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The 42nd meeting of the Board of Directors of State Life
Insurance Corporation of Pakistan was held 'on October 21, 22 and
23, 1976, at Karachi.

The following were present:

Mr., D.M. Quraishi Chairman
Mr. M.G. Hasan Director
Mr. Samee-ul-Hasan Director
Mr, P. Sequeira Director
Mr. S.A. Walajahi Director
- Mr. Nazier Ahmad Jajvi, Assistant General Manager(Investment)

and Mr. A.S.HM. Khan, Manager(Admn) were also present.
The following business was transacted:-
ITEM NO. I. Confirmation of the Minutes of the 40th and

41st Meeting of the Board held on 8/15th May
and 7th July, 1976 respectively at Karachi.

The Minutes of the 40th and 41st Meetings of the Board
held on 8/15th May and 7th July, 1976 respectiely at Karachi
were confirmed.

ITEM NO. IT. To receive and note the Minutes of the 5th ‘and
6th Executive Committee Meetings held on 19th
June, 1976 and 13th September, 1976 respectively,
at Karachi,

The Board received and noted the Minutes of the 5th and
6th Meetings of the Executive Committee of State Life's Board of
Directors held on 19th June 1976 and 13th September, 1976 respec-
tively at Karachi. ’

ITEM NO.III. Re: Approval of the 1975 Accounts of State Life.

The Accounts of the Corporation for the year ended 31st
December, 1975 and the Balance Sheet as on that date together:
with the Auditors Report, were placed before the Board by the L
Bxecutive Director(F&A) for consideration. The following comments
decisions were made by the Board on the accounts:

(1) The Board expressed satisfaction on the significant
economy achieved during the year in management
expenses despite inflation. The Board particularly
noted that renewal expense ratio had taken a downward
trend for the first time since nationalisation. The
Board expressed the hope that efforts to achieve
economy consistent with efficiency, will continue to
be made in future. The Board, however, expressed
great concern on the fall in FYP income and alarming
increase in surrenders and directed the Executive

e TIALS Director(S&D) to take immediate corrective measures.
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(2)

(3)

(4)

(5)

Mr. P. Sequeira drew attention to the Insurance
Appellate Tribunal's decision rejecting State Life's
claim in respect of ILACO shares of the book value

of Ps.1,03,880/- and requested the Board to take note
of the decision with reference to para 6 of the
Auditor's Report in respect of which he was permitted
to have his minutes recorded (Annex - I). The Board
noted the factual position without prejudice to

State Life's right to go in appeal or resort to

any other judicial remedy.

The Board directed that the work of preparing Assets
Register to match the physical inventory of all
furniture, fixture, office equipment and vehicles,
etc. should be speeded up. Mr. II.G. Hasan informed
the Board that the work was in hand and would,
Inshallsh, be completed by the end of this year.

The Board expressed concern on the significant
increase in the estimated liability of outstanding
claims as on 31.12.1975 as compared to last year
and directed that the pace of claims settlement
should be expedited. Mr. Wdlajahi informed the
Board that the position was likely to improve in
1976. !

The Board also expressed great concerrn on the increase
in suspense account under the head 'Premiums and
other Deposits' by about Rs.29 lac in 1975 over the
figures of 1974. The Chairman desired that a syste-
matic effort should be made to freeze the increase
and 'to clear the outstanding suspense as quickly as
possible. Mr. S.A. Walajahi informed the Board

that Mr. S.M. Najmuddin, Manager(PHS), had been
appointed to head a team of 8 PHS Officers to clear
the suspense. The Board decided that Asstt:General
Manager(iccounts), Chief, Internal Audit, and

Mr. Najmuddin should coordinate and assess the staff
requirements of this team and if more staff was
required, the Executive Director(F&A) would arrange
this additional staff. The Board directed that the
team should work under the direct supervision and
control of Mr. Majeeduddin Khan, Chief, Internal
Audit and submit Monthly Progre:r s Report to Chairman
through the BD(F&A) under advice to ED(PHS).

The Board directed that detailed staterents of 'loans
on personal security' amounting to Bs.4.33 lac and
'other loans' amounting to ks.5.35 lac be prepared.

If the loans are doubtful of recovery, sufficient
provision should be made in the accounts.

The Board noted that there has been very insignificant
movement in the recovery of Agents' Balances.

Mr. M.G. Hasan informed the Board that these balances
mostly related to EFU component of pre-nationalisation
days. The recovery was slow because the debts were
unsecured and many of the debtors were not traceable.

CHAIRMAN'S
INITIALS
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The recovery instalments were so small that the progress
was bound to be negligible. The balaences were also
linked with our pending claims before the Insurance
Appellate Tribunal. The Board directed ED(F&A) to e
analyse the balances and place a report before the
Board for consideration at its next meeting.

(8) The.Chairman expressed his concern over the very slow
pace of recovery of the dues of the Corporation. The
interest, dividends and rents outstanding' had shown
substantial increase. He directed the AGM(Inv) to
prepare a detailed study of the Corporation's dues.
If the increase was due to weak follow up, he should

— | streamline the follow up procedure and take urgent

: measures to recover the dues. He should also keep

a close watch on the progress of recovery and see

that there is no lot up in the drive.

(9) The Chairman advised the ED(F&A) to streamline the
procedure for the recovery of loans from field
g workers and introduce a reportin: system through
i which he may be able to keep watch on the recoveries
made by the Zonal Accountants.

(10) The Chairman explained that the fixed deposits had
shown increase over the last year due to conversion
of certain low income-yielding securities under the
buy-back arrangements with the high interest-carrying
bank deposits as well as deposits placed in banks by
way of quid pro guo for certain loan facilities
provided by banks to our staff and field workers.

The investment in fixed deposits was in excess of
10% statutory maximum limit. On account of this

the Corporation's investments had slightly fallen

short of Section 27 requirements. IMr. Samee-ul-Hasan
suggested that the Corporation should increase its
investment in the GTDRs. The Chairman observed that
the Corporation was religiously following the policy
of diverting 80% of all new funds and all maturing
cash deposits to the GTDRs. Although this reduced
the return on the life fund, it was in line with the
directives given by the Government.

)

(11) The Board agreed that the adverse cash flow position
of the Corporation on account of fall in the first
year premium income, alarming increase in surrerders
and policy claims should be brought to the notice of
the Government.

(12) The fall in business, indicated that Managers and
Deputy Managers engaged on development work had not
proved effective in promoting sales. The Board

Heon e | directed that performance of Managers and Deputy
CHAIRMAN'S Managers in the Sales & Development be regularly

= reviewed. The BEDs(S&D) should report to the Board

at its next meeting what steps they had taken to
reorganise, strengthen and streamline the 5ales and
Development Department.
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(13) Mr. M.G. Hasan pointed out that there was over 24.2% !
increase in the closing cash ir hand as shown in the T
~ Balance Sheet, the figure being 8%.2,31,65,337/- as
l against %.1,86,49,190/- as shown in 1974. He observed
i that these figures create the impression that we had
‘ no policy with regerd to our cash requirements. As a
| matter of fact the bulk of the cash in hand consisted
of cheques under collection since we were issuing |
FPRs against cheques and considerable business was |
done in the month of December. He, therefore, ‘
suggested that we should show cheques under collection !
separately so that there is no misunderstanding about ‘
. our cash position. The Board directed that the
’ matter should be discussed with the auditors and if |
they had no objection, the cheques should be shown ‘
- separately.
|
\ After discussion, the Board approved the 1975 Accounts
1 and passed the following resolution: ;
/ RESOLUTION
"Resolved that:
a) Pending the final determination of the amounts
realizable, the following further provision be
made in the 1975 Annual Accounts in respect of
balances in the books .of the Corporation:-
i) For Bad and Doubtful :
Debts. .hs i Bs.25,68,134
ii) TFor Staff Gratuity 15.19,72,267 in
e addition to Rs.37,71,300
J already made in the ‘
previous years. ‘
b) Recoveries of certain outstanding amounts
under the head 'Loans on Mortgages' for
which provision had been made in the last
year's accounts, be written back to the
extent of Rs.8,19,479.
N\ ¢) To bring the book value of quoted and other
investments in line with their market value,
the excess provision of Bs.1,42,87,522 be
written back;
d) The amount of compensation payable under
Article 39 of the Life Insurance(Nationali-
sation) Order, 1972 to the insurers whose
life insurance business has been nationalised
and vested in the Corporation, is not properly
chargeable to the Life Ffund. Therefore, the Em—
entire amount of compensation(%.1,12,00,000/—) b

KALAMAZOO LTD.
. A, &co, (P.) LTD,
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written off in the two preceding years and
charged to the Life Fund, be written back and
included in this year's income;
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c) an amount of Rs.26,88,566 be appropriated from
the Life Fund towards the Feéderal Government's
share of surplus under Article 31 of the Life
Insurance(Nationalisation) Order, 1972;

f) +the third accounts of the Corporation incorpo-
rating the above stated provisions and charges
for the year 1975, initialled by Messrs. A.T.
Ferguson & Co. and Messrs. Ford, Rhodes, Robson
Morrow, Chartered Accountants and placed before
the Board be and are hereby approved and Chairman
and Directors present may affix their signatures
to the accounts.

g) A copy of the approved accounts together with
Directors' Report be forwarded to Federal
Government after the Auditors have affixed ; h
their full signatures to the Accounts." J

After the passage of the above Resolution by the Board,
the Balance Sheet, and the Revenue Accounts together with certi-
ficates appended thereto, the notes to the Accounts and Form
"AA", were duly signed by the Chairman and the Directors present.

ITEM NO. IV. To consider appeal of Sayed Khurshid Alam,
Deputy Manager(Training), Peshawar, against o
hisg dismissal from State Life service.

The Board considered the appeal for reinstatement of Sayed
Khurshid Alam, Deputy Manager(Training), Peshawar, who has been
dismissed, and decided to appoint a Committee consisting of the
following, to look into the appeal and to make recommendations
to the Board at its next meeting:-

Mr. D.M. Quraishi Chairman
Mr. P. Sequeira Director
Mr. Samee-ul-Hasan Director

ITEM NO. V. To consider for approval incentive bonus for
1976 for Area Managers on reduced emoluments.

The Board was informed that the Area Managers in 'A’
category who had been retained on reduced emoluments by virtue
of having completed T70% of their quota in 1975, had represented
against payment of incentive bonus @ 14% of FYP w.e.f. 1.1.1976
on completion of full quota on the plea that while they were
required to complete Rs.7 lac FYP during 1976, their rate of
incentive bonus was identical to the one prescribed for Area
Managers in 'B' category. They had pointed out that since their
emoluments had already been reduced due to non-fulfilment of
their annual quota in 1975, they should be kept at par with the
Area Managers in 'A' category in so far as the rate of incentive
bonus was concerned i.e.@ 2% of FYP in 1976.

2. The Board felt that the demand was justified and therefore,
decided that the Area Managers in 'A' category who completed
their full gquota during 1976, inspite of last year's deficit,

are entitled to receive incentive bonus @ 2% out of which 14% is
payable since 1.1.1976 and the balance %% on completion of full




, STATE LIFE Page No. 403

INSURANCE CORPORATION OF PAKISTAN

42ND MEETING OF THE BOARD OF DIRECTORS

RECTORS HELD AT OoN ) ¥ TIME

UTE BOOK

Karachi October 21, 22 and 23, 1976 3.00 PM

quota during the year. The Zonal Heads will ensure that before
the difference in bonus rates is released, necessary adjustments
in recoveries will be made in respect of outstanding debits,etc.

ITEM NO. VI. To consider the contracts of appointment of
Col.N.A. Ansari(Rtd.) and Mr.Majeed Uddin Khan.

The Board confirmed the contracts of appointment of Col.
N.A.Ansari(Rtd.) as Dy.General Manager(Administration) and
Mr. Majeed Uddin Khan as Dy.General Manager, Internal Audit
Department. ) [
P ITEM NO. VII. Ex-gratia payment to office bearers of
Employees' Federation. f

The Board approved ex-gratia payment to the office bearers
of the Employees' Federation who visited Karachi from the up-
country to take part in the negotiations following the expiry of
agreement on 31st December 1975 and also for explaining their 1
case to the Wage Commission for Insurance Employees. The Board ‘
also authorised the ED(P&A) to make ex-gratia payment to those
office bearers of the Federation whose names could not' be included
in the Memorandum prepared by the ED(F&A) for the purpose and
whose period of stay in Xarachi was treated as leave without pay.

ITEM NO.VITI. To consider declaration of Special Non-recurring
Reversionary Capital Gains Bonus to the Policy-
holders @ Re.1/- per thousand sum assured.

The Board considered Chairman's proposal based on a report
by the consulting actuaries for a Special Non-recurring Rever- ‘
@ sionary Capital Gains Bonus at the rate of Re.1/- per thousand i
= sum insured to all "with Profits" Pakistan Rupee policies in {
force for the full sum assured as at 31st December, 1976 on the
basis of Capital gains of RBs.26.72 lacs realised during the year
1976. The Chairman clarified that this bonus would form part
of the statutory bonus distribution as at %1st December 1976,
but the Actuaries would have no objection if State Life decided \
to make an earlier announcement of its intention in clear and )
unambiguous terms. ’

2. The Board felt that the declaration -of bonus in the later
months of the year would give a definite business advantage. The
Board accepted the proposal in principle but decided that the
announcement should be carefully drafted so that no impression
is created that the bonus is in any way connected with terminal
bonus announced by some insurers in the pre-nationalisation days
out of unrealised book appreciation in investments. The Board
further decided that the date of declaration of the bonus would
be left to the Chairman.

ITEM NO. IX. Proposal to act as Chief Agent for the sale of
houses intended to be constructed by Pakistan
Management Corporation at Islamabad for

CHAIRMAN'S

l

|

Pakistanis living abroad. INITIALS {

|

The Board was informed that Pakistan Management Corporation i

AMAZOO LT, Limited(PMC) promoted by Mr. Latif Ebrahim Jamal and others, had I
amachn, T initiated a scheme for construction of houses in Islemabad, ‘

L 239856
13/11-72/500-139
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Lahore, Lyallpur and Karachi by Pakistani's living abroad end a
provosal had been received that State Life should act as Chief
Agent for booking of these houses and also take over the sub-
agents appointed by the PMC at a commission of 1%. The State
ILife had informed the PMC that it would be willing to act as
sole agents of the PMC for UK, other European countries and
Middle Bast at a commission of 5%. The PMC had replied that it
would not be possible for them to pay commission in excess of
14% for their first project in Islamabad due to the fuct that
only o commission of 1%% had been built into the proposed cost
of the houses. However, the PMC had agreed to reserve a chief
agency commission of 5% for all their future schemes in Lohore,
Lyallpur and Karachi.

24 The Board was informed that the State Life could spend the
" income so earned on development of its overseas business. The
. scheme would also act as an extra aid to the selling of life

j insurance. TFurther, the State Life would be able to provide

ﬂj housing loans to the buyers of houses and arrange repayment by
:  way of endowment life policies. WVhere financing was arranged

i through HBFC and/or commercinl banks, the borrowers would be

ﬁ required to take out Mortgage Protection Policies from State Life

Srege——

i 3. The Board considered the proposal at great length in the
. course of which several questions were raised about the economics

of the scheme, status of the agents and payment of commission tor
£ them, legal relationship between the parties. etc. The Board
finally decided that a letter of intent be issued to the ™MC and
directed Mr. 3.4. Walaiahi to study the proposal in depth, obtain
full information and thus furnish a report to the Chairman,
particularly on aspects involving UX laws, including the terms
settled by PMC with its sub-agents and their impact on State
Life. Subject to this the Board approved the proposal on the
following terms and conditions:

s m e

ey s ey

S

: i) The Chief “Agency Commission would be 14% of the

ﬁ totsl cost of the house payable in lumpsum imme-
i diately after the acceptance of an application

by Pakistan Mznagement Corporation Limited in

! respect of the Islamabad project. The comnission
would be 5% of the total cost of the house in

] respect of the projects proposed to be set up in
i Karachi, Lahore and Lyallpur. In case of escalation
i in cost of house the balance of commission would
be paid to State Life immediately after. the last
instalment is received from the buyer.

ii) State Life will take over the sub-agencies 2lready
appointed by Pakistan Management Corporation Limited
to whom we will pay sub-agency commission out of our
chief agency commission upto a maximum of 1% of the
cost of o house in respect of the Islamabad project.
Sub-agency commission in respect of the other proposed
schemes would be negotiated by State Life with the
sub-agents.

iii) From the date we agree to act as Chief Azents,
Pakistan Management Corporation Limited will cease
to appoint any fresh sub-agencies and all appointuents, A
terminations etc.in respect of sub-agents will be made 3
by the 3tote Life.
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iv) The State Life will separately and independently
examine each request for a loan, endowment life policy
strictly on merits and it shall be made clear that

the mere canvassing and booking of orders for the
houses by State Life would not guarantee that the
prospective house owner would be allowed loan

facility or sold mortgage protection insurance.

v) State Life will lay down from time to time the terms
and conditions of loan relating to the amount, rate of
interest, schedule of repayment, security etc,keeping
in view the provisions of Insurance Law and the
policies framed from time to time by the Corporation.
vi). Expenses on publicity, postage, travelling, stationery
and other office expenses for introducing the scheme,
canvassing orders and booking of house will be borne
entirely by State Life out of their Chief Agency
Commission.

The Board also approved a token participation of 8.5,000/-
in the equity of the Pakistan Management Corporation Limited.
(1) Inv-47/76: Enhancement of rent of the
premises occupied by IDBP.

ITEM NO. X.

The Board considered a note which indicated that the Indus-
trial Development Bank of Pakistan (IDBP) were occupying a space
of over 43,009 sq.feet in the State Life Building No.2 On the
expiry of the 3-year lease on January 14, 1976, the State Life
had offered the IDBP to renew the lease for a further period of
3 years at enhanced rental of Ps.24.89 lac per annum including
the service charges(previous rental being Bs.13.13 lac). Unwilling
to accept this increase, the IDBP had requested for review.

After negotiations it was decided to make a reduction of 50 paisa
per sq.foot exclusive of service cparges. In other words, the
revised rental amounted to Rs.22.31 lac including the service
charges. The Managing Director of the IDBP stated that the Board
of Directors of the IDBP considered the increase as "quite high
and unjustified". He had, however, offered to take the matter
again to the Board for reconsideration if the State Life were
agreeable to grant further 'reasonable concession'.

25 The Board decided that in view of increase in maintenance
costs, it would not be possible for State Life to give any
further concession in the rent as requested by the IDBP. The
Board authorised the Chairman to renew the lease if the IDBP
accepted the revised rent as proposed by the Chairman and in the
process point out to them that State Life had already made a big
concession by agreeing to continue their tenancy even though the
premises was needed by State Life' for its own reauirements followH
ing the integration of Beema Units and the decision to consolidate
all State Life offices in one building as a measure of economy

and efficient control.

3. The Board further decided that the Law Department should
examine the status of all State Life Buildings as to the appli-

cability or otherwise of the West Pakistan Urban Rent Restrictions

1959, If this Ordinance was not applicable to State

Ordinance,

e
CHAIRMAN'S
INITIALS

!
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',3. In view of State Life's already large commitment in the KESC'§

Life Buildings constructed after a certain date specified in the
Ordinance, then our negotiating position with the IDBP will be
strengthened. If necessary, the Law Department will also consult
our senior Legal Advisor in this connection.

ITEM NO. X. (ii) Inv-48/76: Approval of sub-underwriting commit-|
ment of the public portion of the right
shares being issued by KESC. /

The Board was informed that the matter of State Life's parti-
cipation as sub-underwriter in the public portion of the right
issue of the KESC to the extent of Rs.6.4 lac shares of Fs.10/- each
had been referred to and approved by the Executive Committee
subject to the decision being ratified by the Board of Directors
at its next meeting. Although the Executive Committee was not
authorised to approve this investment, the matter was referred to
the Committee in view of its urgency. The case was accordingly -
being put up for confirmation of the Board.

2 The Board was further informed that the letter of commitment
in respect of the sub-underwriting arrangement . -had already been
issued. However, in the meanwhile the management and control of
the KESC had been transferred by the Federal Government to the
Provincial Government. The Provincial.Government and its agencies|
namely, KDA, KMC owed over Rs.2 crore to the KE3C and the agencies
of the TFederal Government owed another about RBs.? crore.

equity capital, the Board decided that State Life may go slow in
the matter and, if possible, refrain from participation in the
sub-underwriting of KESC's right issue of share capital.

ITEM NO. X. (iii) Imv-4 6: Re: Extension of bridging loan
facility to Moonlite(Pak)Ltd., against
debenture purchase commitment made by the
State Life.

The Board was informed that the Executive Committee had
approved the underwriting of the rights issue of convertible
debentures of Moonlite(Pak)Ltd., to the extent of Bs.,5 lac. The
Company had approached the State Life to provide bridging finance
facility against its underwriting commitment for the interim
period pending issue of rights debentures. The bridging advance
would be covered by the same security as had been stipulated by
the Executive Committee for' the debentures, namely, first mort-
gage on fixed assets and a floating charge on current assets of
the company.

2. The Board aporoved the provision of bridging loan advance

facility to the extent of Rs.5 lac against Stete Life's commitment
of the rights issue of convertible debentures of Moonlite(Pak)ILtd.}
on the usual terms and conditions.

ITEM NO. X. (iv) Inv=50/76¢: Re: Revision of terms of financing
of Regal Ceramics Limited.

The Board was requested to recall the financing arrangement
approved by it in respect of Mansoor Textile lMills Ltd.,debenture
issue. Under the arrsnsement State Life had subscribed to the
debentures of Mansoor Textile Ltd., to the extent of [.10 lac
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and subsequently renounced the debenture allotment letter in ' .
favour of Habib Bank Limited. Simultaneously with the delivery

™ of the renounced letter of allotment, Habib Bank issued in

‘ favour of State Life, Deposit Growth Certificate equal to the

| cost of debentures and other receivables from Mansoor Textile. In
! addition to the interest @ 11.75% per annum on the Deposit Growth
Certificate, State Life received a discounting commission @ 1.25%
per annum (in advance for 7 years) to provide an effective yield

of slightly over 13%% per annum on its investment for a period of
7 years.

2. The Board was informed that that was a novel arrangement
= and beneficial to State Life. IlHowever, such arrangements were
going to further disturb the State Life's investment in fixed
deposits which were already in excess of the 10% maximum statu-
tory limit. Nevertheless, the amounts were likely to be few
and far between and small in overall quantum.

1 3. The Board approved the provision of a debenture loan of
\/// Bs.8 lac to Regal Ceramics Limited undér the new arrangement, on ‘
the following revised terms and conditions:- ) }
a) State Life together with other financial institutions

will be signatory to the debenture loan agreement.

b) Regal Ceramics Limited will issue State Life an
Allotment Letter in respect of debentures of the face
value of Bs.8 lac.

E c) On a request by the sponsors, State Life will
disburse the funds against its debenture purchase
commitment of Bs.8 lac through United Bank Limited
on receipt of letter of allotment.

A
\\\__4 e e

d) Simultaneously, United Bank Limited will make a
request for the purchase of debentures from State
Life against payment of a discounting commission equi-
lent to the differential of the coupon rate on the
debentures(13%) and the compound rate of return

" offered on cumulative deposit growth certificates
(11.75%) viz 1.25% per annum over the term of
debentures.

e) State Life will place in cumulative growth certificate
an amount equal to the face value of debentures,
project examination fee, commitment fee, and
discounting commission for maturity similar to that
of the proposed debentures.

f) There will not be linkage between the debentures and
the cumulative deposit certificate.

g) State Life will withdraw fhe funds deposited together
with interest from the bdnk at the time of maturity " CHAIRMAN'S
of the deposit. Lol

ALAMAZOO LTD.
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Jq 4. The Board further decided that in all such cases where State life
agreed to provide debenture loan against bank guarantee and it |
was not possible for the borrowers to arrange the requisite bank
guarantee, the Chairman should decide the provision of finances
under the aforesaid arrangement without making a reference to the
Board.

(v) Inv-51/76 - Right Issue of Shares of ICP.

The Board was informed that the Investment Corporation of
Pakistan (ICP) intend=d to raise its paid up capital by issuing
risht shares in the proportion of 1:1 to the shareholders and had |
accordingly offered to Stnte Life to subscribe to 1,14,500 ordinary
. shares of %.100 each amounting to %.1,14,500 at par value by
October 20, 1976. The Board noted that the earlier investment
inherited by State Life in the equity capital of ICP had yielded
little return and the future prospects of any reasonable income
did not appear to be encouraging owing mainly to (i) the conti-
nuance of huge subsidy by ICP to the mutual funds in the form of
diversion of sound and dividend yielding scrips from ICP portfolio
to the portfolios of mutual funds for maintaining high rates of
dividends to the fundholders, (ii) the restrictions placed by the
Government on the distribution of profits until retained earnings
of ICP do not equal the amount of interest on government loans
invested by the Corporation in companies located in Bangludesh,
(1iii) mounting defaults on bridging loans, buy-back investments
and debenture loans and (iv) persistent erosion in ICP's portfolio
on account of prolonged spell of bearishness on the stock market.

r2. In view of the above adverse factors, the Board decided not
\/// * to exercise the option for subscription to the 1,14,500 right

' shares of %.100 each offered by ICP. The Board further decided
. that the matter should be formally brought to the notice of the
~ |, Ministry of Commerce.

(vi) Inv-52/76 =~ Re: Application of Gul Ahmed Textile
Mills Ltd., for a debenture loan.

The Boord was informed that Gul Ahmed Textile Mills Ltd.,
. Karachi, had anplied to State Life for purchase of its convertible
debentures of the nominnl value of Is.1 crore out of the total
debenture issue of 5.2 crore. The proceedd of the debentures
" were proposed to be utilised to meet a portion of the local
currency cost of the company's project for expmnsion, balarcing
and modernisation of its cloth finishing facilities located at
Karachi. The operating performance of the company had been
. satisfrnctory in the past. The projections of sales and profits
. indicated that the operating and the financial position would be
. sustained at satisfoctory levels in the coming years. The internal
. generation of cash was expected to be sufficient to allow dividend
* distribution and debt servicing.

P 2. The debentures offered by the company would qualify as
————l 'aporoved investment' for purposes of Insurance ict, 1938,
ol

1}

" B The Board, therefore, apnhroved the State Life's subscription
to the convertible debenture issue of Gul Ahmed Textile Mills Ltd.
J/%o the extent of .1 crore on the following terms and conditions:-—
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1) Project examination and professional assistance fee
@ 4% of the nominal amount of debentures to be taken
up by State Life.

2) Commitment charge @ 14% per annum payable quarterly on
the principal amount of debentures remaining undisbursed
" from time to time, commencing after 30 days from the
date of sanction letter following approval by the State
Life's Board of Directors.

3) Interest @ 33% above the Bank Rate, payable half-yearly.

. ' 4) , Additional interest @ 2% over and above the rate of
interest specified at (3) above on all sums remaining
unpaid on due dates.

5) State Life will have the option to convert 20% of its
debenture loan into ordinary shares at par value any
time, during the currency of the loan in accordance
with the rules approved by the Controller of Capital
Issues.

6) Security to be first mortgage on all present and future
fixed assets and a floating charge on current assets
of the company.

7) Redemption to be in twelve half-yearly instalments
after a grace period of two years.

™ 8) Prior to the disbursement of the debenture loan:

a) the company to furnish evidence that commitments
have been received from other institution(s) for
the balance amount of debentures(Ps.one crore).

b) +the company to produce consent order of the
Controller of Capital Issues for issue of
debentures.

c) the company to appoint Trustee to the debenture
Trust Deed with the prior approval of State Life.

9) The State Life's commitment for the debenture loan will
remain valid for one year from the date of sanction by
its Board.

10) The com»any to furnish quarterly report on the
implementation of its project and information on its
operations as and when required by State Life.

11) Such other terms and conditions as Stite Life may
prescribe.
(vii) Inv- 76 - Re: Application of Amanat Leather Indus-] enaimuans
tries Ltd.,for a debenture loan of Bs.8 lac.

The Board was informed that Amanat Leather Industries Ltd.,
ALAMATOR LFD. had reguested State Life for an additional debenture loan of
%

n 21 : 3 .

~ﬁ3ﬂ&LTm .8 lac to meet the cost of overruns of its project. State Life
2398

Tli;l'! l»‘n’lssoo-m
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had already participated in the Comnany's previods debenture

issue to the extent of Bs.5 lac. The debenture subscribed by Stat
Life earlier were backed by a bank guarantee.

w

2. The State Life had required the company to arrange bank
guarantee for the additional debenture loan of 8.8 lac zlso. Whil
the company had earlier indicated its willingness to arrange a
bank guarantee, it had later informed State Life that it was
not possible for them to arrange a bank guarantee in view of a
’ policy decision taken by the Pakistan Banking Council not to
y// provide guarantee to secure the debenture loan proposed to be
arranged by the State Life. In view of this situation, it was
proposed that State Life consider providing an additional '
debenture loan of 5.8 lac to Amanat Leather Industries Ltd., on
arrangements similar to those agreed in respect of lansoor
Textile Mills Ltd., and Regal Ceramics Ltd. The Board approved
the provision of additional debenture loan of Bs.8 lac to Amanat
Leather Industries Ltd., on the following terms and conditions:

[$)]

a) State Life together with other financial institutions
will be signatory to the debenture loan agreement.

b) Amanat Leather Industries Ltd. will issue State Life
an Allotment Letter in respect of debentures of the
face value of Fs.8 lac. \

c) On a request by the sponsors, State Life will disburse
the funds against its debenture purchase commitment
of 7.8 lac through a Bank on receipt of letter of
allotment.

d) Simultaneously, the bank will make a request for the

— purchase of debentures from State Life against
payment of a discounting commission equivalent to

L the differential of the coupon rate on the deben-
tures(13%) and the compound rate of return offered
on cumulative deposit growth certificates (11.75%)
viz 1.25% per annum over the term of debentures.

e) OState Life will nlace in cumulative growth certificate
an amount equal to the face vnlue of debentures,
project examination fee, commitment fee, and discount-
ing commission for maturity similar to that of the
pronosed debentures.

f) There will not be linkage between the debentures and
the cumulative deposit certificate.

g) State Life will withdraw the funds deposited together
with interest from the bank at the bank at the time of
maturity of the deposit.

—|: / ITEM NO. XT. Power of Attorney to the Zonal feads
CHAIRMAN'S
INITIALS | / The Board a-mroved the form of the General Power of

Attorney as proposed by the Lxecutive Director(F&A) and
ammexed to these Minutes (Annex II) and directed that the
General Power of Attorney should in future, be granted to the
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officers of the Corvoration on their appointment/designation as
Zonal Head. In this connection the Board passed the following
resolution:- g

RESOLUTION
"Resolved

1. That the officers of the Corporation appointed/
designated as Zonal Heads from time to time may
be granted a General Power of Attorney in form
and substance placed before us and annexed here-
with which is hereby approved; 1

2. That the Chairman and the Executive Director(Admn)
of the Corporation may, from time to time, execute i
on behalf of the Corporation the said General |
Power of Attorney and have the common seal of
’ the Corporation affixed thereto in their presence."

"Further resolved that in sub-delegating any authority
in respect of State Life Employees, the Zonal lleads
will follow the direction of the Chairmsn and/or of the
Executive Director(Administration) of the Corporation,
which he may issue from time to time regarding the
nature and scope of powers to be so delegated.

ITEM NO. XII. To consider ex-gratia payment under Group Policy
igssued to Dawood Group of Industries.

The Board discussed the reference received from the Cabinet
Division for consideration of ex-gratia payment to lMst.Bibi Khela
whose husband was a security guard in Karnaphuli Paper Mills,
Chittagong nnd was killed during the disturbances in former East |
Pakistan. Briefly the fact are that Dawood Group of Industries
had taken group insurance policies with their Central Life
Insurance Company for a period of 3 years with effect from 14th
November 1970. The first yearly premium of Bs.51,846.50 was paid
on 16.11.1970. The second year's premium became due on 14th
November, 1971. A cheque for 5.59,242.75 was received on

%1.12.1971 by the erstwhile insurer together with a letter
wherein it had been stated that the names of the remaining
employees proposed to be covered under the group policy would be
forwarded in due course. The excess premium of £.10,912.50 was

kept in "suspense" with the Central Insurance which after
nationalisation, continued to remain in the "suspense" account
of State Life. A list contsining the names of 126 new employees
of Dawood Industries Ltd., Chittagong, was received by the
Trustee, Central Insurance Company on 3rd April, 1972. No action
was, however, taken on the basis of that letter as the 126 new
employees at Chittagong were stationed in the territory which
had been occupied by the "enemy" and could not be covered under
the group insurance cover by Central Insurance at that time. In
December 1973, Dawood Group of Industries lodged 4 claims for an
aggregate amount of f5.60,000 on the lives of 4 security guards e AmANS
posted at Karnaphuli Paper Mills, Chittagong. The claims were INITIALS
repudiated by State Life as the employees of Karnaphuli Paper EEEEZZE
were not covered. lloreover, as per the policy conditions, —_—







