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Notice of Annual Review Meeting

Notice is hereby given that the 1st Annual Review Meeting of certificate-holders of Orient Rental Modaraba will be
held on Saturday, 27 October 2018 at 07:00 p.m. at the Registered Office of EMAN Management (Private) Limited
situated at Plot No. 9, Sector 24, Korangi Industrial Area, Karachi to review the performance of the Modaraba for the
period ended 30 June 2018.

— 1.0

’x
On behalf of the Board
M. Jamal Ahmedani
Company Secretary
Eman Management (Private) Limited
Manager of Orient Rental Modaraba
26 September 2018
Karachi

Notes:

1. The certificate transfer books shall remain closed from Friday, 19 October 2018 to Saturday, 27 October 2018
(both days inclusive). Transfers received in order at the office of the Registrar of Orient Rental Modarabai.e. M/s
Central Depository Company of Pakistan Limited, before the close of business hours on Thursday, 18 October
2018 will be treated as in time for the purpose of entitlement to dividend to the transferees and to attend the
Annual Review Meeting.

2. The Certificate holders are advised to notify change in their address, if any, to the Share Registrars, M/s Central
Depository Company of Pakistan Limited at its Head Office CDC House, 99-B, Block B} SMCHS, Main Shahra-e-
Faisal, Karachi—74400, Telephone No:021-111-111-500, Fax No: 021-34326040.

3. Forattending the Meeting:

i) In case of individuals, the account holder or sub-account holder and/or the person whose securities are in
group account and their registration details are uploaded as per the Regulations, shall authenticate his
identity by showing his original CNIC or original passport at the time of attending the Meeting.

i) In case of corporate entity, the Board of Directors' resolution / power of attorney with specimen signature of
the nominee shall be produced at the time of the Meeting.

4. Interms of Securities and Exchange Commission of Pakistan's (SECP) S.R.O. 634 (I)/ 2014, the Annual Report for
the period ended 30 June 2018 will also be placed on Modaraba's website simultaneously with the dispatch of
the sameto the certificate holders.
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5. Deductionof withholding tax onthe amountof Dividend

The Government of Pakistan through Finance Act, 2014 has made certain amendments in section 150 of the
Income Tax Ordinance, 2001 whereby different rates are prescribed for deduction of withholding tax on the
amount of dividend paid by the companies. Further, the Government of Pakistan through Finance Act, 2017
hasrevised the withholding tax rates as under:

(a) Rate of tax deduction for the filer(s) ofincome tax returns: 15%
(b) Rate of tax deduction for the non-filer(s) of income tax returns: 20%

To enable the company to make tax deduction on the amount of cash dividend @ 15% instead of 20%, all the
certificate holders whose names are not entered into the Active Tax-payers List (ATL) provided on the website
of FBR, despite the fact that they are filers, are advised to make sure that their names are entered into ATL
before the start of closed period (referred above) otherwise tax on their cash dividend will be deducted @20%
instead of 15%. For any query/problem/information, the Certificate holders may contact the Share Registrar at
its Head Office CDC House, 99-B, Block 'B} SMCHS, Main Shahra-e-Faisal, Karachi — 74400, Telephone No: 021-
111-111-500, Fax No: 021-34326040.

The corporate certificate holders having CDC accounts are required to have their National Tax Number (NTN)
updated with their respective participants. Certificate holders seeking exemption from deduction of income
tax or are eligible for deduction at a reduced rate are requested to submit a valid tax certificate or necessary
documentary evidence as the case may be. Certificate holders desiring non-deduction of zakat are also
requested to submitavalid declaration for non-deduction of zakat.

6. Withholdingtaxondividendin case of Joint AccountHolders
All certificate holders who hold certificates jointly are requested to provide shareholding proportions of

Principal certificate holder and Joint-holder(s) in respect of certificates held by them to our Share Registrar, in
writing as follows:

Principal Certificate holder Joint Certificate holder

Folio No. Total Certificate Certificate
ota . .
/CDC Name and p holdm.g Name and p holdm.g
Certificates roportion roportion
Account No. NIC No. NIC No.
¢ © (No. of ¢ © (No. of
certificates) certificates)

The required information must reach our Share Registrar before the close of business on Thursday, 18 October
2018; otherwise it will be assumed that the certificates are equally held by Principal certificate holder and

Joint-holder(s).
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7. Dividend Mandate

As per Section 242 of the Companies Act, 2017 (the "Act"), the payment of cash dividend by a listed company /
entity through electronic mode has now become mandatory. Therefore, all the certificate holders of Orient
Rental Modaraba are hereby advised to provide dividend mandate of their respective banks in the "Dividend
Mandate Form" available on Modaraba's website. Certificate holders maintaining shareholding under Central
Depository System (CDS) are advised to submit their bank mandate information directly to the relevant
participant / CDC Investor Account Service. In the absence of bank account details or in case of incomplete
details, the Modaraba is required to withhold the payment of cash dividend of those shareholders who have
not provided the same. For more information, you may contact our share registrar at its Head Office CDC
House, 99-B, Block 'B; SMCHS, Main Shahra-e-Faisal, Karachi— 74400, Telephone No: 021-111-111-500, Fax No:
021-34326040.

8 As per the directives issued by the Securities and Exchange Commission of Pakistan ("SECP") vide
SR.0.787(1)2014 dated 08 September 2014, companies are allowed the circulation of Audited Financial
Statements along with Notice of Annual Review Meeting to their certificate holders through email. Certificate
holders who wish to receive Modaraba's Annual Report via email in future are requested to fill the consent
form (available at Orient Rental Modaraba website) and return it to our Share Registrar at its Head Office CDC
House, 99-B, Block 'B, SMCHS, Main Shahra-e-Faisal, Karachi — 74400, Telephone No: 021-111-111-500, Fax No:
021-34326040.
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Key Financial Data

Total Assets Rs. in Million 1,462
Current Assets Rs. in Million 293
Current Liabilities Rs. in Million 229
Paid-up certificate capital Rs. in Million 750
Reserves Rs. in Million 72
Certificate holder's equity Rs. in Million 822
Gross Profit Rs. in Million 140
Net Profit Rs. in Million 72
Profit after Tax Ratio % 12
Debt / Equity Ratio times 0.78
Current Ratio times 1.28
Earnings per certificate - basic and diluted Rs. 0.95
Appropriation to statutory reserve % 20.00
Dividend distribution after appropriation to staturory reserve % 90.00
Cash dividend per certificate Rs. 0.69

< Annual Report June 30, 2018 >




ORIENT

RENTAL MODARABA

FOCUSED ON SOLUTIONS

Vertical Analysis

BALANCE SHEET 5017-18

ASSETS
NON-CURRENT ASSETS
Fixed assets 77%
Preliminary expenses and floatation costs 2%
Advances 1%
80%
CURRENT ASSETS
Spare parts and loose tools 1%
Receivables 11%
Advances and other receivable 5%
Bank balances 3%
20%
100%
LIABILITIES
NON-CURRENT LIABILITIES
Diminishing musharaka financing 28%
CURRENT LIABILITIES
Current maturity of diminishing musharaka financing 3%
Payable to Modaraba Management Company 1%
Creditors, accrued and other liabilities 12%
16%
FINANCED BY: CAPITAL AND RESERVES
Issued, subscribed and paid-up certificate capital 51%
Unappropriated profit 4%
Statutory reserve 1%
56%
100%
PROFIT AND LOSS ACCOUNT
ljarah rentals 67%
Operation and maintenance income 31%
Income on deposits with bank 1%
Gross Income 100%
Operating expenses 76%
Administrative expenses 2%
Marketing expenses 1%
Preliminary expenses and floatation costs 2%
Finance cost 3%
Provision against potential ljarah losses and operation and maintenance income 3%
Total Expenses 87%
Modaraba Management Company's fee 1%
Provision for Sales tax on Modaraba Management fees 0%
Provision for Workers' Welfare Fund 0%
Profit before and after tax 12%
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Chairman’s Review Report

Dear Modaraba Certificate Holders,

On behalf of Board of Directors of EMAN Management (Pvt.) Limited, the Management Company (“Management
Company") of Orient Rental Modaraba ("Modaraba"), | am pleased to welcome you to the 1st Annual Review
Meeting of Modaraba and present the Audited Financial Statements of the Modaraba from the date of
commencement of business dated November 17,2017 to June 30,2018.

This is the first report to the Certificate Holders of the Modaraba as required under the Companies Act, 2017 and
the Listed Companies Code of Corporate Governance, 2017 which have been recently promulgated and have
introduced new requirements for compliance with the stated objective to protect capital and safeguard the
interest of the Certificate holders.

The Modaraba was floated during the year by the Management Company and it was oversubscribed by four times.
This floatation is unique as it is the first time in the Modaraba sector of Pakistan that a green shoe option of PKR 250
million has been introduced and exercised. During the initial period of just seven months of its operations, the
Modaraba has managed to induct a healthy customer base and earn revenues to the tune of Rs. 610.6 Million.

The Board of the Management Company comprises of five directors, who, | can proudly state have at all times
acted in the best interest of Certificate Holders, bringing their extensive experience and qualifications in setting
the direction and strategy of the Modaraba and in discharging their fiduciary duties.

The Board of Directors of the Modaraba received agendas and supporting written material in sufficient time prior
to the Board and its committee meetings. The Board meets frequently enough to adequately discharge its
responsibilities. The independent director and non-executive directors are equally involved in all important
decisions.

| place my sincere appreciation to our Chief Executive Officer and all his team members for their hard work and
dedication. | also wish to place my sincere appreciation to the Registrar Modaraba, Securities & Exchange
Commission of Pakistan and Pakistan Stock Exchange, Consultants and Underwriters for their cooperation,
supportand guidance during the floatation of the Modaraba.

| also wish to place on record my sincere gratitude to the Certificate Holders who have shown their confidence in
the Management Company and have participated in the initial public offering.

—
Muhammad Saeed
Chairman

Dated: September 26, 2018
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Directors’ Report
For the Period Ended June 30, 2018

The Board of Directors of EMAN Management (Pvt) Limited (“EMAN"), the Management Company of Orient Rental
Modaraba (“Modaraba”) have pleasure in presenting First Directors’ Report together with Audited Financial
Statements of the Modaraba from the date of commencement of business dated November 17, 2017 to June 30,
2018.Thefinancial highlights are as follows:

Financial Highlights Rupees
Revenue 610,617,688
Expenses - net (528,362,597)
Profit before Management Fee 82,255,091
Management Company’s Remuneration and

other provision (10,754,030)
Profit before & after Taxation 71,501,061
Transfer to Statutory Reserve @ 20% of profit for (14,300,212)
the period

Un appropriated profit carry forward 57,200,849
Earnings per Certificate— Basic and Diluted 0.95
Breakup value per Certificate 10.95

Review of Operations

The Modaraba was floated with paid up capital of PKR 500 million with a green-shoe option of PKR 250 million. The
public offering was 15 million certificates representing 30% of the paid-up capital. The subscription was
oversubscribed by four-fold to PKR 559.8 million. This floatation is unique as it is the first time in the Modaraba
sector of Pakistan that a green shoe option has been offered and exercised.

The Modaraba was listed on Pakistan Stock Exchange (PSX) on November 17,2017. The Modaraba acquired assets
worth of PKR 1,178 million (inclusive of sales tax) consisting of diesel and gas generators and accessories. These
assets were acquired from the subscription money and diminishing musharaka finance. Further, Modaraba has
also obtained generators and accessories on ljarah (lease) for along-term period of three years. The total portfolio
of assets under operationsis PKR 2,085 million as of June 30, 2018.

During the initial period of just seven months of its operations, the Modaraba has managed to induct a healthy
customer base and earn revenues to the tune of Rs. 610.6 Million while its net operating cost is restricted to 528.4
Million which includes amortization of preliminary cost of 12.0 Million. No provision in respect of current and
deferred taxation has been made in these financial statements as the management is determined to distribute at
least 90% of its profits for the period, as reduced by transfer to statutory reserves, to its certificate holders.

Profit Distribution

The Board is pleased to announce a cash dividend of 6.9 % i.e. Rs. 0.69/=per certificate of Rs. 10/- each, subject to
deduction of zakat and tax at source, where applicable.
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Principal Risksand Uncertainties

The Modaraba is exposed to certain inherent risks and uncertainties. However, we consider the following as key
risks:

e ChangesinTaxation Policy

The success of the Modaraba, amongst other factors, is dependent upon the privilege of tax exemption by the
Government, which is available only on minimum distribution of 90% of the profit to its certificate holders in
the form of cash dividend. If at any stage, this exemption is withdrawn by the Government, the earning per
Certificate of the Modaraba may be affected.

e BusinessRisk
Due to significant reliance on generator rental business the Modaraba is facing a risk from availability of cheap
sources of power generation equipment like solar powered plants etc. Similarly, any Government subsidy to
Alternate Energy sector might negatively affect the Modaraba.

e CreditRisk
Modaraba is exposed to inherent default risks in the business of ljarah. The Modaraba is carrying significant
risks in terms of default in rental payments by lessee and other risks such as non-possession of leased asset,
misuse or abuse by lessee, accidents, theft, and breakdown.

e EconomicRisk

The performance of Modaraba can be affected by changes in the economic conditions. Factors such as market
growth, interest rates and exchange rates could affect the earnings and assets of Modaraba.

The Modaraba works with internal and external stakeholders to mitigate / reduce to acceptable level the likely
impacts of aforesaid risks.

Future Outlook

The Board is keen to focus on its core activities and has plans to increase its existing assets base as there is a good
opportunity for generator rental business due to a variety of factors including availability of LNG, cash flow
pressures onindustries, shortfallin power production, increasing maintenance cost etc.

With over 200 Million population, we see our country as big market for all sorts of investment and we are
committed to continue to make new investments in all sorts of Rental products by offering Islamic ljarah Rental
products and work with our customers for their rental needs.

The Board in next phase will diversify the portfolio of Modaraba so as to create synergy and bring economies of
scale to its business and ensures that it is well positioned to take benefit of significant business opportunities that
have emerged due to CPEC.
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The Board of Directors

The Board comprises of five directors. The composition of the board members is as follows:

Independent Director 1
Non-Executive Directors 3
Executive Director 1

During the period from November 17, 2017 to June 30, 2018, a total of three meetings of the Board of Directors
were held. The position of attendance during respective period was as follows:

. Meeting
Name of Director Held Attended
Mr. Muhammad Saeed 3 3
Mr. Giasuddin Khan 3 3
Mr. Nasim Ahmed 3 3
Mr. Joozer Jiwa Khan 3 3
Mr. Ali Akbar Abdullah 3 3

Board Audit Committee

The Board of Directors has established an Audit Committee, in compliance with the Listed Companies (Code of
Corporate Governance) Regulations, 2017, which oversees internal controls and compliance and has been
working efficiently since its inception. The Audit Committee reviewed the quarterly, half-yearly, and annual
financial statements before submission to the Board and their publication. The Audit Committee had detailed
discussions with the external auditors on various issues, including their letter to the management. The Audit
Committee also reviewed internal auditors' findings and held separate meetings with internal and external
auditors as required under the Code of Corporate Governance.

During the period from November 17,2017 to June 30,2018, a total of two meetings of the Board Audit Committee
were held. The position of attendance during respective tenure was as follows:

. Meeting
Name of Director Held Attended
Mr. Joozer Jiwa Khan 2 2
Mr. Nasim Ahmed 2 2
Mr. Ali Akbar Abdullah 2 2

Human Resource And Remuneration Committee

The Board of Directors in compliance with the Regulations formed Human Resource and Remuneration
Committee (HRRC). The HRRC is primarily responsible for implementation of the process of evaluation and
compensation of the key management personnel.

The meeting of HRRC is not convened during the period from November 17, 2017 to June 30, 2018 because the
Modaraba has not completed first year of its operations.
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Compliance with Corporate Governance

The Board of Directors reviews all significant matters of the Modaraba. These include Modaraba's strategic
direction, related party transactions and decisions on long term investments and borrowings. The Board is
committed to maintain high standards of Corporate Governance.

Corporate and Financial Reporting Framework

The Board of Directors is pleased to report that:

Thefinancial statements prepared by the managementof the Modaraba, present fairly itsstate of affairs,
theresult of its operations, cashflows and changesinequity.

Proper books of accounts of the Modaraba have been maintained.

Appropriate accounting policies have been applied in preparation of financial statements and accounting
estimates are based on reasonable and prudentjudgment.

International Accounting Standards, as applicable to Modarabas in Pakistan, have been followed in
preparation of financial statements.

The system of internal control, which isin place, is being continuously reviewed by internal audit. The process
of review will continue and any weaknessin controls will be removed.

There are no significant doubts upon the Modaraba's ability to continue asa going concern.
Summary of key operating and financial data for the first year period is included in thisannual report.

There are no statutory payments on account of taxes, duties, levies and charges which are outstanding as on
June 30,2018 except for those disclosed in the financial statements.

Employee's Provident Fund of Modaraba is in registration process. The total funds size as at June 30, 2018 is
Rs.7,531,168.

Place of Board Meeting

During the period, all board meetings have been arranged at Karachiin Management Company's office and none
of the meeting conducted outside Pakistan in order to avoid any extra expenses of outside meeting.

Pattern of Certificate Holders

A Statement showing pattern of Certificate Holding of the Modaraba and additional information as at June 30,
2018isincluded in thisreport along with the proxy form.
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DirectorsTraining Program

The Board is committed to compliance with corporate governance regulations and plans fulfillment of the
Directors' Training program within the prescribed timelines.

Related party transactions

In accordance with the requirements of the Regulations, the Modaraba presented all related party transactions
before the Audit Committee and the Board for their review and approval, respectively.

Internal Financial Controls

The directors are aware of their responsibility with respect to internal financial controls. Through discussions with
management and auditors (both internal and external), they confirm that adequate controls have been
implemented by the Modaraba.

SubsequentEvents

No material changes and commitments affecting the financial position of the Company have occurred between
the end of the financial year and the date of thisreport.

Remuneration Policy of Non-Executive Directors

The fee of the Non-Executive and Independent Directors for attending the Board and Committee meetings of the
Company is determined by the Board from time to time.

Shari'ah Advisor’sReport

The Modaraba continues to seek guidance from its Shari'ah Advisor, Mufti Ibrahim Essa as and when required. The
internal audit department has also been trained to handle the day to day affairs of the Modaraba ensuring
complete adherence to Shari'ah policies and principles. The Shari'ah Advisor's Report issued for the affairs of the
Modaraba for the periodended June 30, 2018 is attached in the Annual Financial Statements.

Circulation of Annual Reports through CD/DVD/USB

As notified by the Securities and Exchange Commission of Pakistan (SECP) vide SRO 470(1)/2016 dated May 21,
2016 and in continuation with the SRO 787(1)/2014 dated September 08, 2014 and approved by the Board of
Directors of the Management Company in their meeting held on September 26, 2018, the Modaraba shall, subject
to the approval of Registrar Modaraba, Specialized Companies Division, SECP, circulate its annual balance sheet,
profit and loss account, auditors report and directors report etc. (‘Annual Audited Accounts”) to its members
through CD/DVD/USB at their registered addresses, save for those who opt for a hardcopy of the Annual Audited
Accounts. The Standard request form for electronic transmission is available at the Modaraba’s website:
www.orientmodaraba.com.
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Auditors

On the recommendation of the Audit Committee, the Board has approved the re-appointment of M/s. BDO
Ebrahim & Co., Chartered Accountants as auditors for the year ending June 30, 2019 at a remuneration to be
mutually agreed, subject to the approval of Registrar of Modaraba Companies & Modarabas.

Acknowledgement

The Board wishes to place on record its sincere appreciation to the Registrar Modaraba, Securities & Exchange
Commission of Pakistan and Pakistan Stock Exchange, Consultants and Underwriters for their cooperation,
supportand guidance during the floatation of the Modaraba.

The Board also places on record its sincere gratitude to the certificate holders who have shown their confidence in
the Orient Group and have participated in the initial public offering.

The Board also acknowledges and appreciates the contribution and efforts of each and every employee of the
Modaraba, who by meeting customer expectation and by providing quality service ensured continued business
forthe Modaraba.

S asm ddne Ueow, M

Chief Executive Officer Director
September 26, 2018
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| have reviewed the affairs of Orient Rental Modaraba for the Year ended June 30, 2018.
REVIEW OF OPERATIONS:

Based on my review, the following were the major activities / developments that took place during
this period:

BANK ACCOUNTS:

For investment and operational purposes, Modaraba is operating the Bank accounts maintained with
Islamic Banks.

DIMINISHING MUSHARAKAH:

Modaraba generated liquidity with the execution of Diminishing Musharakah transaction with a
reputable Islamic Bank. After execution of the transaction, the documents of the transaction were
shared with the Shariah Advisor. It is recommended that Modaraba should take approval of its
Shariah Advisor before execution of every financing transaction.

LARAH:

Modaraba obtained number of generators on ljarah Rental contract from a reputable Leasing

Company. | confirm that the said ljarah contract was executed under the supervision of Shariah
Advisor and it is Shariah Compliant.

OPERATIN CONTRACTS:

Modaraba executed number of operating lease contracts with its different reputable clients. |
confirm that all Documentation, Contracts and Transaction Flows were in line with Shariah and only
the approved version of operating lease documents were executed by the parties.

TAKAFUL:

During the period, Modaraba took most welcomed step in respect of adopting Takaful arrangement
for security of the assets and insured its assets from Takaful Companies or Window Takaful of
conventional Insurance Companies on which | am thankful to the Management.

CONCLUSION:

Generally, the Management of Orient Rental Modaraba has effectively shown its sincerity to comply

with Shariah Rulings in its true spirit; therefare, | am of the view that the business operations of
Orient Rental Modaraba are Shariah Compliant up to the best of my knowledge.

™ ¥ ]
‘!:':’ Ll'-"l'*::_:}

Mufti Muhammad lbrahim Essa
Shariah Advisor
Dated: August 13, 2018

Email:
Cell: +92 322 2671867
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Statement of Compliance with Listed Companies

(Code of Corporate Governance) Regulations, 2017
For the Period Ended June 30, 2018

This statement is being presented to comply with Listed Companies (Code of Corporate Governance) Regulations,
2017. Regardless of the fact that EMAN Management (Private) Limited, the Management Company of Orient
Rental Modaraba (Modaraba), is a private limited company, the Board of Directors of the Management Company
are pleased to confirm that the Code is being complied with in all material respects (pertaining to the operations of
the Modaraba). The Management Company has complied with the requirements of the Regulations in the
following manner:

1

The total number of directors is 5 (Five) which consists of male directors. The Board was constituted prior
to the natification of Listed Companies (Code of Corporate Governance) Regulations, 2017, the Modaraba
will appoint a female director at the time of next election of Directors to comply with this requirement of
the Regulations.

The composition of Board is as follows:

a) Independent Director: Mr. Joozer JiwaKhan
b) Other Non-executive Director:  Mr. Muhammad Saeed
Mr. Nasim Ahmed
Mr. Ali Akbar Abdullah
C) Executive Director: Mr. Giasuddin Khan

The Board was constituted prior to the notification of Listed Companies (Code of Corporate Governance)
Regulations, 2017, the Board of Directors will be reconstituted at the time of next election of Directors to
comply with the requirement of Independent directors on the Board.

The directors have confirmed that none of them is serving as a director on more than five listed
companies,including this Modaraba.

The Board is in process of maintaining a Code of Conduct and ensuring that appropriate steps will be
taken to disseminate it throughout the Modaraba along with supporting policies and procedures.

The Board is developing a vision/mission statement, overall corporate strategy and developing significant
policies of the Modaraba.

All the powers of the Board have been duly exercised and decisions on relevant matters have been taken
by Board asempowered by the relevant provisions of the Act and these Regulations.

All meetings of the Board were presided over by the Chairman of the Board and in his absence by the
Director elected by the Board for this purpose. The Board has complied with the requirements of Act and
the Regulations with respect to frequency, recording and circulating minutes of meeting of Board.
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10.

11

12.

13.

14.

15.

16.

The Board has a formal policy and transparent procedures for remuneration of directors in accordance
with the Actand these Regulations.

The Board is committed to compliance with corporate governance regulations and plans fulfillment of
the Directors' Training program within the prescribed timelines.

The Board has approved appointment of CFO, Company Secretary and Head of Internal Audit, including
their remuneration and terms and conditions of employment and complied with relevant requirements
of the Regulations.

CFOand CEO duly endorsed the financial statements before approval of the Board.

The Board has formed committees comprising of members given below:

a) Audit Committee;

1 Mr.Joozer JiwaKhan (Chairman);

2. Mr.Nasim Ahmed (Non-executive Director)

3 Mr. Ali Akbar Abdullah (Non-executive Director)
b) HR and Remuneration Committee;

1 Mr. Nasim Ahmed (Chairman)*;

2. Mr.Joozer JiwaKhan (Independent Director)

3 Mr. Ali Akbar Abdullah (Non-executive Director)

4, Mr. Giasuddin Khan (Chief Executive)

*Subsequent to the period end, the Board of Directors in their meeting held on September 26, 2018 has
appointed Mr. Joozer Jiwa Khan (Independent Director) as Chairman of HR and Remuneration
Committee.

The terms of reference of the Audit Committee have been prepared. The terms of reference of Human
Resource & Remuneration Committee isin process.

The frequencies of the meetings of the committees are as follows;

Committee Frequency of meeting
Audit Committee 2 Quarterly meetings
HR and Remuneration Committee Yearly

The Board has appointed Head of Internal Audit and outsourced the internal audit function to M/s. Baker
Tilly Mehmood Idrees Qamar & Co who are considered suitably qualified and experienced for the purpose
and are conversant with the policies and procedures of the Modaraba.

The statutory auditors of the Modaraba have confirmed that they have been given a satisfactory rating
under the quality control review program of the ICAP and registered with Audit Oversight Board of
Pakistan, that they or any of the partners of the firm, their spouses and minor children do not hold shares of
the Modaraba and that the firm and all its partners are in compliance with International Federation of
Accountants (IFAC) guidelines on code of ethics as adopted by the ICAP.
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17. The statutory auditors or the persons associated with them have not been appointed to provide other
services exceptin accordance with the Act, these regulations or any other regulatory requirementand the
auditors have confirmed that they have observed IFAC guidelinesin this regard.

18. We confirm that all other requirements of the Regulations, except following which are in process, have
been complied with;

e Regulation 10(2) of the Regulations which requires the Board of Directors of the Modaraba
Management Company to carry out annual review of business risks.

e Regulation 10(4) of the Regulations which requires the Board of Directors of the Modaraba
Management Company to maintain complete record of particulars of significant policies along with
their dates of approval and updates.

ﬁu aSMAaCM Mﬂ- M.

Chief Executive Officer Director
September 26, 2018
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INDEPENDENT AUDITOR'S REYIEW REPORT TO THE CERTIFICATE HOLDERS OF ORIENT RENTAL
MODARABA OM THE STATEMENT OF COMPLIANCE COMTAINED IN LISTED COMPANIES (CODE OF
CORPORATE GOVERMANMCE) REGULATIOMNS, 2017

We have reviewed the enclosed Statement of Compliance with the Listed Companies {Code of
Corperate Governance) Regulations, 2017 (the Regulations) prepared by the Board of Directors of
Eman #anagement (Private) Limited [the Modaraba Management Company] for and on behalf of
Orlent Renlal Modaraba (the mModaraba) for the period ended June 30, 2018 in accordance with the
requirements of regulation 40 of the Regulations.

The responsibility for compliance with the Regulations is that of the Board of Directors of the
Modaraba Management Company, Our responsibility is to review whether the Statement of
Compliance reflects the status of the Modaraba's compliance with the provisions of the Regulations
and report if it does not and to highlight any non-compllance with the reguirements of the
Regulations. A review is limited primardly to nguirles of the Modaraba's personnel and review of
various documents prepared by the NModaraba tanagement Company bo comply with the
Regulations.

As a part of our audit of the financial statements we are reguired to obtain an understanding of the
accounting and internal control systems sufficient to plan the audit and develop an effective audit
approach, We are not required to consider whether the Board of Directors” statement on intornal
control covers all risks and controls or to form an opinion on the effectiveness of such internal
controls, the Modaraba’s corperate governance procedures and risks,

The Regulations require the Modaraha Management Company to place before the Audit Committee,
and upon recommendation of the Audlt Committee, place before the Board of Directors for their
review and approval, its related party transactions and also ensure compliance with the
reguirements of secticn 208 of the Companics Act, 2017, We are only required and have ensured
complance of this requirement 1o the extent of the approval of the related party transactions by
the Board of Directors upen recommendation of the Auwdit Committee. We have not carried out
proceduras to assess and determine the Company's process for identification of related parties and
thak whether the related party transactions were undertaken at arm’™s length price ar not.

Based on our review, nothing has come te our attentien which causes us to believe that the
Statement of Compliance does not appropriately reflect the Modaraba Management Company's
compliance, in all material respacts, with the requirements contained in the Regulations as
applicable to the Modaraba Tor the period ended Jung 30, 2018,

Furthecr, wo hightight Bolew Instances of non-compliance with the requirements of the Resulations
as reflected in the paragraph references where these are stated in the Statement of Compliance:
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£, ha Reference  Description

| 4 The Modaraba is in process of maintaining a Code of Conduct and
ensuring that appropriate steps will be taken te disseminate it
throughout the Modaraba  along  with  supporting  policies andl

procedures, |

i il The board is in the process of developing a wision/mission statement, '
overall corporate strategy and significant policies of the Modaraba,

1l Fl The Board plans to fulfill the requirement of the Directors' Training
program within the prescribed timelines.

v 12 The Chairman of the HR and Remuneration commiltee is a nen-
executive director and is not an independent director.

W 13 Preparation of terms of reference of Human Resource & Remuneration
Comimitles s in process.

Vi 18 The Board of Directors of the Medaraba Management Company has not

carried out annual review of business risks,

The Board of Directars of the Modaraba Management Company is in
process to maintain complete record of particulars of significant
policies along with their dates of approval and updates.

KARACHI i O
Loitsin ki b6,

DATED: SEPTEMEBER 26, 20168 CHARTERED ACCOUNTANTS
Engagement Partner: Raheel shahnawaz
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AUDITORS' REFPORT TO THE CERTIFICATE HOLDERS

We have audited the annexed balance sheet of ORIEMT RENTAL MODARABA (“the Modaraba®™) as at
June 30, 2018 and the related profit and less account, the statement of comprehansive income,
the cash flow statement and the statement of changes in equity together with the notes forming
parl thersol (hereinafter referred to as the financial statements], for the period from Hovember
17, 2017 ta June 30, 2018 and we state that we have obtained all the information and explanations
which, to the best of our knowledge and belief, were necessary for the purpose of our audit.

These financial statements are the Modaraba Management Company's [Eman Management Company
[{Private) Limited] responsibility wha s also respansible to establish and maintain a system of
internal control, and prepare and present the above sald statements fn conformity with the
approved accounting standards as applicable in Pakistan and the requirements of the Modaraba
Companies ang Modaraba (Floatation and Control) Ordinance, 1980 (XxX1 of 1980), and the
Modaraba Companies and Modaraba Rules, 1931, Qur responsibility is to express an opinlon on these
staternants based an aur audit.

We conductsd our audit in accardance with the auditing standards as applicable in Pakistan. These
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of any materal misstatement. An audit includes
examining on a test basis, evidence supporting the amounts and disclosures in the financial
staterments. An audit also includes assessing Lhe accounting policies and significant estimates made
by the Modaraba Management Company, as well as, evaluating the overall presentation of Lhe
financial statements, We balieve that our audit provides a reasonable bagis for our apinion and,
after due verification, we report that:

a) in our opinion proper books of account have heen kept by the Modaraba in respect of the
Modaraba as required by the Modaraba Companics and Madaraba (Floatation and Control)
Ordinance, 1980 (XXX1 of 1980), and the Modaraba Companies and Modaraba Rules, 1981;

[z} in our apinion:

i) the balance sheet and profit and loss account together with the notes thereon have
been drawn up in conformily with the Modaraba Cempanies and Modaraba
{Floatation And Control) Ordinance, 1980 (XXX of 1980} and the Modaraba
Companics and Modaraba Rules, 1981, and are in agreement with the books of
account and are further in agreement with accounting policies consistently applied;
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i the expenditure incurred during the period was for the purpose of the Modaraba 's
busingss; and
iifl the business conducted, investments made and the expenditure incurred during the

pericd were in accordance with the nhjects, terms and conditions of the Madaraba;

cl in our opinion and to the best of our information and accordine to the explanations given to
us, the balance sheet, profit and loss account, skatement of comprehensive income, cash
floww statement and statement of changes in equity together with the notes farming part
therenf conform with approved accounting standards as applicable in Pakistan and give the
information required by the Modaraba Companies and Modaraba (Floatation and Control)
Ordinance, 1980 (00K of 1980), and the Modaraba Companies and Medaraba Rules, 1981, in
the manner so required and respectively give a true and fair view of the state of the
Modaraba's affalrs as at June 30, 2018 and of the profit, its comprehensive inceme, its cash
flows and changes in equity for the period then ended; and

d) in our epinien, no Zakal wes deductible at sowrce under the Zakat and Ushr Ordinance,
1980 (X1 of 1980).

KARACHI Wﬁ{ﬂﬁa;ﬂﬁﬂ; i

DATED: 7 § SEP 2018 GHARTERED ACCOUNTANTS
Engagement Partner: Raheel Shahnawaz
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BALANCE SHEET
AS AT JUNE 30, 2018
June 30,
2018
ASSETS Note (Rupees)
NON-CURRENT ASSETS
Fixed assets 5 1,124,555,645
Preliminary expenses and floatation costs 6 23,911,368
Advances 7 20,360,949
1,168,827,962
CURRENT ASSETS
Spare parts and loose tools 8 16,308,050
Receivables 9 156,833,518
Advances and other receivable 10 74,143,664
Bank balances 11 46,122,049
293,407,281
TOTAL ASSETS 1462,235,243
EQUITY AND LIABILITIES
CAPITAL AND RESERVES
Authorized capital
75,000,000 certificates of Rs. 10 each 750,000,000
Issued, subscribed and paid-up certificate capital 12 750,000,000
Unappropriated profit 57,200,849
Statutory reserve 13 14,300,212
821,501,061
NON-CURRENT LIABILITIES
Diminishing musharaka financing 14 411,250,000
CURRENT LIABILITIES
Current maturity of diminishing musharaka financing 14 48,750,000
Payable to Modaraba Management Company 15 10,593,601
Creditors, accrued and other liabilities 16 170,140,581
229,484,182
TOTAL EQUITY AND LIABILITIES 1462,235,243
CONTINGENCIES AND COMMITMENTS 17

The annexed notes from 1 to 36 form an integral part of these financial statements.

For Eman Management (Private) Limited
(Modaraba Management Company)

Gramadi e Wzt () B

Chief Executive Officer Director Director Chief Financial Officer
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PROFIT AND LOSS ACCOUNT
FOR THE PERIOD FROM NOVEMBER 17, 2017 TO JUNE 30, 2018

For the period from
November 17,2017
to June 30, 2018

Note (Rupees)

ljarah rentals - net 18 417,700,165
Operation and maintenance income - net 19 192,917,523
610,617,688
Operating expenses 20 (470,253,424)
Gross profit 140,364,264
Income on deposits with banks 9,013,769
149,378,033
Administrative expenses 21 (13,928,805)
Marketing expenses (3,103,137)
Preliminary expenses and floatation costs 6 (11,955,684)
Finance cost 22 (16,727,162)
Provision against potential ljarah losses and operation and maintenance income 91&92 (21,408,154)
(67,122,942)
82,255,091
Modaraba Management Company's fee 23 8,225,509
Provision for sales tax on Modaraba Management fees 23 1,069,316
Provision for Sindh Workers' Welfare Fund 1,459,205
Profit before taxation 71,501,061

Taxation 24 -
Profit for the period 71,501,061
Earnings per certificate - basic and diluted 25 0.95

The annexed notes from 1 to 36 form an integral part of these financial statements.

For Eman Management (Private) Limited
(Modaraba Management Company)

Gramad e Wzt () 2

Chief Executive Officer Director Director Chief Financial Officer
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STATEMENT OF COMPREHENSIVE INCOME
FOR THE PERIOD FROM NOVEMBER 17, 2017 TO JUNE 30, 2018

For the period from
November 17,2017
to June 30, 2018

(Rupees)
Profit for the period 71,501,061
Other comprehensive income -
Total comprehensive income for the period 71,501,061

The annexed notes from 1 to 36 form an integral part of these financial statements.

For Eman Management (Private) Limited
(Modaraba Management Company)

Gramad e Wzt () 2

Chief Executive Officer Director Director Chief Financial Officer
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CASH FLOW STATEMENT
FOR THE PERIOD FROM NOVEMBER 17, 2017 TO JUNE 30, 2018

For the period from
November 17, 2017
to June 30, 2018

Note (Rupees)
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation 71,501,061
Adjustments for non-cash and other items:
Depreciation 80,321,855
Preliminary expenses and floatation costs 11,955,684
Provision against potential ljarah losses and operation and maintenance income 91&92 21,408,154
Finance costs 16,727,162
Profit on bank deposits (9,013,769)
121,399,086
Operating profit before working capital changes 192,900,147
Increase in current assets
Spare parts and loose tools (16,308,050)
Receivables (178,241,672)
Advances and other receivable (73,913,208)
(268,462,930)
Increase in current liabilities
Payable to Modaraba Management Company 10,593,601
Creditors, accrued and other liabilities 153,413,419
164,007,020
Net cash generated from operating activities 88,444,237
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to fixed assets (1,204,877,500)
Preliminary expenses and floatation costs (35,867,052)
Advances (20,360,949)
Profit on bank deposits 8,783,313
Net cash used in investing activities (1,252,322,188)
CASH FLOWS FROM FINANCING ACTIVITIES
Diminishing musharaka financing 14 460,000,000
Issuance of certificate capital 750,000,000
Net cash generated from financing activities 1,210,000,000
Net increase in cash and cash equivalents 46,122,049
Cash and cash equivalents at the beginning of the period -
Cash and cash equivalents at the end of the period 46,122,049

The annexed notes from 1 to 36 form an integral part of these financial statements.

For Eman Management (Private) Limited
(Modaraba Management Company)

wext ()

Director Director

OO
o

Chief Financial Officer

6' asm ddme Unow,

Chief Executive Officer
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STATEMENT OF CHANGES IN EQUITY
FOR THE PERIOD FROM NOVEMBER 17, 2017 TO JUNE 30, 2018

Paid-up Statutory Unappropriated
o : i Total
certificate capital reserve* profit
(RUPEES) --=mmmmrmmmmmmemmmmaeeen

Balance as at November 17,2017
Certificate capital issued during the period 750,000,000 - - 750,000,000
Profit for the period - - 71,501,061 71,501,061
Other comprehensive income - - - -
Total comprehensive income for the period - - 71,501,061 71,501,061
Transfer to statutory reserve - 14,300,212 (14,300,212) -
Balance as at June 30, 2018 750,000,000 14,300,212 57,200,849 821,501,061

* Statutory reserve represents profit set aside to comply with Prudential Regulations for Modarabas issued by Securities and Exchange
Commission of Pakistan

The annexed notes from 1 to 36 form an integral part of these financial statements.

For Eman Management (Private) Limited
(Modaraba Management Company)

Gramad e Wzt () 2

Chief Executive Officer Director Director Chief Financial Officer
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD FROM NOVEMBER 17, 2017 TO JUNE 30, 2018

1

21

211

NATURE AND STATUS OF BUSINESS

Orient Rental Modaraba (the Modaraba) is a multipurpose and perpetual modaraba formed
under the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980 and
the Rules framed thereunder and is managed by Eman Management (Private) Limited (the
Modaraba Management Company). The Modaraba Management Company is incorporated in
Pakistan under the Companies Ordinance, 1984 (now the Companies Act, 2017) and is
registered with the Registrar of Modaraba Companies and Modaraba under the Modaraba
Companies and Modaraba (Floatation and Control) Ordinance, 1980. The Modaraba was
formally listed on November 17, 2017 on Pakistan Stock Exchange Limited. After receiving the
certificate of minimum subscription the Modaraba commenced its operations with effect from
November 24, 2017. The Registered Office is situated at Plot # 9, Sector 24, Korangi Industrial
Area, Karachi.

The Modaraba is primarily engaged in the business of ijarah, operation and maintenance
services.

BASIS OF PREPARATION
Statement of compliance

These financial statements have been prepared in accordance with the requirements of the
Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980, the Modaraba
Companies and Modaraba Rules, 1981 and directives issued by the Securities and Exchange
Commission of Pakistan (SECP) [the Modaraba Regulations’] together with approved
accounting standards as applicable in Pakistan to Modarabas. Approved accounting standards
comprise of such International Financial Reporting Standards (IFRS) and Islamic Financial
Accounting Standards (IFAS) as notified under the provisions of the Companies Act, 2017 and
made applicable to Modarabas under 'the Modaraba Regulations. Wherever the requirements
of 'the Modaraba Regulations' differ from the requirements of these standards, the requirements
of 'the Modaraba Regulations' take precedence.

The SECP has issued directive (vide SRO 431 (I) / 2007 dated May 22, 2007) that Islamic Financial
Accounting Standard 2 (IFAS-2) shall be followed in preparation of the financial statements by
Companies and Modarabas while accounting for Lease Financing transactions as defined by the
said standard. The Modaraba has adopted the said standard.
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2.2

2.3

24

Basis of measurement

These financial statements have been prepared on the historical cost basis except for the
measurement at fair value of certain financial instruments in accordance with the requirements
of 1AS 39 "Financial Instruments. Recognition and Measurement’, wherever applicable. These
financial statements have been prepared following accrual basis of accounting except for cash
flow statement.

Functional and presentation currency

These financial statements have been presented in Pakistan Rupees, which is the functional and
presentation currency of the Modaraba.

Significant accounting estimates and judgments

The preparation of financial statements in conformity with approved accounting standards
requires the use of certain critical accounting estimates. It also requires management to exercise
its judgment in the process of applying the Modaraba's accounting policies. Estimates and
judgments are continually evaluated and are based on historic experience and other factors,
including expectations of future events that are believed to be reasonable under the
circumstances. Revisions to accounting estimates are recognized in the period in which the
estimate is revised and in any future period effected. In the process of applying the Modaraba's
accounting policies, management has made the following estimates and judgments which are
significant to the financial statements.

Useful lives, pattern of flow of economic benefits and impairment

Estimates with respect to residual values and depreciable lives and pattern of flow of economic
benefits are based on the analysis by the management of the Modaraba. Further, the Modaraba
reviews the value of the assets for possible impairment on an annual basis and any change in
the estimates in the future might affect the carrying amount of respective item of fixed assets,
with a corresponding effect on the depreciation charge and impairment.

Provision against non-performing ijarah rental receivables and operation and
maintenance income receivables (income suspension)

The Modaraba reviews its doubtful debts at each reporting date to assess whether provision /
(income suspension) should be recorded in the profit and loss account in addition to the
mandatory provision / (income suspension) required in accordance with the Prudential
Regulations issued by the SECP In particular, judgment by management is required in the
estimates of the amount and timing of future cash flows when determining the level of
provision required. Such estimates are based on assumptions about a number of factors and
actual results may differ, resulting in future changes to the provisions.
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3.1

3.2

Spare parts and loose tools

The Modaraba reviews the net realisable value of spare parts and loose tools to assess any
diminution in the respective carrying values. Any change in the estimates in future years
might affect the carrying amounts of spare parts with a corresponding effect on the profit and
loss account of those future years.

NEW STANDARDS, INTERPRETATIONS AND AMENDMENTS TO PUBLISHED APPROVED
ACCOUNTING STANDARDS

Amendments that are effective in current period and are relevant to the Modaraba

The Modaraba has adopted the amendments to the following approved accounting standards
as applicable in Pakistan which became effective during the period from the dates mentioned
below against the respective standard:
Effective date
(annual periods
beginning on or

after)
IAS 7 Statement of Cash Flows - Amendments resulting from
the disclosure initiative January 01, 2017
IAS 12 Income Taxes - Amendments regarding the recognition
of deferred tax assets for unrealised losses January 01, 2017

Other than the amendments to standards mentioned above, there are certain annual
improvements made to IFRS that became effective during the period:

Annual Improvements to IFRSs (2014 — 2016) Cycle:
IFRS 12 Disclosure of Interests in Other Entities January 01, 2017
Amendments not yet effective

The following amendments with respect to the approved accounting standards as applicable in
Pakistan would be effective from the dates mentioned below against the respective standard:

IFRS 2 Share-based Payment - Amendments to clarify the
classification and measurement of share-based payment

transactions January 01, 2018
IFRS 4 Insurance Contracts - Amendments regarding the
interaction of IFRS 4 and IFRS 9 January 01, 2018
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IFRS 7

IFRS 9

IFRS 9

IFRS 9

IFRS 10

IAS 28

IAS 28

IAS 39

Financial Instruments Disclosures-Additional hedge
accounting disclosures (and consequential amendments)
resulting from the introduction of the hedge accounting
chapterin IFRS 9

Financial Instruments - Reissue to incorporate a hedge accounting
chapter and permit the early application of the requirements for
presenting in other comprehensive income the 'own credit' gains
or losses on financial liabilities designated under the fair value
option without early applying the other requirements of IFRS 9

Financial Instruments - Finalised version, incorporating
requirements for classification and measurement,
impairment, general hedge accounting and

Financial Instruments - Amendments regarding
prepayment features with negative compensation and
modifications of financial liabilities

Consolidated Financial Statements - Amendments
regarding the sale or contribution of assets between an
investor and its associate or joint venture

Investments in Associates and Joint Ventures -
Amendments regarding the sale or contribution of assets
between an investor and its associate or joint venture

Investments in Associates and Joint Ventures -
Amendments regarding long-term interests in associates
and joint ventures

Amendments to permit an entity to elect to continue to
apply the hedge accounting requirements in IAS 39 for a
fair value hedge of the interest rate exposure of a portion
of a portfolio of financial assets or financial liabilities when
IFRS 9 is applied, and to extend the fair value option to
certain contracts that meet the 'own use' scope exception
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3.3

Effective date
(annual periods
beginning on or
after)
IAS 40 Investment Property - Amendments to clarify transfers or
property to, or from, investment property January 01, 2018

The Annual Improvements to IFRSs that are effective for annual periods beginning on or after
January 01, 2018 are as follows:

Annual Improvements to IFRSs (2014 — 2016) Cycle:
IAS 28 Investments in Associates and Joint Ventures January 01, 2018

Annual Improvements to IFRSs (2015 — 2017) Cycle:

IFRS 3 Business Combinations January 01, 2019
IFRS 11 Joint Arrangements January 01, 2019
IAS 12 Income Taxes January 01, 2018

Standards or interpretations not yet effective

The following new standards have been issued by the International Accounting Standards
Board (IASB), which have been adopted locally by the Securities and Exchange Commission of
Pakistan effective from the dates mentioned below against the respective standard:

IFRS 9 Financial Instruments July 01, 2018
IFRS 15 Revenue from Contracts with Customers July 01, 2018
IFRS 16 Leases January 01, 2019

The following new standards and interpretations have been issued by the International
Accounting Standards Board (IASB), which have not been adopted locally by the Securities and
Exchange Commission of Pakistan:

IFRS 1 First Time Adoption of International Financial Reporting Standards
IFRS 14 Regulatory Deferral Accounts
IFRS 17 Insurance Contracts

The effects of IFRS 15 - Revenues from Contracts with Customers and IFRS 9 - Financial

Instruments are still being assessed, as these new standards may have a significant effect on the
Modaraba future financial statements.
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The Modaraba expects that the adoption of the other amendments and interpretations of the
standards will not have any material impact and therefore will not affect the Modaraba's
financial statements in the period of initial application.

Applicability of International Accounting Standard (IAS) 17 ‘Leases’ and Islamic
Financial Accounting Standard (IFAS) 2 ‘ljarah’

SECP vide its circular no.10 of 2004 dated February 13, 2004, had deferred, till further orders, the
applicability of International Accounting Standard (IAS) 17 “Leases” on Modarabas with effect
from July 01, 2003 and advised the management companies of Modarabas that they may
continue to prepare the financial statements of the Modarabas without applying the
requirements of IAS 17 to the Modarabas.

However, the requirements of IAS 17 were considered for the purpose of leasing transactions
(net investment in finance lease, assets given on finance lease, liabilities against assets subject to
finance lease, and assets obtained on finance lease entered into by the Modaraba upto June 30,
2008). From July 01, 2008, all new lease transactions (both for assets given and assets obtained)
are being accounted for in accordance with the requirements of IFAS 2 as explained hereunder.

Islamic Financial Accounting Standard 2 ‘ljarah’ issued by the Institute of Chartered Accountants
of Pakistan was adopted by the Securities and Exchange Commission of Pakistan (‘the SECP’)
vide SRO 431(1)/ 2007 dated May 22, 2007. During the year ended June 30, 2009, SECP vide its
letter no. SC/M/RW/SC/2009 dated March 09, 2009, directed that the management companies
of Modarabas may apply the accounting treatment of IFAS 2, only to the leasing (ljarah)
transactions entered on or after July 01, 2008. Under the above IFAS 2, the ‘ljarah’ transactions
are accounted for in the following manner:

- Mujir (lessors) presents the assets subject to ljarah in their balance sheet according to the
nature of the asset, distinguished from the assets in own use.

- Costs, including depreciation on the assets given on ljarah, incurred in earning the ljarah
income are recognised as expenses.

- ljarah income is recognised in income on an accrual basis as and when the rental becomes
due, unless another systematic basis is more representative of the time pattern in which the

benefit of the use derived from the leased asset is diminished.

Consequently, in preparation of these financial statements the Modaraba has treated leasing
transactions in accordance with the requirements of IFAS 2.
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4.1

411

412

41.3

4.2

SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies applied in the preparation of these financial statements are
set out below.

Revenue recognition

Revenue is recognised to the extent that the economic benefits will flow to the Modaraba and
revenue can be reliably measured. Revenue is recognised at fair value of consideration received
or receivable. Revenue from different sources is recognised on the following basis;

ljarah rentals

ljarah rentals are recognised as income on an accrual basis, as and when rentals become due.

Operation and maintenance services

Revenue from operation and maintenance services is recognised when the related services
have been rendered.

Income on deposit accounts with banks

Returns on bank deposits are recognized on accrual basis.
Fixed assets

Owned - in use

These are stated at cost less accumulated depreciation and impairment losses, if any. Cost
includes expenditures that are directly attributable to the acquisition of the items.

The cost of replacing part of an item of fixed asset is recognized in the carrying amount of the
item if it is probable that the future economic benefits embodied within the part will flow to the
Modaraba and its cost can be measured reliably. Normal repairs and maintenance are charged
to profit and loss account as and when incurred; major renewals and improvements are
capitalized and the assets so replaced, if any, are retired.

Depreciation

Depreciation on fixed assets, other than generators, is charged to profit and loss account
applying straight line method over 1.5 to 10 years.

Generators are depreciated on actual hours used or minimum standard hours calculated on the
basis of life allotted to them, whichever is higher.
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4.4

Depreciation is charged on additions from the month the asset is available for use and on
disposals upto the month preceding the month of disposal.

ljarah Assets

These are stated at cost less accumulated depreciation and accumulated impairment losses.
Cost includes expenditure that is directly attributable to the acquisition of the items.
Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future economic benefits associated with the item
will flow to the Modaraba and the cost of the item can be measured reliably. All other repairs
and maintenance are charged to the profit and loss account as and when incurred. The residual
values, useful lives and depreciation method are reviewed and adjusted, if appropriate, at each
reporting date.

Gains or losses on disposal

An item of fixed asset is derecognised upon disposal. Gains or losses on disposal of an item of
fixed asset are recognised in the profit and loss account.

Intangible assets

Intangible assets are stated at cost less accumulated amortisation and impairment losses, if any.
Costs associated with maintaining these assets are charged to profit and loss account as and
when incurred, however, costs that are directly attributable to the identifiable asset have
probable economic benefits, are recognised as intangible asset.

All intangible assets are estimated to have definite useful lives and are amortised using the
straight line method over a period of 5 years. Amortisation on addition is charged from the
month on which asset is available for use up to the month preceding the disposal of asset.

The assets' residual values and useful lives are reviewed on annual basis. The effect of any
adjustment to residual values and useful lives is recognised prospectively as a change in
accounting estimate.

Financial instruments

All financial assets and liabilities are initially measured at fair value, and subsequently measured

at fair value or amortized cost as the case may be. The Modaraba derecognizes the financial
assets and financial liabilities when it ceases to be a party to such contractual provisions of the

instruments.
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4.5

45.1

452

453

Financial assets

Financial assets in the scope of IAS 39, are classified as either financial assets at fair value through
profit or loss, loans and receivables, held-to-maturity investments and available-for-sale financial
assets, as appropriate. When financial assets are recognized initially, they are measured at fair
value, plus, in the case of investments not at fair value through profit or loss, directly attributable
transaction cost. The Modaraba determines the classification of its financial assets after initial
recognition and, where allowed and appropriate, re-evaluates this designation at each financial
year-end.

Financial assets at fair value through profit or loss

Financial assets classified as held for trading are included in the category 'Financial assets at fair
value through profit or loss. Financial assets are classified as held for trading if they are acquired
for the purpose of selling in the near term. Derivatives, if any, are also classified as held for
trading unless they are designated as effective hedging instruments. After initial recognition,
financial assets are remeasured at fair value determined with reference to the period-end
quoted rates. Gains or losses on remeasurement are recognized in profit and loss account.

Held-to-maturity

Non-derivative financial assets with fixed or determinable payments and fixed maturity are
classified as held-to-maturity when the Modaraba has the positive intention and ability to hold
to maturity. Investments intended to be held for an undefined period are not included in this
classification. Other long-term investments, that are intended to be held-to-maturity, are
subsequently measured at amortized cost.

This cost is computed as the amount initially recognized minus principal repayments, plus or
minus the cumulative amortization, using the effective interest rate method, of a difference
between the initially recognized amount and the maturity amount. This calculation includes all
fees and charges paid or received between parties to the contract that are an integral part of
the effective interest rate, transaction cost and all other premiums and discounts. For
investments carried at amortized cost, gains and losses are recognized in profit and loss account
when the investments are derecognized or impaired, as well as, through the amortization
process.

Loans and receivables
Loans and receivables are non derivative financial assets with fixed or determinable payments
that are not quoted in an active market. Such assets are carried at amortized cost using the

effective interest rate method. Gains and losses are recognized in profit and loss account when
the loans and receivables are derecognized or impaired, as well as, through the amortization

process.
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45.4 Available-for-sale

4.6

4.7

4.8

Available-for-sale financial assets are those non derivative financial assets that are designated as
available-for-sale or are not classified in any of the three preceding categories. After initial
recognition available-for-sale financial assets are measured at fair value with gains and losses
being recognized in equity through other comprehensive income until the investment is
derecognized or until the investment is determined to be impaired at which time the
cumulative gain or loss previously reported in equity is included in the profit and loss account.

The fair value of investments that are actively traded in organized financial markets is
determined by reference to quoted market bid price at the close of business on the balance
sheet date. For investments where there is no active market, value is determined using
valuation techniques.

Trade date accounting

All 'regular way' purchases and sales of quoted equity securities are recognized on the trade
date ie. the date that the Modaraba commits to purchase / sell the asset. 'Regular way'
purchases or sales of quoted investments require delivery within three working days after the
transaction date as per stock exchange regulations.

Financial liabilities

Financial liabilities are classified according to the substance of the contractual arrangements
entered into. Significant financial liabilities are diminishing musharaka financing under profit
arrangements, creditors, accrued and other liabilities.

Recognition and derecognition of financial instruments

Financial assets and liabilities are recognized initially at fair value or in case of financial assets
that are not carried at fair value through profit or loss, at fair value plus transaction cost. All
financial assets and liabilities are recognized at the time when the entity becomes party to the
contractual provisions of the instrument and are recognized in case of assets, when the
contractual rights under the instrument are recognized, expired or surrendered and in case of a
liability, when the obligation is discharged, cancelled or expired.

Any gain / (loss) on the recognition and derecognition of the financial assets and liabilities is
included in the profit / (loss) for the period in which it arises. Assets and liabilities that are not of
contractual nature and that are created as a result of statutory requirements imposed by the
Government are not financial instruments of the Modaraba.
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4.9

4.10

411

411.1

411.2

Offsetting financial assets and financial liabilities

A financial asset and a financial liability is offset and the net amount reported in the balance
sheet, if the Modaraba has a legal enforceable right to set off the transaction and also intends
either to settle on a net basis or to realise the asset and settle the liability simultaneously.
Corresponding income on the assets and charge on the liability is also off- set.

Cash and cash equivalents

Cash and bank balances are carried at nominal value, except the foreign currency account
balances which are translated into rupees at the rates of exchange approximating those
prevailing at the balance sheet date.

Cash and cash equivalents are carried at cost. For the purpose of the cash flow statement, cash
and cash equivalents consist of cash in hand, balances at banks in current and deposit accounts.
Short term running finances, if any, that are repayable on demand and form an integral part of
the Modaraba's cash management are included as a component of cash and cash equivalents
for the purpose of the cash flow statement.

Impairment
Financial assets

Impairment is recognized by the Modaraba on the basis of provision requirements given under
Prudential Regulations for Modaraba and subjective evaluation carried out on an ongoing basis.

A financial asset is assessed at each reporting date to determine whether there is any objective
evidence that it is impaired. A financial asset is considered to be impaired if objective evidence
indicates that one or more events have had a negative effect on the estimated future cash flows
of that asset.

Available-for-sale investments

For available-for-sale investments, the Modaraba assesses at each balance sheet date whether
there is an objective evidence that an investment or a group of investments is impaired. In the
case of equity investments classified as available-for-sale, objective evidence would include a
significant or prolonged decline in the fair value of the investment below its cost. Where there is
evidence of impairment, the cumulative loss, measured as the difference between the
acquisition cost and the current fair value less any impairment loss on that investment
previously recognized in the income statement, is removed from equity and recognized in the
profit and loss account. Impairment losses on equity investments are not reversed through the
income statement; increases in their fair value after impairment are recognized in equity
through other comprehensive income.
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4.11.3

4.12
4.12.1

4122

In the case of debt instruments classified as available-for-sale, impairment is assessed based on
the same criteria as financial assets carried at amortized cost. If, in a subsequent year, the fair
value of a debt instrument increases and the increase can be objectively related to an event
occurring after the impairment loss was recognized in the income statement, the impairment
loss is reversed through the profit and loss account.

All impairment losses are recognized in profit or loss. Any cumulative loss in respect of available
for-sale financial assets recognized previously in equity is transferred to profit or loss. An
impairment loss is reversed if the reversal can be related objectively to an event occurring after
the impairment loss was recognized. For financial assets measured at amortized cost and
available-for-sale financial assets that are debt securities, the reversal is recognized in profit or
loss. For available-for-sale financial assets that are equity securities, the reversal is recognized in
equity through other comprehensive income.

Non-financial assets

The Modaraba assesses at each balance sheet date whether there is any indication that assets
may be impaired. If such indication exists, the carrying amounts of such assets are reviewed to
assess whether they are recorded in excess of their recoverable amount. Where carrying values
exceed the respective recoverable amount, assets are written down to their recoverable
amounts and the resulting impairment loss is recognized in profit and loss account. The
recoverable amount is the higher of an asset's fair value less costs to sell and value in use. Where
impairment loss for asset subsequently reverses, the carrying amount of the asset is increased to
the revised recoverable amount but limited to the extent of initial cost of the asset. Reversal of
impairment loss is recognized as income in profit and loss account.

Taxation
Current tax

The charge for current taxation is based on taxable income at the current rates of taxation after
taking into account tax credit and tax rebates realisable, if any. Under clause 100 of Part | of the
Second Schedule to the Income Tax Ordinance, 2001, the non-trading income of modarabas is
exempt from income tax, provided not less than 90% of its profits, after appropriation to
statutory reserves as required under Modaraba Regulations, are distributed to the certificate
holders.

Deferred tax

The Modaraba accounts for deferred taxation on all material temporary differences using the
liability method arising between the amounts attributed to assets and liabilities for financial
reporting purposes and for taxation purposes. However, deferred tax liability has not been
provided in these financial statements as the management believes that the future income of
Modaraba will not be taxable in the foreseeable future due to the fact that the Modaraba
intends to continue availing the tax exemption through profit distribution to the extent of 90
percent of distributable profit.
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4.13

414

4.15

4.16

4.17

4.18

Provisions

Provisions are recognized when the Modaraba has a present legal or constructive obligation as
a result of past events and it is probable that an outflow of resources embodying economic
benefits will be required to settle the obligation and a reliable estimate can be made of the
amount of the obligation. Provisions are reviewed at each balance sheet date and are adjusted
to reflect the current best estimate.

Foreign currencies translation

Foreign currency transactions during the period, if any, are translated into Pakistani Rupees at
the exchange rates prevailing on the date of transaction. Monetary assets and liabilities in
foreign currencies, if any, at the balance sheet date are translated into Pakistani Rupees at the
rates of exchange prevailing on the balance sheet date. Exchange gains and losses on
translation are included in profit and loss account.

Profit distribution and other appropriations of profit

Profit distributions to the certificate holders and other appropriations of profit are recognized in
the period in which these are approved. Transfer to statutory reserve and any of the mandatory
appropriations as may be required by law are recognized in the period to which these relate.

Earnings per certificate

The Modaraba presents earnings per certificate (EPC) data for its certificates. Basic EPC is
calculated by dividing the profit or loss attributable to certificate holders of the Modaraba by
weighted average number of certificates outstanding during the period. Diluted EPC is
determined by adjusting the profit or loss attributable to certificate holders and the weighted
average number of certificates outstanding for the effects of all dilutive potential certificates.

Related party transactions

All transactions with the related parties are priced on arm’s length basis.

Preliminary expenses and floatation cost

Preliminary expenses and floatation costs represent expenses incurred in respect of issue of
modaraba certificates to the public inclusive of cost of organization and floatation of the
Modaraba, cost of printing, publication and distribution of prospectus, underwriting expenses,

commission to the bankers to the issue and brokerage etc. This cost shall be amortized over the
period of 3 years as per Third Schedule of Modaraba Companies and Modaraba Rules, 1981.
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4.19

4.20

4.21

4.22

4.23

4.24

Spare parts and loose tools

Spare parts and loose tools are valued at lower of cost determined on weighted average basis
and net realisable value. Cost comprises invoice value and other cost incurred in bringing the
spare parts and loose tools to their present location and condition.

ljarah rentals and operation and maintenance income receivable

These are stated at amount receivable which is fair value of consideration receivable for services
rendered, net of suspension and / provision. The suspension and / provision is recognised in
accordance with the Prudential Regulations for Modarabas issued by the SECP.

Advances, deposits, prepayments and other receivables

These are stated at cost less provisions for impairment. An estimate is made for doubtful
receivables (as provision) when collection of the amount is no longer probable. Full provision is
made against the receivables considered doubtful. Receivables considered irrecoverable are
written off.

Staff retirement benefits
Defined contribution plan

The Modaraba is in the process of establishing a recognised contributory Provident Fund ("the
Fund") for all its permanent employees. Equal monthly contributions to the Fund is being made
both by the Modaraba and by the employees, at the rate of 10% of basic pay.

Creditors, accrued and other liabilities

These are recognized and carried at cost which is the fair value of the consideration to be paid
in future for goods and services received.

Segment reporting

As per IFRS 8, "Operating Segments’, operating segments are reported in a manner consistent
with the internal reporting used by the chief operating decision maker. The Chief Executive
Officer of the Modaraba Management Company has been identified as the decision maker, who
is responsible for allocating resources and assessing performance of the operating segments.

The Chief Executive Officer is responsible for Modaraba's entire product portfolio and consider
business to have a single operating segment. The Modaraba's assets allocation decisions are
based on a single integrated investment strategy and the Modaraba's performance is evaluated
on a overall basis. The internal reporting provided to the Chief Executive Officer for the
Modaraba's assets, liabilities and performance is prepared on a consistent basis with the
measurement and recognition principles of approved accounting standards as applicable in
Pakistan.
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51

The Modaraba is domiciled in Pakistan. All of the Modaraba's income is from entities
incorporated in Pakistan.

June 30, 2018
Note (Rupees)

FIXED ASSETS
ljarah assets 51 1,108,696,105
Fixed assets in own use 15,859,540

5.2 1,124 555,645

It includes generators and related equipments acquired by the Modaraba amounting to Rs.
984.47 million from Orient Energy Systems (Private) Limited, an associated company. (Note 31)
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7.1

8.1

9.1

911

June 30,
2018
Note (Rupees)
PRELIMINARY EXPENSES AND FLOATATION COSTS
Preliminary expenses and floatation costs 35,867,052
Amortization during the period (11,955,684)
23,911,368

Preliminary expenses and floatation costs are being amortised over the period of 3 years as
per Third Schedule of Modaraba Companies and Modaraba Rules, 1981.

ADVANCES

Advance to supplier 7.1 20,360,949

This represent advance to Orient Energy Systems (Private) Limited, an associated company
for the purchase of generators.

SPARE PARTS AND LOOSE TOOLS

Spare parts and loose tools 16,308,050
Provision for slow moving spare parts and loose tools

8.1 16,308,050
Spare parts and loose tools consists of items related to generators.

RECEIVABLES
ljarah rentals receivables 91 110,734,488
Operation and maintenance income receivables 9.2 46,099,030
156,833,518
l[jarah rentals receivables
Considered good 110,734,488
Considered doubtful 9,959,104
Less: Provision against potential ljarah losses 911 (9,959,104)
110,734,488

Provision against potential ljarah losses has been subjectively evaluated and provided for in
accordance with Regulation 5(2) of Part lll of Prudential Regulations for Modarabas issued
by Securities and Exchange Commission of Pakistan vide circular no. 4 of 2004.
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9.2

921

10

101

11

111

12

Note
Operation and maintenance income receivables

Considered good

Considered doubtful
Less: Provision against operation and maintenance inocme 9.2.1

June 30,
2018
(Rupees)

46,099,030

11,449,050
(11,449,050)

46,099,030

Provision against operation and maintenance income has been subjectively evaluated and provided
for in accordance with Regulation5(2) of Part Il of Prudential Regulations for Modarabas issued by

Securities and Exchange Commission of Pakistan vide circular no. 4 of 2004.

ADVANCES AND OTHER RECEIVABLE

Sales tax adjustable 101
Advance income tax

Loans and advances to staff

Earnest money

Advances and prepayments

Security deposit

Profit receivable from bank

36,358,329
32,660,834
1,125,617
819,459
2,508,969
440,000
230,456

74,143,664

This amount includes sales tax input adjustable on account of purchase of fixed assets.

BANK BALANCES

Balances with banks
Current accounts 11.1
Deposit accounts

These balances carry profit at rates ranging from 3.5% to 5% per annum.

ISSUED, SUBSCRIBED AND PAID-UP CERTIFICATE CAPITAL

Modaraba certificates of Rs. 10 each

Number of
certificates
June 30,
2018

75,000,000 Certificates issued as fully paid in cash
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121  Eman Management (Private) Limited (the Management Company) held 7,500,000 (10%)
certificates of Rs. 10 each as at June 30, 2018.

13 STATUTORY RESERVE

Statutory reserve represents profits set aside to comply with the Prudential Regulations for
Modarabas issued by Securities and Exchange Commission of Pakistan. These regulations
require a Modaraba to transfer not less than 20% and not more than 50% of its after tax profit
till such time that reserves equal 100% of the paid-up capital. Thereafter, a sum not less than
5% of after tax profit is to be transferred. During the current period, the Modaraba has
transferred an amount of Rs. 14.30 million which represents 20% of the profit after tax.

June 30,
2018
(Rupees)
14 DIMINISHING MUSHARAKA FINANCING
(Secured)
Diminishing musharaka financing 460,000,000
Due within one year (48,750,000)
411,250,000

The diminishing musharaka financing is for a period of 4 years and is secured against
hypothecation of generators and accessories. This finance carries profit at the rate of 1 year
KIBOR + 15% per annum payable on quarterly basis commencing from the date of
disbursement. Principal repayments are on quarterly basis commencing after one year from
the date of disbursement.

15 PAYABLE TO MODARABA MANAGEMENT COMPANY

Remuneration payable to Management Company 23 8,225,509

Sindh sales tax payable on remuneration of

Management Company 23 1,069,316

Reimbursement of expenses 151 1,298,776
10,593,601

151  This represents preliminary expenses and floatation costs payable to Modaraba Management
Company.
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16

16.1

16.2

16.3

17

17.1

17.2

17.21

June 30,
2018
Note (Rupees)
CREDITORS, ACCRUED AND OTHER LIABILITIES

Creditors 16.1 82,584,987
ljarah rental payable 23,223,750
Services and maintenance charges payable 16.2 15,076,585
Advances / deposits from customer 10,373,344
Withholding income and sales tax payable 9,765,680
Accrued liabilities 16.3 22,726,448
Accrued profit on diminishing musharaka financing 4,930,582
Provision for Sindh Workers' Welfare Fund 1,459,205
170,140,581

This amount includes Rs. 47.835 million in respect of purchase of spare parts and loose tools
and Rs. 3.978 million in respect of purchase of generators, payable to Orient Energy Systems
(Private) Limited, an associated company.

This amount represents service and maintenance charges payable to Orient Energy Systems
(Private) Limited, an associated company.

This amount includes Rs. 2.119 million payable to Orient Energy Systems (Private) Limited, an
associated company in respect of IT, administration and other reimbursements.
CONTINGENCIES AND COMMITMENTS

Contingencies

There were no contingencies as at June 30, 2018.

Commitments

Contractual rentals receivable on ljarah contracts

Future minimum ijarah receivables on the basis of ijarah agreements executed up to June 30,
2018 are as follows:
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ljarah rentals

Operation and

receivables maintenance
income
receivables
Receivables - not later than one year 289,074,623 101,471,838
Receivables - later than one year and not later
than five years 90,842,977 -
379,917,600 101,471,838

17.2.2 Contractual rentals payable on ljarah contracts

18

18.1

19

The Modaraba has obtained 71 generators on ljarah from ORIX Leasing Pakistan Limited
(OLP) for a period of three years with quarterly rental installment of Rs. 46.45 million. M/s
Orient Energy Systems (Private) Limited has provided bank (performance) guarantee to ORIX
Leasing Pakistan Limited amounting to Rs. 55.74 million on behalf of the Modaraba. Future
minimum ijarah payables on the basis of ijarah agreements executed up to June 30, 2018 are

as follows:;

Payables - not later than one year
Payables - later than one year and not later than five years

Note
IJARAH RENTALS - NET

ljarah rentals 181
Less: Sales tax

This includes sub-ijarah income amounting to Rs. 134.906 million.
OPERATION AND MAINTENANCE INCOME - NET

Operation and maintenance income
Less: Sales tax
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185,790,000
278,685,000

464,475,000

For the period from
November 17, 2017
to June 30, 2018

(Rupees)

430,367,281
(12,667,116)

417,700,165

214,993,872
(22,076,349)
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For the period from
November 17, 2017
to June 30,2018

Note (Rupees)
20 OPERATING EXPENSES

Salaries and allowances 186,927,876
Repair, maintenance and related cost 20.1 145,092,822
Depreciation 52 80,269,440
Ujrah payments 20.2 35,575,693
Insurance 19,477,901
Travelling and conveyance 2,909,692

470,253,424

20.1  This amount includes consumable parts and loose tools purchased, service and maintenance
charges and other miscellaneous charges amounting to Rs. 53.887 million, Rs. 15.077 million
and Rs. 2.00 million respectively acquired from Orient Energy Systems (Private) Limited, an
associated company.

202  This represents quarterly installments paid to ORIX Leasing Pakistan Limited against 71
generators obtained on ljarah.

21 ADMINISTRATIVE EXPENSES

Salaries and allowances 6,490,283
Education and training 91,095
Utilities, postage and communication 1,362,235
Printing and stationary 1,039,969
Depreciation 52 52,415
Fee and subscription 1,061,679
Legal and professional charges 2,790,342
Auditors' remuneration 211 422,500
Other expenses 618,287

13,928,805

21.1 Auditors' Remuneration

Annual fee 250,000
Half yearly review fee 125,000
Certification fee 10,000
Out of pocket expenses 37,500

422,500
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22

23

24

25

For the period from
November 17, 2017
to June 30, 2018

Note (Rupees)
FINANCE COST
Financial charges on Diminishing Musharaka 16,555,582
Bank charges 171,580
16,727,162

MODARABA MANAGEMENT COMPANY'S FEE

In accordance with the Modaraba Companies and Modaraba Rules, 1981, the Modaraba has
accrued management fee at the rate of 10% of profits during the period which is payable to
the Modaraba Management Company amounting to Rs. 8.226 million. Furthermore, during
the current period, an amount of Rs. 1.069 million at the rate of 13% was charged on account
of sales tax on management fee levied under Sindh Sales Tax on Services Act, 2011.

TAXATION

As per the Second Schedule to the Income Tax Ordinance, 2001, the income of a non-trading
modaraba is exempt from income tax provided that it distributes at least 90% of its profits to
its certificate holders for the year after making appropriation for statutory reserves. The
Modaraba intends to avail this exemption by distributing 90% of its profits to its certificate
holders after making appropriation to statutory reserves for the period ending June 30, 2018.
Accordingly, no provision in respect of current and deferred taxation has been made in these
financial statements.

EARNINGS PER CERTIFICATE - BASIC AND DILUTED

The earnings per certificate as required under IAS 33 "Earnings per share" is given below:

Profit for the period 71,501,061
Weighted average number of certificates outstanding 75,000,000
Earnings per certificate - Basic and diluted (Rupees) 0.95
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251  There were no convertible dilutive potential ordinary certificates outstanding as on June 30,
2018 which have dilutive effect on earnings per certificate.
26 REMUNERATION OF OFFICERS AND OTHER EMPLOYEES
Executives  Other employees Total
Rupees
Basic salary 14,199,687 88,258,261 102,457,948
Bonus 1,365,341 8,156,162 9,521,503
House rent allowance 6,389,876 39,716,096 46,105,972
Utility allowance 1,419,977 8,825,938 10,245,915
Vehicle finance allowance 2,156,000 1,415,000 3,571,000
Conveyance allowance - 472,061 472,061
Provident fund 1,190,368 2,575,216 3,765,584
Contribution to Employees'
old age benefit 36,400 3,244,150 3,280,550
Medical benefits 895,929 3,306,359 4,202,288
Others 128,400 9,666,938 9,795,338
27,781,978 165,636,181 193,418,159

Number of persons 12 1179 1191

For the period from
November 17, 2017
to June 30, 2018

(Rupees)
27 UTILIZATION OF PROCEEDS OF INITIAL PUBLIC OFFERING
The break-up of utilization of proceeds of initial public offering is being presented under the

requirements of Regulation 16 of Chapter VIII of Public Offering Regulations, 2017. The
Modaraba has utilized the proceeds from initial public offering as follows:

Proceeds realized 750,000,000

Purchase of plant and equipment (inclusive of sales tax) 649,079,000

Held for working capital, purchase of additional assets and

reimbursement of preliminary expenses 100,921,000
750,000,000
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28.1

28.2

28.3

28.4

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Modaraba's objective in managing risk is the creation and protection of certificate
holders' value. Risk is inherent in the Modaraba's activities, but it is managed through
monitoring and controlling activities which are primarily setup to be performed, based on
limits established by the Modaraba Management Company, Modaraba's constitutive
documents and the regulations and directives of the SECP. The Modaraba's activities expose
it to a variety of financial risks: market risk (including profit rate risk, equity price risk and fair
value risk), credit risk and liquidity risk. The Board of Directors of the Modaraba Management
Company has overall responsibility for the establishment and oversight of the Modaraba's risk
management framework.

The Modaraba's overall risk management program focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects on the Modaraba's financial
performance.

The Modaraba primarily invests in assets used for ijarah business. Such investments are
subject to varying degrees of risk, which emanate from various factors that include but are
not limited to market risk, credit risk and liquidity risk.

Market risk

Market risk is the risk that the fair value or future cash flows of financial instruments will
fluctuate due to changes in market variables such as profit rates, foreign exchange rates and
equity prices.

Profit rate risk

Profit rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market profit rates.

Foreign currency risk
Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument

will fluctuate because of changes in foreign exchange rates. The Modaraba does not have
any financial instruments in foreign currencies and hence is not exposed to such risk.

Liquidity risk

Liquidity risk is defined as the risk that the Modaraba will encounter difficulty in meeting
obligations associated with financial liabilities. Liquidity risk arises because of the possibility
that the Modaraba could be required to pay its liabilities earlier than expected.
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The Modaraba's approach to managing liquidity is to ensure, as far as possible, that it will
always have sufficient liquidity to meet its liabilities when due, under both normal and
stressful conditions, without incurring unacceptable losses or risking damage to the
Modaraba's reputation. The table below summarizes the maturity profile of the Modaraba's
financial liabilities based on contractual undiscounted payments.

; Six to ) !
June 30, 2018 Profit rate Six months or Twelve One to five Over five Total contractual
less years years cash flows
months
Rupees
Diminishing musharaka 1 year KIBOR +
financing 15% - 48,750,000 411,250,000 - 460,000,000
Payable to Modaraba
Management company 10,593,601 - - - 10,593,601
Creditors, accrued and other
liabilities - 170,140,581 - - - 170,140,581
Total 180,734,182 48,750,000 411,250,000 - 640,734,182

28.5 Creditrisk

Credit risk is the risk that the counterparty to a financial instrument will cause a financial loss
for the Modaraba by failing to discharge its obligation. The Modaraba's policy is to enter into
financial contracts with reputable counter parties in accordance with the internal guidelines,
offering document and regulatory requirements. The table below analyses the Modaraba's
maximum exposure to credit risk. The maximum exposure is shown gross, before the effect
of mitigation through the use of collateral agreements at reporting date:

June
30, 2018
(Rupees)
Receivables 156,833,518
Advances and other receivable 2,615,532
Bank balances 46,122,049
205,571,099
28.6 Financial instruments by category
Financial assets
Loans and receivables at amortised cost
Receivables 156,833,518
Advances and other receivable 2,615,532
Bank balances 46,122,049
205,571,099
Financial liabilities
Financial liabilities at amortised cost
Diminishing musharaka financing 460,000,000
Payable to Modaraba Management Company 10,593,601
Creditors, accrued and other liabilities 170,140,581
640,734,182
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29.1

FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is the amount for which an asset could be exchanged, or a liability settled, between
knowledgeable willing parties in an arm's length transaction. Consequently differences can
arise between carrying values and the fair value estimates.

Underlying the definition of fair value is the presumption that the Modaraba is a going
concern without any intention or requirement to curtail materially the scale of its operations
or to undertake a transaction on adverse terms.

Financial assets which are tradable in an open market are revalued at the market prices
prevailing on the balance sheet date. The estimated fair value of all other financial assets and
liabilities is considered not significantly different from book value as the items are short term
in nature.

The carrying values of all financial assets and liabilities reflected in the financial statements are
approximate to their fair values. Fair value is determined on the basis of the objective
evidence at each required date. The following table compares the carrying amounts and fair
values of the Modaraba’s financial assets and financial liabilities as at June 30, 2018.

June 30, 2018

Carrying Fair
amount value
Rupees
Financial assets
Loans and receivables at amortised cost
Receivables 156,833,518 156,833,518
Advances and other receivable 2,615,532 2,615,532
Bank balances 46,122,049 46,122,049
Financial liabilities
Financial liabilities at amortised cost
Diminishing musharaka financing 460,000,000 460,000,000
Payable to Modaraba Management company 10,593,601 10,593,601
Creditors, accrued and other liabilities 126,090,904 126,090,904

Fair value hierarchy
The level in the fair value hierarchy within which the financial asset or financial liability is
categorised is determined on the basis of the lowest level input that is significant to the fair

value measurement.

Financial assets and financial liabilities are classified in their entirety into only one of the three
levels.

Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities
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31

Level 2. inputs other than quoted prices included within Level 1 that are observable
for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from
prices)

Level 3:  inputs for the asset or liability that are not based on observable market
data (unobservable inputs).

There were no financial instruments held by the Modaraba which are measured at fair value
as of June 30, 2018.

CAPITAL RISK MANAGEMENT

The Modaraba'’s prime objective when managing capital is to safeguard its ability to continue
as a going concern in order to provide adequate returns for certificate-holders and benefits
for other stakeholders and to maintain an optimal capital structure to reduce the cost of
capital.

In order to maintain or adjust the capital structure, the Modaraba may adjust the amount of
profit distributed to certificate holders, issue new certificates or sell assets to reduce debt and
transfer amount to statutory reserve.

The Modaraba's policy is to maintain a sound capital base so as to maintain investor, creditor
and market confidence and to sustain future development of the business.

RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party has the ability to control the other party or
exercise significant influence over the other party in making financial or operational decisions
and include a subsidiary company, modaraba management company, associated companies
with or without common directors, retirement benefit funds, directors, and key management
personnel.

The Modaraba has related party relationship with its Modaraba Management Company,
Associated Undertakings, Employee Benefit Plans, and its Key Management Personnel,

A number of transactions are entered into with related parties in the normal course of
business. These include purchase of assets and sharing of common expenses, if any.
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The detail of transactions with related parties and balances with them is given below:

For the period from
November 17, 2017
to June 30, 2018

Relationship with Nature of transactions Note .
(Rupees)
the Modaraba
Associated Company
Orient Energy Systems Purchase of generators 51 936,290,343
(Private) Limited Purchase of accessories 51 36,709,000
Purchase of motor vehicles 51 10,043,342
Purchase of electronic appliances 51 1,431,044
Purchase of spare parts
and loose tools 20.1 53,886,629
Service and maintenance charges 20.1 15,076,585
Miscellaneous charges 20.1 2,000,000
Modaraba Management Company
Eman Management (Private) Preliminary expenses, floatation
Limited costs and reimbursement of
expenses 23,152,756
June
30,2018
. (Rupees)
31.1 Period end balances
Associated Company
Orient Energy Systems Payable against purchase of
(Private) Limited spare parts and loose tools 16.1 47,835,046
Payable against service and
maintenance charges 16.2 15,076,585
Payable against purchase of
generator 16.1 3,978,000
Payable against miscellaneous
charges 16.3 2,119,567
Advance against purchase of
generators 71 20,360,949
Modaraba Management Company
Eman Management (Private) Management fees payable 23 8,225,509
Limited Preliminary expenses, floatation
costs and reimbursement of
expenses 151 1,298,776

32 NON-ADJUSTING EVENT AFTER THE BALANCE SHEET DATE

The Board of Directors of the Modaraba Management Company in their meeting held on
September 26, 2018 have approved profit distribution at the rate of 6.9% i.e. Re. 0.69 per
certificate for the period ended June 30, 2018. These financial statements do not reflect this

distribution.
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33 DATE OF AUTHORIZATION FOR ISSUE

These financial statements were authorized for issue on September 26, 2018 by the Board of
Directors of the Eman Management (Private) Limited.

34 CORRESPONDING FIGURES

As this is first year of operation of the Modaraba after incorporation, therefore, no
corresponding figures are disclosed.

35 NUMBER OF EMPLOYEES
The number of employees as at period end was 1148.
36 GENERAL

Amounts have been presented and rounded off to the nearest Pak rupees unless otherwise
stated.

For Eman Management (Private) Limited
(Modaraba Management Company)

Gramad e Wzt () 2

Chief Executive Officer Director Director Chief Financial Officer
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PATTERN OF CERTIFICATE HOLDING
As at June 30, 2018

Categories of certificate holders Certificateholders Certificate Held Percentage

Directors and their spouse(s) and minor children
MUHAMMAD SAEED 1 6,250,000 8.33
NASIM AHMED 1 6,250,000 8.33

Associated Companies, undertakings and related parties

EMAN MANAGEMENT (PVT,) LIMITED 1 7,500,000 10.00
ASIN HOLDINGS (PVT,) LIMITED 1 5,000,000 6.67
Executives 2 1,344 471 179
Public Sector Companies and Corporations 0

Banks, development finance institutions, non-banking finance companies,

insurance companies, takaful, modarabas and pension funds 1 6,638,953 8.85

Mutual Funds 0

General Public

a. Local 803 40,347,997 53.80
b. Foreign 0

Foreign Companies - -
Others 2 1,668,579 2.22
Totals 812 75,000,000 100.00
Certificate holders holding 5% or more Certificate Held Percentage
EMAN MANAGEMENT (PVT,) LIMITED 7,500,000 10.00
MEEZAN BANK LIMITED 6,638,953 8.85
MUHAMMAD SAEED 6,250,000 833
CHAUDHRY JAWAID IQBAL 6,250,000 833
NASIM AHMED 6,250,000 833
AZHAR IQBAL 6,250,000 833
ASIN HOLDINGS (PVT.) LIMITED 5,000,000 6.67
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PATTERN OF CERTIFICATE HOLDING
As of June 30, 2018

Number of i
Certificate Certificate Holdings Vet CErm e s
Held
holders
20 1 to 100 320
148 101 to 500 65,873
95 501 to 1000 94,775
319 1001 to 5000 811,984
95 5001 to 10000 643,836
44 10001 to 15000 529,092
10 15001 to 20000 169,778
17 20001 to 25000 349,296
4 25001 to 30000 108,901
6 30001 to 35000 196,835
6 35001 to 40000 221,187
4 40001 to 45000 161,464
6 45001 to 50000 281,362
2 50001 to 55000 106,758
1 60001 to 65000 63,387
5 65001 to 70000 333,615
1 125001 to 130000 127,446
1 130001 to 135000 133,446
1 195001 to 200000 196,833
1 265001 to 270000 266,893
1 300001 to 305000 303,500
1 400001 to 405000 400,339
5 1000001 to 1005000 5,004,235
1 1100001 to 1105000 1,100,932
3 1200001 to 1205000 3,603,051
1 1330001 to 1335000 1,334,463
1 1400001 to 1405000 1,401,186
1 1410001 to 1415000 1,414,325
1 1490001 to 1495000 1,494,186
1 1600001 to 1605000 1,601,356
1 1665001 to 1670000 1,668,079
2 3335001 to 3340000 6,672,314
1 4995001 to 5000000 5,000,000
4 6245001 to 6250000 25,000,000
1 6635001 to 6640000 6,638,953
1 7495001 to 7500000 7,500,000
812 75,000,000
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Proxy F()rm Orient Rental Modaraba

Managed by: EMAN Management (Private)

Limited
1/ We
of
being a member of Orient Rental Modaraba and holder of Certificates as per Certificate
Register Folio No. and / or CDC Participant ID No. and Sub Account No.

hereby appoint

of or failing him / her of

As my proxy to represent me and on my behalf at the 1st Annual Review Meeting of the Modaraba to be held on
27th day of October 2018 and at any adjournment there of.

Signed this day of 2018

WITNESSES:

1 Signature:

Name:
Address:
Revenue
Signature Stamp
Rs.5 /-
CNIC / or:
Passport No.:

(Signature should agree with specimen
signature registered with the Modaraba)
2 Signature:

Name:

Address:

CNIC / or:

Passport No.:

Note: Proxies in order to be effective must be received by the Modaraba not less than 48 hours before the meeting.
A proxy must be a certificate holder of the Modaraba. CDC Certificate holders and their proxies are each requested
to submit attested photocopy of their Computerized National Identity Card or Passport with this proxy form.
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DIVIDEND MANDATE FORM
Date;

| hereby wish to communicate my desire to receive my dividends directly in my bank account as detailed below:

1. Name of shareholder/certificate holder;

2. Folio number;

3. Postal Address:

4. Contact number:

5. Name of Bank:

6. Bank Branch & full mailing address:

7. Title of Bank Account;

8. Bank Account No. (complete with code):

9. IBAN Number (complete with code):

10. CNIC No. (attach copy) :

11. NTN (in case of corporate entity, attach copy):

It is stated that the above particulars given by me are correct to the best of my knowledge and | shall keep the
Company informed in case of any changes in the said particulars in future.

INDIVIDUAL CERTIFICATE HOLDER(S)

CNIC No.
Signature (copy attached)

CORPORATE ENTITY

NTN No.
Authorized Signatory(ies) (copy attached)

(In case Certificates held in CDC then please inform concerned Participant / CDC Invester Account Services).
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Be aware, Be alert,

Be safe

Learn about investing at
www.jamapuniji.pk

Key features:

E2 Licensed Entities Verification 41 Stock trading simulator
(based on live feed from KSE)

£~ Scam meter®
M Jamapunji games®

EE Knowledge center
Risk profiler”

Tax credit calculator®
- il i M Financial calculator
Wt aapay Verticalion % Subscription to Alerts (event
B Insurance & Investment Checklist notifications, corporate and

regulatory actions)

»? FAQs Answered . N
Ed Jamapuniji application for

maobile device
Online Quizzes

| £] W
5 x Jara PUn is an imestar lamapunjl.pk @jamapunii_pk
: Educabion Inifiative nof
& :!;L Seoriies and Exchangs
“ | Cormmmission of Pakigian "Maobila apps ane also avallabie for gownload Tor ansnid and s devicas

e
SECP

< Annual Report June 30, 2018 >




FOCUSED ON SOLUTIONS

Q PLOT#9, SECTOR 24, KORANGI INDUSTRIAL AREA KARACHI - PAKISTAN
L 111-676-676, +92 21 35146001-2-3 ® www.orientmodaraba.com = info@orientmodaraba.com



