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MISSION STATEMENT

Our mission is to strive for continued excellence in providing quality services to the business community as a
whole, with the ultimate goal to increase the value of certificate holders.

VISION STATEMENT

Our vision is to establish First IBL Modaraba as the benchmark reference for all Islamic Financia
Institutions for the provision of financial services in line with increasing needs of our esteemed
customers and to become the premier financial service organization that provides the highest level of quality
service while remaining innovative and responsive to ever-changing customer demands,

CORPORATE STRATEGY

We, First IBL Modaraba, being a multi purposes Modaraba and an Islamic financial institution, are engaged in
various Shari‘ah compliant products, namely; financing through Ijarah, Murabahah and Musharakah
arrangements and investments in Shari'ah compliant securities.

In order to maintain diversified business activities in different sectors of economy, we do not only focus them
for Corporate and SMEs Sectors but we also facilitate proprietorship and partnership firms and the individuals
in their businesses, which play an effective and important role in the markets,

Keeping in light the present micro and macro economic scenarios in the country, we maintain and apply
cautious and well maintained risk management policies in extending the new business rather we target
the selective/ quality clientele so as to minimize the risk of default in the repayments.




NOTICE OF ANNUAL REVIEW MEETING (ARM)

Notice is hereby given to the certificate holders of First IBL Modaraba (FIBLM) that 18"
Annual Review Meeting [ARM] of certificate holders will be held on Monday November 26, 2018
at 11:00 a.m. at principal office of First IBL Modaraba, 87-Aurangzalb Block, New Garden Town,
Lahore to review the performance of First IBL Modaraba for the year ended June 30, 2018.

The persons entitled to attend the meeting will be those certificate holders whose names are
entered in the register of certificate holders seven (7) days before November 26, 2018.

Company Secretary
November 05, 2018




The Board of Directors of M/s. IBL Modaraba Management (Private) Limited [IBLMM], the Management
Company of First IBL Madaraba [FIBLM], is pleasad to present to the certificate holders the Audited Financials
Statement of First IBL Modaraba for the year ended June 30, 2018 along with Auditors’ Report thereon.

Financial Results:
Summarized results for the year under report are as under:

June 2018 | June 2017
Rs In “000"
Operating income 34,643 31,235
Other income 1,046 16,164
Expenses 35,641 36,190
Management fee -10% 4.783 1,111
Net profit after Tax 43.04 10,007

Review of operations:

During the period under review the management of FIBLM mainly focused on business enhancement and
majorly invested in Ijarah, Musharikah and Murabaha segments. The management put its best efforts to
minimize its operating loss and increase of operational profitability.

The significant increase in major income generating seqments is as follows:

Income Segment Increase
Tarah 30.53%
Musharikah 5.73%
Murabaha 100%

The significant decrease in operating expenses [s as follows:

| IncomeSegment | Decrease |
| Operating expenses [ 11.59% |

In the environment of competition with commercial banks, leasing companies, other giant financial institutions,
political un-certainty due to elections in the country and stock market downfall; the modaraba managed to

maintain its progress. )
The analysis of operating Income as compared with the preceding period is as follows:

FY 2018 | FY 2017
Income Segment Rs. n"000" %

Tjarah 20,231 15499 30.53%
Murabaha 64.466 - 100%
Musharikah 6,707 _ 6,343 5.73%
Investment property 7,495 7495 -
Profit on deposits 14444 1,424 -89.88%
Income from short term investments 3 4.72 -100%
Income from operations 34641 31,233 10.91%




The analysis of operating expenses as compared with the preceding period is as follows:

FY 2018 I FY 2017
Expenses Rs. In"000" %
Operating expenses 21,191 23,970 -11.59%
Other operating expenses 818.43 465.13 75.91%
22,009 24,435 -9.92%

During the financial year 2017-18 the management of modaraba managed to recover Rs. 0.840 million
from unverifiable receivables and the recovery team is putting its best efforts to recover the remaining amount
under this head.

During the reporting period the modaraba further issued modaraba certificate worth Rs. 15 million (other than right
issue), thus as on reporting dateertificate capital stood at Rs.216.875 milllon as compared to Rs.201.875
million in the preceding peried. Further the management is in coordination with various national and

BEematane! ssirshatearldorsiar Mehsranranpamen of madaPha. PR miliion on its available for sale

investments classified under short term investments in the balance sheet. The reason behind the loss was
bearish trend of stock market in the last quarter of the financial year ended June 30, 2018.

As on reporting date the reserves of modaraba stood at Rs.48.385 million as compared to Rs.49.798 milion in
the preceding period.

Attendance of board meetings:

. : No. of meetings Leave of
Sr# Name of director No of meetings attended ahassica
1 Dr. Hasan Sohaib Murad o 04 0
2 | Mr. Shaheen Rashid 6] 04 0
3 Mr. Arslan Khan Khakwani ™ 04 1]
4 | Mr. Naveed Amin oz} 04 0
During FY 2017-18 the numbers of directors were as follows:
| Number of director | Male | Female | Total |
| Number of directors [ ™ | 0 | 04 |
The composition of board of directors’ during FY 2017-18 was as follows:
Sr # Name of director Type
1 Dr. Hasan Sohaib Murad Executive
2 Mr. Shaheen Rashid Nor-Executive
3 Mr. Arslan Khan Khakwani Non-Executive
4 Mr. Naveed Amin Independent

Mr. Shaheed Rashid died on May 15, 2018, and Dr. Hasan Schaib Murad Chief Executive/ Director of IBL
Modaraba Management (Private) Limited died on September 10, 2018.

On October 18, 2018 Securities & Exchange Commission of Pakistan approved appointment of Mr. Shiraz Butt
as new Chief Executive Officer/ Director of IBL Modaraba Management (Private) Limited.




As of date of directors’ report the compaosition of board of director is as follows:

Sr# Name of director Type
1 Mr. Naveed Amin Independent
2 Mr. Shiraz Butt Executive
3 Mr. Arslan Khan Khakwani Non-Executive
ti for six years:

The operating data of modaraba for six (06) years is annexed to this report.

Pattern of certificate holding:
The detalled pattern of certificate holding as at June 30, 2018 as required under the code is annexed to this
report.

There has been no trading in the shares of the modaraba by any of its directors, CEO, CFO, Company Secretary
or their spouses and minar children unless specified in the financial statements,

Stock Market Review:

After experiencing a volatile 2017 in which the Stock market registered a npegative return, the market
participants finally appear to be gaining back their lost confidence as 201B has witnessed a much better
performance and resilience of the market.

This is supported by the recent recovery witnessed in the KSE-100 index which had witnessed a low of 37,919
points on December 19, 2017; since then, it has regained around 15% after rallying more than 6,000 points to
cross the level of 44,000 pts. Foreigners' outflow on account of selling by Frontier Market funds when Pakistan
enterad the MSCI Emerging Market category and political as well as macroeconomic concerns were the chief
determinants which pulled the local bourse southwards last year. However, & number of key positive
developments have taken place lately that have improved the market outlook and that will set the future course
of the stock market going into 2018-19,

Successful passage of the delimitation bill in Senate was a major trigger, which potentially paved the way
for timely General Elections. This has been reinforced further by the successful conclusion of Senate Elections
as well as General Elections.

Furthermore, the impending announcement of tax amnesty scheme, which is expected to widen the tax net
and repatriation of foreign assets held by Pakistanis; could prove to be another respite which should also
improve the confidence of investors in the market.

The much awaited devaluation of Pak Rupee finally materialized, which is expected to draw interest of
foreign investars back towards Pakistan's Stock Market. It is pertinent to note here that after being net sellers
to the tune of around $500 m during 2017, foreigners commenced the new calendar year with a net buy of
about $85 m during the month of January 2018. This is a positive indication that the large scale net selling by
foreigners has subsided and we can expect net buying during this year given the attractive valuations.

The index is trading at a forward P/E of around 8.5x, compared to Asia Pacific regional average of 14.4x, a
discount of around 40%. Ongoing energy and infrastructure development projects worth over $60 bn under the
umbrella of CPEC are also well on track, successful materialization and implementation of which will stimulate
economic activity in the country. This, coupled with improved security situation, strong GDP growth and rabust
corporate profitability shall bode well for our stock market.

The estimates for FY18 also suggest that compared to FY17 all the three sectors remained vibrant. Agriculture
sector on the back of impraved cotton crop and record sugarcane is expected to comfortably surpass its growth




target for FY18. Industrial sector, reflecting a robust domestic demand, is set to achieve a 10-year high growth.
The services sector is estimated to maintain almast its last year growth based on spillover impact of healthy
performance by commodity producing sector. In the same encouraging vein, inflation remained within
manageable and supportive |evels, largely owing to decline in its food component.

The combination of robust economic activity and low inflation had two important implications. First, it boosted
confidence in the economy, which along with affordable cost of financing induced firms to borrow substantially.
In particular, energy, textiles, and cement sectors focused more on capacity expansion to gear up for growing
domestic demand. A healthy rise was also abserved in working capital requirements; while the consumer
finance posted the highest Jul-Mar flow during the last 12-years, driven mainly by a surge in auto and housing
finance. Ample liquidity in the wake of maturity of government securities also supported this credit off-take.
The second impact relates to increased consumption, which along with recovering oil prices, further inflated the
import payments. Higher import bill, despite 10 consecutive months of exports growth and rising workers’
remittances, resulted in record widening of current account deficit: Even higher financial inflows from IFls,
bilateral sources, and issuance of sovereign bonds remained insufficient, Thus, the remaining payment gap fell
on the country’s FX reserves, which fell to only two months of import cover by end-March, 2018. The foreign
exchange market also remained volatile and PKR depreciated by 9.2 percent against the US$ during Jul-Mar
period of FY18. These external sector developments started to impact inflation as well. The pass-through of
rising global oil prices to domestic fuel prices pushed up the energy component of inflation, as the government
passed on its impact to consumers. Similarly, the impact of PKR deprediation started to translate into costly
imports and shoring up of inflationary expectations. On the fiscal side, the healthy growth in revenue could not
keep up pace with a sharp rise in fiscal expenditure in the Q3-FY18. Particularly, the development expenditure
related to infrastructure and power projects increased sharply, with major contribution coming from provinces.
As a result, the fiscal deficit in Q3-FY18 stood higher than corresponding period last year. To finance the fiscal
gap, the government had to rely both on SBP's borrowing and external sources. In particular, the government
barrowings from SBP stood at Rs2.2 trillion in Q3-FY18 — the highest level in a quarter. External debt, owing
both to higher commercial loans and revaluation impact of the PKR depreciation, also rose considerably. In
short, ensuring the continuity of expansion in economic activities and low inflation would depend on containing
of current account and fiscal deficits. As these vulnerabilities are posing challenges to Pakistan’s current growth
cycle, implementation of both short-term and medium term policies would be crucial in this regard. In short-
term, concerted efforts could be made to rationalize fiscal expenditures given the tax relief measures approved
in budget FY18. In the medium term,reforms would be needed to expand tax base besides enhancing efficiency
of the existing system. Simultaneously, there is a need to arrange external financing in the short term. Also,
more policy measures are required to contain the widening trade deficit. For this purpose; It is also crucial to
resolve structural issues affecting exports competiveness.

The real GDP growth is estimated at a 13-year high of 5.8 percent in FY18, along with a benign inflationary
environment. However, deterioration in external balances and high fiscal defidt remains a major source of
concern.

Following are the highlights of the Pakistan Economy for the year 2017-18

»The country’s Gross Domestic Product recorded 13-year highest growth of 5.8 %.

+The agriculture, industrial and service sectors of Pakistan grew by 3.8 percent.

»Economy continued to benefit from growth oriented initiatives, including higher development spending,
low inflation, vigilant monetary policy, and CPEC related investment thus providing impetus for
Economic recovery.

«High and broad based growth in agriculture sector in last 13 years was achieved on the back of
inftiatives such as expansion in credit to agriculture sector, better quality seeds and timely availability
of agriculture inputs.

«Large Scale Manufacturing recorded a growth of 6,13 %, highest in ten years.

« Industrial sector growth improved by 5.80 %, highest in ten years.

« Manufacturing grew by 6.24 percent, highestin 11 years.

«Services sector witnessed a growth of 6.43 percent In last two years.

«Export growth is improving and the extension of the GSP plus status for next two years by the EU is a
positive development. The exports growth during nine months of current year continued unbroken.

«National income remained less than expenditures during FY 2018 when compared with FY 2017 which
resulted increase in Saving-Investment gap.




« Cotton production stood at 11.935 million bales as compared to 10.671 million bales in 2016-17 and
recorded growth of 11.8 percent.

«During 2017-18, rice production reached historically high level of 7,442 thousand tons and recorded an
increase of 8.7 percent over the production of 6,849 thousand tans last year.

«Sugarcane production witnessed another record production season as its production reached to 81.102
gl‘lisnn tons by showing an increase of 7.4 percent over the last year's production of 75.482 million

«Pakistan exports had started increasing as the negative effect has bottoming out.

« Fareign Investment picked up the pace from last year's level, with both direct and portfolio investment
to the gains. Net FDI inflows rose 4.4 percent to 2.1 billion dollars in July-March against 2 hillion
dollars during same period last year.

Low profit rates, stock market crash tough competition with commercial and other giant finandial institutions
which hit the profitability of modaraba sector but despite of this during the reporting period the operating
income of modaraba was significantly improved. The management is taking concrete steps for mare improved
business plan, making internal controls more efficient and implementing more efficient marketing and business
strategies.

The major focus of management was on enhancement of certificate capital. In this regards Rs. 15 million were
added as certificate capital during the period. Further the management is approaching various natioral and
international investors for equity enhancement. Near future it is probable that the modaraba will get positive
response from them.

Auditors: _
The 'present auditors M/s. Horwath Hussain Chaudhury, Chartered Accountants, are due for retirement and
since they have completed their five (05) years as external auditors of the Modaraba, were not eligible
for re appointment. Hence the board has appointed M/s. RSM Avais Hyder Liaquat Nauman & Co, Chartered
Accountant as external auditors of the Modaraba for the period ending June 30, 2019 subject to the approval of
the Registrar Modarabas, SECP Islamabad.

The Board remains thankfu to Securities & Exchange Commission of Pakistan, Registrar Modaraba, State Bank
of Pakistan, and NBFI & Modaraba Association of Pakistan for providing us their usual support and guidance,

The Board appreciates and pay gratitude to the certificate holders and customers for entrusting their

confidence on us and we assure them to maintain adequate internal cantrols, providing personalized
services and maintain an ideal environment of good corporate govemnance in all areas of activities.

Finally, the Board appreciates the dedication and hard work put in by the management and all staff members of
First IBL Modaraba.

For & On behalf of the Board

Shiraz Butt
Chief Executive Officer
October, 26, 2018
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SIX YEAR'S FINANCIAL SUMMARY

BALANCE SHEET
(R in Million)

Year Ended June 30. 2012 2013 2014 2015 2016 2017
CURRENT ASSETS
Cash and bank balances 0.05 352 3035 24.58 20,70 13.91

arah rental recelvables 1.92 032 0.49 0.53 0.99 0.38
Advarices, prepayments & other recelvables 30.10 36.94 3354 13,64 12.34 10.35
Short term investments 217 22.01 777 B7 36. 7.64
Current portion of musharikah receivables 7449 19.37 3.96 16,50 144 42.39
Current portion of murabaha recelvables - 23,00 B.65 22.21 1B8.34 -
Total Current Assets 118.73 105.16) BZ.J‘ﬁl §9.32 102.96] 74.67
NON-CURRENT ASSETS

ong term murabaha recelvables 23,00 = 2184 = = =

ong term musharikah recelvables - E - - - 25.03

ong term advances and deposits 341 3.21 2.71 271 2.71 271
Investment Propes 97.08 92.08 B7.08 82.08 77.08
Fixed assets under fjarah arangements A6 11,68 22.49 31.809 35.69 42.29
Fixed assets under own Use A5 244 1.74 28 0.78 2.57
Intangible assets 73 042 0,09 17 0.08 -
Investment in subsidery 57.31 E ! * = =
Total Non-Current Assets 95.07 114.83 140,95 123.12 121.30 153.68
Total Assets 213.80| 219.98| 223.71 212,44 224.26 228.35
CURRENT LIABILITIES
Creditors, accrued & other liabilities 14.99 12.08 429 3.61 5.20 A9
Short term borrowing - - - - 10.00 15.00
Musharfkah profit payable 43 1.43 A3 1.43 1.43 1.43
Musharikah finance 14.64 12,14 11,20 8.20 4.20 0.70
Current portion of non current liabliities A9 7.87 .02 4.41 5.08B 7.73
Provision for taxation 13 3.8 19 - - -
Undalmed profit distribution 69 7.65 B2 B4l 8.48 937
Total current Liabilities 48.44 44.36 34.94 26.06 35,38 35.72
NON CURRENT LIABILITIES

ong term security deposits 270 1.94 57 10.35 10.05 9,76
Deffered murabaha income - - 41 - - -

2.70 1.94 .98 10.25 10.05 9.76

EQ
Issued, subscribed & paid up capital 201.88 201,88 201,88 201.88 201.88 201.88
Reserves 39.99 43,60 49.06 47.81 46.69 49.79
Revenue Reserve and Unappropriated profit {?9.23i| (71.79) (71.14) (73.56) (69.73) 68,80
Total Eq 162.64 173.68 179.79 176.12 178.84 182.87
Total Equity & Liabilities 213.80 | 219.98 223.71 212.44 224.26 228.35




SIX YEAR'S FINANCIAL SUMMARY
PROFIT & LOSS SUMMARY

(R |7 Millian)

T 2012 | 2013 | 2014 [ 2015 | 2016 | 2017 |

290 332 5.54 10.12 12.72 15.49
4,03 4.03 419 3.66 225 =
0.94 0.00 0.56 65 3.61 6.34
= 4,37 7.50 7.50 7.50 7.50
0.82 0.54 67 .38 54 142
0.09 0.09 .17 95 6.29 048
B.77 12.36 18.61 27.26 33.90 31.23

& 14.54 11.02 4.34 9‘8—5| 10.24

- 1,99 0.00
- 0.66 5.32
0.20 058 L1

0.20 17.77 17.45
8.97 30.13 36.06

1390 1423| 1936| 1949] 2149 2397
5.76 3.97 516 885] 1083| 1175
26.02 - - - - -
76 E = = = =
65 B B = - -
A 161 125 1.52 0.67 047
50.51 | 19.81 | 25.77 | 29.85 | 32.08 | 36.19
- - - - - 09
(4154_)1 1032 1029 507 1083 iLil
- 1.03 1.03 0.59 1.09 11
(a154)| 9.29 9.26 533 9.84 | 10.00




Statement of Compliance with Code of Corporate Governance
For the period ended June 30, 2018

This statement is being presented to comply with the Code of Corporate Governance contained in
Regulation # 5.19, sub regulations # 5.19.24 stipulated in Rule Book of Pakistan Stock Exchange
for the purpose of establishing a framework of good governance, whereby a listed company Is
managed I compliance with the best practices of corporate governarnce.

The company has complied with the requirements of the Regulations in the following manner:

1. The total number of directors are as per the following:

Male | 03 |
Female None

2. The composition of board Is as follows:

Independent Directors
Other Non-executive Director
Executive Directors

3. The directors have confirmed that none of them is serving as a director on more than seven
listed companies, including this company (excluding the listed subsidiaries of listed holding
companies where applicable).

4. The mpany has prepared a Code of Conduct and has ensured that appropriate steps have
bﬁ:nmdtakan to disseminate it throughout the Company along with its supporting policies and
procedures.

5. The Board has developed a vislory mission statement, overall corporate strategy and significant
policies of the Company. A complete record of particulars of significant policies along with the
dates on which they were approved or amended has been maintained.

6. All the powers of the Board have been duly exercised and decisions on relevant matters have
been taken by the Board / shareholders as empowered by the relevant provisions of the Act
and these Regulations.

7. The meetings of the Board were presided over by the Chairman and, in his absence, by a
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 the Board.

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

9. The Board has not yet arranged Directors’ Training program for the directors as some of the
directors had already obtained the relevant training or Is exempt under the regulations.

10. 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.
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11. CFO and CEQ duly endorsed the financial statements before approval of the Board.

12. The Board has formed committees comprising of members given below:

a) Audit Committee:

Mr. Naveed Amin Chairman
Mr. Arslan Khan Khakwani Member
Mr. Shaheen Rashid Member (died on May 2018)
Mr. Muhammed Ilyas Secretary

b) HRand Remuneration Committee:

As on June 30, 2018:
Mr. Shaheen Rashid Chairman (died on May 2018)
Mr, Naveed Amin Member
Mr. Arslan Khan Khakwani Member
As on reporting date:
Mr. Naveed Amin Chairman
Mr. Arslan Khan Khakwani Member
Mr. Shiraz Butt Member

13.Chairman of HR & R committee (Mr. Shaheen Rashid who died on May 15, 2018) was non-
executive director till May 2018. As on reporting date in accordance with the Rule Book of
Pakistan Stock Exchange, Mr. Naveed Amin (Independent Director) is new Chairman of HR & R
committee,

14.The terms of reference of the aforesaid committees have been formed, documented and
advised to the committee for compliance.

15.CEQ and the Chairman of IBL Modaraba Management (Private) Limited, The Management
Company of First IBL Modaraba, was the same person and Chairman was an Executive Director
as on June 30, 2018. As on reporting date, Mr. Shiraz Butt is Chief Executive / Director of IBL
Modaraba Management (Private) Limited and Mr. Arslan Khan Khakwani is Chairman of the
Board.

As on reporting date in compliance to the Rule Book of Pakistan Stock Exchange Chairman and
CEO are two separate persons.

16. The frequency of meetings (quarterly/half yearly and yearly) of the committee was as per
following:

Audit Committee 04
HR and Remuneration Committee 04

17.The Board has set up an effective internal audit function. Mr. Hasnain Shafgat who is
considered suitably qualified and experienced for the purpose and is conversant with the
policies and procedures of the company.

18
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18. The statutory auditors of the Company 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 company 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.

19. The statutory auditors or the persons associated with them have not been appointed to provide
other services except in accordance with the Act, these regulations or any other regulatory
requirement and the auditors have confirmed that they have observed IFAC guidelines in this
regard.

20. We confirm that all other requirements of the Regulations have been complied with.

S/D

Chairman
October 26, 2018




Review Report on the Statement of Compliance contained in Listed
Companies (Code of Corporate Governance) Regulations, 2017

We have reviewed the enclesed Statement of Compliance with the Listed Companies (Code of Corporate
Governance) Regulations, 2017 (the Regulations) prepared by the Board of Directors of First 1BL Modaraba
Management (Private) limited for the year 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 Company. Our
responsibility Is to review whether the Statement of Compliance reflects the status of the Company's compliance
with the provisions of the Regulations and report if it does not and to highlight any non-compliance with the
requirements of the Regulations. A review is limited primarily to inquiries of the Company’s personnel and review
of various documents prepared by the Company to comply with the Regulations

As a part of our audit of the financial statements, we are required to abtain an understanding of the accounting
and internal control systems sufficient to plan the audit and deyelop an effective audit approach. We are not
required to consider whether the Board of Directors' statement on internal control covers all risks and contrals or
to form an opinion on the effectiveness of such |nternal controls, the Company's corporate govemnance
procedures and risks.

The Regulations require the Company to place before the Audit Committee, and upon recommendation of the
Audit Committee, place before the Board of Directors for their review and approval, its related party transactions
and also ensure compliance with the requirements of section 208 of the Companies Act, 2017. We are only
required and have ensured compliance of this requirement to the extent of the approval of the related party
transactions by the Board of Directors upon recommendation of the Audit Committee. We have not carried out
procedures to assess and determine the Company's process for identification of related parties and that whether
the related party transactions were undertaken at arm's length price or not.

Based on our review nothing has come to our attention, which causes us to believe that the Statement of
Compliance does not appropriately reflect the Company's compliance, in all material respects, with the
Regulations as applicable to the Company for the year ended June 30, 2018.

Further, we highlight below instances of non-compliance with the requirements of the Regulations as reflected in
the paragraph reference where these are stated in the Statement of Compliance:

Serial Paragraph
e farance Description
i 13 Chairman of the Human Resource and Remuneration committee is a non-
executive director.
ii 15 Chief Executive Officer and Chalrman of the Modaraba is the same person.

HORWATH HUSSAIN CHAUDHURY 8.CO.
Chartered Accountants
{Engagement Partner: Muhammad Nasir Muneer)

Lahore
Dated: October 26, 2018




AUDITORS' REPORT TO THE CERTIFICATE HOLDERS

We have audited the annexed balance sheet of First IBL Modaraba ("the Modaraba") as at

June 30, 2018 and the related profit and loss account, statement of comprehensive income, cash flow

statement and statement of changes in equity together with the notes forming part thereof (hereinafter

referred to as the financial statements), for the year then ended and we state that we have obtainedall the

information and explanations which, to the best of our knowledge and belief, were necessary for the
purposes of our audit.

These financial statements are the Modaraba Company's (IBL Modaraba Management (Private) Limited)
responsibility who is also responsible to establish and maintain a system of internal control, and prepare and
present the above said statements in conformity with the approved accounting standards as applicable in
Pakistan and the requirements of the Modaraba Companies and Modaraba (Floatation and Cantrol)
Ordinance, 1980 (XXXI of 1980) and the Modaraba Companies and Modaraba Rules, 1981. Our
responsibility is to express an opinion on these statements based on our audit.

We conducted our audit in accordance 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 material misstatement. An audit includes examining on a test basis;
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting policies and significant estimates made by the Modaraba Company, as well as,
evaluating the overall presentation of the financial statements. We believe that our audit provides a
reasonable basis for our opinion and, after due verification, we report that

a) We were unable to verify receivable balances aggregating to Rs. 6.322 million (2017; Rs. 7.163
million) included in “Advances, prepayments and other receivables” and any movement therein
owing to nom-availability of refated records / information / direct confirmation.

b) in our opinion, proper books of accounts have been kept by the Modaraba Company in respect of
the Modaraba as required by the Modaraba Companies and Modaraba (Floatation and Control)
Ordinance, 1980 (XXXI of 1980) and the Modaraba Companies and Modaraba Rules, 1981;

c) in our opinion;

(i the balance sheet and profit and loss account together with the notes thereon have been
drawn up in conformity with the Modaraba Companies and Modaraba (Floatation and
Contral) Ordinance, 1980 (XXXI of 1980) and the Modaraba Companies and Modaraba
Rules, 1981, and are in agreement with the books of accounts and are further in accordance
with the accounting policies consistently applied;

(i)  the expenditure incurred during the year was for the purpose of the Modaraba's business; and

(i)  the business conducted, investments made and the expenditure incurred during the year
were in accordance with the objects, terms and conditions of the Modaraba;

d) in our opinion and to the best of our information and according to the explanations given to us,
except for the possible effects of the matter described in preceding paragraph “a", the balance
sheet, profit and loss account, statement of comprehensive income, cash flow statement and
statement of changes in equity ‘g?“"‘” with the notes forming part thereof conform with approved
accounting standards as applicable in Pakistan, and, give the information required by the Modaraba
Companies and Modaraba (Floatation and Contml) Ordinance, 1980 (XXXI of 1980) and the
Modaraba Companies and Modaraba Rules, 1981, in the manner so required and respectively give a
true and fair view of the state of the Modaraba's affairs as at June 30, 2018 and of the profit,

comprehensive loss, its cash flows and changes in equity for the year then ended; and

In our opinion, Zakat deductible at source under the Zakat and Ushr Ordinance; 1980 (XVIII of
1980), was deducted by the Modaraba and deposited in the Central Zakat Fund established under
Section 7 of that Ordinance.

e

—

LAHORE HORWATH HUSSAIN CHAUDHURY & CO.
Dated: October 26, 2018 Chartered Accountants

(Engagement Partner: Muhammad Nasir Muneer)




SHARI'AH ADVISOR'S REPORT
FOR THE YEAR ENDED June 30, 2018

1 have conducted the Shari'ah review of First IBL Modaraba managed by IBL Modaraba Management
(Pvt.) Ltd. for the year ended June 30, 2018 in accordance with requirement of the Shari'a Compliance
and Shari'ah Audit Mechanism for Modaraba.

I acknowledge and certify that as Sharia Advisor of the Modaraba, the finandial arrangements, contracts
and transactions entered into by the company with its customers, stake holders and participants are in
compliance with the requirements of Sharia rules and principles.

During the review I have verified the following in compliance with Shariah mechanism:

The transactions of Ijarah, Murabaha and Diminishing Musharakah were reviewed on random
selection basis.

Declarations, description of assets, relevant purchase invoices, sequence and order of the
documents and time difference between purchases and declaration where applicable were
reviewed to obviate the possibility of fictitious transactions.

Sharia Compliance Checklists (SCC) of transactions was also reviewed on random basis.

During the year, credit approvals, customer-spedific transaction process flows, text of documents
and security documents were reviewed to ensure Shariah compliance while offering financing
products to the customers.

Random physical inspections and concrete measures were taken to verify the purchase evidences
and invoices of financing transactions, thus further improving the quality of internal controls.
Other related documents and procedures followed by different functional areas were found
proper.

During the year onsite training has been given to the staff,

There is no receipt of charity during the finandal year accordingly no amount was credited into
charity account.

Conclusion

In this context of detailed Shari‘ah review carried by the undersigned for the Year ended June 30, 2018,
transactions during the period executed by FIBLM were found satisfactory as required by Shari'ah Audit
Mechanism.

Dr. Mufti Salman Ahmad Khan
Shariah Advisor

First IBL Modaraba

October 26, 2018




BALANCE SHEET AT JUNE 30, 2018
2018 2017
Note Rupees Rupees
ASSETS
Current Assets
Bank balances 6 23,503,774 13,917,457
Tjarah rentals receivabie 7 439,111 376,363
Advances, prepayments and other recelvabl 8 9,212,560 10,358,870
Shart term investments 9 5,927,680 7,639,596
Shart t2rm musharaka receivables 10 53,857,958 42,878,982
Current portion of fong term musharaka recelvables 1 11,204,478 10,496,836
Murabaha receivable 500,000 -
104,645,761 85,668,104
Non-Current Assets
Long term musharaka receivables 1 1,891,061 18,035,658
Long term advances and deposits 12 2,619,260 2,708,260
Investment property 13 72,083,662 77,083,690
Fixer assets under ifarah arrangements 14 40,132,004 42,287,085
Fixed assets under own use 15 2,850,284 2,566,645
Intangible asset 16 = =
119,576,271 142,682,379
Total Assets 224,222,032 228,350,483
LIABILITIES
Current Liabilities
Creditors, acoued and other liabilities 17 1,044,156 1,489,834
Shaort term borrowing 18 - 15,000,000
Musharaka profit payable 1,430,182 1,430,192
Musharaka finances 700,000 700,000
Current portion of long term security deposits 19 11,114,320 7,728,560
Deferrad murabaha Income 17,600 -
Unpresented profit warrants 10,480,807 9,372,983
24,787,075 35,721,569
Non-Current Liabilities
Long term security deposits 19 10,155,550 9,764,180
Total Liabilities 34,942,625 45,485,749
NET ASSETS 189,279,407 182,864,734
REPRESENTED BY:
Certificate capital 2 216,875,000 201,875,000
Ressrves fal 48,385,700 49,798,523
Accumulated loss (75,981,293) (68,808,789)
Contingencies and commitments = =
189,279,407 162,864,734
The annexed notes from 1 to 40 form an integral part of these financial statements.
__sio _S/p_ _sip_
CHIEF EXECUTIVE DIRECTOR DIRECTOR
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PROFIT AND LOSS ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2018

2018 2017
Note Rupees Rupees
INCOME FROM OPERATION
Income from ljarah 23 20,231,423 15,499,595
Profit on murabaha investment 64,466 =
Profit on musharaka investments 6,707,422 6,343,460
Income from Investment property 7,495,440 7,495,440
Profit on modaraba certificate, term deposit
receipts and bank deposits 144,550 1,424,104
Income from short term investments 24 = 472,844
34,643,301 31,235,443
OTHER INCOME
Reversal of provision against non-performing
musharaka receivables - net 10.2 - 10,246,548
Reversal of musharaka profit held in suspense account - 2,979,037
Balances written back - 540,022
Other income 25 1,046,069 2,398,870
1,046,069 16,164,477
TOTAL INCOME 35,689,370 47,399,920
EXPENSES
Operating expenses 26 (21,191,898) (23,970,954)
Depreciation on assets under ljarah 14 (13,631,214) (11,754,536)
Other operating expenses 27 (818,432) (465,139)
(35,641,544} (36,190,629)
Profit before Tax 47,826 11,209,291
Taxation = (89,647)
Profit before Modaraba Company's Manag Fee 47,826 11,119,644
Modaraba Company's management fee 28 (4,783) (1,111,964)
Net Profit for the Year 43,043 10,007,680
Earnings per Modaraba Certificate - Basic and Diluted 29 0.002 0.495

The annexed niotes from 1 to 40 form-an Intearal part of these financial statements.

. _smp_ _smp_
CHIEF EXECUTIVE DIRECTOR DIRECTOR




STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2018

2018 2017
Rupees Rupees
Net Profit for the Year 43,043 10,007,680
Othier comprehensive incomie
Items that may be reclassified subsequently to profit or loss
Unrealized (loss) / income on available for sale investments (1,421,432} 1,110,715
Items that will not be reclassified subsequently to profit or loss = ¥
Other comprehensive (loss) / income for the year {1,421,432) 1,110,715
Total Comprehensive Loss/Income for the Year Ill3:§|3391 11,118,395
The annexed notes from 1 to 40 form an Integral part of these financial statements,
S/D S/D S/D
CHIEF EXECUTIVE DIRECTOR DIRECTOR




CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2018

Note 2018 2017
Rupees Rupees
CASH FLOW FROM OPERATING ACTIVITIES
Cash Generated from / (Used in) operations 30 27,770,104 (7,519,409}
Income taxes paid (84,199) (118,674)
Net Cash Genrated from / (Used in) Operating Activities 27,685,905 (7,638,083)
CASH FLOW FROM INVESTING ACTIVITIES
Purchase of fixed assets under ijarah arrangerments (14,103,900)| (31,337,100)
Purchase of fixed assets under own use (148,010) (246,550)
Capital work In progress (752,000) (2,233,000)
Proceeds from disposal of fixed assets under own use 46,641 309,103
Proceeds from disposal of assets on terminating [jarahs 2,812,245 13,503,638
Proceeds from disposal of short term investments = 30,000,000
Dividend income received - 127,591
Profit an term deposit receipts and bank deposits 144,550 1,424,104
Net Cash (Used in) / Generated from Investing Activities (12,000,474) 11,547,786
CASH FLOW FROM FINANCING ACTIVITIES
Musharaka finances - 1 | (3,500,000)
Dividends paid (6,099,114) (7,194,664)
Net Cash Used in Financing Activities (6,099,114) (10,694,664)
Net Increase /[ (Decrease) in Cash and Cash Equivalents 9,586,317 (6,784,961)
Cash and cash equivalents at the beginning of the year 13,917,457 20,702,418
Cash and Cash Equivalents at the End of the Year 23.5_03.?74' 13,017,457
The annexed notes from 1 to 40 form an Integral part of these financial statements.
s/D 5/D s/D
CHIEF EXECUTIVE DIRECTOR DIRECTOR
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2018

Rieserves
Unrealized Gain
Particulars w Statutacy 3:.';'.?.5"&':’-?1 Tatal A e | Total Equity
Reserve Sale
In
Riipees

Balance as at June 30, 2016 201,875,000 41,058,348 5,627,524 46,586,272 (69,729,120) 178,832,152
Comprehensive income for the year

Nt profit for the year . . . - 10,007,680 10,007,680 |
Other compretensive income for the year . - 1,110,718 1,110,715 . 1,110,715 |
Total comprehensive income for the year - - 1110715 1,110,745 10,007,680 11,118,395
Transferred to statutory reserve . 2,001,536 - 2,001,536, (2,001.535)

Transactions with owners

Profit distributed for the year ended

une 30, 2016 - - - . (7085813)  (7,085,813)

Balance as at June 30, 2017 201,875,000 43,059,864 6,736,639 49,798,523 (68,606,789) 162,654,734
Comprehensive income for the year

Net proflt for the: year = = - ] 43,043 LER
Other eamprehensive loss for the year - . {1.421,432) (1,421,432) . (l.lLﬂZJ
Total comprehensive loss for the year . . (1,421,432) (1,421,432) 43,043 (1,378,389)
Isguance of Captial Centificates 15,000,000 - - - - 15,000,000
Transferred to statutory reserve: . 8,600 . 8,509 {8,609)
Transactions with owners

Profit distributed for the year ended

June 30, 2017 - . . - (7,206,938)  (7,206,%38)
Balance as at Juna 30, 2018 216,875,000 43,068,493 5,317,207 48,385 700 {75,981,293) 189,379,407
This annisxed nobes Iroim ©to 40 form an integral part of these financial staterants,
___SI>___ _S/o_ _s/o_
CHIEF EXECUTIVE DIRECTOR DIRECTOR




NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENT
FOR THE YEAR ENDED JUNE 30, 2018

Note 1
Legal Status and Nature of Business

First 1BL Modaraba ("the Modaraba") is a multi purpose, perpetual and multi dimensional Modaraba formed under the
Modaraba Companles and Modaraba (Floatation and Control) Ordinance, 1980 and rules framed thereunder, having its
registered office at Room # 1, 87-Aurangzaib Block, New Garden Town, Lahore. The Modaraba s managed by IBL
Modaraba Management (Private) Umited (Modaraba Management Company) incorporated in Pakistan under the
Companies Act, 2017 and registered with the Registrar of Modaraba Companies.

The Modaraba Is listed on Pakistan stock exchange, It commenced its operations on October 19, 1989 and Is currently
engaged in various Islamic modes of financing and operations including ljarah, musharaka and murabaha arrangements.

Note 2
Basis of Preparation

21 Statement of compliance

These financial statements have been prepared in accordance with the accounting and reporting standards as
applicable in Pakistan. The accounting and reporting standards applicable In Pakistan comprise of:

= International Financial Reporting Standards ("IFRSs™) and the Islamic Financial Accounting Standards (IFASs)
as are notified under the provisions of the Companies Act, 2017 and made applicable to Modarabas under the
Modaraba Companies and Modaraba (Fi jon and Control) Ordinance, 1980; and

- The requirements of the Modaraba Companies and Modaraba (Fioatation and Control) Ordinance, 1980, the
Modaraba Companies and Modaraba Rules, 1981; prudential regulations and directives issued by the Securities
and Exchange Commission of Pakistan {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.

2.2 Accounting convention

These financial statements have been prepared under the historical cost convention except for the
measurement of certain fimancial instruments at fair value in accordance with the requirements of 1AS-39
(Financlal Instruments: Recognition and Measurement) and at the overal| contract price In accordance with

IFAS-1 (Murabaha),

2.3 Functional and pr tation currency
These finandal statements are presented in Pak Rupees which Is Modaraba's functional and presentation
currency. All financial Information pr d In Pak Rupees has been ded off to the nearest rupee unless
otherwise stated.

Note 3 )
Use of Estimates and Judgments

The preparation of financial statements In conformity with approved accounting standards requires management to
make judgments, estimates and assumptions that affect application of policies and reported amounts of assets,
fiabilities, income and expenses, These estimates and associated assumptions are based on historical experience and
various other factors that are believed to be reasonable under circumstances, results of which form the basis of making
judgment about carrying amounts of assets and liabilities that are not readily apparent from other sources. Actual
results may differ from these estimates.

These estimates and underlying assumptions are reviewed on an ongolng basis. Revisions to accounting estimates are
recognized in the period in which estimates are revised if the revision affects only that period, or In the period of
revision and future perlods if the revision affects both current and future periods,

Judgments made by the management that have significant effect on the financal statements and estimates with a
significant risk of material adjustment in the next year are as under:




Fixed assets

The Modaraba reviews the useful lives of fixed assets, both under own use and farah arrangements, on regular basis.
Any change in the estimate might affect the carrying amounts of the respective items of fixed assets with a
corresponding effect on the depreciation charge and impairment, if any.

Short term investments

The Modaraba has recarded |ts short term Investments by using quotations from active market. This valuation is
subjective to market price fluctuation and therefore, cannat be determined with precision.

Ijarah rentals, musharaka and murabaha investments

ljarah rentals, musharaka receivables and murabaha investments are stated net of provision, where applicable.
Provision Is recogrilsed for ljarah rentals recelvable, musharaka receivables and murabaha Investment in accordance

with the prudential regulations for the Modarabas (ssued by the Securities and Exchange Commission of Pakistan
(SECP), Bad and doubtful recelvables are written-off when Identified.

Note 4
Changes in Accounting Standards, Interpretations and Pronouncements
4.1 Standards, interpretations and d  to app d accounting lards which L
effective during the year

IAS 7, "Statement of Cash Flows" has Introduced an additional disclosure that will enable users of financial
statements to evaluate changes in liabilities arising from financing activities.

4.2 Standards, Interpretation and d ts to app d accounting standards that are not yet
effective
The following standards, amendments and interpretations with respect to the approved accounting standards
as applicable in Pakistan and relevant to the Modaraba, would be effective from the dates mentioned below
against the respective standard or interpretation;

Standard or Interpretation Effective Date
(Period beginning on or after)

IFRIC 22 Foreign Currency Transactions and Advance Consideration January 1, 2018

IFRS 9 Finandial Instruments: Classification and Measurement July 1, 2018

IFRS 15 Revenue from Contracts with Customers July 1, 2018

IFRS 16 Leases January 1, 2019

1AS 23 Borrowling costs January 1, 2019

The Modaraba expects that such improvements to the standards will not have any material impact on the
Modaraba's financial statements in the periad of initial application; except for IFRS 9.

In addition to the above standards and amendments, improvements to various accounting standards have also
been jssued by the 1ASB. Such improvements are generally effective for accounting periods beginning on or
after 01 January 2019,

Further, following new standards have been issued by IASB which are yet to bie notified by the SECP for the
purpose of applicability In Pakistan,

Effective Date
(Period beginning on ar after)
-IFRS 14 ‘Regulatory Deferral Accounts' January 1, 2016
-IFRS 17 ‘Insurance Contracts " January 1, 2021
The Modaraba expects that such impr Is to the dards will not have any material impact on the

Modaraba's financial statements.

Note5
Summary of Significant Accounting Policies

The significant accounting policies adopted In the preparation of these financial statements are set out below. These
policies have been consistently applied to all periods presented, unless stated otherwlse.
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5.1 Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purpose of cash flow statement,
cash and cash equivalents consist of cash In hand and balances with banks,

5.2 Murabaha investment

Murabaha irivestments are stated net of provision against potential murabaha losses. Provision is recognized in
accordance with prudential regulations for Modarabas fssued by the SECP or on the estimate of management,
whichever is higher. Bad debts are written off when identified. Murabaha recelvables are recorded by the
Modaraba at jnvoiced amount and disciosed as such in thee balance sheet.

Purchases and sales under murabaha and the resultant profit are accounted for on the culmination of
murabaha transaction. However, the profit on that portion of sales revenue not due for payment is deferred
and shown In the balance sheet as liability,

5.3 Financial assets

Financial assets are classified into financial assets at fair value through profit or loss; loans and receivable; held:
to-maturity Investments and / or avallable-for-sale financial assets. 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 costs. 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-and.

5.3.1 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, Gains or losses on jnvestments held for trading are recognised in the profit and loss account.

5.3.2 Held-to-maturity
Non-derivatives financial assets with fixed or ¢ payments and fixed y 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 dassification. 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 markup rate method, of a difference between the initially
recognised amount and the maturity amount. This calculation Includes all fees and charges pald or recelved
between parties to the contract that are an integral part of the effective markup rate, transaction cost and all
other premiums and discounts. For Investments carriedt at amortizerd cost, gains and losses are recognized n
the profit and loss account and then the investments are derecognized or impaired, as well as, through the
amortization process,
5.3.3 Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted In an active market, These are included In current assets, except for maturities greater than twelve
manths after the reporting date, which are classified as non-current assets, Loans and receivables comprise
loans, deposits and other receivables in the balance sheet.

534 Available-for-sale
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 meastred at fair value with gains and losses belng recognized as a separate component of
equity until the investments are derecognized or determined to be impaired at which time the cumulative gain
or loss previousty reported in equity Is included n the profit and loss account.

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 reporting date. For investments where there Is no
-active market, value ks determined using valuation techniques.

5.4 Financial liabilities

Financial liabifities are classified according to the substance of the contractual amangements entered into.
Significant financial liabilities are secured deposits against ljarah (lease) assets, musharaka payable and other
liabifities.
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5.5 Recognition and derecognition of financial instruments

Al financlal assets and liabilities are recognized at the time when the Modaraba becomes a party to the
contractual provisions of the instrument and are derecognized: in the case of asset, wher the contractual rights
under the instrument are derecognized, expired or surrendered: and In case of liability, when the abligation is
discharged, cancelled or expired.

Any gain / (loss) on the recognition and derecognition of financial assets and liabilities is included in the profit /
(lass) 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 are not financial instruments of the Modaraba.

5.6 Offsetting of financial assets and financial liabilities

Financlal assets and liabllities are offset and the net amount is reported In the balance sheet when there s a
legally enforceable right to set-off the recognized amounts and the Modaraba intends to either settie on a net
basis, or to recognize the asset and settle the |lability simultanesusly.

5.7 Musharaka investment

Musharaka Investments are stated net of provision, Provision Is recognized in accordance with prudential
regulations for Modarabas issued by the SECP or an the estimate of management, whichever is higher. Bad
debts are written off when identified.

5.8 Fixed assets
Assets given to customers under ijarah arrangements

Assets given to customers under ljarah arrangements are accounted for as operating lease and are stated at
cost less accumuiated depreciation and impairment loss, i any. Assets under ijarah arrangements are
depreciated usirig the straight line basis over the shorter of lfarah term or asset’s useful life. In respect of
additions and transfer during the year, depreciation is charged proportionately over the period of ijarah.

Assets jn own use - Tangible

Tangible fixed assets are stated at cost less accumulated depreciation and impairment loss, if any, Cost in
relation to assets comprises acquisition and other directly attributable costs. Subsequent costs are included in
assets' camrying amounts when it Is probable that future economic benefits assodiated with the item will fiow to
the Modaraba and the cost of the item can be measured reliably. Carrying amount of parts so replaced, If any,
Is derecognized. All other repairs and maintenance are charged to profit and loss account as and when
incurred. Gains / losses on disposals are carried to the profit and loss account In the year of disposal.

Depreciation is charged to profit and loss account using the straight line method at the rates as specified in
note 15 to these financial statements so as to write off the cost of assets over their estimated useful lives
without taking irito account any residual value. Depreciation on additions to the tangible fixed assets is charged
from the month In which an asset [s available for use while no depreciation is charged for the month in which
the asset |s disposed off,

Assets in own use - Intangible

Expenditure incurmed on intanglble asset is capitalized and stated at cost less accumulated amortization and
any Identified impairment loss. Intanglble assets are amartized on stralght line basis over a period of three
years,

5.9 Investment property

Praperty rot held for own se or for sale In the ordinary course of business is dassified as investment property.
The Modaraba values its investment property, which is held to eam rentals and / or for capital appreciation
‘purposes, using the cost madel |.e. at cost less any accumulated depreciation and any dentified impairment
leess,

Depreciation on investment property is charged to income on stralght-ine method over Its estimated usefi Iife
at the rates specified |n note 13 to the financial statements. Depreciation on additions to investment property Is
charged from the month in which a property is available for use while no depreciation Is charged for the month
in which the property is dispased off.
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Creditors and other liabilities

Creditors and other fiabilities are measured at cost which is the fair value of the consideration to be paid In
future for goods and services recelved whether billed to the Modaraba or nat.

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 outflaw of resources embodying economic benefits would be required to settle
the obligation and a reliable estimate of the amount can be made. Provisions are reviewed at each the
reporting date and adjusted to reflect the current best estimates.

The recognized as ‘@ provision is the best esti of the eonsids 1 required to settle the present
obligation at the reporting date, taking into account the risks and uncertainties surrounding the obligation.
Future operating losses are not provided for.

Revenue recognition

Tjarah rentals are recognized as income on accrual basis, as and when the rental becomes due over the |éase
period.

Prafit on murabiaha Investment is recognized on pro-rata acorual basis, calculated on number of days for which
funds are utilized,

Return on deposits with bank is recognized on accrual basis,

Profit on Investment under musharaka arrangements Is recognized on accrual basis and additional profit, if any,
Is recognized on declaration by the Investee company in accordance with terms of issue,

Dividend income is recognized when the right to receive dividends is established.
Income from fee and commission s recognized as and when it becomes due.

Taxation

Under the current tax faw, the income of & non-trading Modaraba is exempt from Income tax provided that the
Modaraba distributes ninety percent (90%:) of its profits for the year, as cash dividend to the certificate holders,
after appropriating statutory reserves, Where such profit is not distributed, provision for tax is made an taxable
Income at the current tax rates applicable to the Modaraba after taking into account available tax exemptions:
and tax credits, if any.

Proposed profit distribution to certificate holder

Profit distribution to certificate holders Is recognized as a liability in the period in which such distributions are
approved by the Board of Directors of the Management Company.

Related party transactions

Transactions involving related parties arising in the normal course of business are conducted at arm's length or
the same terms and conditions as are applicable to third party transactions or otherwise as approved by the
Board of Directors.

Impairment

Carrying amounts of the Modaraba's assets are reviewed at each the reporting date to determine whether
there is any indication of impairment. 1f such an  indication exists, the recoverable amount of such asset is
estimated and Impairment loss |s recognized In the profit and loss account. Where an Impairment Joss
subsequently reverses, the camrying amount of the asset is increased to the revised recoverable amount but
limited to the extent GF the initial cost of the asset. A reversal of the Impairment loss is recognized as Joss In
the profit and |oss account,

Segment reporting

Operating segments are reported in @ manner consistent with the intermal reporting provided to the Chief
Operating Decision Maker (the Chief Executive Officer of the Modaraba). Segment results, assets and liabilities
include |tems directly attributable to a segment. Segment capital expenditure s the total cost Incurred during
the year to acquire fixed assets and intangible assets,
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Note & Note 2018 2017

Bank Balances Rupees Rupees

Prafit bearing bank account 21,372,393 11,166,494

Non profit bearing bank accounts 2,131 381 2,750,963

23!503'!??1 13;91?!45

Note 7

Ijarah Rentals Receivable

Considered good 439,111 376,363

Considered doubtful 72 8,902,560 8,855,077
9,341,671 9,231,440

Provision against doubtful fjarah rentals (8,202,560) (8,855,077)

439,111 376,363

7.1 These represent rentals receivable against assets given Under Tarah arrangements,

7.2 Movement in provision against doubtful fjarah rentals is as follows:

Opening balance 8,855,077 9,525,449
Addition during the year l 214,063 787,175
Reversed during the year (166,580 (406,829
231 47,483 380,346
ljarah balances written off - (1,050,718)
Closing balance 3!902!560 55355!0??
Note 8
Advances, Prepayments and Other Receivables
Advance income tax 1,121,457 1,037,257
Advance to emplayees (Unsecured -considered good) 587,651 648,066
Prepayments 440,066 596,404
2,159,174 2,281,727
Accrued profit on musharaka receivable:
- Profit receivable 11,209,724 “ 11,437,648
- Less: Profit held in suspense account 1.2 (10,600,386) (10,523,063)
609,338 914,585
Accrued profit on murabaha recelvable 11,666 -
Other receivables 6,432,382 7,162,558
9,212,560 10,358,870
Note 9
Short Term Investments
Investments In listed equity securities are classified as:
- Available for sale 9.1 5,317,249 6,738,681
- At fair value through profit or loss 9.2 610,631 900,915
5,927,880 7,639,596

9.1 Available for sale
2018 2017 Name of entity
No, of shares / certificates
Holdings are in ordinary
lSlﬁEE 13,162 The Searle Company Limitad 5,317,149 5:738"531
9,2 At fair value through profit or loss
Holdings are in ordinary

219 200 18L Health Care 17,570 24,400

200 200 Attock Refinery Limited 43,062 76,516

100,000 100,000  First Punjab Modarabia 550,000 800,000

100,418 100,400 610,632 900,916
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Note 10 Note 2018 2017

Short Term Musharaka Receivables Rupees Rupees
Short term musharaka receivables 10.1 53,857,958 42,678,962

10.1 This represents musharaka finance provided to customers for business activities for a maximum period of one
years. The provisional rate of profit on these finances ranges from 12% to 15% (2017: 10.5% to 18.48%) per
annum and secured by way of hypothecation of goods, book debts and equitable mortgage of property, These
charges have not been registered.

Note 11
Long Term Musharaka Receivables

Considered good 13,095,539 28,532,534
Considered doubtful 5,093,571 6,093,871
11.1 19,189,510 34,626,505
Provision against classified portfolio 1.2 (6,093,371) (6,093,971)
Less: Currant portion (11,204,478) _ (10,496,836)

1,891,061 18,035,658

11.1 This represents musharaka finance provided to customers far business activities for a maximum period of five
years. The provisional rate of profit on these finances ranges from 12% to 15% (2017: 10,5% to 18.48%) per
annum and secured by way of hypothecation of goods, book debts and equitable mortgage of property. These
charges have not been reglstered,

11.2 This represents provision made against overdue principal amount of musharaka finance on time based criteria
In terms of the requirement of the prudential regulations applicable to the Medaraba. Accrued profit of Rs.
10,600,386 (2017: Rs, 10,523,063) is held in suspense account (Refer to note 8). Movement In provision

against classified portfolio is as follows:

Opening balance 5,093,871 16,340,519

Recognized during the year - -

Reversed during the year 11.2.1 - ’ (10,246,548
= (10,246 548)

Closing balance siogsim &) 093‘9?1

11.2.1 This represents reversal of provision against outstanding principal after cash recovery from different parties.

Note 12

Long Term Advances and Deposits

Advances 1,500,000 1,500,000

Depasits 1,116,260 1,209,260
2619260 2709260

Note 13

Investment Property

Cost

Opening balance 13.1 [ 100,000,465 [ mc,'mn.qsﬂ

Additions during the year - i

Closing balance 100,000,465 100,000,465

Accumulated Depreciation

Opening balance \ (22,916,775) u (17,916,752)

Charged during the year 132826 (5,000,028) (5,000,023)

Closing balance (27,916,803) (22,916,775)

72,083,662 77,083,690




13.1 This represents fifth fioor of the Library Building situated at C-11, Johar Town, Lahore, This fioor measures
13,370 square feet,

13.2 The Modaraba depreciates [nvestment property on straight line basls (@ 5% per annum.

13.3 The fair value of investment property as at June 30, 2018 was estimated to be Rs. 102.769 million (2017: Rs.
102.769 million), This mangement estimate was based an the lstest valuation carried on June 30, 2017 by an
Independent valuer,

13.4 The forced sale value of investment property as at June 30, 2018 was estimated to be Rs. 87.354 million
{2017: Rs. 87.354 million). This management estimate was based on the latest valuation carreled on June 30,
2017 by an independent valuer.

Note 14

Fixed Assets under Ijarah Arrangements

Description mh:: Vehicles Eq:lm and Totat
Rupess == Fupess Ripes

Year Ended June 30, 2018

Cost

Balance as at July 01, 2017 22,975,853 44,511,013 603,825 85,090,711
Additions 55,400 14,048,500 - 14,103,900
Disposas - {3,524,000) . (3,524,000)
Bafance as at Jutie 30, 2018 23,031,253 55,035,533 603,825 78,670,611
Accumulated depreciation

Balance as at July 01, 2017 7,572,025 17,697,157 534,444 25,803,626
Charge for the year 5,241,680 7,389,534 = 13,631,214
Disposals - (896,233) 5 (896,233)
Balance as at June 30, 2018 13,813,705 24,190,458 534444 36,536,607
Total as at June 30, 2018 9,217,548 30,845,075 ﬂﬂ w!uﬁm
Year Ended June 30, 2017

Cost

Balance as at-July 01, 2016 16,155,813 43,747,533 603,825 60,507,171
Additions 12,721,600 18,615,500 - 31,337,100
Dispbsals (5,901,560) (17,852;000) - (23,753,560)
galance as at June 30, 2017 22,975,853 51,053 603,825 55,090,711
Accumylated depreciation

Balance 2 at July 01, 2016 8,016,771 16312130 534,494 24,863,345
Charge for the yesr 4,266,338 7,488,198 5 11,754,536
Disposals [4,711,084) (6,103,171) - (10,614,255)
Balance as at June 30, 2017 7,572,005 17,687,157 534,494 25,803,626
Total as at June 30, 2017 15, 828 B 76 69,381 42,287,085
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14.1 General description of significant ijarah arrangements (IFAS-2)
This represents larah arrangements made by the Modaraba at profit rates ranging from 10,0095 to 17,00% (2017: 10.00% to

17.00% ) per-annum. Thess

promissory nates executed by Mustajir and other collaterals.

are secured against assets under fjarah, persanal / corporate guarantees, demand

14.2 Agagregate amount of future ljarah rentals recedvable on the basis of arah arrangements executed upto the reporting date am as
follovs:

Hote 2018 2017
Aupess Rupess
Mot later than one year 8,222,828 28,861,240
Later than one year but not iater than five years 4,273 683 10,739,185
15,%511 39&.‘475
Note 15
Fixed Assets under Own Use
Operating fixed asssts 151 2,250,284 333,846
Capital work In progress - Advance for purchase of vehice 600,000 2,233,000
2,850,284 2,566,646
15.1 Operating fixed assets
Furniture Office Computers and
L ' and Fittings Vehicks Equipment  Accessories ors
Rupe=s Rupees Rupess Rupess Rupess Rupees
Year Ended June 30, 2018
Cost
Balance as at July 01, 2057 1,987,400 4,763,295 358,700 1,400,017 2,585,138 11,094,550
Additions - . 2,461,020 44,500 27,480 2,533,000
Dispasals - - (253, 700) (15,000) = (268,700)
Balance as at June 30, 2018 1987400 4,763,285  2566,020  1.428,517 2,612,608 13,358,860
Accumulated depreciation
Balance as at July 01, 2017 1,972,286 4644410 3340200 1,778,665 2,530,623 10,760,904
Charge for the year 15,114 35,040 492,284 42,348 31,585 616,371
Disposals a L (253,699) (15,000) - (268,699)
Balance as at Jurie 30, 2018 1,987,400 4,679,450 573,505 1,306,013 2562,208 11,108,578
Total as at June 30, 2018 T 83,845 1,992,515 123,504 420 250,
Year Ended June 30, 2017
Cost:
Balance as at July 01, 2016 1,987,400 4,639,595 1,904,210 1,344,867 2,517,438 12,393,510
Additions - 123,700 - 55,150 67,700 246,550
Disposals . - (1,545,510) - . (1,545,510)
Balance as at June 30, 2017 1,987,400 4,763,295 358,700 1,400,017 2,585,138 11,094,550
Acruniilated depreciation
Balance as at July 01, 2016 1,953,110 4,615,557 1,324,624 1,214,459 2,505,718 11,613,478
Charge for the year 18,176 28,853 321,880 64,156 24,805 461,110
Dispasals - - (1,313,684) - - (1,313,684)
Balance as st June 30, 2017 1,072286 4,644,410 334,920 1,278,665 2,530,623 10,760,904
Total as at June 30, 2017 15114 118,885 23,780 121,352 54,515 333,646
Depreciation rates 20% 20% 20% 20% 33.33%

15.2 These contain fully deprecisted assets of Rs. 10,257,654 (2017: Rs. 10,244,640) that are st in use by the Madaraba.
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Note 16 Note 2018 2017

Intangible Asset Rupess Rupees
Carrying value of intangible - computer software 16,1 - -
16,1 Net Carrying Value
Net carrying value - opening balance - 83,338
Additions during the year s =
- 83,338
Amortization during the year - (83,338)
16.2 Gross Carrying Value
Cost 1,250,000 1,250,000
Accumufated amortization (1,250,000} {1,250,000)
Net book value = =
Note 17 )
Creditors, Accrued and Other Liabilities
Accrued expenses 279,448 307,362
Payable to the Modaraba Management Company 4783 711,964
Other liabilities 759,925 470,508
1,044,156 1,489,834
Note 18 -
Short Term Borrowing

This represented short term borrowing received from a director. Duting the current year, fully paid certificates have
been issued against these payables.

Note 19
Long Term Security Deposits
Security depasit - Tjarah 21,269,870 17,492,740
Less: Current portion (11,114,320) (7,728,560)
10,155,550 9,764,180
Note 20
Certificate Capital
2018 2017
MNumber of certificates
Authorized:
50,000,000 EGEODCI!IJDG Modaraba Certificates of Rs. 10 each 500,000,000 SGD!DDD!DOU
Issued, subscribed and paid-up:
2018 2017
Number of certificates
20,000,000 18,500,000 Modaraba Certificates of Rs. 10 each 200,000,000 185,000,000
Issued as fully paid In cash
1,687,500 1,687,500 Modaraba Certificates of Rs, 10 each 16,875,000 16,875,000
tssued as fully paid bonus certificate
21687500 _ 20,187,500 216875000 __201,875000
20,1 During the current year 1,500,000 modaraba certificates of Rs 10 each, have been issued to a Director (refers
to note 17).
20.2 Reconciliation of the number of certificates outstanding as at the beginning and at the end of the year [s as
under:
Opening balance of certificates 20,187,500 20,187,500
Certificates issued during the year 1,500,000 -
Closing balance of certificates 21,687,500 20,187,500
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Note 2018 2017
Rupees upees
20,3 (Certificates of the Modaraba held by associates | related parties are as under: L

2,030,905 2,030,905 1BL Modaraba Management (Pvt.) Limited 20,309,050 20,309,050
3,070,000 3,070,000 LUniversity of Management and Technology 30,700,000 30,700,000

3,015,820 1,515,820 Director 30,158,200 15,158,200
8,116,725 6,616,725 81,167,250 66,167,250
Note 21
Reserves
Statutory reserve 211 43,068,493 43,059,884
ur gain on ey ion of available for sale investments 5,317,207 6,738,639

48,385,700 49,798,523
21,1 Statutory resenve represents profits set-aside in compliance with the requirements of prudential regulations for
Modarabas issued by the SECP, These regulations require the Modaraba to transfer at least 20% after tax
profit, if any, up to @ maximum of 50%, in the statutory reserves until the reserve equals 100% of the paid up
capital. Thereafter, a sum not less than 5% of the after tax profit is to be transferred into the statutory reserve
each year. During the year, an amount of Rs. 8,609 (2017: Rs, 2,001,536) has been transferred from profit for
the year to statutory reserve with the approval of the Board of Directors of the Management Company.

Note 22
Contingencies and Commitments
There were no material contingendies and commitments outstanding as at the reporting date (20172 Nil).
Note 23
Income from Ijarah
Income from [farah rental 20,278,906 15,879,991
Tiarah Income suspended - net 7.28231 (47,483) (380,346)
—20.231.4923 __ 15499.505
23,1 This represents ijarah income suspended in accordance with the prudential regulations applicable to the
Modaraba.
Note 24
Income from Short Term Investments
Dividend income - 127,591
Dividend income at fair value through profit or loss - 345,253
- 472,844
Note 25
Other Income
Documentation charges 191,968 190,073
Gain on termination of fjarah armangements 184,478 564,333
Gain on disposal of fixed assets under own use 46,641 77,279
Miscellaneous 622982 1567185
— 1046069 2398870
Note 26
Operating Expenses
Salaries, allowances and other benefits 26.1 9,796,718 10,200,648
Communication expenses 232,946 265,921
Traveliing and conveyance 26.2 891,737 1,217,765
Postage and stamps 137,572 98,870
Advertisement 61,900 56,240
Legal and professional charges 1,429,788 3,787,547
Rent, rates and taxes 900,232 860,338
Fees and subscription 883,960 752,130
Repairs and maintenance 313,425 209413
Utilities 269,616 259,097
Insurance 204,371 198,428
Stationery, printing and other expenses 259,747 287,378
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Note 2018 2017
Rupees Rupees
Depreciation / amortization:
= Investment property 13 5,000,028 5,000,023
- Owned - tangible 15 616,371 461,110
- Intangible assets 16 - B3,338
Entertainment 113,351 118,665
Bank charges 8,388 7,706
Office supplies 71,748 106,337
— 21191698 23970954
26.1 Remuneration of Officers
Salaries and other benefits include remunaration of officers:
Remuneration 4,282,787 6,709,574
Employer's cantribution to provident fund 221,280 381,300
— 4504067 7.090.874
Number of persans 4 4
26.2 Officers include Chief Operating Officer (COO0), Chief Financial Officer (CFD), Head of Internal Auditor and
Company Secretary,
26,3 (0O and CFO are also provided with Modaraba owned and maintained vehicles.
Note 27
Other Operating Expenses
Auditors' remuneration Fr 450,825 447 525
Provision on musharaka profit receivable 77353 2
Default surcharge on withholding tax - 17,614
Unrealized loss on re nt of inve
at fair value through profit or loss 290,284 =
818,432 465,139
27,1 Auditors' remuneration e —_—
Audit fee 275,000 275,000
Review of half yearly financial statements and other certifications 158,125 157,525
Out of pocket expenses 17,700 15,000
450,825 447,525
Note 28
Modaraba Company's Management Fee
In accordance with Section 18 of the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980,
management fee @ 10% of annual profits is pald to the Modaraba Management Company,
Note 29
Eamnings per Modaraba Certificate - Basic and Diluted
The calculation of the basic earnings per modaraba certificate is based on the following data:
Net profit for the year (Rupees) 43,043 10,007,680
Weighted average number of modaraba certificates outstanding (Numbers) 20,687,500 20,187,500
Earnings per certificate - basic (Rupees) 0.002 0.496
29.1 Basic earnings per modaraba certificate have been computed by dividing profit for the year as stated above
with weighted average number of Modaraba certificates.
29.2 There is no dilutive effect on the basic earnings per modaraba certificate.
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Note 30 Note 2018 2017

Cash i from Op i Rupees Rupees
Net profit for the Year 43,043 10,007,680
Adjustment for:
- Depreciation on fixed assets under own use 616,371 461,110
- Depreciation on investment property 5,000,028 5,000,023
- Depreciation on fixed assets under fjarah arrangements 13,631,214 11,754,536
- Amartization on intangible asset - 83,338
- Balances written back - {540,022)
- Gain on dispasal of fixed assets under own use (46,641) (77,279)
- Reversal of provision against non-perfarming musharaka receivables - net = (10,246,548)
- Reversal of musharaka profit held in suspense account 77,323 (2,979,037)
- Revaliation loss | (gain) on investment at fair value through profit or loss 250,284 (345,253)
- Galn on termination of fjarah arrangements (184,478) (564,333)
- Profit on term depasit recelpts and bank deposits (144,550) (1,424,104)
- Dlvidend income = {127,591}
19,239,551 994,840
Operating profit before working capital changes 19,282,594 11,002,520
Decrease [ (Increase) In operating assets:
- Advances, prepayments and other receivables 1,170,787 5,077,012
- ljarah rentals receivable (62,748) 512,459
- Long term musharaka receivables 15,436,995 (46,754,073)
= Short term musharaka receivables (10,978,976) ]
- Long term murabaha receivable (S00,000) 18,340,882
- Long term laans and deposits 90,000 -
Increase f (Decrease) in operating liabilities:
- Long term security deposits 3,777,130 2,367,262
~Short term borrowings = 5,000,000
- Craditors, accrued and other llabiiities (445,678) (3,165,471)
Net changes in working capital 8,487,510 (18,521,929)
Cash Generated from / (Used in) Operations 27,770,104 (7,519,409)

30.1 Liabilities arising from financing activities

[ o] e [

Rupees
Short term borrowing 15,000,000 (15,000,000) - -
Total liabilities from financing activities 15,000,000 (15,000,000) = 3




Note 31
Maturity of Assets and Lisbilities:

Assets

Bank balances

Ijarsh rentals recsivabils

Advances; prispayments and othar reclvatiles
Short lenm vestments

Mushanka recaivables

Murabahi receivabie

Long Teem odvances and depanils
Investrmienit property

Finad assits

Total Assets < Juns 30, 2018
Lisbilities

Croditors, aucruind ane ather lablities
Unpresented proft warrants.

Total Uabllities - June 30, 2018

Net Assets - June 30, 2018

Uptoone | One month to | Three months | One yenr to five | Five years and Yotsl
month three months | to ane year yoars above

Rupess Fupess Rupess Fipesy Rupees Rugiess
23,503,774 = - - 29,503,774
43,111 - - 439,111
621,004 = 8,531,556 - = 8,212,560
BH,ETL - 5317243 = : 5,977,880
25,847,108 B77L94 30,443,362 1,401,061 6,063,497
S E 500,000 - - 500,000
- - = 2,619,260 - 7,619,260
w.,s_sg 1,250,007 3388 20,000,112 47,083 522 71083 662
8,720,678 915 6,666,505 77,554,190 . 42,962,288
60,158,975 10,022 B5E 54,852,044 52,104,624 7,083,502 222033
A8 217,802 546,906 - - 1,044,195
10,480,807 - - - - 10,480,607
1430192 2 = 3 1,430,102
700,000 . - 700,000
. - 17,600 - - 17,600
111550 560 554,750 S50 - 21,369,170 |
23,450,007 217,802 119,266 10.155.550 3992625

36,708,968

B,B0E.068

53.735.778

A41.545.00

A47.003,522

189,279,407

03, ;

Total Assets - June 30, 2017 20,964,533 870,967 79,553,023 54,267,130 73,239,530 28,350,483
Total Uabilities - June 30, 2017 15,945,048 1,130,559 15,645,962 9764100 45,485,745
Net Assets - June 30, 2017 1,510,485 259,50 63877,061 44,500,950 4,840 1 T4
2018 2017
Rimpess Rupees:
Raprasanted by
Canficate capsal 216,875,000 201,875,000
Resorves 46,385,700 49,798,523
Accumlbtes lous (75,501,293} (88,508,785)
T 2 e
Note 32
Segment Analysis
32.1 Geographical segments
The Modaraba's assets are employed and its income is derived (n Pakistan,
32.2 Business segments
Murabaha receivable and profit on murabaha receivable
2018 2017
Rupees Rupees %o
Construction 500,000 100.00 - =
Musharaka receivable and profit on musharaka receivable
Media advertising 22,177,370 33.12 37,736,695 52.84
Construction 2,643,133 3495 27,811,734 3895
Education 6,179,507 9.20 - -
Individuals 35,953,488 53.70 5,863,086 821
66,953,498 99.97 71,411,515 100.00
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Ijarah receivable

Medical and pharmacedticals = % 67,483 18.00
Medla advertising + - 4,200 1.00
Individuals 401,346 91.40 138,750 37.00
QOthers 37,765 B.60 165,930 44.00
439,111 100.00 376,363 100.00
Investment in ijarah under (IFAS-2)
Individuals 23,025,727 57.40 21,118,131 49.90
Medical and pharmaceuticals 1,439,752 3.60 1,484,196 3.50
Media advertising 7,870,517 19,60 13,827,979 32.70
Leasing 283,906 0.70 283,906 0.70
Hatel 120,000 030 120,000 0.30
Engineering 60,000 0.10 60,000 0.10
Others 7,332,102 18.30 5,392,873 12.80
'II'J!IBE§ 100.00 41;287!033 100.00.
Note 33

Balances and Transactions with Related Parties

33.1 In accordance with Section 18 of the Modaraba Companies and Modaraba (Fioatation and Control) Ordinance,
1980, management fee @ 109% of annual profits is paid to the Modaraba Management Company.

33.2 Related partis comprise the Management Company, major certificate holders of the Modaraba and their dose
family members, directors of the management company and their dose family bers, key mar
personnel of the Management Company and their close family members and entities with cumnm dlm:tnrs or
under comman management.

33.3 Details of transactions with related parties and balances outstanding with them as at the reparting date-are as

follows:
Transactions during the year 2018 2017
Rupees Rupees
Related party Relationship Nature of Transaction
IBL Modaraba Manag it Management fee accrued during the year 217,802 1,111,964
Management (Private) Company
Limited Management fee paid during the year 711,964 1,493,303
University of Holds 14.16% Rent of library building received 7,495,440 7,495,440
Management and of the paid up
Technology certificates of Dividend paid during the year 1,095,930 1,077,570
Modaraba
IBL Modaraba Holds 9.36% Dividend pald during the year 725,033 712,848
Management (Pvt.) of the paid up
Limited certificates of
Modaraba
Dividend paid during the year 541,148 532,053
Diract Direct Short term borrowing obtained - 5,000,000
Short term borrowing converted 15,000,000 -
to certificate capital
Outstanding Balance at the year end
Short term borrowing - 15,000,000
Payable to the Modaraba Management Comparty 4,783 711,964

Transactions with related parties, except for the management fee payable to the Management Company, are carried at
an arm's length in the narmal course of business.
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Note 34
Capital Risk Management

While managing capital, the objectives of the Modaraba are to ensure that it continues to meet the going concern
assumption, enhances certificate holders' wealth and meets stakeholders' expectations. The Modaraba ensures its
sustainable growth viz. maintaining optimal capital structure and keeping its profits payable low thus maintaining
smooth capital management.

In line with others In the Industry, the Modaraba monitors capital on the basis of the gearing ratio. This ratio is
calculated as net debt divided by total capital. Net debt is calculated as total borrowings (including current and non
current) less cash and cash equivalents. Total capital is calculated by adding equity, as shown In the balance sheet, into
net debt. As on the reporting date, the Modaraba is geared 5% (2017: 15%).

Note 35
Financial Risk Management

35:1 The Modaraba has exposure to the following risks from Its use of financial instruments:

Credit risk
Liquidity risk
Market risk

The Board of Directors of Modaraba Management Company (“the Board") has overall responsibility for the
establishment and oversight of the Modaraba's risk management framework, The Board is responsible for
developing and monitoring the Modaraba's risk management policies,

The Modaraba’s risk management policies are established to identify and analyze the risks faced by the
Modaraba, to set appropriate rlsk limits and controls and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to reflect changes in market conditions and the
Modaraba's activities. The Modaraba, through [ts training and management standards and procediires, aims to
develop a disciplined and constructive control environment in which all employees understand their roles and
obligations.

The Modaraba's Audit Committee oversees how the management monitors compliance with the Modaraba's
risk management policies and procedures and reviews the adequacy of the risk management framework in
relation to the risks faced by the Modaraba, The Audit Committee is assisted in its oversight role by the Internal
Audit Departmant.

35.2 Credit Risk:
35.2.1 Credit risk and concentration of credit risk

Credit risk represents the accounting loss that would be recognized at the reporting date if counter parties to
the financial instruments fall to perform as contracted. The Modaraba is exposed to credit risk from its
operating activities (primarily from investments in jarah, murabaha and musharska contracts), deposits with
banks and financial institutions and other financial instruments.

3522 Credit risk related to recelvables

The Modaraba has adopted a policy of only dealing with creditwarthy parties and obtairing sufficient collateral,
where appropriate, as a means of mitigating the risk of financial loss from defaults. The Modaraba anly
transacts with those parties that are rated the egulvalent of investment grade and above. The Modaraba has
Internally developed rating critera to rate |ts customers which Is supplemented by ratings supplied by
independent rating agencies, where: available. The Modaraba also uses other publicly avaiiable financial
Information and its own trading records to rate Its customers. The Modaraba’s exposure and the credit ratings
of its counterparties are continuously monitored and the aggregate valle of transactions concluded is spread
amongst approved parties. Credit exposure Is controlied by credit limits that are Internally reviewed and
approved by the risk management committee annually.
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The management monitars and fimits the Modaraba's exposure to credit risk through monitoring of dients'
credit exposure, reviews and conservative estimates of provisions for doubtful receivables, If any, and through
the prudent use of collateral policy. The management is of the view that it Is not exposed to significant
concentration of credit risk as Its financial assets are adequately diversified In organizations of sound financial
standing covering varinus industrial sectors and segments,

35,23 Credit risk refated to financial Instruments and cash deposits

The Modaraba limits its exposure to credit risk by only investing In liguid seécurities and only with parties that
have a track record. Given these high credit ratings; the management does not expect any party to fail to meet
its obligations; except to the extent of impairment loss recognized.

3524 Exposure to credit risk

Carrying amounts of financial assets represent the maximum credit exposure. The maximum exposure to credit

risk at the reporting date was:
Financial assets Note 2018 2017
Rupees Rupess
Bank bafances 3 23,503,774 13,917,457
Ijarah rentals receivable 7 439,111 376,363
Advances and other recelvables 8 7,053,386 8,077,143
Short term investments 9 5,927,880 7,639,596
Musharaka receivables 10&11 66,953,497 71,411,516
Murabaha receivable 500,000 -
Long term advances and deposits 12 2,619,260 2,709,260

106,996,908 104,131,335
Geographically all credit exposure Is concentrated In Pakistan.

The maximum exposure to credit risk for recelvables against |jarah, musharaka and murabaha Investment at
the reporting date by type of customer was:

Education 6,179,507 5

Medical and pharmaceuticals - 67,483
Media advertising 22,177,370 37,740,895
Individuals 36,354,834 6,001,836
Construction 3,143,133 27,811,734
Others 37,765 165,930

67,892,609 71,787,878

The maximum exposure to credit risk for the following financial assets at the reporting date by mode of

financing was as under;
Yarah rentals recejvable 439,111 376,363
Accrued profit on murabaha and musharaka 621,004 914,585
Musharaka receivables 66,953,497 71,411,516
Murabaha receivable 500,000 -
E,SBIE].Z 75,?02,'454
Impairment losses
The aging of financial assets at the reporting date was:
Gross Impairment Gross Impairment
2018 2018 2017 2017
Rupees Rupees Rupees Rupees
Not past due
Past due 0-90 days 77,232 = 221,880 215,973
Past due 90-180 days 60,280 60,280 202,449 202,449
Past due over 180 days 25,596,917 25,596,917 26,171,890 25,053,689
25,734,429 25,657,197 26,596,219 25,472,111
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353 Liquidity risk

Liguicity risk Ts the risk that the Modaraba will not be able to meet its financial obligations as they fall due.
Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability
of funding to an adequate amount of committed credit faciliies and the ability to close out market positions
due to dynamic nature of the business, 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
stressed conditions; without Incurring unacceptable losses or risking damage to the Modaraba's reputation.

The maturity profile of the Modaraba's financial liabilities based on contractual amounts s disclosed in Note 30
to the financlal statements.

35.3.1 Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity
prices will affect the Modaraba's incomie or the value of its holdings of financial instruments, The objective of
market risk management s to manage and control market risk exposures within acceptable parameters, while
optimizing the return on risk,

35.3.2 Exposure to currency risk

The Modaraba has nio exposure to forelgn currency risk as at the reporting date.

35.3.3 Other market price risk

Other price risk represents the risk that the fair value or future cash flows of a financlal Instrument will
fluctuate because of changes In market prices (other than those arising from interest rate risk or currency risk),
whether those changes are caused by factors specific to the individual financial instrument or its issuer, or

factors affecting all similar financial instrument traded In the market. The Modaraba |s exposed to equity price
risk in respect of short term Investments available for sale and at fair value through profit or foss.

3534 Sensitivity analysis - equity price risk

4 change of 1% in value of investments would have increase or decrease equity by Rs. 59,279 (2017: Rs.
76,396).

35.3.5 Fair value of financial assets and |iabilities

The carrying values of all financial assets and financial liabilities approximate to thelr fair values.

Note 36
Provident Fund Related Disclosures

The Modaraba operates a recognized provident fund for its permanent employees wherein equal monthly contributions
are made by the Modaraba and employees Into the fund at the rate of 10% of the basic salary. Obiigation for
contributions to defined contribution plan is recognized as an expense in the profit and |oss account. The following is
information of fund as on June 30,:

2018 2017
Fund Balance 1!78?!9’53 2!?40!] 17

36.1  The Modaraba has maintained provident fund account in MCB Bank Limited which has balance of Rs. 1,787,953
(2017: Rs, 2,740,317),

Note 37
Number of Employees

Numbers Numbers
Employees as at June 30, 14 15
Average number of employess during the year 14 15
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Note 38
Date of Authorization for Issue

These financial statements were approved and authorized for Issue on October 26, 2018 by the Board of Directors
of TBL Modaraba Management (Private) Limited (the Management Company).

Note 39
Profit Distribution

Subsequent to the year ended June 30, 2018, the Board of Directars of the Management Company In thelr meeting held
on October 26, 2018 dedared a final profit distribution of Rs. Nil (2017: Rs, 0.357) per Modaraba certificate which in
tatal amonts to Rs, Nil (2017 Rs, 7,206,938).

Note 40
General

Corresponding figures have been re-arranged, wherever necessary, to facllitate comparison, Following material
rearrangements have been made in these financial statements for better presentation:

From To Amount
(Rupees)

Long term musharaka receivables Current portion of long term musharaka recelvables 10,496,836

Short term musharaka recelvables 483,710

Current portion of long term Short term musharaka receivables 42,878,982

musharaka recelvables

S/D S/D S/D

CHIEF EXECUTIVE DIRECTOR DIRECTOR
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DETAIL OF CATEGORIES OF CERTIFICATE HOLDERS
AS AT JUNE 30, 2018

ﬁ% of Shareholider — Total Y% age
rectors, ve r, r Spouses and Minor Children
Directors
Mr. HASSAN SOHAIB MURAD 3,015,820 13.01
3,015,820 13.91
Associated Companies, Undertakings & Related Parties
UNIVERSITY OF MANAGEMENT & TECHNOLOGY 3,070,000 14.16
1BL MODARABA MANAGEMENT (PRIVATE) LIMITED 2,030,905 9.36
5,100,905 23,52
NIT & ICP (Name Wise Detail)
CDC - TRUSTEE NATIONAL INVESTMENT (UNIT) TRUST 1,078,774 4.97
1,078,774 4.97
Banks, NBFCs, DFIs, Takaful, Pension Funds 140,596 0.65
Modarabas 70 0.00
Insurance Companies 517,033 2.38 |
Other Companies, Corporate Bodies, Trust etc. 4,722,813 21.78
General Public 7,111,489 32.79

CATEGORIES OF CERTIFICATE HOLDERS
AS AT JUNE 30, 2018




PATTERN CERTIFICATE HOLDING

BY CERTIFICATE HOLDERS
AS AT JUNE 30,2018
| Shareholding |
No. of Shareholders |- o Total Shares held

429 1 100 15,967
308 101 500 87,297
185 501 1,000 132,585
230 1,001 5,000 500,097
46 5,001 10,000 339,336
14 10,001 15,000 180,287
5 15,001 20,000 97,500

3 20,001 25,000 67,500
2 25,001 30,000 56,0000

3 30,001 35,000 97,875

1 35,001 40,000 36,000

2 40,001 45,000 88,500

2 45,001 50,000 96,000

1 50,001 55,000 51,087

1 80,001 85,000 82,000

1 90,001 95,000 92,700

3 130,001 135,000 397,941
1 145,001 150,000 150,000
1 165,001| 170,000 170,000

1 240,001 245,000 240,068

1 245,001 250,000 250,000

1 280,001 285,000 280,507
1 310,001 315,000 313,500)

1 460,001 465,000 460,500
1 470,001 475,000 473,000)

1 505,001 510,000 509,990

1 1,045,001 1,050,000 1,050,000

1 1,075,001| 1,080,000 1,078,774

1 1,745,001 1,750,000 1,750,000

1 2,030,001 2,035,000 2,030,905

1 3,015,001 3,020,000 3,015,820

1 3,065,001 3,070,000 3,070,000

1 4,425,001 4,430,000 4,425,764

1,252

21,687,500]
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