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Vision & Mission Statements

VISION STATEMENT

Awwal Modaraba Management Limited (AMML) will play a role in the
economic progress and development of Pakistan by providing a range
of advisory services and financial support, through Shari’ah compliant

modes; to viable projects in high growth, capital starved sectors of the
economy.

MISSION STATEMENT

AMML aims to be at the vanguard of innovation in modaraba
management services, offering the best solutions to our customers,
value to our shareholders and modaraba investors, complemented
with a challenging, equal opportunity environment to our employees.
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DIRECTORS’ REPORT

For the year ended 30 June 2017

The Board of Directors of Awwal Modaraba Management Limited, the management company of Awwal
Modaraba (Modaraba), is pleased to present the Directors’ Report together with Audited Financial
Statements of AM for the year ended 30 June 2017.

Economic Activity

Pakistan’s economy is estimated to have grown at a rate of 5.28 percent in 2016-17 as compared to a rate
of 4.50 percent in the prior year. While all sectors performed positively, the contribution of the industrial
sector remained sub-par. The growth rate of 5.28 percent is on the back of growth of 5.02 percent from
industry, 5.98 percent from services sector and 3.46 percent from agriculture sector.

The accommodative monetary policy stance, increase in development spending, substantial growth in
private sector credit, increased activities in the power sector and overall pro-growth policies were all
instrumental in achieving this impressive growth performance.

The balance of payments has been a continuing cause of concern as Pakistan’s exports have been facing
headwinds for the past two years mostly due to weak global demand and lower commodity prices.
However, the rise in overall import payments was mainly driven by higher purchases of fuel and capital
equipment. This is understandable, given that Pakistan is transitioning from a low growth to higher
growth economy, and is therefore faced with supply-side bottlenecks in energy and infrastructure
signaling higher imports. Therefore, prospects for future growth in the industrial sector are bright.

The country’s outlook looks promising on the back of agricultural recovery, rebound in industrial
activities and inflow of investment under China Pakistan Economic Corridor (CPEC). The CPEC will
strengthen human ties across both sides of the border. Along the CPEC route, new industrial zones should
open opportunities for investment. Moreover, Joint ventures between Pakistani and Chinese
corporations should promote healthy business environment.

We hope that a multiplier effect from CPEC and other economic and infrastructure based initiatives will
further boost the economy with trickle-down effect.

Operating Results and Business Review
30 June 2017 30 June 2016
(Rupees ‘000’) (Rupees ‘000’)
Balance Sheet

Certificate capital 1,000,000 1,000,000
Total equity 1,160,141 1,028,443
Investment in Musharika Finance 683,223 83,658
Profit & Loss

Revenue 208,214 61,924
Operating expenses 30,595 5,707
Preliminary expenses - 23,459
Profit before Management Fee 177,620 32,758
Net profit for the year 154,398 28,443
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30 June 2017 30 June 2016
(Rupees ‘000’) (Rupees ‘000’)
Appropriations

Net profit for the year 154,398 28,443
Profit distribution @ 12.25% (2016: @2.27%) 122,500 22,700
Statutory reserve 30,879 5,689
Unappropriated profit carried forward 1,072 54
Earnings per certificate 1.54 0.28

The Modaraba completed its first full year of operations on 30 June 2017. Modaraba overall posted a
healthy profit before tax of Rs. 154.39 million in FY2017. With successful conclusion of transactions, total
revenues amounted to Rs. 208.21 million in FY2017 of which advisory fee comprised Rs. 128.77 million.
Income from portfolio invested through Islamic modes of financing registered at Rs. 52.07 million as
funds were gradually deployed. We expect it to be substantially higher next year with total outstanding
portfolio amounting to Rs. 833.22 million as on 30 June 2017. Operating expenses were contained to less
than 15% of revenues while management company’s remuneration amounted to Rs. 17.76 million.

We remained focused on our strategy to provide advisory services and financial support to start-ups,
growth and financially distressed companies through Shariah compliant modes. All transactions are duly
considered and vetted by our esteemed Shari’ah Advisor to ensure that Shari’ah principles are enforced
in their full essence and spirit. Key policies, including Credit policy, are also reviewed and approved by the
Shari’ah Advisor.

Profit Distribution

The Board in its meeting held on 18 August 2017 has approved cash dividend of Rs. 1.225 (12.25%) per
certificate of Rs. 10 each, subject to deduction of zakat and tax at source where applicable, for the year
ended 30 June 2017.

To comply with Prudential Regulations for Modarabas, the Board of Directors has transferred Rs. 30.88
million to statutory reserve. As per the Prudential Regulations for Modarabas, the Modaraba is required
to transfer not less than 20% and not more than 50% of the Modaraba’s after tax profit to statutory
reserve till such time that the reserve equals 100% of the paid up capital. Subsequently, a sum not less
than 5% of the after tax profit is to be transferred to such reserve.

Future Strategy

We have a healthy and diverse pipeline of projects for the current year focusing on our core objective of
investing in distressed companies with good turnaround potential and infrastructure financing. We are
also looking at pure advisory transactions to contribute directly to the bottom-line.

Compliance with Corporate Governance

The Board of Directors is committed to ensure compliance with various requirements of the stock
exchange and Securities and Exchange Commission of Pakistan (SECP). The Modaraba is in compliance
with the requirements of the Code of Corporate Governance as set out in the listing regulations of
Pakistan Stock Exchange Limited, relevant for the year ended 30 June 2017.
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Corporate and Financial Reporting Framework

The Board of Directors is pleased to report that:

The financial statements, prepared by the management of the Modaraba, present fairly its state
of affairs, the result of its operations, cash flows and changes in equity.

Proper books of account of the Modaraba have been maintained.

Appropriate accounting policies have been consistently applied in preparation of financial
statements and accounting estimates are based on reasonable and prudent judgment.
International Financial Reporting Standards, as applicable to Modarabas in Pakistan, have been
followed in preparation of financial statements.

The system of internal control is sound in design and has been effectively implemented and
monitored.

There are no significant doubts upon the Modaraba’s ability to continue as a going concern.
There has been no material departure from the best practices of corporate governance, as
detailed in the listing regulations.

There are no statutory payments on account of taxes, duties, levies and charges which are
outstanding as on 30 June 2017 except for those disclosed in the financial statements.
During the year under review, four (4) meetings of the Board of Directors were held. Attendance
by each director was as follows:

Name of Director No. of Meetings attended

Ms. Ayesha Aziz 1
Mr. Abdul Jaleel Shaikh

Mr. Ayyaz Ahmad

Mr. Ahmed Ateeq

Mr. Abdul Hafeez

Mr. Karim Hatim (CEO)

Leave of absence was granted to the director who could not attend the meeting.

L

The Board has formed an Audit Committee in compliance with the requirements of the Code of
Corporate Governance. The Committee comprises of three members. The head of the Audit
Committee is an Independent Director. The Committee reviews the periodic financial
statements and examines the adequacy of financial policies and practices to ensure that an
efficient and strong system of internal control is in place. The Committee also reviews the audit
reports issued by the Internal Audit Department. The Audit Committee is also responsible for
recommending to the Board of Directors the appointment of external auditors. Subsequent to
the year ended 30 June 2017, the Board of Directors appointed non-executive director as head
of the Audit Committee and increased the number of Audit Committee members to four.

During the year under review, four (4) meetings of the Audit Committee were held. Attendance
by each member was as follows:

Name of Member No. of Meetings attended
Mr. Ayyaz Ahmad 4
Mr. Ahmed Ateeq 4
Mr. Abdul Hafeez 4
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o One meeting of Human Resource and Remuneration Committee (HR&RC) was held to finalize the
recommendation for the yearly staff compensation amounts.

o The pattern of holding of certificates by the certificate-holders is included in this annual report.

o The Directors, CEO, CFO/ Company Secretary and their spouses and minor children did not carry
out any transaction in the certificates of Modaraba during the year under review.

o Modaraba’s provident fund is in registration process and is also planning to set up gratuity fund.
The Modaraba recorded Rs. 510,957 for provident fund and Rs. 522,871 for the gratuity for the
year.

The Board of Directors

There have been no change in the Board of Directors of Awwal Modaraba Management Limited, the
management company of Awwal Modaraba during the preceding year. Subsequently Mr. Ayyaz Ahmad
has resigned from the Board of Directors of Awwal Modaraba Management Limited and his resignation
has been accepted by the Board with effect from 10 August 2017. Further, Mr. Khalid Aziz Mirza has been
appointed as Director in place of Mr. Ayyaz Ahmad with effect from 10 August 2017 subject to approval
of Registrar Modaraba.

Auditors

On the recommendation of the Audit Committee, the Board has approved appointment of the present
auditors M/s. KPMG Taseer Hadi & Co. Chartered Accountants, being eligible for appointment and upon
their consent to act as auditors, have been appointed auditors of the Modaraba for financial year ending
30 June 2018, subject to the approval of Registrar of Modaraba Companies and Modarabas.

Shari’ah Advisor’s Report

The Modaraba continues to seek guidance from its Shari’ah Advisor, Mufti Muhammad Hassaan Kaleem
as and when required to ensure full compliance to Shari’ah Audit mechanism developed in consultation
with Registrar Modaraba. The internal audit department has also been trained to handle the day to day
affairs of the Modaraba ensuring complete adherence to Shari’ah policies and principles. The Shari‘ah
Advisor Report issued for the affairs of the Modaraba for the year ended 30 June 2017 is attached in the
Annual Financial Statements.

Acknowledgments

The Board of Directors acknowledges and would like to thank all the regulatory authorities for their
support in establishing Awwal Modaraba. The Board would also like to thank all the certificate-holders
and sponsors for placing their confidence in our newly established Modaraba.

On behalf of the Board

-

Karim Hatim
Chief Executive

Date: 18 August 2017
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Pattern of holding of Certificates by the Certificate-holders
As at 30 June 2017
No. of Certificate holding Total Certificates
Certificate holders From To held
35 1 100 329
220 101 500 109,370
13 501 1000 13,000
11 1001 5000 28,235
3 5001 10000 25,000
1 20001 25000 20,500
1 9995001 10000000 10,000,000
1 89800001 89805000 89,803,566
285 100,000,000
CATEGORY WISE CATEGORY
CATEGORY NUMBER OF NO. OF WISE 0
No. CATEGORIES OF CERTIFICATE HOLDERS CERTIFICATES HELD CERTIFICATE CERTIFICATES PERCENTAGE %
HOLDERS HELD
1 INDIVIDUALS 275 182,934 0.1829%
2 OTHER CORPORATE ENTITIES 1 10,000 0.0100%
3 DIRECTORS THEIR SPOUSE AND MINOR CHILDREN 4 2,000 0.0020%
Mr. Tahir Aziz 500
Ms. Seema Jaleel Shaikh 500
Ms. Aisha Abdul Hafeez 500
Ms. Hina Ahmed 500
4 RELATED PARTIES 2 1,000 0.0010%
Mr. Sultan Abid 500
Ms. Rubina Rubab 500
5 ASSOCIATED COMPANIES 2 99,803,566 99.8036%
Awwal Modaraba Management Limited 10,000,000
Pak Brunei Investment Company Limited 89,803,566
6 FOREIGN INVESTORS 1 500 0.0005%
TOTAL 285 100,000,000 100.0000%
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Statement of Compliance with the Code of Corporate Governance
Year ended 30 June 2017

This statement is being presented to comply with the Code of Corporate Governance (Code) contained in
clause 5.19.24 of the Rule Book of Pakistan Stock Exchange Limited for the purpose of establishing a
framework of good governance, whereby a listed Modaraba is managed in compliance with the best
practices of corporate governance. Regardless of the fact that Awwal Modaraba Management Limited,
the Management Company of Awwal Modaraba, is an unlisted public limited company, the Board of
Directors of the management company are pleased to confirm that the Code is being complied with in all
material respects (pertaining to the operations of the Modaraba).

The Modaraba management company (hereafter referred to as the Company) has applied the principles
contained in the Code in the following manner:

1. The company encourages representation of Independent non-executive directors and directors
representing minority interest on its board of directors. At present the board includes:

Category Names
Independent Directors Mr. Ayyaz Ahmad*
Executive Directors Mr. Karim Hatim (CEO)
Non-Executive Directors Ms. Ayesha Aziz

Mr. Abdul Jaleel Shaikh
Mr. Abdul Hafeez
Mr. Ahmed Ateeq

*Mr. Ayyaz Ahmad has resigned from the Board of Directors of Awwal Modaraba Management
Limited and his resignation has been accepted by the Board with effect from 10 August 2017.
Further, Mr. Khalid Aziz Mirza has been appointed as Director in place of Mr. Ayyaz Ahmad with
effect from 10 August 2017 subject to approval of Registrar Modaraba.

The independent directors meet the criteria of independence under clause 5.19.1(b) of the CCG.

2. The directors have confirmed that none of them is serving as a director on more than seven
listed companies, including this company.
3. All the resident directors of the company are registered as taxpayers and none of them has

defaulted in payment of any loan to a banking company, a DFl or an NBFI or, being a member of a
stock exchange, has been declared as a defaulter by the stock exchange.

4. No casual vacancies occurred on the Board of Directors during the year ended 30 June 2017.

5 The Company has prepared a “Code of Conduct” and has ensured that appropriate steps have been
taken to disseminate it throughout the Company along with its supporting policies and procedures.

6. The board has developed a vision/ mission statement, overall corporate strategy and significant
policies of the Modaraba. A complete record of particulars of significant policies along with the
dates on which they were approved or amended has been maintained.

7. All the powers of the board have been duly exercised and decisions on material transactions,
including appointment and determination of remuneration and terms and conditions of
employment of the Chief Executive Officer, other executive and non-executive directors, have
been taken by the board.

8. The meetings of the board were presided over by the Chairperson and, in her absence, by a
director elected by the board for this purpose and the board met at least once in every quarter.
Written notices of the board meetings, along with agenda and working papers, were circulated
atleast seven days before the meetings. The minutes of the meetings were appropriately
recorded and circulated.
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9. As of 30 June 2017, there are 4 directors out of 6 (including the CEO), who have met the training
requirements under the CCG directive and 2 directors (including the CEO) are qualified under the
exemption criteria.

10. The board has approved appointment of CFO, Company Secretary and outsourcing of Internal
Audit function, including their remuneration and terms and conditions of employment.

11. The directors’ report for this year has been prepared in compliance with the requirements of
the Code and fully describes the salient matters required to be disclosed.

12. The financial statements of the Modaraba were duly endorsed by Chief Executive Officer and
Chief Financial Officer before approval of the board.

13. The directors, Chief Executive Officer and executives do not hold any interest in the certificates of
the Modaraba other than that disclosed in the pattern of certificate holding.

14. The Modaraba has complied with all the corporate and financial reporting requirements of the CCG.

15. The board has formed an Audit Committee. It comprises of three Members, of whom all are

non-executive directors and the chairman of the committee is an independent director.
Subsequent to the year ended 30 June 2017, the Board of Directors appointed non-executive
director as head of the Audit Committee and increased the number of Audit Committee members

to four.

16. The meetings of the audit committee were held at least once every quarter prior to approval of
interim and final results of the Modaraba as required by the CCG. The terms of reference of the
committee have been formed and advised to the committee for compliance.

17. The board has formed an HR and Remuneration Committee. It comprises 3 members, of whom 2
are non-executive directors and the chairman of the committee is a non-executive director.

18. The board has outsourced the internal audit function to the internal audit department of the parent
company (Pak Brunei Investment Company Limited) who are considered suitably qualified and
experienced for the purpose and are conversant with the policies and procedures of the Modaraba.

19. The statutory auditors of the Modaraba have confirmed that they have been given a satisfactory
rating under the quality control review program of the ICAP, that they or any of the partners of
the firm, their Spouses and minor children do not hold certificates of the Modaraba and that the
firm and all its partners are in compliance with International Federation of Accountants (IFAC)
guidelines on code of ethics as adopted by the ICAP.

20. The statutory auditors or the persons associated with them have not been appointed to provide
other services except in accordance with the listing regulations and the auditors have confirmed
that they have observed IFAC guidelines in this regard.

21. The ‘closed period’, prior to the announcement of interim/ final results and business decisions,
which may materially affect the market price of Modaraba’s securities, was determined and
intimated to directors, employees and stock exchange.

22. Material/ price sensitive information has been disseminated among all market participants at
once through the stock exchange.
23. The company has complied with the requirements relating to maintenance of register of persons

having access to inside information by designated senior management officer in a timely manner
and maintained proper record including basis for inclusion or exclusion of names of persons from
the said list.

24. We confirm that all other material principles contained in the CCG have been complied with.

On behalf of the Board

-

Karim Hatim
Chief Executive

Dated: 18 August 2017
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KPMG Taseer Hadi & Co. Telephone +92 (21) 3568 5847
Chartered Accountants Fax + 92 (21) 3568 5095
Sheikh Sultan Trust Building No. 2 Internet www.kpmg.com.pk

Beaumont Road
Karachi, 75530 Pakistan

Review Report to the Certificate holders on the Statement of Compliance with the
Code of Corporate Governance

We have reviewed the enclosed Statement of Compliance with the best practices contained in
the Code of Corporate Governance (the Code) prepared by the Board of Directors of Awwal
Modaraba Management Limited, (the Modaraba Company) of Awwal Modaraba for the year
ended 30 June 2017 to comply with the requirements of Listing Regulation No. 5.19.24 of the
Rule Book of Pakistan Stock Exchange Limited where the Modaraba is listed.

The responsibility for compliance with the Code is that of the Board of Directors of the
Modaraba Company. Our responsibility is to review, to the extent where such compliance can
be objectively verified, whether the Statement of Compliance reflects the status of the
Modaraba’s compliance with the provisions of the Code and report if it does not and to highlight
any non-compliance with the requirements of the Code. A review is limited primarily to
inquiries of the Modaraba Company’s personnel and review of various documents prepared by
the Modaraba Company to comply with the Code.

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

The Code requires the Modaraba 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 distinguishing between transactions carried out on
terms cquivalent to those that prevail in arm’s length transactions and transactions which are not
executed at arm’s length price and recording proper justification for using such alternate pricing
mechanism. We are only required and have ensured compliance of this requirement to the extent
of approval of the related party transactions by the Board of Directors upon recommendation of
the Audit Committee. We have not carried out any procedures to determine 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 Modaraba’s compliance, in all
material respects, with the best practices contained in the Code as applicable to the Modaraba
for the year ended 30 June 2017.

L'L”u\‘]a-\.\ l\l-—-—/\-____

Date: 18 August 2017 KPMG Taseer Hadi & Co.
Chartered Accountants
Karachi

KPMG Taseer Hadl & Co., a Partnership firm registered in Pakistan
and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative

("KPMG International™), a Swiss entity.




Muhammad Hassaan Kaleem

Lecturer, Jamia Darul Uloom, Karachi
Shariah Advisor for Financial Matters

Dated: 15" Aug, 2017
Shariah Advisor’s Report

| have conducted the Shariah review of Awwal Modaraba managed by Awwal Modaraba Management
Limited, Modaraba Management Company for the financial year ended June 30, 2017 in accordance
with the requirements of the Shariah Compliance and Shariah Audit Mechanism for Modarabas
and report that, in my opinion:

i Awwal Modaraba has introduced a mechanism which has strengthened the Shariah compliance, in
letter and spirit and the systems, procedures and policies adopted by the Modaraba are in line
with the Shariah principles.

ii. No major developments took place during the period.

iii. The agreements entered into by the Modaraba are Shariah compliant and the financing
agreements have been executed on the formats as approved by the Religious Board and all the
related conditions have been met.

iv.  To the best of my information and according to the explanations given to me, the business
transactions undertaken by Awwal Modaraba and all other matters incidental thereto are in
conformity with the Shariah requirements as well as the requirements of the Prospectus, Islamic
Financial Accounting Standards as applicable in Pakistan and the Shariah Compliance and Shariah
Audit Regulations for Modarabas.

V. Profit sharing ratios, profits and charging of losses (if any) relating to any deposit raising product
conform to the basis and principles of Shariah.

vi. No earnings that have been realized from the sources or by means prohibited by
Shariah. Accordingly, no amount was credited to charity account.

Recommendation

| recommend that regular shariah training programs should be introduced for staff to strengthen their
knowledge base and to keep abreast of prevailing issues and developments.

Conclusion

In my opinion and to the best of my knowledge and information provided by Awwal Modaraba
management with relevant explanation, | am of the view that during the period overall business
operations of the Modaraba are Shariah Compliant.

Mufti Muhammad Hassaan Kaleem
Shariah Advisor
Awwal Modaraba

Email: hassaan.kaleem@gmail.com
+92 21 35368790
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KPMG Taseer Hadi & Co. Telephone + 92 (21) 3568 5847
Chartered Accountants Fax +92(21) 3568 5095
Sheikh Sultan Trust Building No. 2 Internet  www.kpmg.com.pk

Beaumont Road
Karachi, 75530 Pakistan

Auditors’ Report to the Certificate Holders

We have audited the annexed balance sheet of Awwal Modaraba as at 30 June 2017 and the
related profit and loss account, 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 obtained all 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 (Awwal Modaraba Management
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 Control) 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
cxamining 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) in our opinion, proper books of accounts have been kept by the Modaraba Company in
respect of Awwal Modaraba as required by the Modaraba Companies and Modaraba
(Floatation and Control) Ordinance, 1980 (XXXI of 1980), and the Modaraba
Companics and Modaraba Rules, 1981,

b) 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 Control) 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 agreement with the accounting policies consistently
applicd;

ii) the expenditure incurred during the year was for the purpose of the Modaraba’s
business; and

1i1) the business conducted, investments made and the-expenditure incurred during
the year were in accordance with the objects, terms and conditions of
the Modaraba.
c) in our opinion and to the best of our information and according to the explanations given

to us, the balance sheet, profit and loss account, cash flow statement and statement of

KPMG Taseer Hadi & Co., a Parinership firm registered in Pakistan
and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative

("KPMG International®), a Swiss entity.
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KPMG Taseer Hadi & Co.

changes in equity together 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 Control) 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 30 June 2017 and of the profit, its cash flows and changes in equity for the year
then ended; and

d) 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.

P {
1
Date: 18 August 2017 KPMG Taseer Hadi & Co.
Chartered Accountants
Karachi Moneeza Usman Butt
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As at 30 June 2017
Notes 30 June 30 June
2017 2016
(Rupees)

ASSETS
Current assets
Bank balances 4 252,808,456 933,524,819
Accruals, prepayments, advances and other receivables 5 14,114,954 23,177,542
Current portion of receivable against advisory fee 6 50,350,918 -
Current portion of Investment against repurchase agreement 7 31,999,984 -
Current portion of Musharika Finance 8 133,320,267 14,976,517
Current portion of Diminishing Musharika Finance 9 16,666,670 -
Current portion of long term loans 10 1,450,622 -
Receivable from related party 11 1,024,309 -
Short term investment 12 100,000,000 -
Taxation recoverable 4,514,543 2,602,324
Total current assets 606,250,723 974,281,202
Non - current assets
Receivable against advisory fee 6 20,695,477 -
Investment against repurchase agreement 7 17,999,991 -
Long term portion of Musharika Finance 8 262,928,681 68,681,331
Long term portion of Diminishing Musharika Finance 9 270,307,539 -
Long term loans 10 2,176,790 -
Long term deposit 75,000 75,000
Intangible asset 13 398,832 -
Operating fixed assets 14 3,107,755 13,542
Total non-current assets 577,690,065 68,769,873
TOTAL ASSETS 1,183,940,788 1,043,051,075
LIABILITIES AND EQUITY
Current liabilities
Accrued expenses 15 18,758,432 2,193,664
Payable to related parties 16 5,037,388 12,414,540
Unclaimed profit distribution 4,231 -
Total liabilities 23,800,051 14,608,204
CERTIFICATE HOLDERS' EQUITY
Certificate capital
Authorised certificate capital
100,000,000 Modaraba Certificates of Rs. 10 each 17 1,000,000,000 1,000,000,000
Issued, subscribed, and paid-up certificate capital
100,000,000 certificates of Rs. 10 each 1,000,000,000 1,000,000,000
Statutory reserve 18 36,568,147 5,688,574
Unappropriated profit 123,572,590 22,754,297

1,160,140,737 1,028,442,871
TOTAL LIABILITIES AND EQUITY 1,183,940,788 1,043,051,075
COMMITMENTS 19
The annexed notes from 1 to 30 form an integral part of these financial statements.

For Awwal Modaraba Management Limited
(Management Company)
fon E ,
Chief Executive Officer Director Director
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Statement of Profit and Loss and Other
Comprehensive Income
For the year ended 30 June 2017

30 June For the period
2017 from 10 February
2016 to 30 June
2016
Notes (Rupees)
Income
Advisory fee 128,766,352 23,442,982
Income from Investment against repurchase agreement 5,172,413 -
Income from Musharika Finance 28,986,795 25,395
Income from Diminishing Musharika Finance 10,641,789 -
Income from deposits with banks 27,373,597 38,455,312
Income from Sukuk certificates 7,273,617 -
208,214,563 61,923,689
Expenses
Administrative and operating expenses 20 (30,575,784) (5,703,695)
Preliminary expenses - (23,459,243)
Financial charges (18,888) (3,033)
177,619,891 32,757,718
Management Company's remuneration (17,761,989) (3,275,772)
Provision for services sales tax on Management
Company's remuneration 21 (2,309,059) (458,608)
Provision for Workers' Welfare Fund 15.1 (3,150,977) (580,467)
(23,222,025) (4,314,847)
Profit for the year / period before taxation 154,397,866 28,442,871
Taxation 22 - -
Profit for the year / period after taxation 154,397,866 28,442,871

There are no items of other comprehensive income to report and hence profit for the year / period equals to
total comprehensive income.

Earnings per certificate - basic and diluted 23 1.54 0.28

The annexed notes from 1 to 30 form an integral part of these financial statements.

For Awwal Modaraba Management Limited
(Management Company)

- = It

Chief Executive Officer Director Director
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C h FI S 30 June For the period
aS OW tatement 2017 from 10 February
For the year ended 30 June 2017 2016 ;‘(’) fg June
(Rupees)
CASH FLOWS FROM OPERATING ACTIVITIES
Profit for the year / period before taxation 154,397,866 28,442,871
Adjustments for non-cash items
Depreciation on operating fixed assets 448,724 1,458
Amortisation on intangible asset 21,899 -
154,868,489 28,444,329
(Increase) / decrease in assets
Accruals, prepayments, advances and other receivables 9,062,588 (23,177,542)
Receivable against advisory fee (71,046,395) -
Investment against repurchase agreement (49,999,975) -
Musharika Finance (312,591,100) (83,657,848)
Diminishing Musharika Finance (286,974,209) -
Long term loans (3,627,412) -
Receivable from related party (1,024,309) -
Short term investment (100,000,000) -
Long term deposit - (75,000)
(816,200,812) (106,910,390)
Increase / (decrease) in liabilities
Accrued expenses 16,564,768 2,193,664
Payable to related parties (7,377,152) 12,414,540
Unclaimed profit distribution 4,231 -
9,191,847 14,608,204
Taxes paid (1,912,219) (2,602,324)
Net cash used in operating activities (654,052,695) (66,460,181)
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditure (3,963,668) (15,000)
Net cash used in investing activities (3,963,668) (15,000)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of certificate capital - 1,000,000,000
Profit paid to certificate holders (22,700,000) -
Net cash (used in) / from financing activities (22,700,000) 1,000,000,000
Net (decrease) / increase in cash and cash equivalents (680,716,363) 933,524,819
Cash and cash equivalents at beginning of the year / period 933,524,819 -
Cash and cash equivalents at end of the year / period 252,808,456 933,524,819

The annexed notes from 1 to 30 form an integral part of these financial statements.

For Awwal Modaraba Management Limited
(Management Company)

e = ‘

Chief Executive Officer Director Director
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Statement of Changes in Equity

For the year ended 30 June 2017

Reserves
Paid up Statutory Unappropriated Total
certificate reserve profit
capital
(Rupees)

Balance as at 10 February 2016 - - - -
Transaction with Certificate Holders

of the Modaraba - Contribution
Issue of certificate capital 1,000,000,000 - - 1,000,000,000
Total comprehensive income for the period -
Profit for the period from 10 February 2016 to

30 June 2016 - - 28,442,871 28,442,871
Transfer to statutory reserve - 5,688,574 (5,688,574) -
Balance as at 30 June 2016 1,000,000,000 5,688,574 22,754,297 1,028,442,871
Total comprehensive income for the year -
Profit for the year ended 30 June 2017 154,397,866 154,397,866
Transfer to statutory reserve - 30,879,573 (30,879,573) -
Transactions with Certificate Holders

of the Modaraba - Distribution
Profit distribution for the period ended

30 June 2016 @ Re. 0.227 per certificate - - (22,700,000) (22,700,000)
Balance as at 30 June 2017 1,000,000,000 36,568,147 123,572,590 1,160,140,737

The annexed notes from 1 to 30 form an integral part of these financial statements.

For Awwal Modaraba Management Limited
(Management Company)

-

- = (e

Chief Executive Officer Director Director
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Notes to the Financial Statements
For the year ended 30 June 2017

1. LEGAL STATUS AND OPERATIONS

Awwal Modaraba (the Modaraba) has been floated under the Modaraba Companies and
Modaraba (Floatation and Control) Ordinance, 1980 and the Rules framed thereunder. The
Modaraba is managed by the Awwal Modaraba Management Limited, a company wholly owned
by Pak Brunei Investment Company Limited. After receiving certificate of minimum subscription,
the Modaraba commenced its business operations with effect from 10 February 2016. The
registered office is situated at 6th Floor, Horizon Vista, Plot No. Commercial 10, Block No. 4,
Scheme No. 5, Clifton, Karachi.

Awwal Modaraba is a perpetual, multi purpose and multi dimensional Modaraba and is primarily
engaged in providing Working Capital, Term Finance, ljarah, Musharika, Morabaha and other
Shari'ah compliant investment / instrument to credit worthy customers. The Modaraba is listed
on Pakistan Stock Exchange Limited.

2. BASIS OF PREPARATION
2.1 Statement of Compliance

These financial statements have been prepared in accordance with approved accounting
standards as applicable in Pakistan. Approved accounting standards comprise of such
International Financial Reporting Standards (IFRSs) issued by the International Accounting
Standards Board (IASB) as are notified under the repealed Companies Ordinance, 1984, Islamic
Financial Accounting Standard (IFASs) issued by the Institute of Chartered Accountants of
Pakistan, the requirements of the Modaraba Companies and Modaraba (Floatation and Control)
Ordinance, 1980, Modaraba Companies and Modaraba Rules, 1981, Prudential Regulations for
Modarabas and the directives issued by the Securities and Exchange Commission of Pakistan
(SECP). Wherever the requirements of the Modaraba Companies and Modaraba (Floatation and
Control) Ordinance, 1980, Modaraba Companies and Modaraba Rules, 1981, Islamic Financial
Accounting Standards (IFASs), Prudential Regulations for Modarabas and the directives issued by
the SECP differ with the requirements of IFRSs, the requirements of the Modaraba Companies
and Modaraba (Floatation and Control) Ordinance, 1980, Modaraba Companies and Modaraba
Rules, 1981, Islamic Financial Accounting Standards (IFASs), Prudential Regulations for
Modarabas or the directives issued by the SECP shall prevail.

2.2 Basis of measurement

These financial statements have been prepared under the historical cost convention except as
stated otherwise.

2.3 Functional and presentation currency
These financial statements are presented in Pakistan Rupees which is also the Modaraba's

functional and presentation currency. All financial information presented in Pakistan Rupees has
been rounded off to the nearest rupee.
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For the year ended 30 June 2017

24 Significant accounting estimates and judgements

In preparing these financial statements management has made judgement, estimates and
assumptions that affect the application of the Modaraba's accounting policies and the reported
amounts of assets, liabilities, income and expenses. Actual results may differ from these
estimates. Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
estimates are recognised prospectively. Judgements made by the management in the application
of approved accounting standards, as applicable in Pakistan, that have significant effect on the
financial statements and estimates with significant risk of material adjustment in the next year
are described in the following:

i) Classification of financial instruments (note 3.2.1 - 3.2.1.7).

i) Provision for impairment (note 3.2.2)

iii) Provision for taxation (note 3.3 and 22).

iv) Residual values, useful lives and depreciation methods of operating fixed assets (notes 3.4)
V) Residual values, useful lives and amortisation methods of intangible assets (notes 3.5)

2.5 Standards, Interpretations and Amendments which became effective during the year

During the year, amendments to certain standards became effective which were not relevant to
the Modaraba's accounting policies.

2.6 Standards, Interpretations and Amendments not yet effective

The following standards, amendments and interpretations of approved accounting standards will
be effective for accounting periods beginning on or after 01 July 2017:

- Amendments to IAS 12 ‘Income Taxes’ are effective for annual periods beginning on or
after 1 January 2017. The amendments clarify that the existence of a deductible
temporary difference depends solely on a comparison of the carrying amount of an asset
and its tax base at the end of the reporting period, and is not affected by possible future
changes in the carrying amount or expected manner of recovery of the asset. The
amendments further clarify that when calculating deferred tax asset in respect of
insufficient taxable temporary differences, the future taxable profit excludes tax
deductions resulting from the reversal of those deductible temporary differences. The
amendments are not likely to have an impact on Modaraba’s financial statements.

- Amendments to IAS 7 ‘Statement of Cash Flows’ are part of IASB’s broader disclosure
initiative and are effective for annual periods beginning on or after 1 January 2017. The
amendments require disclosures that enable users of financial statements to evaluate
changes in liabilities arising from financing activities, including both changes arising from
cash flow and non-cash changes.

- Amendments to IFRS 2 - Share-based Payment clarify the accounting for certain types of
arrangements and are effective for annual periods beginning on or after 1 January 2018.
The amendments cover three accounting areas (a) measurement of cash-settled
share-based payments; (b) classification of share-based payments settled net of tax
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withholdings; and (c) accounting for a modification of a share-based payment from
cash-settled to equity-settled. The new requirements could affect the classification and /
or measurement of these arrangements and potentially the timing and amount of
expense recognized for new and outstanding awards. The amendments are not likely to
have an impact on Modaraba’s financial statements.

- Transfers of Investment Property (Amendments to IAS 40 ‘Investment Property’-effective
for annual periods beginning on or after 1 January 2018) clarifies that an entity shall
transfer a property to, or from, investment property when, and only when there is a
change in use. A change in use occurs when the property meets, or ceases to meet, the
definition of investment property and there is evidence of the change in use. In isolation,
a change in management's intentions for the use of a property does not provide evidence
of a change in use. The amendments are not likely to have an impact on Modaraba’s
financial statements.

- IFRIC 22 ‘Foreign Currency Transactions and Advance Consideration’ (effective for annual
periods beginning on or after 1 January 2018) clarifies which date should be used for
translation when a foreign currency transaction involves payment or receipt in advance of
the item it relates to. The related item is translated using the exchange rate on the date
the advance foreign currency is received or paid and the prepayment or deferred income
is recognized. The date of the transaction for the purpose of determining the exchange
rate to use on initial recognition of the related asset, expense or income (or part of it)
would remain the date on which receipt of payment from advance consideration was
recognized. If there are multiple payments or receipts in advance, the entity shall
determine a date of the transaction for each payment or receipt of advance
consideration.

- IFRIC 23 ‘Uncertainty over Income Tax Treatments’ (effective for annual periods beginning
on or after 1 January 2019) clarifies the accounting for income tax when there is
uncertainty over income tax treatments under IAS 12. The interpretation requires the
uncertainty over tax treatment be reflected in the measurement of current and deferred
tax.

- Annual improvements to IFRS standards 2014-2016 cycle. The new cycle of improvements
addresses improvements to following approved accounting standards:

- Amendments to IFRS 12 ‘Disclosure of Interests in Other Entities’ (effective for
annual periods beginning on or after 1 January 2017) clarify that the requirements
of IFRS 12 apply to an entity’s interests that are classified as held for sale or
discontinued operations in accordance with IFRS 5 — ‘Non-current Assets Held for
Sale and Discontinued Operations’.

- Amendments to IAS 28 ‘Investments in Associates and Joint Ventures’ (effective
for annual periods beginning on or after 1 January 2018) clarifies that a venture
capital organization and other similar entities may elect to measure investments in
associates and joint ventures at fair value through profit or loss, for each associate
or joint venture separately at the time of initial recognition of investment.
Furthermore, similar election is available to non-investment entity that has an
interest in an associate or joint venture that is an investment entity, when applying
the equity method, to retain the fair value measurement applied by that
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investment entity associate or joint venture to the investment entity associate's or
joint venture's interests in subsidiaries. This election is made separately for each
investment entity associate or joint venture.

The above improvements to standards are not likely to have material / significant impact
on Modaraba's financial statements.

3. SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies, set out below, are consistently applied for all periods
presented in these financial statements.

3.1 Cash and cash equivalents

Cash and cash equivalent for the purpose of cash flow statement comprises of deposits held with
banks.

3.2 Financial instruments

Financial assets and financial liabilities are recognised when the Modaraba becomes a party to
the contractual provisions of the instrument and are measured initially at fair value.

3.2.1 Investments

All investments are initially recognised at fair value, being the cost of the consideration given
including transaction costs associated with the investment, except for those classified as fair
value through profit or loss, in which case the transaction costs are charged to the profit and loss
account.

Management determines appropriate classification of investment in accordance with the
requirements of approved accounting standards as applicable in Pakistan. The Modaraba
classifies its investments in the following categories:

3.2.1.1 At fair value through profit or loss

A financial asset is classified as at fair value through profit or loss if it is classified as held for
trading or is designated as such on initial recognition. Financial assets are designated at fair value
through profit and loss if Modaraba manages such investments and make purchase and sale
decisions based on their fair values in accordance with Modaraba's investment strategies.
Investments which are acquired principally for the purpose of selling in the near term or the
investments that are part of a portfolio of financial instruments exhibiting short term profit taking
are classified at fair value through profit or loss - held for trading. Financial assets at fair value
through profit or loss are measured at fair values with any resulting gains or losses recognised in
the profit and loss account. The fair value of such investment, representing listed equity securities
are determined on the basis of prevailing market prices at the Pakistan Stock Exchange Limited or
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redemption / repurchase prices, whichever is applicable, in case of other securities. In case of
unquoted investment, where active market does not exist, fair value is determined using
valuation techniques.

3.2.1.2 Held to maturity

Held to maturity are non derivative financial assets with fixed or determinable payments and
fixed maturity that an entity has the positive intention and ability to hold to maturity. These
assets are initially recognised at fair value plus any directly attributable transaction costs.
Subsequent to initial recognition, they are measured at amortised cost using the effective interest
method.

3.2.1.3 Available for sale

Available for sale investments are those non-derivative investments that are designated as
available for sale or are not classified in any other category. These are primarily those investments
that are intended to be held for an undefined period of time or may be sold in response to the
need for liquidity. At each balance sheet date, these investments are re-measured at fair value
and the resulting gains or losses are recognised directly in other comprehensive income until the
investment is disposed off or impaired at which time these are transferred to the profit and loss
account.

3.2.1.4 Loans and Receivables

The Modaraba's receivables comprise of Receivable against advisory fee, Musharika Finance,
Diminishing Musharika Finance, deposits, other receivables and cash and cash equivalents with
fixed or determinable payments that are not quoted in an active market are classified as 'Loans
and Receivables'. These assets are initially recognised at fair value plus any directly attributable
transaction costs. Subsequent to initial recognition, they are measured at amortised cost using
the effective profit rate method.

3.2.1.5 Investment against repurchase/ resale agreements

Transactions of purchase under resale (reverse-repo) of securities, are entered into at contracted
rates for specified periods of time. Securities purchased with a corresponding commitment to
resell at a specified future date (reverse-repo) are not recognised in the balance sheet. Amounts
paid under these agreements are recognised as investment against repurchase agreement. The
difference between purchase and resale price is treated as income from investment against
repurchase transactions and accrued over the life of the agreement.

3.2.1.6 Financial Liabilities

Financial liabilities are initially recognised at fair value less any directly attributable transaction
costs and subsequently stated at amortised cost using effective profit rate method.

3.2.1.7 Derecognition

Financial assets are derecognised when the contractual right to the cash flow from the financial
assets expires or it transfers the right to receive the contractual cash flows in a transaction in
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which substantially all of the risks and rewards of ownership of the financial asset are transferred,
or it neither transfers nor retains substantially all of the risks and rewards of ownership and does
not retain control over the transferred asset. Any interest in such derecognized financial assets
that is created or retained by the Modaraba is recognized as a separate asset or liability. Financial
liabilities are derecognised when they are extinguished i.e. when the obligation specified in the
contract is discharged or cancelled or expired.

3.2.2 Impairment

A financial asset, other than that carried at fair value through profit or loss, is assessed at each
balance sheet date to determine whether there is any objective evidence that it is impaired. A
financial asset is impaired if objective evidence indicates that a loss event has occurred (i.e.
default, delinquency or bankruptcy by a debtor, adverse changes in the payment status of
borrower, disappearance of an active market for a security, restructuring of debtor balance on
unfavorable terms etc.) and that the loss event has a negative effect on the estimated future cash
flows of that asset. Additionally, management consider the requirement of applicable Prudential
Regulation for Modaraba issued by the Securities and Exchange Commission of Pakistan (SECP).

In case of investment in equity securities classified as available for sale and measured at fair
value, a significant or prolonged decline in the fair value of the security below its cost is
considered in determining whether the assets are impaired. If any such evidence exists, the
cumulative loss measured as a difference between the acquisition cost and the current fair value,
less any impairment loss on that investment previously recognised, is transferred from other
comprehensive income to profit and loss account. Such impairment losses are not subsequently
reversed through the profit and loss account.

Individually significant financial assets are tested for impairment on an individual basis. The
remaining financial assets are assessed collectively in groups that share similar credit risk
characteristics. All impairment losses are recognised in the profit and loss account. In case of
investment carried at cost, if the amount of impairment loss subsequently decreases and the
decrease can be related objectively to an event occurring after the impairment was recognised,
then the previously recognised impairment loss is reversed through profit and loss.

The carrying amount of the Modaraba's non-financial assets are reviewed at each balance sheet
date to determine whether there is any indication of impairment. If such an indication exists, the
recoverable amount of the asset is estimated in order to determine the extent of impairment
loss, if any. An impairment loss is recognised for the amount by which the asset's carrying amount
exceeds its estimated recoverable amount. The recoverable amount is the higher of an asset's fair
value less costs to sell and value in use. Impairment losses are recognised in the profit and loss
account. An impairment loss is reversed only to the extent that the asset's carrying amount
exceed the carrying amount that would have been determined, net of depreciation or
amortisation, if no impairment loss had been recognised.

3.2.3 Off-setting of financial assets and liabilities

Financial assets and financial liabilities are offset and the net amount is reported in the financial
statements only when there is a legally enforceable right to set off the recognised amounts and
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there is an intention to settle on a net basis, or realise the assets and settle the liabilities
simultaneously. The legally enforceable right must not be contingent on future events and must
be enforceable in normal course of business and in the event of default, insolvency or winding up
of the Modaraba or the counterparties.

Taxation
Current

Provision for current taxation is based on taxable income for the year at the current rates of
taxation after taking into account applicable tax credits, rebates and exemptions available, if any.
The income of non-trading modarabas is exempt from tax provided that not less than 90% of their
profits for the year as reduced by amount transferred to a mandatory reserve as required under
the provisions of the Modaraba Companies and Modaraba (Floatation and Control) Ordinance,
1980 (XXXI of 1980) are distributed to the certificate holders.

The Modaraba intends to avail the tax exemption by distributing at least 90% of its profits to the
certificate holders.

Deferred

Deferred tax is recognised, using the balance sheet liability method, on all temporary differences
arising between the tax bases and carrying amounts of assets and liabilities appearing in the
financial statements. Deferred tax liability is recognised for all taxable temporary differences.
Deferred tax asset is recognised for all deductible temporary differences to the extent that it is
probable that the temporary differences will reverse in the future and taxable profits will be
available against which the temporary differences can be utilised.

The carrying amount of deferred tax asset is reviewed at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or
part of the deferred tax asset to be utilised.

Deferred tax asset and liability is measured at the tax rate that is expected to apply to the period
when the asset is realised or the liability is settled, based on tax rates that have been enacted or
substantively enacted by the reporting date.

However, the Modaraba has not recognised any amount in respect of deferred tax in these
financial statements as the Modaraba intends to avail the tax exemption in future years by
distributing at least 90% of its profits to its certificate holders.

Operating fixed assets

These are stated at cost less accumulated depreciation and accumulated impairment losses, if
any. Cost includes expenditure that is directly attributable to the acquisition of the items.
Subsequent costs are included in the assets' carrying amounts or recognised as separate assets,
as appropriate, only when it is probable that future economic benefits associated with the items
will flow to the Modaraba and the cost of the items can be measured reliably. All other repairs
and maintenance expenses are charged to the profit and loss account as and when incurred.
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Depreciation on all fixed assets is charged to profit or loss account on a straight-line basis in
accordance with the rates specified in respective of the financial statements and after taking into
account residual values, if any. The residual values, useful lives and depreciation methods are
reviewed and adjusted, if appropriate, at each reporting date. Depreciation is charged from the
date the asset is available for use till the date of disposal.

Gains and losses on disposals are determined by comparing the sale proceeds with the carrying
amounts. These are recorded in the profit and loss account in the period in which they arise.

3.5 Intangible assets

These are stated at cost less accumulated amortisation and impairment losses, if any.
Amortisation is charged using the straight line method over assets estimated useful life at the
rates stated therein, after taking into account residual value, if any. The residual values, useful
lives and amortisation methods are reviewed and adjusted, if appropriate, at each balance sheet
date.

Amortisation on additions is charged from the date the asset is available for use up to the date
the asset is disposed off in accordance with rate specified in respective note of the financial
statements. Gain and losses on disposal of such assets, if any, are included in the profit and loss
account.

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

3.7 Revenue recognition
- Advisory fees are recognized as revenue when the related services are performed.

- Profit on Sukuk Certificates is recognised using effective profit rate method.

- Profit on Musharika arrangements and Investment against repurchase agreement is
recognised under the effective profit rate method based on the amount outstanding.

- Profit / return on deposits is recognised on accrual basis using the effective profit rate
method.

- Income from Shari'ah non-compliant avenues is not recognised in the profit and loss
account and is classified as charity payable.

- Miscellaneous income is recognised on receipt basis.




AWNWAL

MODARABA

3.8

3.8.1

3.8.2

3.9

3.10

3.11

3.12

3.13

Notes to the Financial Statements
For the year ended 30 June 2017

- Capital gain / loss on sale of equity investments is recognised in the profit and loss account
on the date of transaction.

Staff Retirement Benefit

Staff provident fund

The Modaraba provides provident fund benefits to its eligible employees. Equal monthly
contributions are made, both by the Modaraba and the employees, at the rate of 10% of basic
salary and same is charged to profit and loss account when they become due.

Staff gratuity

Modaraba has a policy to provide gratuity benefit to its employees. Gratuity is calculated based
on one month's basic salary drawn for each year of service with the Modaraba.

Leave fair assistance

Modaraba has policy of paying one gross salary to each employee annually as leave fair assistance
which is charged to profit and loss account when it becomes due.

Proposed profit distribution to certificate holders and transfers between reserves

Dividends declared and transfers between reserves are recorded in the period in which the
distribution and transfers are approved.

Earnings per certificate

Basic earnings per certificate is calculated by dividing the profit after taxation for the period by
the weighted average number of certificates outstanding during the period. Diluted earnings per
certificate is determined by adjusting the profit or loss attributable to ordinary certificate holders
by taking into account the conversion of any dilutive potential ordinary certificates.

Segment reporting

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

The Chief Executive Officer is responsible for the Modaraba’s entire product portfolio and
considers the business to have a single operating segment. The Modaraba’s asset allocation
decisions are based on a single integrated investment strategy and the Modaraba’s performance
is evaluated on an overall basis.

Expenses

All expenses are recognised in the profit and loss account on an accrual basis.
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4. BANK BALANCES 30 June 30 June
Notes 2017 2016
(Rupees)

Balances with banks

- in current accounts 4,283 -
- in deposit accounts 4.1 252,804,173 933,524,819
252,808,456 933,524,819

4.1 These balances are held with Islamic Banks and Islamic Banking windows of commercial banks and carry
profit at an average rate of 5.4% (2016: 5.5%) per annum.

5. ACCRUALS, PREPAYMENTS, ADVANCES AND OTHER RECEIVABLES

Accrued profit on Investment against

repurchase agreement 5,172,412 -
Accrued profit on Musharika Finance 2,078,507 25,395

Accrued profit on Diminishing Musharika Finance 4,673,942 -

Accrued profit on Sukuk certificates 873,809 -
Accrued profit on deposit accounts 871,996 4,431,700

Advance against salaries 5.1 28,191 -

Other advance 50,000 -
Prepayments 366,097 220,985
Other receivables 52 - 18,499,462
14,114,954 23,177,542

5.1 This represent expenses incurred by the Modaraba on behalf of respective employees which will be
adjusted against their respective salaries.

5.2 The amount of Rs. 18.4 million included in 'other receivable' has been reclassified as receivable from
related party as the relevant amount has been received by such related party on behalf of the
Modaraba in current year.

6. RECEIVABLE AGAINST ADVISORY FEE

This represents advisory fee receivable from customers in connection with Diminishing Musharika
Finance facilities provided by the Modaraba.

It includes receivable against advisory fee amounting to Rs. 31.5 million which has been securitised by
transfer of 1.673 million shares of the underlying financee company to the Modaraba. As per the
agreement, such shares will be offered to the Sponsor against the due instalment of advisory fee in 24
quarterly instalments. During the year, Modaraba has offered 390,148 shares to the Sponsors for an
amount of Rs. 9.58 million.

The remaining balance of advisory fee amounting to Rs. 39.55 million is secured against lien on debt
collection account of the customer.
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7. INVESTMENT AGAINST REPURCHASE AGREEMENT
30 June 30 June
Notes 2017 2016
(Rupees)
Investment against repurchase agreement - secured 7.1 49,999,975 -
less: current portion of investment (31,999,984) -
17,999,991 -

7.1 On 28 December 2016, the Modaraba has entered into an agreement with the holding company
(financee) for purchase and sale of 301,750 shares of financee's subsidiary company. As per the
arrangement the underlying shares will be offered to the financee company at pre agreed prices
on various offer dates. The shares repurchased by the financee company will come under pledge
with the Modaraba with each divestment transaction on the respective offer dates and will
remain under pledge until complete divestment of all shares. This is a limited time investment.

8. MUSHARIKA FINANCE

Musharika finance - secured 8.1 396,248,948 83,657,848
less: current portion of Musharika Finance (133,320,267) (14,976,517)
262,928,681 68,681,331

8.1 The Modaraba has provided Musharika Finance facilities to various customers for various
purposes. The agreed share in the purchase of the assets between the Modaraba and the
customers ranges from 74% to 97.4% and 2.6% to 26% respectively. The customers have
transferred the titles of the assets in the name of the Modaraba according to the terms of the
agreement, the combined forced sales value of which amounts to 512.86 million. Apart from this,
the Modaraba has obtained various securities against these facilities including personal
guarantees of Sponsors / directors of customers, post dated cheques issued by customers,
hypothecation of fixed assets, movables and receivables amounting in aggregate to Rs. 267
million. Further, in case of one customer, the Modaraba along with related party of the Modaraba
holds 42 million ordinary shares of a scheduled bank as pledge and lien on debt collection
account against respective exposure.

These facilities have various maturity dates up to 15 November 2021. These facilities carry profit
ranging from 3 months KIBOR + 6% to 6 months KIBOR + 5%.

8.2 Contractual rentals receivable on Musharika Finance facilities:

2017 2016
Due within  Due after ~ Dueafter  Total Due within ~ Due after Due after Total
oneyear oneyearbut fiveyears oneyear oneyearbut five years
within five within five
o N years (Rupees) years

Musharika Finance facilities:
- Principal repayments 133,320,267 262,928,681 - 396,248,948 14,976,517 68,681,331 - 83,657,848
- Profit 33,115,418 30,203,509 - 63,318,927 8,928,597 8,219,728 - 17,148,325

166,435,685 293,132,190 - 459,567,875 23,905,114 76,901,059 - 100,806,173

This represents rentals receivable by the Modaraba in future periods in respect of Musharika
Finance facilities given under long term arrangements.
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DIMINISHING MUSHARIKA FINANCE 30 June 30 June
Notes 2017 2016
(Rupees)
Diminishing Musharika Finance - secured 9.1 286,974,209 -
less: current portion of Diminishing Musharika Finance (16,666,670) -
270,307,539 -

During the year, Modaraba has provided Diminishing Musharika Finance facilities to its corporate
customers for the purpose of balance sheet re-profiling. The facilities are secured against various
collaterals which mainly include pari passu hypothecation charge over present and future fixed
assets including plant and machinery and land and building with 25% margin, pari passu
mortgage charges over present and future fixed assets up to an amount of Rs. 119.05 million,
ranking charge of Rs. 50 million over current assets, pledge over Sponsor's shares, mortgage over
personal properties of Sponsors having forced sales value of Rs. 72.23 million, lien on debt
collection accounts of the customers and personal guarantees of the Sponsors, post dated
cheques issued by the customers, and pledge of various equity securities of listed companies
having aggregate market value of Rs. 18.7 million at reporting date.

These facilities have maturity dates up to 20 April 2024 and carry profit ranging from 3 months
KIBOR plus 2.5% to 6 months KIBOR plus 5%.

Contractual rentals receivable on Diminishing Musharika Finance facilities:

2017
Due within Due after Due after Total
one year one year but five years
within five
years
(Rupees)
Diminishing Musharika
Finance facilities

- Principal repayments 16,666,670 230,371,032 39,936,507 286,974,209
- Profit 6,851,382 115,596,941 3,349,530 125,797,853

23,518,052 345,967,973 43,286,037 412,772,062

This represents rentals receivable by the Modaraba in future periods in respect of Diminishing
Musharika Finance facilities given under long term arrangements.

LONG TERM LOANS - considered good, unsecured 30 June 30 June
Notes 2017 2016
(Rupees)
Due from executives 10.1 3,627,412 -
Less: receivable within one year (1,450,622) -
2,176,790 -
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Loans to executives are provided by the Modaraba for the purchase of motor vehicles and
emergency purposes in accordance with the terms of their employment. These loans are interest
free and having tenor of 5 years.

Maximum balance due from employees during the year was Rs. 3.76 million (2016: Nil).

RECEIVABLE FROM RELATED PARTY

This represent receivable from Pak Brunei Investment Company Limited, a related party, against
advisory services provided to the customers of related party.

30 June 30 June
SHORT TERM INVESTMENT Notes 2017 2016
(Rupees)
Held-to-maturity investment:
Investment in Sukuk certificates 12.1 100,000,000 -

This represents 100 privately placed sukuk certificates of Rs. 1,000,000 each issued by investee
company (issuer) through Al-Baraka Bank (Pakistan) Limited, acting as investment agent of the
issuer and have a maturity date of 15 months from the date of issue i.e. 25 November 2017. The
profit on the sukuk will be paid quarterly at the rate of 3 months KIBOR plus 2.5%. The amount of
principal will be paid at maturity of the issue. The fair value of underlying investment as at
reporting date is Rs. 100,610,000. The fair value has been determined using rate notified by the
Mutual Funds Association of Pakistan.

INTANGIBLE ASSET

Cost

Balance as at 01 July - -
Additions 420,731 -
Disposal - -
Balance as at 30 June 420,731 -
Amortisation

Balance as at 01 July - -
Charge for the year 21,899 -
Disposal - -
Balance as at 30 June 21,899 -
Net book value as at 30 June 398,832 -
Annual rate of amortisation 33.33%

This represents purchase of Oracle Database Standard Edition 2 licenses to meet software
application requirements of the Modaraba.
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14. OPERATING FIXED ASSETS

Cost

Balance as at 10 February 2016
Additions

Disposal

Balance as at 30 June 2016

Balance as at 01 July 2016
Additions

Disposal

Balance as at 30 June 2017

Accumulated depreciation
Balance as at 10 February 2016
Charge for the period

Disposal

Balance as at 30 June 2016

Balance as at 01 July 2016
Charge for the year
Disposal

Balance as at 30 June 2017

Net book value as at 30 June 2016
Net book value as at 30 June 2017

Annual Rates of depreciation

15. ACCRUED EXPENSES

Audit remuneration payable
Payable to Tax Advisor
Payable to Shari'ah Advisor

Leave fare allowance and staff medical accrual

Sindh sales tax payable
Provision for Workers' Welfare Fund
Others

Furniture Office Motor Total
and equipment, vehicles
Fittings computer
and allied
equipment
(Rupees)
- 15,000 - 15,000
- 15,000 - 15,000
- 15,000 - 15,000
47,400 1,881,797 1,613,740 3,542,937
47,400 1 797 1,613,74 3,557,937
- 1,458 - 1,458
- 1,458 - 1,458
- 1,458 - 1,458
2,760 242,015 203,949 448,724
2,760 243,473 203,949 450,182
- 13,542 - 13,542
44,640 1 24 1,409,791 _ 3,107,755
20% 33% - 50% 25%
30 June 30 June
Notes 2017 2016
(Rupees)
226,600 190,200
27,000 -
100,000 100,000
2,279,299 616,580
8,541,927 706,417
15.1 3,731,444 580,467
15.2 3,852,162 -
18,758,432 2,193,664
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The Sindh Workers' Welfare Fund Act, 2014 ('the Act') became effective from 21 May 2015 and is
applicable on the Modaraba due to which Modaraba is liable to pay contribution to Workers’
Welfare Fund (WWF) at the higher of the profit before taxation as per the financial statements or
taxable income as provided in its income tax return. However, the Modaraba has filed a petition
challenging the vires of Section 5 of the Act in the Sindh High Court (‘the Court'). Similar petitions
have been filed by other Modarabas and obtained an interim injunction from the Court.
Therefore, management, in consultation with its legal advisor, is confident that similar interim
injunction will be secured by the Modaraba. However, as matter of abundant caution, full
provision in respect of Workers' Welfare Fund has been made in these financial statements.

This includes staff retirement benefit payable amounting to Rs. 1.41 million (2016: Nil).
PAYABLE TO RELATED PARTIES

The Modaraba Management Company is entitled to a remuneration for services rendered to the
Modaraba under provisions of the Modaraba Companies and Modarabas (Floatation and Control)
Ordinance, 1980 up to a maximum of 10% per annum of the net annual profits of the Modaraba.

The management records accrual in respect of remuneration of the Management Company out
of the net annual profit of the Modaraba on the basis of annual audited accounts provided that
90% of the profit available for appropriation is also distributed to the certificate holders of the
Modaraba after setting aside out of the profit of the Modaraba such sums as it thinks proper as
reserve in accordance with the regulatory framework applicable for Modaraba.

CERTIFICATE CAPITAL

Authorised certificate capital

2017 2016 2017 2016
Number of certificates (Rupees)

Modaraba certificates
100,000,000 100,000,000 of Rs. 10 each 1,000,000,000 1,000,000,000

Issued, subscribed and paid-up certificate capital

100,000,000 100,000,000 Modaraba certificates of Rs. 10 1,000,000,000 1,000,000,000
each fully paid in cash

As at 30 June 2017, Awwal Modaraba Management Limited (the Management Company) and Pak
Brunei Investment Company Limited held 10,000,000 (2016: 10,000,000) and 89,803,566 (2016:
89,697,566) certificates of Rs. 10 each respectively.

STATUTORY RESERVE

Statutory reserves represent profits set aside by the Modaraba to comply with the Prudential
Regulations issued by the Securities and Exchange Commission of Pakistan. These regulations
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require the Modaraba to transfer not less than 20% and not more than 50% of its after tax profit
till such time that reserves equal 100% of the paid up capital. Thereafter, a sum not less than 5%
of the after tax profit is to be transferred.

During the current year, the Modaraba has transferred an amount of Rs. 30.88 million (2016:
Rs. 5.69 million) which represents 20% (2016: 20%) of the profit after taxation for the year.

19. COMMITMENTS

On 24 January 2017, the Modaraba had entered into a Musharika Finance Agreement with a
customer for Rs. 30 million out of which Rs. 2.78 million has already been disbursed as disclosed
in note 8 of these financial statements. Further, Diminishing Musharika Finance Facility
sanctioned by the Modaraba which is not drawn by the customer as on 30 June 2017 amounts to
Rs. 0.32 million (2016: Rs. 100 million).

20. ADMINISTRATIVE AND OPERATING EXPENSES

30 June For the period
Notes 2017 from 10 February
2016 to 30 June
2016
(Rupees)

Salaries and other staff benefits 20.1 19,953,239 3,940,427
Amortisation on intangible asset 13 21,899 -
Depreciation on operating fixed assets 14 448,724 1,458
Fees and subscriptions 898,619 559,750
Advertising, travelling and entertainment expenses 550,946 235,164
Telecommunication 151,565 26,353
Postage 13,362 4,295
Repair and maintenance 179,749 9,780
Printing and Stationary 219,526 39,880
Auditor's remuneration 20.2 309,100 190,200
Legal and professional charges 1,571,905 695,363
Insurance 48,983 -
Shared service expense 20.3 5,930,433 -
Other expenses 277,734 1,025

30,575,784 5,703,695

20.1 Salaries and other benefits include Rs. 1.03 million (2016: Rs. 0.28 million) in respect of staff
retirement benefits.
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30 June For the period
2017 from 10 February
2016 to 30 June

Auditor's Remuneration 2016
(Rupees)

Statutory audit fee 175,000 125,000

Half yearly review fee 50,000 -

Fee for review of compliance with the Code of

Corporate Governance 25,000 25,000

Fee for other certifications 20,000 20,000

Sindh Sales Tax 17,600 10,200

Out of pocket expenses 21,500 10,000
309,100 190,200

This represents shared service cost of the Modaraba charged by Pak Brunei Investment Company
Limited (a related party) under a service level agreement.

PROVISION FOR SERVICE SALES TAX ON MANAGEMENT COMPANY'S
REMUNERATION

The Sindh Revenue Board (SRB) has imposed Sindh Sales Tax on the Modaraba Management
Company's remuneration w.e.f 01 November 2011. However, certain other Modaraba
Management Companies have approached Sindh Revenue Board regarding applicability of tax on
management's remuneration which is currently pending for adjudication. In view of pendency of
such matter with SRB, the Modaraba has not paid / discharged modaraba management
company's remuneration and applicable tax. However, the Modaraba as a matter of abundant
caution created a provision against sales tax in these financial statements.

TAXATION

As per Clause 100 of Second Schedule to the Income Tax Ordinance, 2001, the income of a non-
trading modaraba is exempt from income tax provided that they distribute not less than ninety
percent profit to certificate holders out of current year's total profit after making appropriation
for statutory reserves. The Modaraba intends to continue to avail this exemption by distributing
90% of its profits to its certificate holders after making appropriation to statutory reserves for the
year ended 30 June 2017. Accordingly, no provision in respect of current and deferred taxation
has been made in these financial statements.

EARNINGS PER CERTIFICATE - BASIC AND DILUTED

) (Rupees)
Basic
Profit for the year / period after taxation 154,397,866 28,442,871
(Number)
Weighted average number of certificates outstanding
during the year / period 100,000,000 100,000,000
---------------- (Rupee/es) -----------------
Earnings per certificate 1.54 0.28
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Diluted

Diluted earnings per certificate has not been presented as the Modaraba does not have any
convertible instruments in issue as at reporting date which would have any effect on the earnings

per certificate if the option to convert is exercised.

REMUNERATION OF EXECUTIVES AND OTHER EMPLOYEES

2017
Executives Other Total
(Key employees
management
personnel)
(Rupees)
Basic salary 1,656,246 5,444,299 7,100,545
Allowances 745,308 2,449,951 3,195,259
Provident fund 165,624 345,333 510,957
Gratuity fund 139,323 383,548 522,871
Contribution to Employees' Old Age Benefit 7,800 52,650 60,450
Other benefits 2,204,787 6,358,370 8,563,157
4,919,088 15,034,151 19,953,239
(Number)
Number of employees as at 30 June 2017 1 9 10
2016
Executives Other Total
(Key employees
management
personnel)
(Rupees)
Basic salary 602,110 1,632,873 2,234,983
Allowances 270,949 734,793 1,005,742
Provident fund 60,211 94,841 155,052
Gratuity fund 50,776 76,859 127,635
Contribution to Employees' Old Age Benefit 3,048 11,331 14,379
Other benefits 193,780 208,856 402,636
1,180,874 2,759,553 3,940,427
(Number)
Number of employees as at 30 June 2016 1 5 6
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FINANCIAL RISK MANAGEMENT

The Modaraba has exposures to the following risks from its use of financial instruments:
- Market risk

- Credit risk

- Liquidity risk

The Board of Directors of the Management Company have overall responsibility for the
establishment and oversight of Modaraba risk framework including developing and monitoring
the Modaraba risk management policies.

Market Risk

Market risk is the risk that changes in market price, such as foreign exchange rates, interest rates
will effect the Modaraba's income or the value of its holdings of financial instruments. The
objective of market risk management is to manage and control market risk exposures within
acceptable parameters, while optimizing the return. The Modaraba is exposed to currency risk,
profit rate risk and price risk.

Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates. The Modaraba, at present, is not exposed
to currency risk as all transactions are carried out in Pak Rupees.

Profit rate risk

Profit rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in the market profit rates. The Modaraba has adopted appropriate
policies to minimise its exposure to this risk.

As at 30 June 2017, the Musharika Facilities are exposed to profit rate risk as detailed in Note 8
and 9 to these financial statements.

Sensitivity analysis for variable rate instruments

In case of 100 basis points increase / decrease in profit rates on the last repricing date of variable
rate instruments with all other variables held constant, the net profit of the Modaraba will be
higher / lower by Rs. 956,676 (2016: Rs. 2,292). The composition of the Modaraba's portfolio of
financial instruments and profit rates are expected to change over time. Therefore, the sensitivity
analysis prepared as of 30 June 2017 is not necessarily indicative of the effect on the Modaraba's
profit and loss and reserves due to changes in profit rates.

There are no fixed rate financial instruments at 30 June 2017 accounted for at fair value by the
Modaraba which exposed it to profit rate risk.
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Other price risk

Other price risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market prices (other than those arising from profit 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 instruments traded in the market.
As at 30 June 2017, the Modaraba does not hold any instruments which exposed it to price risk.

25.2 Credit Risk

Credit risk is the risk of financial loss to the Modaraba if the counterparty to a financial instrument
fails to meet its contractual obligations. The risk is generally limited to principal amounts and
accrued interest thereon, if any. The Modaraba's policy is to enter into financial contracts in
accordance with the internal risk management policies and the requirements of the Modaraba
Rules and Regulations. The carrying amount of respective financial assets represents the
maximum credit exposure at the reporting date.

30 June 30 June
2017 2016
(Rupees)
Bank balances 252,808,456 933,524,819
Accruals and other receivables 13,670,666 22,956,557
Receivable against advisory fee 71,046,395 -
Investment against repurchase agreement 49,999,975 -
Musharika Finance 396,248,948 83,657,848
Diminishing Musharika Finance 286,974,209 -
Receivable from related party 1,024,309 -
Short term investment 100,000,000 -
Long term deposit 75,000 75,000

1,171,847,958 1,040,214,224

Bank balances

The Modaraba maintains balances with banks having reasonably high long term credit ratings
which are summarized as follows:

A+ 399,256 392,447
AAA 173,691,721 765,281,559
AA- 78,713,196 167,850,813

252,804,173 933,524,819
Advisory fee

Advisory fee is to be recovered in cash and against tender of shares of the financee Company
pledged with Modaraba as collateral.
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Short Term Investment

This represent investment in Sukuk certificates. At reporting date, the rating of underlying
security is A+ as mentioned in the Mutual Funds Association of Pakistan valuation sheet and the
exposure is performing security.

Musharika Finance, Diminishing Musharika Finance and Investment against repurchase agreement

The Modaraba's policy is to enter into financial contracts in accordance with the internal risk
management polices and the requirements of the Prudential Regulations (PRs) for Modarabas
issued by the SECP. The Modaraba aims to manage its credit risk exposure through
diversification of its Musharika arrangements to avoid undue concentration of risks with
individuals or groups of customers in specific locations or businesses. Credit risk is further
mitigated through proper due diligence, appropriate transaction structuring and adequate
collateralization of the exposure. In addition, the risk is mitigated through adequate insurance
coverage of the assets under charge of the Modaraba. The respective collateral details against the
Modaraba's exposure is detailed in respective notes of financial assets.

Investment against repurchase agreement is secured against the shares held as collateral. The
shares purchased will come under pledge with the Modaraba with each divestment transaction
on the respective offer dates, and these shares being incrementally pledged will remain under
pledge until complete divestment of all shares.

Long term deposit

This represents security deposit maintained with the Central Depository Company of Pakistan
Limited. Such deposit is refundable upon termination of services and management does not
expect significant credit risk to arise thereagainst.

Past due and impaired assets

No financial assets carried at amortized cost were past due or impaired either as at 30 June 2017
or at 30 June 2016.

Concentration of credit risk

Concentration of credit risk exists when changes in economic or industry factors affect groups of
counterparties whose aggregate credit exposure is significant in relation to the Modaraba's total
credit exposure. Concentration of credit risk indicate the relative sensitivity of the Modaraba's
performance to developments affecting a particular industry.

The Modaraba manages credit risks and its concentration through diversification of activities to
avoid undue concentration of risk with individuals, groups or specific industry segments. For this
purpose, the Modaraba has established exposure limits for geographical and industrial sectors.

Details of the Modaraba’s concentration of credit risk of financial instruments by industrial
distributions are as follows:
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Sectors 30 June 2017 30 June 2016
(Rupees) % (Rupees) %

Cable & Electrical Goods 344,450,065 29.39% - 0%
Banks 253,680,452 21.65% 937,956,519 90%
Food and Allied 300,849,149 25.67% - 0%
Engineering 214,066,944 18.27% 83,683,243 8%
Pharmaceutical 55,172,388 4.71% - 0%
Security Services 2,529,651 0.22% - 0%
Others 1,099,309 0.09% 18,574,462 2%

1,171,847,958 100.00% 1,040,214,224 100%

25.3 Liquidity risk

Liquidity risk is the risk that the Modaraba will encounter difficulty in meeting its financial
obligations as they fall due. Liquidity risk arises because of the possibility that the Modaraba will
be required to pay its liabilities earlier than expected or will face difficulty in raising funds to meet
commitments associated with financial liabilities as they fall due. 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 following are the
contractual maturities of financial liabilities:

30 June 2017
Carrying Contractual cash Upto Over 1 month to 3 Over 3
amount flows 1 month months months to
1vyear
(Rupees)
Financial liabilities
Accrued expenses 6,485,061 (6,485,061) 675,809 253,600 5,555,652
Payable to related parties 5,037,388 (5,037,388) - 5,037,388 -
11,522,449 (11,522,449) 675,809 5,290,988 5,555,652
30 June 2016
Carrying Contractual cash Upto Over 1 month to 3 Over 3
amount flows 1 month months months to
1year
(Rupees)
Financial liabilities
Accrued expenses 1,613,197 (1,613,197) 1,338,470 150,000 124,727
Payable to related parties 12,414,540 (12,414,540) - 12,414,540 -
14,027,737 (14,027,737) 1,338,470 12,564,540 124,727
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The table above shows the undiscounted cash flows of the Modaraba's financial liabilities on the
basis of their earliest possible contractual maturity or settlement.

25.4 Financial instruments by category

Assets
Bank balances
Accruals and other receivables

Receivable against Advisory Fee
Investment against repurchase agreement

Musharika Finance
Diminishing Musharika Finance
Long term loans

Receivable from related party
Short term investment

Long term deposit

Liabilities
Accrued expenses
Payable to related parties

Assets

Bank balances

Accruals and other receivables
Musharika Finance

Long term deposit

Liabilities
Accrued expenses
Payable to related parties

30 June 2017
Loans and . Other financial Other financial
Held to maturity
receivables assets liabilities
(Rupees)

252,808,456 - - -
13,670,666 - - -
71,046,395 - - -
49,999,975

396,248,948 - - -

286,974,209 - - -

3,627,412 - - _
1,024,309 - - -
- 100,000,000 - -
75,000 - - -
1,075,475,370 100,000,000 - -
- - - 6,485,061
- - - 5,037,388
- - - 11,522,449
30 June 2016
Loans and Held to Other financial Other financial
receivables maturity assets liabilities
(Rupees)

933,524,819 - - -
22,956,557 - - -
83,657,848 - - -

75,000 - - -
1,040,214,224 - - -
- - - 906,780
- - - 12,414,540

13,321,320
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26 CAPITAL MANAGEMENT

The Modaraba’s prime objective when managing capital is to safeguard the Modaraba’s ability to
continue as a going concern so that it can continue to provide optimum returns to its certificate
holders and benefits of other stake holders and to maintain a strong capital base to support the
sustained development of its businesses.

The Modaraba manages its capital structure by monitoring return on net assets and makes
adjustments to it in the light of changes in economic conditions. In order to maintain or adjust the
capital structure, the Modaraba may adjust the amount of profit paid to certificate holders or
issue new certificates.

The Modaraba is not subject to externally imposed capital requirements.
27. FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date.

Fair values are categorized into different levels in a fair value hierarchy based on the inputs used
in the valuation techniques as follows:

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

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

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

If the inputs used to measure the fair value of financial asset fall into different levels of the fair
value hierarchy, then the fair value measurement is categorized in its entirety in the same level of
the fair value hierarchy as the lowest level input that is significant to the entire measurement.

Fair values of financial assets that are traded in active markets are based on quoted market
prices. For all other financial instruments the Modaraba determine fair values using valuation
techniques unless the fair value cannot be reliably measured.

For assets that are recognised in the financial statements at fair value on a recurring basis, the
Modaraba recognises transfers between levels of the fair value hierarchy at the end of the
eporting period during which the change has occurred. There were no transfers between
different levels of fair values mentioned above.

The table below shows the carrying amounts and fair values of a financial asset and financial
liability including their fair value hierarchy for financial instruments measured at fair value. It does
not include the fair value information of financial assets and financial liabilities not measured at
fair value if the carrying amount is reasonable approximation of fair value.
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30 June 2017
Carrying amount / cost Fair value
Held-to- Loans and Other Level 1 Level 2 Level 3
maturity  receivables financial
liabilities
(Rupees)
Financial assets not
measured at fair value
Bank balances - 252,808,456 - - - -
Accruals and other receivables - 13,670,666 - - - -
Receivable against advisory fee - 71,046,395 - - - -
Investment against repurchase agreement - 49,999,975 - - - -
Musharika Finance - 396,248,948 - - - -
Diminishing Musharika Finance - 286,974,209 - - - -
Long term loans - 3,627,412 - - - -
Receivable from related party - 1,024,309 - - - -
Short term investment 100,000,000 - - - - -
Long term deposit - 75,000 - - - -
Financial liabilities not
measured at fair value
Accrued expenses - - 6,485,061 - - -
Payable to related parties - - 5,037,388 - - -
30 June 2016
Carrying amount / cost Fair value
Held-to- Loan and Other Level 1 Level 2 Level 3
maturity ~ receivables  financial
liabilities
(Rupees)

Financial assets not
measured at fair value
Bank balances - 933,524,819 - - - -
Accruals and other receivables - 22,956,557 - - - -
Musharika Finance - 83,657,848 - - - -
Long term deposit - 75,000 - - - -
Financial liabilities not
measured at fair value
Accrued expenses - - 906,780 - - -
Payable to related parties - - 12,414,540 - - -
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For financial assets and financial liabilities not measured at fair value, management consider that
their carrying amounts approximate fair value because of their short term nature and credit
quality of counterparties. For Investment against repurchase agreement, Musharika Finance and
Diminishing Musharika Finance including investment in Sukuk Certificate, management considers
that their carrying amount approximate fair value as the transaction is entered in to at negotiated
rate considering market prevailing rates and also assessing credit standings of counterparties.

RELATED PARTY TRANSACTIONS

The related parties of the Modaraba comprise of the Management Company and its Holding
Company, other associated companies, staff retirement funds, Directors and Key Management
Personnel. Transactions with related parties are carried out at agreed rates.

Key management personnel are those persons having authority and responsibility for planning,
directing and controlling the activities of the Company. The Modaraba considers its Chief
Financial Officer to be its key management personnel. There are no transactions with key
management personnel other than their terms of employment / entitlement.

Transactions and balances with related parties during the year other than those disclosed
elsewhere in the financial statements are given below:

. . . . 30 June 30 June

Details of the transactions with related parties 2017 2016
R

Pak Brunei Investment Company Limited (Rupees)
- Holding company of the Management company
Advisory fee income 42,500,000 8,442,982
Shared service expense 5,930,433 -
Other expenses 541,857 296,281
Pre-operational expenses paid on behalf of the Modaraba - 20,194,849
Reimbursement of salaries and other benefits - 3,618,662
Awwal Modaraba Management Limited
- Management Company
Management Company's remuneration 20,071,048 3,734,380
Pre-operational expenses paid on behalf of the Modaraba - 500,000
Amounts outstanding as at year end
Pak Brunei Investment Company Limited
- Holding company of the Management company
Receivable balance in respect of advisory services - net 1,024,309 15,000,000
Payable balance against expenses paid on behalf of the Modaraba - 8,332,104
Awwal Modaraba Management Limited
- Management Company
Payable balance against Management Company's remuneration - net 5,037,388 4,082,436

Staff retirement benefits funds
Contribution payable to staff provident fund 1,021,914 -

Contribution payable to staff gratuity fund 389,161 -
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29. CORRESPONDING FIGURES

Corresponding figures have been rearranged or reclassified wherever necessary for the purpose
of comparison and better presentation. There were no major reclassifications in these financial
statements in the current year.

30. DATE OF AUTHORISATION

These financial statements were authorised for issue on 18 August 2017 by the Board of
Directors of the Management Company.

For Awwal Modaraba Management Limited
(Management Company)

-

- = (2

Chief Executive Officer Director Director
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Notice of Annual Review Meeting

Notice is hereby given that the 2nd Annual Review Meeting of certificate-holders of Awwal Modarabawill
be held on Tuesday, 17 October 2017 at 03:00 p.m. at the Registered Office of Awwal Modaraba
Management Limited situated at Horizon Vista, Plot No. Commercial 10, Block No. 4, Scheme No.5
Clifton, Karachi, to review the performance of the Modaraba for the year ended 30 June 2017.

On behalf of the Board

=

Rahaila Aleem

Company Secretary

Awwal Modaraba Management Limited
Managers of Awwal Modaraba

25 September 2017

Karachi

Notes:

1. The certificate transfer books shall remain closed from Saturday, 07 October 2017 to Tuesday,
17 October 2017 (both days inclusive). Transfers received in order at the office of the Registrar of
Awwal Modaraba i.e. M/sTHK Associates (Pvt.) Ltd., before the close of business hours on Friday,
06 October 2017 will be treated as in time for the purpose of entitlement to dividend to the
transferees and to attend the Annual Review Meeting.

2. The Certificate holders are advised to notify change in their address, if any, to the Share
Registrars, M/s THK Associates (Pvt.) Ltd, at 1st Floor, 40-C, Block 6, PECHS Karachi — 75400,
Telephone No: 021-111-000-322, Fax No: 021-34168271.

3. For attending the Meeting:

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

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

4, In terms of Securities and Exchange Commission of Pakistan's (SECP) S.R.O. 634 (I)/ 2014, the
Annual Report for the year ended 30 June 2017 will also be placed on Modaraba's website
simultaneously with the dispatch of the same to the certificate holders.

5. Deduction of withholding tax on the amount of Dividend

The Government of Pakistan through Finance Act, 2014 has made certain amendments in section 150 of
the Income Tax Ordinance,2001 whereby different rates are prescribed for deduction of withholding tax
on the amount of dividend paid by the companies. Further, the Government of Pakistan through Finance
Act, 2017 has revised the withholding tax rates for tax year 2017-2018 as under:

(a) Rate of tax deduction for the filer(s) of income tax returns: 15%
(b) Rate of tax deduction for the non-filer(s) of income tax returns: 20%
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To enable the company to make tax deduction on the amount of cash dividend @ 15% instead of
20%, all the certificate holders whose names are not entered into the Active Tax-payers List (ATL)
provided on the website of FBR, despite the fact that they are filers, are advised to make sure that
their names are entered into ATL before the start of closed period (referred above) otherwise
tax on their cash dividend will be deducted @20% instead of 15%. For any query/problem/
information, the Certificate holders may contact the Share Registrar at 1st Floor, 40-C, Block 6,
PECHS Karachi — 75400, Telephone No: 021-111-000-322, Fax No: 021-34168271.

The corporate certificate holders having CDC accounts are required to have their National Tax
Number (NTN) updated with their respective participants, whereas corporate physical certificate
holders should send a copy of their NTN certificate to the Company or its Share Registrar. The
certificate holders while sending NTN or NTN certificates, as the case may be, must quote
company name and their respective folio numbers.

Certificate holders seeking exemption from deduction of income tax or are eligible for
deduction at a reduced rate are requested to submit a valid tax certificate or necessary
documentary evidence as the case may be. Certificate holders desiring non-deduction of zakat
are also requested to submit a valid declaration for non-deduction of zakat.

6. Dividend Mandate

As per Section 242 of the Companies Act, 2017 (the "Act"), the payment of cash dividend
through electronic mode has now become mandatory. However, as per Circular No. 18/2017
dated 01 August 2017, the Securities and Exchange Commission of Pakistan has granted one
time relaxation till 31 October 2017 to comply with the said requirement. Therefore, all the
certificate holders of Awwal Modaraba are hereby advised to provide dividend mandate of their
respective banks in the “Dividend Mandate Form” available on Company’s website. Certificate
holders maintaining shareholding under Central Depository System (CDS) are advised to submit
their bank mandate information directly to the relevant participant / CDC Investor Account
Service. For more information, you may contact our share registrar at THK Associates (Private)
Limited: 1st Floor, 40-C, Block 6, PECHS Karachi — 75400, Telephone No: 021-111-000-322,
Fax No: 021-34168271.

7. Withholding tax on dividend in case of Joint Account Holders
All certificate holders who hold certificates jointly are requested to provide shareholding

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

Folio No. Principal Certificate holder Joint Certificate holder

/ CDC Total
Account No. | Certificates

Name and | Certificate holding Proportion | Name and | Certificate holding Proportion
CNIC No. | (No. of certificates) CNIC No. | (No. of certificates)

The required information must reach our Share Registrar before the close of business on Friday,
06 October 2017; otherwise it will be assumed that the certificates are equally held by Principal
certificate holder and Joint-holder(s).

8. As per the directives issued by the Securities and Exchange Commission of Pakistan (“SECP”)
vide S.R.0.787(1)2014 dated 08 September 2014, companies are allowed the circulation of
Audited Financial Statements along with Notice of Annual Review Meeting to their certificate
holders through email. Certificate holders who wish to receive Modaraba’s Annual Report via
email in future arerequested to fill the consent form (available at Awwal Modaraba website)
and return it to our Share Registrar at 1st Floor, 40-C, Block 6, PECHS Karachi — 75400, Telephone
No: 021-111-000-322, Fax No: 021-34168271.
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DIVIDEND MANDATE FORM

Date:

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

1. Name of shareholder/certificate holder:

2. Folio number:

3. Postal Address:

4, Contact number:

5. Name of Bank:

6. Bank Branch & full mailing address:

7. Title of Bank Account:

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

9. IBAN Number (complete with code):

10. CNIC No. (attach copy) :

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

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

INDIVIDUAL CERTIFICATE HOLDER(S)

CNIC No.
Signature (copy attached)
CORPORATE ENTITY

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

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