writing back of

draft:

)

policyholders’ unclaimed amount, which was approved by the Board of

sl

Directors in 232™ mesting held on 4" February, 2013,

72.  The draft Policy/S0Ps for Making Provision & Identification of Contingent
Liabilities was submitted to Board of Directors at its 232™ Meeting after making
amendments to incorporate the recommendations of Board Audit Committee at its
47" meeting to the Board: Following recommendations were incorporated in the

All receivable income/investment/ioan and income be reviewed initially
for six months upto 2014 and afterwards on quarterly basis,

Provisioning of doubtful receivabie be compleled in one and half year
instead of three years against such receivables.

Frovisions ragarding the receivables against rent be macde on yearly
basis.

Provision regarding the legal cases be made on the basis of legal
opinion from Law Affairs Division and if necessary from outside
lawyers in consullation with Law Affairs Division.

instead of Rs.20 million, court cases upto Rs.10 million or more o be
icentified, reviewed and reported to F&A Division by the Legal Affairs
Division (LAD) for reporting as contingent liabilities.
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