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ENLIGHTENING LIVES

MULTAN ELECTRIC POWER COMPANY

MINUTES OF 143" MEPCO BOD MEETING, HELD ON 14.01.2019 (MONDAY)
AT 10:00 AM IN MEPCO CONFERENCE ROOM, KHANEWAL ROAD MULTAN,

1. Mr. Akhlag Ahmad Syed Chairman
2. Muhammad Akram Ch. - Director/CEO
3. Muhammad Anwar Sheikh Director (Through Video Link)
4. Mr. Zafar Abbas Director (Through Video Link)
5. Mr. Saadullah Khan Director (Through Video Link)
6. Mr. Shaheryar Chishty Director (Through Video Link)
7. Muhammad Sarfaraz Director
8. Mr. Sajid Yaqoob Company Secretary

Following MEPCO officers attended the Meeting on call.
1. Mian Ansar Mahmood Finance Director.
2. Muhammad Jhangir Bhutta Manager (CP&C)
3. Mr. Muhammad Ali HR & Admn Director

The Meeting started with recitation from the Holy Quran by Mr. Akhlag Ahmad Syed. The Board was

intimated about the “Leave of Absence” request received from Mr. Khalid Masood Khan & Mr. Imran

Sikandar Baloch Honorable Members of MEPCO Board. The Board, after due consideration, granted the

leave of absence to the Honorable Member. The Chairman Board noted the quorum of the meeting and

declared the meeting to be in order. The Board Members and key management personnel declared that
they do not have any conflict of interest in respect of any Agenda Item being discussed in this meeting.

Following agenda items were presented to the Board. The resultant discussions, approvals and directions

of the Board are narrated as under:-

AGENDA ITEM NO.1

To consider the Proposal for first issuance of Sukuk of up to Rs. 200 billion for Power Holding

Private Limited (PHPL) to clear the circular debt of Power Sector.

The agenda was presented by Finance Director & D.G. (HR & Admin). The Board was apprised that Nine

number MEPCO properties have been identified and selected by the Ministry of Energy (Power Division)

GoP Islamabad having a book value of Rs.257Million (estimated value at DC Rate 2014 Rs.9,360

Million) (cost of land only) as GoP intends to issue secured, privately placed sukuk through PHPL in

order to raise funds to fulfill its financing requirements including but not limited to settlement of part of

prevailing circular debt related to Power Sector. MEPCO assets appearing in the books at book value of

Rs.257Million (estimated value at DC Rate-2014 Rs.9,360 Million) which will be evaluated by the

Valuer. The identified assets will be sold and leased back to / from PHPL for a period of ten years.

Accordingly the share of MEPCO in Finance Facility will be determined and required security interest /

charge over the assets will be created with SECP.

Based on the Term Sheet between GoP and Mandated Lead Arrangers, (MLA’s), the investors would be

secured through:

o Rental Payment and any other amount due, from the Ministry of Finance, GoP. The Drawdown may
be made against a Letter of Comfort from Ministry of finance (“MOF”) confirming issuance of GoP
guarantee within a period of thirty (30) days from the date of Drawdown. The text of guarantee and
LoC to be acceptable to the MLLAs and Investor’s Legal Counsel.

e Creation of security interest/charge over the Underlying transaction Assets in favour of the Investors,
to the satisfaction of the Investors; and

The PHPL is the issuer and Meezan Bank will be investment agent, a tri-partitc Escrow arrangement

between the issuer, the investment agent and Central Power Purchasing Agency (CPPA), under which an

ESCROW account will be opened and maintained with investment agent. Under this arrangement the

CPPA will issue irrevocable and unconditional standing instructions to all its banks to initiate transfer of
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daily collection in all CPPA accounts maintained with them to the ESCROW account. The standing

instructions will be duly acknowledged and accepted by the CPPA’s Banks. Such transfer will initiate 30

days before each profit / rental payment date and will continue till the accumulation of funds in Escrow

Account equal to the upcoming profit / rental payment. Legal opinion of M/S Rajwana & Rajwana

Advocates, however at that time the transaction’s modalities were not much clear which have now become

more transparent defining the clear benefits and responsibilities after issuance of Ministry of Energy

(Power Division). After discussion in BoD meeting held on 04-01-2019 as well as meeting held on 05-01-

2019 under the Chairmanship of MD PEPCO which was attended by F.Ds. / C.F.Os of six DISCOs

including MEPCO, CFO PHPL, Additional DG Licensing NEPRA and Banker Representatives/Facility

Arrangers (FAs), the issues regarding subject matter were referred to the Ministry vide letter dated 10-01-

2019 . Brief contents are narrated hereunder:-

» The documents received from Ministry / PHPL do not depict the modality and structural flow of
proposed transaction.

> As confirmed by the FAs that transaction shall not involve the transfer of the title of identified assets, it
is imperative that role, responsibilities, risks and liabilities of MEPCO regarding periodical rental
payments and bullet payment at maturity needs to be clearly defined.

> Statutory approval of Regulator (NEPRA) for initiating the transaction as well as clarity that it shall
have no adverse impact on the Distribution Margin of the company is required.

> The properties involved in the subject financing facility shall be restricted to land only to avoid huge
implication of depreciation, tax and related transaction costs.

» Necessary NOCs from stake holders including Privatization Commission, ADB (through EAD) and
WAPDA are also essential. '

> Exemption from FBR may be arranged on various aspects of proposed transaction involving tax
implications.

> Draft of all agreements to be executed is required to be presented to BoD while seeking its NOC /
Resolution.

> The benefits that will accrue to MEPCO in consideration of the proposed transaction may be specified.

> Exemption from FBR may be arranged on various aspects of proposed transaction involving tax
implications.

> Draft of all agreements to be executed is required to be presented to BoD while seeking its NOC /
Resolution.

> The benefits that will accrue to MEPCO in consideration of the proposed transaction may be specified.

In response, Ministry of Energy clarified the issues / queries vide letter dated 11-01-2019.

1. Structural Flow Of Pakistan Energy Sukuk
o Identification & Valuation Of Assets
e Issuance of Board resolution, NOC & in house legal opinion.
o Execution of Legal Documentation
a) Sukuk Subscription and Investment Agency Agreement
b) Authorization Agreement
¢) Master Facility Agreement
d) Asset Purchase Agreement
e) ljarah Agreement
f) Trust Deed ,
g) Substitution of Assets
h) Purchase Undertaking
2. Roles and Responsibilities, Risks, and Financial Liabilities of the Companies:-
i. Issue Board Resolution of the Companies as follow:-
a. Confirm that they hold the title of the identified assets.
b. Confirm that the title of the assets is clean and unencumbered.
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c. Allow the issuer to sell the assets to the investor.

ii. Issue in-house Legal opinion to confirm that the title of the assets is clean and unencumbered.

iii. Sign the Authorization Agreement as mentioned in Legal Documentation Section (The
Companies will also agree to act as “Title Agent” under this agreement to hold the legal title of
the Assets.)

iv. Hold the assets on behalf of the investors till maturity of the Sukuk.

v.  The Company will neither sell the assets nor create any further encumbrance on the assets till
the maturity of Sukuk and ensure all conditions agreed in the Board resolution and NOC is
followed.

vi. The company also get the security Interest of Sukuk holders registered / notified with SECP.

There will be no financial liability on the companies with respect to the Sukuk. Legal title of the

Assets will not be transferred to the investors and sale will not prevent the companies from carrying

on their operation or performs satisfactorily any of its present obligations. For abundant clarity, the

Sukuk will be raised by the issuers and the companies will have no obligations for rental payments

or purchase price payment. -

3. Statutory Approval from NEPRA
This is not actual sale of assets and is a mechanism through which Islamic financing is being
arranged and the entire transaction is backed up by GOP guarantee and as such statutory approval
of NEPRA is not required.
4. Nature of Sukuk Assets
This is to clarify that the Investors' first desire is for issuance of Sukuk on land only to keep the
transaction simple, however, in case there is a shortfall in the valuation of land to meet the target
Rs.200 billion, building and/or plant & machinery may also be included for a few assets OR
additional assets may be included in the List of Assets.
5. Neccessary NOCs from Privatization Commission, ADB and WAPDA.
Necessary NOCs if required from Privatization Commission, or ADB/EAD will be sorted at the
level of Government of Pakistan and is not required for the Board of Directors' approval as this is
under purview of the GoP. Further NOC from WAPDA has already been requested through
Ministry of Water Recourses.
6. Exemption from FBR for Tax Implications
After the approval from Board of Directors the case will be forwarded to FBR for exemptions from
required tax implications. Approval of the same is under purview of the GoP.
7. Drafts of Agreements
The drafts of the agreements in which the Companies will be signatory will be shared with the
concerned Companies prior to the execution of the agreements. However as discussed above the
Role and Responsibilities of Companies are being clarified in Point 1 & Point 2 above.
8. Benefits Accrued to the Companies due to the Sukuk
The companies are fully owned entities of Government of Pakistan and the purpose of this Sukuk
issuance is to pay off Circular debt by using the Assets owned by Government of Pakistan through
its wholly owned companies where Assets are being parked by the Government.
The Board after due consideration resolved/directed as follows:-
Resolution
143-BOD-R01  The Board appreciates the efforts of Government of Pakistan, through the Federal
Ministry of Energy (Power Division), in arranging Islamic Finance Facility through
Islamic Syndicate Facility or Issuance of Sukuk(s) on Diminishing Musharakah /
[jarah structure (sale and lease back) basis for 10 years tenor for resolution of
Power Sector Circular Debt.
Based on the formal request of the Federal Ministry of Energy (Power Division)
vide its letters No PF-05(06)/2012 dated December 10, 2018”Annexure-A” and
Office Memorandum No. PF-05(06/12) dated January 11, 2019,”Annex-B”
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2)

3)

4)

5)

6)

7)

8)

9)

received in response to MEPCO?’ letter No: FDM/MCA/PHPL/SITFF/21385-87
dated 10.01.2019 seeking clarifications to the observations raised by the Board,
Board resolved as following:

The Board authorizes Power Holding Private Limited (PHPL), a wholly owned subsidiary of
Ministry of Energy (Power Division), Government of Pakistan, to use & sell the Transaction
Assets as mentioned in Annexure-C and utilize the sale proceeds thereafter for the purpose of
raising financing under Islamic Finance Facility (in one or multiple tranches) in a manner as PHPL
deems fit for the purpose of settlement of power sector circular debt including that which relates to
the Company.

The Board authorizes the Company to provide all required permissions/ No Objection Certificate
(NoC)’Annexure-D” in favor of PHPL to enable PHPL to execute the above-mentioned Islamic
Finance Facility transaction and to execute any transaction document required in this regard.

After the execution of sale transaction of Transaction Assets between PHPL and the Islamic
Finance Facility Providers the Company will hold the Legal Title of these Assets in Trust as
Trustee or / and as Title Agent on behalf of the Islamic Finance Facility Providers and will execute
any required document in this regard.

The Board authorizes PHPL to create all required security interest/ lien/ mortgage / charge/
hypothecation on the Transaction Assets in favour of Islamic Finance Facility Providers and also
authorizes the Company to execute all such transaction & security documents as required by PHPL
and Islamic Finance Facility Providers. The Board further authorizes the Company to hand over
the original / certified title documents related to Transaction Assets to PHPL for the subject
transaction if required.

Until the maturity of the subject transaction, the Company cannot sell these Transaction Assets and
nor it will create any sort of security interest/ lien/ hypothecation/ charge or mortgage of any
nature whatsoever in favor of any third party over these Transaction Assets nor enter into any
financing transaction using the Transaction Assets.

The Company will timely provide details of all major maintenance costs and other structural repair
details along with evidences of Transaction Assets to PHPL and Islamic Finance Facility Providers
as and when required.

The Company will disclose in its Annual Accounts/ Reports with an appropriate note/ disclosure
that it is holding the title of the Transaction Assets in Trust as Trustee or/ and as Title Agent, as the
case may be, on behalf of the Islamic Finance Facility Providers.

At the maturity of the subject transaction, PHPL will purchase the Transaction Assets from Islamic
Finance Facility Providers and pass over the clean title of the Transaction Assets free from any
encumbrance of any nature whatsoever back to the Company.

The Board also confirms that the Company / Water And Power Development Authority (WAPDA)
is the legal owner and holds clean legal title of the Transaction Assets which are free from any
encumbrance of any nature whatsoever.

10) Based on the Ministry of Energy (Power Division) Office Memorandum PF-05(06)/12 dated

January 11, 2019 Paragraph “2 (b) Point No. 2: Roles and Responsibilities, Risks and Financial
Liabilities of the Companies”, the Board noted that the subject Transaction will create zero liability
for MEPCO on account of (1) all taxes, levies, surcharges etc. of whatsoever nature; and (2)
transaction costs and debt servicing related to Islamic Finance Facility of whatsoever nature.

11) The Board authorizes the CEO, MEPCO to éign on behalf of the Company all necessary

documents related to the subject Transaction. Qp
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The above Board resolution is based on the following Certification by the management that:

e The Company / Water And Power Development Authority (WAPDA) is the legal owner of the
Transaction Assets and holds clean legal title of the Transaction Assets which are free from any
encumbrance of any nature whatsoever;

¢ The transfer of the Transaction Assets will not have any effect on the efficient and reliable
operations of the Company in any way whatsoever; and

o All required legal, codal and regulatory formalities, concurrence, approval will be secured /
ensured in a timely manner.

Resolution

143-BOD-R02 Resolved that due to the unique and complex nature of the subject transaction and based
on the legal requirement of Companies Act 2017, Board resolved that the approval of
Company Shareholders is required. Therefore, Board accorded approval for issuance of
Notice of Extra Ordinary General Meeting (EOGM) on MONDAY January 14, 2019 at
06:00 P.M. at MEPCO Headquarters Board’s Committee Room Multan and authorized
Company Secretary to seek Proxies from the Shareholders.

Direction

143-BOD-D01 DIRECTED the Management to present an update of the Company properties along with
their title status and associated risks, if any, in the upcoming meeting of the Risk
Management Committee of the Board.

The Meeting ended with thanks to and from the Chair.

Company Secretary MEPCO

R e T e o e e e e
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\/ The Chief Execulive Officar, IFSCO
A, The Chief Execitive Olficer, GEPGO
v The Chief Executive Offcer LESCO .
/5. The Chiof Execylive Offivor. FESGG
A4 The Chief Executiie Officer, MEPCO"
\7/" e Ghict Execuitve Offcer, GHOL

‘Copy te:- , R .

L PSOfo Secrctary, Fower Division, Istaiabad, .~ -

B SPS to Special Scorelary, Pawer Divisior, Islamabad.

e Govam tient:

- lransaction can bo exectied. The lomm sheet on the subject issue i enc]bse’diforirez'ady relference, - -

..—’-tR‘sT) ~Rizwan Ahsan].

S-ﬁctjdn Officer (PF). .7~
Tole: 9209213 -

il SPS to Additional Secretary (), Power Division, Islamabad. - .-

~

.. PS o Joift Secratary (PF) Power division, Isiamabatd, , . . <"
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®) MULTAN ELECTRIC POWER cOMPANY‘.annsb;f-,ff-"

-
ERLIGHTENING LIVES

Ph.No. 9220222 " Office of S
Fax No. 9220204 ' The Chief Executlve MEPCO,
) .Khanewal Road lVlultan R

No. /CS/BOD | e ",DA TED

To |

Power Holding Private L:m:ted (PHPL)

thstry of Energy -

lslamabad

Subject: PERMISSION /- NOC & REPRESENTATION IN FAVOR PHPL FOR: FIRST‘-'
o ISSUANCE OF SUKUK OF UP_TO RS:200 -BILLION FOR POWER:,
HOLDING PRIVATE LIMITED (PHPL) TO CLEAR THE CIRCULAF\’ DEBT;‘ '

OF POWER SECTOR. '

‘Dear Sir, P T : ,
With- reference Federal Mln/stry of Energy Power DlVlSlOI’l Letter No. PFJO5(06)/2012 dated..,‘
December. 10, 2018 and : Office. Memorandum No. PF- 05(06)/12 dated January 11,-2019 for
lslamlc Finance Facility- to- be raised by through: Islamic . Synd/cate FaC/j/ty or /ssuance of -
Sukuk(s) .on Diminishing Mdsharakah / ljarah structure (sale and lease back) baS/s for-10 years.:.
“tenor for resolution of. Power Sector Circular Debt, Multan E/ectr/c Power Company (MEPCO) /sff
pleased to confirm the followmg - _

1. Based -on the authenty delegated by Board. of. Dlrectors of MEPCO v1a zts resolutlonf

dated January 14, 2019 we- hereby give the absolute permlssmn to. Power Holding: -

Private Limited. (PHPL), .a wholly owned subSIdlary of Mln/stry of Energy (Power.:
Division), Government of F’ak/stan to use & sell the Transact/on Assets as ment/Oned in’
Annexure A and ut/llze the sale proceeds thereafter for the purpose of ralsmg f/nancmg"
under Islamic Finance Facility (in one-or. multiple tranches) ina manner as PHPL deems -
fit for the purpose- of. settlement of power sector c1rcular debt inc udmg that whlch relates-_'
to the Company ‘ o S

2. The Board also conf/rms that the Company / Water And Power Development Authonty;
( WAPDA) is the. legal owner and holds clean legal t/tle of the Transactlon Assets Wh/Ch_'.l
are free from any encumbrance of any nature Whatsoever B

3. ~_After the execut/on of sale ‘transaction of Transact/on Assets betvveen PHPL and the*
-Islamic. Finance FaC/llty Providers the Company will hold. the Legal Tltle of these assets i
Trust as Trustee. or./.and as Tille Agent on behalf of the ls/am/c Flnance Facmty
Providers and will execute any required documentln th/s regard BT

4. PHPL'is also authonzed to create all required secunty /nterest/ lien/ mortgage / charge/-"._.m..,
. hypothecat/on on the Transaction Assets in -favor . of Islamic Flnance Facmty Providers

and-also: authonzes the Company fo execute all’ such transact/on & secunty documents"'- .

as requlred by . PHPL "and lslam/c F/nance Fac;//ty Prowders The Board fun‘her;

e



: .authonzes the Company to hand over the ongfna/ / cen‘n‘/ed m‘le documents relal‘ed tog
Transaction Assets to PHPL for the subject transact/on if reqwred ' .

5 We conf/rm and unden‘ake that Untll the: matunty of the subject transapt/on the Company-‘

fien/ hypothecatlon/ charge or mortgage of-any nature Whatsoever in favor of’ any: third: - : '
party over: these. ‘Transaction Assets nor enter info any f:nanczng transact/on usmg the _

Transactlon Assels.: ‘ , ‘ ‘ , P

6. We undenake that the Company wilt t/me/y prov:de detalls of aJ/ major‘ ma:ntenance cosz‘sf‘.
'and other structural- repair. details: along with evidences of Transact/on Assets to PHPL
;and Istamic F/nance Fac;ln‘y Prowders as and wnen requ;red ‘ :

7. We will d;solose inits Annual Acoounts/ Reporz‘s W/th an appropnate note/ d/sclosure that‘_
it is holding the title of the Transaction Assets in Trust as Trustee or/ and as Tltle Agent

as the case may be on behalf of the Islamic Finance Facmty Prowders

(Engr Muhammad Akram Ch)
" Chief, Executlve Offlcer
IVIEPCO H/Q Multan .

Acknowledged by:

Authorized Representative (PHPL)

" gl

cannot sell these Transaction Assets and nor it will create-any sort of: secunty interest/; =



