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Social values of Islam provide the faithful
with a large measure of spiritual peace
and serenity, and this contentment can be
reaped while pursuing business
aspirations within the confines of Islamic
law. We visualize creating an institution
where society can seek a just and fair
advantage from the richness of Islamic

system of trade finance.
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FIRST PAK MODARABA

DIRECTORS’ REPORT

The Board of Directors of KASB Invest (Private) Limited, the Management Company of First Pak Modaraba are
pieased to present the Annual Report of First Pak Modaraba together with Audited Accounts and Auditors’ Report
thereon for the year ended 30th June 2015 before the cerlificate holders. This is the second financial year after
KASB Invest (Private) Limited took over management of the Modaraba.

KEY OPERATING / FINANCIAL HIGHLIGHTS

{Rupees in millions)

Year ended ) June 30,2015  June 30, 2014
Total Income from Operations 8.802 6.877
Operating Expensas (5.188) (3.696)
Unrealized Gain / {Loss) on Re-measurement of Investment 0.133 (0.589)
Permanent Diminution in value of available for sale investments - (4.875)
Provision against doubtiu! receivables - (13:362)
Net Profit/(Loss) 1.557 (15.656)
Eaming /{Loss) per Medaraba Cerlificate (Rs.) 0.12 (1.25)

Review of Operations:

Dividend:

The Board of Directors is pleased to anncunce s cash dividend @ 0.9% (Re 0.02 per certificate) for the year
ended June 30, 2015 to the certificate holders of First Pak Modaraba.

During the year ended on 30th June 2015, the overall operating performance of the First Pak Modaraba reflects
management commilment towargs the good standing, sustainability and growth of the Medaraba. The Net profit
for the year was Rs. 1.557 million recorded as against Ioss of Rs. 15.656 million last year which is a major braak
through and & signof a committed stewardship. The earning per Modaraba Certificate stands at Re. 0.12 during
the year as against the loss of Re.(1.25) during last year. Operating expenses wers Rs. 5188 million as cornpared
to Rs. 3.696 million last year.

No provision against receivables were booked in the current year as compared to 3 provision of 13.362 million
charged last year. However, there are impediments far recovery due to non avaliibility of records and short falls
in security documents of credits handed over from the previcus management

The management is committed towards continugus improvement of the operating and financia! performance
of the Modaraba for its long term sustainabillty and to meet the expectations of the stakeholders especially the
Certificate holders. i

Sharia Compliance and Sharia Audit Mechanism

The Board is commitied to comply with the requirements of circular No. 0B of 2012 Shari'ah Compliance and
Shariah Audit Mechanism for Modarabas under the direction of its Sharia Advisor

Corporate and financial reporting framework

The Board of Directors is fully aware of its duties & respensibilities under Code of Corporate Governance issued
by Securities & Exchange Commission of Pakistan

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

b. Proper books of account of the Modaraba hava been maintained.

c. Appropniate accounting policies have been consistently applied in preparation of financial statements
and accounting estimates are bassed on reasonable and prudent judgment.
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d. International Financial Reporting Standards, as applicable in Pakistan, have been followed in
preparation of financial statements and any departure thera frem has been adequately disclosed.

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

. There are no significant doubts upon the Modaraba's ability {o continue as a going concern.

g There has been no material departure from the best practices of corporate govemnance, as delailed
in the listing regulations except for those reported in Auditors’ review report on compliance of code
of corporate govermnance.

h.  The Modaraba operales a provident fund for its permanent employees having value of Rs. 480,745/~
as on June 30, 2015,

. Key operating and financial data of last six years in a summarized form is annexed.

|- During the year three meetings of Board of Direclors were held, Beiow is the summary of attendance
by the direclors in the Board mestings

S.No Name of Director Meetings attended
1 Syed Waseem ul Hag Haggle 3
2 Mr. Farrukh Shauket Ansari 3
3 Syed Muhammad Rehmanullah 3
4 Mr. Rashid K. Siddiqui (CEQ) 3

k. The Statement of pattern of cariificate holding of the Modaraba as at 30th June 2015 as per code
of corporate governance is annexed.

Compliance with Code of Corporate Governance

Statement of compliance with the Code of Corporate Governance is annaxed with the financial statements for
the year ended June 30, 2015.

Future Outlook

The management of the Modaraba is keen 1o lend to selected good quality clients. Since there are no financial
obiigations and as a result no financial costs, this heips the Modaraba to offer tending at very compstitive rates
to good quality clients with financially sound footing. The current economic situation, alongwith a very competitive
environment fer Islamic financial products, has resulled in a very challenging eullook for the Modaraba, The
Management of your Modaraba is proactively studying available options which would best protect and preserve
certificate holders' interest in the future, We are making all possible efforts Lo do the best to augment the system
and special emphasis are being piaced on recoveries and careful risk assessment to safeguard any adverse
impact in future. New products and services are being explored to enhance our business generating activities.

We are fully geared to achieve betier resuit and te regularly pay progressive rate of return o the certificate
holders of the Modaraba.

The Medaraba also intends to increase its efforts for the recoveries from the defaulted dients through increased
interaction & negotiation and expediting & accelerating legal recourse. This will result in increased liquidity and
profitability through reversal of provisions. '
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Auditors

On the recommendation of Audit Committee, the Board has approved the re-appaintment of M/s Avais Hyder
Liaguat Nauman, Chartered Accountants, as the statutory auditors for the year ended June 30, 2016, subject
fo approval by the Regisirar Modaraba.

Acknowledgement:

The Board of Directors would like to thank for continuous guidance and support extended by the Registrar
Modaraba, Securities and Exchangs Commission of Pakistan, the Karachi, Lahore and Islamabad Stock
Exchanges. The Board is also thankful to its valued customers, Certificate Holders for reposing their confidence
in the Management of the Modaraba.

For & on behalf of the Board of Direclors

(-

Karachi. Syed Waseem-ul-Hag Haggie
Dated: October 07, 2015 Chairman
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Summary of key Operating and Financial data of the

Year ended June 30

v RUPEES in million..

Modaraba for last six years.

Year 2015 2014 2013 2012 2011 2010

Paid up Capital 125.400 | 125.400 | 125400 125400 | 125400 | 125400
Siatutory Reserve 25.028 24.717 24.717 24,325 23.948 21.262
Cerfificate Holders® Equity 60,738 59.182 73.305 72.853 75.983 66.312
Certificate 12.540 12.540 12.540 12540 12540 12.540
Current Liabilities 5.955 8.031 5.366 5428 5478 4.939
Non-Current Assets 5.585 10.087 0.494 2030 1.956 1.717
Current Assels 61.108 57.125 78178 76.537 79.97 69.968
Profit!{Loss) after taxation 1.557 | (15.656) 1.957 1.886 13432 6.899
Eaming/(Loss) per Certificate (Rs.) 0.12 (1.25) 0.16 0.15 1.07 0.55
Dividend (%) 0.9% Nil 1.2% 12% 4% 3%
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STATEMENT OF COMPLIANCE WITH THE CODE OF
. CORPORATE GOVERNANCE
YEAR ENDED JUNE 30, 2015

This statement is being presanted to comply with the Code of Corporate Governance
(the CCG) contained in the Regulation No.35 of listing regulations of Karachi Stock
Exchange Limited, Lahore Stock Exchange Limited & Islamabad Stock Exchange
Limited, for the purpose of establishing a framework of goed governance, whereby
a listed company is managed in compliance with the best practices of corporate
governance.

Regardiess of the fact that KASB Invest (Private) Limited, the management company
of the First Pak Modaraba (the Modaraba), is a Private Limited Company, the Board
of Directors of managemant company are pleased to confirm that the Code of
Corporate Governance is being complied with in all material respects. Modaraba
Management Company (hereafter referred as Company) has applied the principles
contained in the Code in the following manner

1. The Modaraba Management Compny encourages representaticn of independent
non-Executive directors. At present the Board includas:

Category Names

Independent Direclors Mr. Furrukh S:Ansari
Syed Waseem-ul-Haq Hagge
Syed Muhammad Rehmanullah

Exscutive Directors Mr. Rashid K. Siddiqui

2. The Directors have confirmed that none of them is serving as a director in more
than seven listad 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 DFi or an
NBFI or being a member of a stock exchange, has been deciared as a defaulter by
the stock exchange.

4, No casual vacaney occurred on the Board during the year

5. The Company has prepared & "Code of Conduct” and has ensured that appropriate
steps have bsen taken io disseminate it throughout the Modaraba along with its
supporting policies and procedures,

6. The Board has developed a vision and mission statement, overall corporate
strategy and significant policies of the Modaraba . A comiplete record of particulars
of significant pelicies along with the dates on which they were approvad 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 CEC. other Executive and Non- Executive
Direclors have been taken by the Board.

B. The meetings of the Board were presided by the Chairman. The Board mel alleast
once in-avery quarter. Written notices of the Board Meetings, along with agenda and
working papers, were circulaled at least seven days before the mestings The minutes
of the meetings were appropriately recorded and circulated
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8. Two Directors are certified and one director is exempted from the Director's training
program by virtue of his experience as prescribed by SECP in the CCG.

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

11.The Directors' Report for this period has been prepared in compliance with the
requirements of the CCG and fully describes the salient matters required fo be
disclosed.

12. The financial statements of the Modaraba were duly endorsed by CEO and GFO
before approval of the board.

13. The Directors, CEO and executives do not hold any interest in the certificates
of the Modaraba other than that disclosed in the pattern of shareholding,

14, The Modaraba has complied with all the major corporate and financial reporting
requirements to the CCG. All related parties transactions has been reviewed and
approved by the Board and are carried out as per agreed terms.

15. The Board has formed an Audit Committee. It comprises three members; of
whom all are independent Directors.

16. The meetings of the Audit Committee was held prior to approval of final result
of the Modaraba. The terms of reference of the commitiee have been formed and
advised to the committee for compliance.

17. The board has formed an HR and Remuneration Committee. It comprises three
members, of whom all are independent directors.

18. The Modaraba has sefup an effective internal audit function 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 Institute
of Chartered Accountants of Pakistan, 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 Institute of
Chartered Accountants of Pakistan.

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.
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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 stock exchanges.

23. We confirm that all other material principles contained in the CCG have been

complied with.

For & on behalf of the Board of Diractors
Karachi. Syed Waseem-ul-Haq Haggie
Dated: October 07, 2015 Chairman
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RSM Avais Hyder Liaquat Nauman
Chartared Accountants

T:+52 (21) 3565587561 F +82 (21) 35655077
W e 2hin, comi pe

REVIEW REPORT TO THE MEMBERS ON 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 Corperate
Governanca (the Code) prepared by the Board of Direstors of KASB Invest (Private) Limited (the Management
Company) for the year ended June 30, 2015 to comply with the requirements of fisting regulation Ne. 35(Chapter
X1) of the Karachi Stock Exchangs Limited. Lahore Stock Exchange Limited and Islamabad Stock Exchange
Limited where the Modaraba is listed

The responsibility for compliance with the Code is that of the Board of Directors of the Management Company.
Our responsibility is to review, to the extent where such compliance can be objectively verified, whether the

tement of Compliance reflects the status of the Modaraba's compliance with the provision of the Code and
report if it does not and to highlight any non-cempliance with the requirements of the Code. A review is limited
primarily to inguiries of the Management Company’s personnel and review of various documents prepared by
the Management Company 1o comply with the Code:

As 2 part of our audit of financial statements we are required to obtain an understanding of the accounting and
internal control system 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 risk and controls or to form
an opinien on the effectiveness of such internal controls, the Management Company's corporate governance
procedures and risks.

The Code requires the Management Company to place befare the Audit Committee, and upon recommeandation
of the Audit Committee, place bafore the board of Directors ot their review and approval its relgted party transactions
distinguishing between transactions carried out on terms equivalent 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 the approval of the related party transactions by the Board of Directors upon recommendation of the Audit
Committee. We have not carried out any procedures fo determine whether the related party transactions were
underiaken at arm’s length price or not. E

Other Offices at:
Lahore - 02(47) 3587 273143
isamabad  :92(51) 211 40068

REM Awais Hyder Lisnuat Nauman & 2 member of the FISM petwork. Each mermber of Paghawar '92{91.537331352??295

the RSM network i an independsnt accaunting and advisory fitm which practices in Ouetiz | 52(81) 287 9300
it own right. The RSM natwork is not el @ s2perate fegal entity in any junisdiction Kabul | B3(799) 055135
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Based on our review, nothing has come 1o our attention which causes us to believe that the Statement

ct the Management Company's compliance, in all materials

of Compliance does not appropriately refle
d in the Code as applicable to the Medaraba, for the year

respects, which the best practices containe
ended June 30, 2015.

R O
Chartered Accountants

Karachi.
Dated: October 7, 2015

Engagement Partner: Adnan Zaman
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RSM Avais Hyder Liaquat Nauman
Chartared Acoauntatits

AUDITORS' REPORT TO THE
407, Baaumont Road,

CERTIFICATE HOLDERS ngrmm Prars,

T 402 (21) 356550975-6 | - +82 (21) 3565-3877

W www.ahin.com.pk
We have audited the annexed Balance Shee! of FIRST PAK MODARABA as al June 30, 2015 and the refated
profit and loss account, cash flow statement and staterment of changes in equity together with the notes forming
part thereof (hereinafier referred to as the financial statements), for the year then ended and we state that we
have oblained all the information and explarations which, 1o the best of our knowledge and belief, were necessary
for the purposes of our audit.

These financial statements are the Modaraba Company's (KASB Invest (Private; Limited) responsibility who is
also responsible to establish and maintain a system of internal control, and prepare and present the above said
statements in conformity with the approved accounting standards as applicable in Pakistan and the requirements
of the Modaraba Companies and Modaraba (Floatalion and Control) Ordinance, 1980 (XXXI of 1880), 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 parform the audit to oblain reasonable assurance about whether the financial statements
are free of any material misstatement An audit includes examining on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting policies
and significant estimates made by the Modaraba Company, as well as, evaluating the overall prasentation 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 Modarzba Cempany in respect of
First Pak Modaraba as required by the Modaraba Companies and Modaraba (Floatation and Control)
Ordinance, 1980 (XXX of 1980), and the Modaraba Companies and Medaraba Rules, 1881,

{b) in our opinicn:
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.,
1880 (>OCX! 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 accounting policies consistently applied;

ii. the expenditure incurred during the year was for the purpose of the Modaraba's business; and

Other Offices at:

Lahore : 82(47) 3557 7731-3

islamabad :BN51) 211 40968

Rawalpindi : B2(51) 5183135

Faisatabad + 82(41) B54 1185/854 1365

Awaic Hder Liaqual Nauman 15 5 member of the RSM network. E2ch member of Pashawar :82{91) 527 8310/527 705

ﬂ'eRShtnﬁMrkﬁanNepenﬁemm and advisory firm which practices in Cusla : B2(B1) 282 8808
ISwm:qMTrveRSMnMsmmseassaoemhgdmﬁtymwmﬁum Kabul 1 83(729) 058155
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(c)

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

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 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, 1880 (XXX of 1980), and the
Medaraba Companies and Modaraba Rules, 1981, in the manner so required and respectively
give a true and fair view of the state of the Modaraba's affairs as at June 30, 2015 and of the
profit, its cash flows and changes in equity for the year then ended; and

(d) in our opinion, no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980
(XVill of 1980).
Other matter

The financial statements of the Modaraba for the year ended June 30, 2014 were audited by another firm
of chartered accountants who expressed unmodified opinion on the financial statements of the Modaraba
for the year ended June 30, 2014 vide their audit report dated April 24, 2015.

Chartered Accountants

Karachi.

Dated: October 7, 2015

Engagement Partner. Adnan Zaman
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SHARIAH ADVISOR’S REPORT

| have reviewed the affairs of First Pak Modaraba managed by KASB Invest
(Private) Limited for the Year ended June 30, 2015 in accordance with the
reguirements of the Circular No.8 of 2012, issued by the Securities and Exchange
Commission of Pakistan, regarding Shariah Compliance and Shariah Audit
Mechanism for Modarabas.

SHARIAH COMPLIANCE:

The Modaraba effectively has a mechanism to strengthened the Shariah compliance,
in letier and spirit and the systems, procedures and policies adopted by the Modaraba
are in line with the Shariah principles;

REVIEW OF OPERATIONS:

Based on my review following were the major activities / developments in respect
of Shari‘ah that took place during this period:

BANK ACCOUNTS:

Modaraba does not maintain any saving account with conventional banks. For
investment and operational purpese. First Pak Modaraba is operating the Bank
accounts only which are maintained with Islamic Banks.

INVESTMENTS IN ISLAMIC FUNDS

Medaraba has made its investment in Islamic products with Islamic Banks and Islamic
Funds.

DIVIDEND PURIFICATION :

Modaraba has effectively performed process of dividend purification of equities and
transferred charitable amount into charity payable account.

TAKAFUL:

For risk mitigation, the Modaraba has maintained Takaful coverage with Takaful
companies for its assels and did not obtain any coverage from conventional insurance
companies.

CHARITY:

| confirm that Modaraba has transferred all charitable amounts into charity payable.
EQUITY SHARES:

Modaraba's entire equity investments were made in approved Shariah compliant
scripts, except for the following shares:

13
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S.No Name of Shares Quantity
1. Pak Industrial & Commercial Leasing 279,749
2. Prudential Investment Bank 120,000
3. Prudential Securities Limited (unlisted) 487,500

As informed by the management the buyers are not available to acquire these shares
and values of serial 1 o 3 suspended / delisted companies have been fully provided
in the books of account.

CONCLUSION:

By the grace of Almighty ALLAH, after introduction of Shari'ah Compliance and
Shari'ah Audit Mechanism for Modarabas by Securities & Exchange Commission of
Pakistan (SECP), through Circular No. 8 of 2012 the Management of First Pak
Modaraba has effectively shown its sincerity to comply with Shanah Rulings in its
true spirit, therefore, the business operations of First P2k Modaraba are Shar'ah
compliant up to the best of my knowledge.

chds

o W T M
Mufti Ibrahim Essa
Shariah Advisor

Dated: September 17, 2015

Karachi.
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BALANCE SHEET
-AS AT JUNE 30, 2015
ASSETS 2015 2014
Note Rupees Rupees

Current Assets
Cash and bank balances 5 43,380,039 31,488,537
Investments & 2,221,280 14,453,135
Current portion of diminishing Musharakah 12 4,125,144 2,207,753
Morabaha finance 7 . -
ljarah rentals receivable B - =
Advances, deposits, prepayments and other receivables g 451,810 4,046,100
Tax refundsble - considered good 4,929,854 4,829 B54
Total Current Assets 61,108,127 57,125,378
Non - Current Assets
Property and equipment -ljarah 10 =
Property and equipment - owned " 106,164
Diminlshing Musharakah 12 8,835,452
Advance and deposils 13
Total Non - Current Assets 5,585,197 10,087,366
TOTAL ASSETS 66,693,324 67,212,745
LIABILITIES
Current Liabilities
Accrued and other liabilities 14 1,763,301 3,648,595
Unclaimed profit distribution 4,191,858 4,384,535
TOTAL LIABILITIES 5,955,159 8,031,130
NET ASSETS 60,738,165 59,181,615
REPRESENTED BY
Certificate holders' equity
Certificate Capital 15 125,400,000 125,400,000
Statutory reserve 25,027,911 24 718,601
Accumulated loss 89,689,746 (80,934,986

60,738,165 59,181,615
Contingencies and commitments 16

The annexed notes form an integral part of these financial statements.

ForKASB Invest (Private) Limited

- - (Management Company)
G e ﬂ_n.l....... e e (M‘-‘:
CHIEF EXECUTIVE DIRECTOR DIRECTOR
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PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2015

2015 2014
Note Rupees Rupees
INCOME
Returri on term deposit receipts and PLS accounts 3,251,811 3,165,898
Income on Diminishing Musharakah 1,582,724 928,546
Gain on sale of investments 1567.434 2,269,513
Dividend income 295,890 422346
ljarah rentals - 49,664
Cther income 23,778 40.850
6,801,635 68.876,617
Unrealised gain / (loss) on remeasuremant of
held for trading investments 132,738 (598,066)
Bermanent diminution in value of available for sale investments. 6.1 - (4.875,000)
Provision against doubtiul recaivables g - (13.362.651)
65.534 373 {11,880,100)
EXPENDITURE
Administrative expenses 17 (5,167.689) {3,658,355)
Amortization on ljarah assels - (37,258)
Workers welfare fund (31.131) -
{5.198,820) {3.685.614)
Profit / (loss] for the year 1,735,553 (15,655,714)
Modaraba Company's Management Fee 18 (155.655) =
Provision for sales tax on management fee (23.348) -
Prefit / (loss) before taxation 1,556,550 (15.855,714)
Provision for taxation 18 . -
Profit / (loss) after taxation 1,556,550 (15.655.714)
Other Comprehensive income - -
Total income / (loss) for the year 1,556,550 (15.655,714)
Earnings / (Loss) per certificate 20 0.12 (1.25)
The annexad notes form an integral part of these financial statements.
For KASB Invest (Private) Limited
o (Management Cumpany)
E [ Ltbern g o= - -
CHIEF EXECUTIVE - DIRECTOR— —— DIRECTOR
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CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2015

2015 2014
Rupees Rupees

A. CASH FLOWS FROM OPERATING ACTIVITIES
Frofit / (loss) before taxation 1,556,550 (15,655,714)
Adjustments for non-cash changes and other items:
Gain on sale of investments (1,567 ,434) (2.269,513)
Dividend Income (295,890) (422, 348)
Gain on disposal-own assets - (4,500)
Permanant diminution in value of investments - 4,875,000
Unrealised (gain) / loss on remeasurement of
held for trading investments {132,738) 599,066
Provision against doubtful receivables - 13.362,651
Amortization on ijarah assets - 37.258
Depreciation-owned 40,263 45 958

(1,955,799) 16,223,575

(399,249) 567,861

Cash flaws before movements in working capital
Decrease [ (increase) in operaling assels
Diminishing Musharakah 2,551,515 (12,143,205)
ljarah rentals receivable & 74.496
Advancss, prepayments and other receivables 3,603,845 (3.448,655)

6155360 (15.517,364)

Increase / (decrease) in operating liabilities

Long term ijarah deposits , . (267,400)
Accrued and other liabilities | (1,883,294) 2,697,033
(1,883,204) 2409633
Cash generated from / (used in) operations 3,872,817 (12,539.870)
Income tax paid / adjustment (9,555) (1,279)
Net cash generated fram / (used in) operating activities 3,863,262 (12.541,149)
B. CASH FLOWS FROM INVESTING ACTIVITIES
Dividend received 295,890 422 348
[nvestments encashed / (made) -nat 13,932,027 (3,777.,347)
Proceeds from disposal-jarah assets - 287 400
Purchase of own assets (7,000) (29.015)
Proceeds from disposal-own assets = 4,500
Net cash generated from / (used in) investing activitiss 14,220,817 (3.082,118)
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2015 2014
Rupees Rupees

C. CASH FLOWS FROM FINANCING ACTIVITIES

Profit distribution (192,677) (1,249,712)
Net cash used in financing activities (192,677) (1.249,712)
Nat increase / (decrease) in cash and cash equivalents (A+B+C) 17,881,502 (16,882,977)
Cash and cash equivalents at July 01 31,488,537 48.371,514
Cash and cash equivalents at June 30 49,380,039 31,488,537

The annexed notes form an integral part of these financial statements

For KASB Invest (Private) Limited
(Management Company)

G (Ll o At

CHIEF EXECUTIVE DIRECTCR DIRECTOR
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FIRST PAK MODARABA

1

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2015

LEGAL STATUS AND NATURE OF BUSINESS

1.1 First Pak Modaraba (the Modaraba) is a mulipurpose, perpetual Modaraba. The Modaraba
is registered under the Modaraba Companies and Medaraba (Floatation and Control)
Ordinance, 1380 and the Modaraba Companies and Modaraba Rules, 1981 and was
managed by Royal Management Services (Pvt.) Limited. In pursuance of instructions received
from Securities and Exchange Commission of Pakistan (SECP), KASB Invest (Private)
Limited has taken over the management and administrative control of First Pak Modaraba
effective from November 13, 2014,

1.2 The registered office of First Pak Modarabs is situzted at 8 C Block &, PECHS, Shahrah
e Faisal, Karachi. The Modaraba is listed on Karachi, Lahore and Islamabad Stock Exchangss.
The Modaraba is currently engaged in various modes of Islamic fundings and businesses
which include ijarah financing, deployment of fund in Musharakah. morabaha and investmant
in securities.

4.3 The Financial Statementsis presented in Pak Rupees. which s the Modaraba's
functional and presentation currency.

BASIS OF PREPARATION
2.1 Statement of Compliance

Thess financial statements have been prepared in aceordance with approved accounting
standards as applicable in Pakistan, Approved accounting standards comprise of such
international Financial Reparting Standards (IFRS) issued by the International Accounting
Standards Board as are nolified under the Companies Ordinance, 1884, Isfamic Financial
Accounting Standards (IFAS) issued by the Institute of Chartered Accountants of Pakistan.
the requirements of the Modaraba Companies and Modaraba (Fipatation and Control)
Ordinande. 1380, Modaraba Companies and Modaraba Rules, 1881 and directives issued
by the Securiies and Exchange Commission of Pakistan (SECP) Wheraver the regquirements
of the Modaraba Companies and Modaraba (Floatatien and Control) Ordinance, 1980,
Islamic Financial Accounting Standards (IFAS), Modaraba Companies and Modaraba Rules,
1881 and directives issued by SECP differ with the requiraments of IFRS. the requiremenis
of the Modaraba Companies and Modarabs (Floatation and Control} Crdinance, 1880,
islamic Financial Accounting Siandards (IFAS), Modaraba Companies and Modaraba Rules,
1881 or the directives issued by SECP shall pravail,

2.2 Initial application of standards, amendments or an interpretation to existing
standards

a) Standards that became effective but not relevant to the company or do not have
material effect

The following standards, interpretations and improvements became effective for the current
financial year but are either not relevant or do nol have any matenial effect en the financial
statements of the company.
IAS 19 - Employee Benefits (Amendment) - Defined benefit plans: Employee contributions
|AS 32 - Financial Instrumenis - Presentation - (Amendment)
) Offsetting financial sssets and financial liabilities
1AS 36 - Impairment of Assets - (Amendment)
Recovery Amount Disclosures for Non-Financial Assets’
IAS 36 - Impairment of Assets - (Amendment)
Recovery Amount Disclosures for Non-Financial Assets
IAS 39 - Financial Instruments; Recognition and Measurement - (Amendment)
Novation of Derivative and Continuation of hedge Accounting
IFRIC 21 - Levies
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b} Improvements to Accounting Standards Issued by the IASB

IFRS Z Share-based Payment - Definifions of vesling conditions

IFRS 3 Business Combinations - Accounting for contingent consideration in a business
combination

IFRS 3 Business Combinations - Scope exceptions for joint ventures

IFRS 8 Operating Segments - Aggregation of operating segmenis

IFRS 8 Operating Segments - Reconciliation of the total of the reporiable segments’ assets
to the entily's assels

iIFRS 13 Fair Value Measurament - Scope of paragraph 52 (portfolio exception)

IAS 18 Property, Plant and Equipment and IAS 38 Intangible Assets - Revaluation method
- proportionale restatement of accumulated depreciation / amortisation

1AS 24 Related party Disclosures - Key management personnel

IAS 40 Investment Property - Interrelationship between IFRS 2 and IAS 40 (ancillary services)
The adoption of the above improvements to accounting standards and interpretations did
not have any material efiect on the financial statemeants.

¢} Standards and interpretations issued but not yet effective for the current financial
year

The following are the standards and interpretations; which have beeri Issuad but are not yet
effective for the current financial year:

Effective for periods
beginning on or after

Description

IFRS 10 Consolidated Financial Statements January 01, 2015

IFRS10,128&  Invesiment Eniities {Amendment) January 01, 2015

IAS 27

IFRS 10,12 & Investment Entities: Applying the Consolidation January 01, 2016

1AS 27 Exception (Amendment)

IFRS 10 & Sale or Contribution of Assets between an Investor and January 01, 2016

I1AS 28 its Associate or Joint Venture {(Amendmant)

IFRS 11 Joint Arrangements January 01, 2015

IFRS 11 Accounting for Acgquisition of Interest in Joint Operation January 01, 2016
(Amendment)

IFRS 12 Disclosure of interests in Other Entities January 01, 2015

IFRS 13 Fait Value Measurement January 01, 2015

IAS 1 Disclosure Initiative {Amendment) January 01, 2016

IAS 16 & 38 Ciarification of Acceptable Method of Depreciation and January 01, 2016
Amortisation (Amendment)

IAS 16 & 41 Agriculture Bearar Plants (Amandment) January 01, 2016

|AS 27 Equity Method in Separale Financial Statements (Amendment) January 01, 2016
Standards issued by |ASB but not yet notified by SECP

IFRS 9 Financial Instruments: Classification and Measurement January 01, 2018

IFRS 14 Regulatory Deferral Accounts January 01, 2016

IFRS 15 Revenue from Contracts with Customers January 01, 2018

Securities and Exchange Commission of Pakistan (
dated 10th July 2014 has approved the below IFRSs:

- IFRS 10 Consolidated Financial Statemeants

- IFRS 11 Joint Arrangements

- IFRS 12 Disclosure of interests in other entities
- IFRS 13 Fair Value Measurement

SECP) vide SRO 633(1)/2014
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2.3 Islamic Financial Accounting Standard - 1

During the year ended June 30, 2005, the Securities and Exchange Commission of Pakistan
notified the Islamic Financial Accounting Standard 1 issusc by the Institute of Charlered
Accountants of Pakistan relafing to accounting for Murabaha transaction undertaken by a
bank / financial institution, effective for financial periods beginning on or after January 1,
2006. The Modaraba adopted this standard effective from July 1, 2006.

2.4 Islamic Financial Accounting Standard - 2

During the year enced June 30, 2008. Islamic Financial Accounting Standard 2 'ljarah’ issued
by the Institute of Chartered Accountants of Pakistan which was notified by the Securities
and Exchange Commission of Pakistan vide an SRO 431(1) 2007 dated May 5, 2007 was
adopted. Under the above IFAS 2, the ‘ljarah’ transactions are accounted for in the following
manner:

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

- Costs. including depreciation on the assets given on ljarah, incurred in eaming the ljarah
income shall be recognized as an expense.

- ljarah income shall be recognized in income on an accrual basis as and when the rental
becomes due, unless another systematic basis is more representative of the time pattern
in which the benefit of the use derived from the leased assat is diminished

. SECP. vide its letter No. SC/ M/ RW/ SCM /2039 dated March 8, 2009, gllowed that in
case of Modarabas, IFAS-2 shall be applied for ljarah transactions exacuied on or after July
1, 2008.

3. Basis of Measurement

Thesa financial statements have been prepared under the historical cost convention, except
for certain investmeants which have been measured al fair value | equity method.

4. SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies applied in the preparation of these financial statements
are set out below. These policies have been consistently applied to all the years presented.

4.1 Property and equipment
(i) ljarah and amortization

ljarah assets are stated at cost less sccumulated amortization and impairment loss (if
any). Amortization is charged to income applying the straight fine method whereby the
cost of an asset, less its residual value, is written off over its lease period. Inrespect of
additions and disposals during the year, amortization is charged proportionately to the
pericd of lease.

(i) In own use and depreciation

Operating assets are stated at cost less accumulated depreciation and impairment loss
(if any). Depreciation is charged tc profit and loss account applying the straight-iine
method whereby the cost of an asset is written off over its estimated useful fife. In respect
of additions and disposal during the year, depreciation is charged proportionately to the
period of use.

Profit or loss on disposal of assets is recognized as iNCOMSa OF expense.
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Assats' residual values, if significant and their useful lives are reviewed and adjusted, if
appropriale, at each balance sheel date.

Maintenance and normal repairs are charged te income statement as and when incurred.
4.2 Investments

The Modaraba determines the appropriate classification of its investments at the time of
purchase of invesiment and re-evaluates this classification on a regular basis. The existing
investment portfolio of the Medaraba has been categorized as follows:

Held-for-trading “at fair value through profit and loss”

These are investments which are acquired principally for the purpose of generating profits
from shori-term fluciuations in market prices, interest rate movements, dealer's margin or
are investments included in a portfolic in which 2 pattern of short-term profit iking exists.

Available for sale

Thase are investments that are intended to be held for an indefinite period of time and which
may be sold in responss to need for liquidity or changes to inlerest rates. exchange rates
or equily prices.

Held to maturity

These are investments with fixed or determinable paymenis and fixed maturity that the
Modaraba has the positive intention and ability to hold te maturity.

All investrments are initially recognized at cos?, being the fair value of the consideration given.
Cost includes transaclion cosis associated with the investment. Subsequent te initial
recognition, held-for trading and available-for-sale investments for which aclive market exists,
are measured at their market value while held-to malturity invesiments are stated at amoriized
cost using the effective interest rate method less impairment, if any.

Any surplus or deficit on revaluation of held-for-tradir g investments are charged to income
currently, while in case of available-for-sale investmenis, the resulting surplus/{deficit) is kept
in & separate account and is shown in the balance sheet below the sharehoiders’ equity as
surplus/(deficit) on revaluation of investments. Al the ime of disposal the respective surplus
ar deficit is transferred to income currently.

Unguoted available for sale investments, excepl where an active markel exists. are camied
at cost less accumulated impairment losses, if any,

Impalrment of investments is recognized when there is 3 permanent diminution in their
values. Provision for impairment in the value of investmant, if any, is taken 1o the profitand
loss account.

4.3 ljarah rentals receivable, ijarah, morabaha and musharakah finances

Recaivables considered doubtful are provided for in accordance with the requirement of the
Prudential Regulations for Modarabas. Specific provision is also made for receivables
considered doubtful.

4.4 Staff retirement benefits

Defined contribution plan

The Modaraba operates a defined contribution provident fund for all employses. Equal

monthly contributions are made both by the Modaraba and the employees to the fund at the
rate of 8.33% of basic salary.
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4.5 Prm_ﬂslons

Provisions are recognized when the Modaraba has a present, legal or constructive obligation
as a result of past event, it is probabie that an outflow of resources embodying econamic
benefits will be reguired fo seltle the obligation and a reliable estimate of the amount can
be made. However, provisions are reviewed at each balance sheel dale and adjusted to
reflect the current best estimate.

4.6 Impairment
Financial Assets

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

Afinancial asset is assessed at each reporting date to determine whether there is any
objective evidence that it is impairad. A financial assel is considered to be impaired if objective
evidence indicates that one or more events have had 2 negative effect on the estimated
future cash flows of that asset. Individually significant financial assats are tested for impaiment
on an individual basis. The remaining financial assets are assessed collectively in groups
that share similar credit risk characteristics.

Available-for-sale financial investments

For available-for-sale financial investments, the Modaraba assesses at each balance sheet
date whether there is objective evidence that an investmen! or a group of investments is
impaired. in the case of equity investments classified as available-for-sale, objective evidence
would include a significant or prolonged decline in the fair valus of the investment below its
cost. Where there is evidence of impalrment, the cumulative joss - measurad as the difisrence
between the acquisition cost and the current fair value, less any impairment loss on Lhat
investment previously recognized in the profit and loss account - is removed from equity
and recognized in the profit and loss account. Impairment losses on equity investments are
not ;eversed through the profit and loss account; increases in their fair value after impairment
are recognized directly in equity.

In the case of debt instruments classified as available-for-sale, impairment is assessed
based on the same criteria as financial assets carried at amortized cost. Interest continues
to be accrued at the original effective interest rate on the carrying amount of the asset and
is recorded as part of ‘Interest and similarincome’. If. ina subsequent year, the fair value
of a debt instrument increases and the increase can be objectively related to an event
occurring after the impairment loss was recognized in the profit and loss account, the
impairment loss is reversed through the profit and loss account.

All impairment losses are recognized in profit or loss, Any cumulative loss in respect of an
available-for-sale financial asset resognized previously in equity is transferred to profit or
loss.

An impairment loss is reversed if the reversal can herela!eﬂobjadivelylaanevemmmng
afier the impairment loss was recognized. For financial assets measurad at amortized cos!
and available-for-sale financial asssis thal are debt securities, the reversal is recognized
in profit or loss. For available-for-sale financial assets that are equity securities, the reversai
Is recognized directly in equity.

Non-financial assets

The Modaraba assesses at each balance sheet date whether there is any indication that
assets except deferred tax assels and investment property may be impaired. if such indication
exisis, the carrying amounts of such assets are reviewed o assess whether they are recorded
in excess of their recoverable amount. Where carrying values exceed the respective
fecoverable amount, assets are written down (o their recoverable amounts and the resulting
impairment loss is recognized in profit and loss account. The recoverable amount is the
higher of an asset's fair value less costs to sell and value in use.

24



FIRST PAK MODARABA

Where impairment loss for asset subsequently reverses, the carrying amount of the asset
is increasad to the revised recoverabie amount but limited to the extent of initial cost of the
asset. Reversal of impairment loss is recognized as income.

4.7 Revenue recognition

4.7.1 ljarah rentals

Income from ijarah Is recognized as and when lease rentals become due on 2 systematic
basis over the lease and ljarah period.

4.7.2 Hire purchase transactions

For hire purchase transactions. the uneamed finance Income Is deferred and taken fo income
over the period of hire purchase, applying the annuity method o produce a constant rale
aof raturn on the nat invesiment.

4.7.3 Morabaha and musharakah transactions

Erofit from musharakah transactions is recognizad on the basis of pro rata accrual of the
profit estimatec for the transaction over the period,

Profit from morabaha finance is accounted for on culmination of morabaha transaction.
However, the profit on that portion of morabaha finance not due for payment is deferred by
aceounting for "Deferred Morabaha Income” with a corresponding credit to "Unearned
Morabaha Income” which is recorded as a liability, The same Is then recognized on a time
proportion basis.

4.7.4 Dividend income

Dividend is recognized as income when the right of recsipt is established.

4.7.5 Markup Iincome

Mark-up / return on deposits / investments s recognized on acerual basis using the effective
interest rale method.

4.8 Taxation
Current

Brovision for taxation is made on taxable income if any, at the prevailing ralas of tax after
taking into account any tax credit available.

The income of non-trading is exempt from tax provided that not less than $0% of its total
profits in the year as reduced by the amount transferred to statulory reserve are distributed
amangst the ceriificate holders. In case of profit, the Modaraba has decided to avail the tax
exemption and hence no provision has been made in these financial statements.
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Deferred

Deferred inuomtaxisprwidadusingmeliabﬂitymsﬂ'm for all temporary differences at
mmmmmmmmdmmwmwww@mms
for financial reporting purposes.

Deferred tax liability is generally recognized for all taxabie temporary differences. Deferred
income tax assel is recognized for all deductible temporary differences and carry forward
of unused tax losses, if any, to the extent that it s probable that taxable profit will be available
:agalnst which such temporary differences and tax losses can ba ulitized.

Deferred income tax assets and liabilities are measured at the tax rale that are expected
to apply to the period when the asset is realized or the liability is settled, basad on tax rates
mathmbeenanactedursuhstanﬁvefyemmdatmahmmem date.

4.9 Foreign currencies translation

Monetary assets and liabiities in foreign currencies are translated into Pak Rupees at the
rates of exchange approximating to those prevalent on the balance sheet date. Forsign
currency transactions are converted into Rupees at the rate of exchange prevailing on the
date of transactions. Exchange gains and losses on transiation are taken to income currently.

4.10 Financial assets

Financial assets comprise of ljarah rentals receivable, invesiments, morabaha finances,
deposits, other raceivables, excluding taxation. ljarah rentals receivable, morabaha and
cther receivables are stated at cost as reduced by appropriate allowances for estimated
irrecoverable amounts.

4.11 Financial liabilities

Financial liabilities are classified according to the substance of contractual arrangements
enlered into. Significant financial liabilities includes ijarah deposits and accrued and other
liabilities

4.12 Cash and cash equivalents

Cash and cash equivalents are carried in the balance shest at cost, For the purpases of the
cash flow statement, cash and cash equivalents comprise cash in hand, with banks on
current, savings and deposit accounts, as well as balance held with the State Bank of
Pakistan (SBP).

4.13 Offsetting of financial assets and financial liabllities

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

4.14 Profit distribution
Profit distribution to the Modaraba's Certificate Holders is recognized as a liability in the

financial statements in the period in which the dividends are approved by the board of
Modaraba Company.
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5

4.15 Signlificant accounting estimates and judgment

The preparation of financial statements in conformity with approved accounting standards
requires the use of certain critical accounting estimates. It also requires the management
to exercise its judgment in the process of applying the Modaraba’s accounting policies.
Estimates and judgments are continually evaluated and are based on histerical experience,
including expectations of future events that are believed to be reasonable under the
circumstances. The areas where various assumptions and estimates are significant to the
Modaraba’s financial statements or where judgment was exercised in application of accounting
policies are as follows: -

I} Classification of investments {Note &)
iii} Provision against doubtful investments (Note &)

li} Depreciation/amoriization on property, plant and equipment (Note 10 & 11)

2015 2014
Note  Rupees Rupees
CASH AND BANK BALANCES

Cash in hand 4,750 4,380
Cash at banks
Current accounts 538,134 31,026,336
Saving accounts 5.1 (48,837,155 457,821

49,375,288 31,484,157

45,380,038 31,488,537

5.1 Effective mark-up rate in respect of PLS accounts ranges from 3.40% to 8.85% (June
2014 : 5% to B.85%) per annum.

INVESTMENTS
Available for sale 6.1 - -
Held for trading at fair value through
profit or loss account 6.2 2,221,280 14,453,135

2,221,280 14,453,135

6.1 Available for sale

Fully paid ordinary shares of Rs 10 each.
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2015 2014

Number of Shares
Unquotad securities

487,500 487,500

6.1.1 The

Name of company 2015
Note Rupees
Cost 4,875,000
Less: Permanent Diminution 6.1.1

(4,875,000)

2014
.Rupees

4,875,000
(4.875,000)

rations of Prudential Securities Limited remained suspended that indicates 2 significant and

prolonged decline in the fair vaiue of this investment below carrying value resulting in an objective svidance
of impairment. Therefore, the investment has been considered as fully impaired.

6.2 Held for trading at fair value through profit or loss account

Unless stated otherwise, the holdings are in the fully paid ordinary shares |
certificaies / unils of Rs 10/- each.

2015 2014
Number of Cerfificates / Shares
10,151 9,623
75,876

< 2,000
- 16,600
1,000
- 5.000
- 5,000
- 18,000
- 100,000
- 10.060
- 26,500
- 15,000
120,000 120,000
279,749 279749

2015
Rupees

Name of Company

Open-end Mutual Funds

Al-Ameen Islamic Principal

Preservation Fund Il

{Face value of cerlificate Rs. 100/- each)
Meezan Balanced Fund

Oil and gas

1,108,183
1,113,087

Shell Pakistan Limited

Chemicals

Fauji Fertilizer Company Limited .
Construction and materials

Cherat Cement Limited -
Fauji Cement Limited -
Software and Computer services

NetSol Technologies =
Food Producers

Engro Foods Limited

Electricity

The Hub Power Company Limited -
Suspended / Delisted Company

Prudential Investment Bank Limited -
Pakistan Industrial & Commercial

Leasing Limited -
2,221,280

2014
Rupees

974,080

430,740
3724210
358,650
1,381,400

561,250

1,178,280
1,924,000

2,717,045

881,100

TS5
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2015 2014
Note Rupees Rupees
6.2.1 Unrealized loss on changes in fair value
of held for trading investments
Weighled average cost of investments 2,088,542 15,052,201
Unrealized gain/ {loss) on changes in fair value
ef held for trading invesiments 132,738 {559,066)
Marke! value of investments 2,221,280 14,453,135
7. MORABAHA FINANCE
Muorabaha finance - Unsecured 71 15319705 15,319,705

Less: Provision for doubtful morabaha finance (15,319,705) (15,319,705)

7.1 This include amount of Morabaha finance receivable from five different parties olistanding
since many years. As per t=rm of agreement, the profit against these finance ranged from 16.5%
o 20%, however, based on the guidelines of prudential regulation for Modaraba, the principal
ang prefit against thesa finances have been fully provided and suspended accordingly.

8. IJARAH RENTALS RECEIVABLE

Considerad doubtful 119,542 119,542
119,542 118,542
Less: Provision for doubtful receivables (119,542) (119,542)

9. ADVANCES, DEPOSITS, PREPAYMENTS AND OTHER RECEIVABLES

Considered good
Profit Receivable on Diminishing Musharakah - 147 641
Advance Sindh Sales Tax - 13,000
Advarice income tax 10,834 1,279
Advance o staff - 22,000
Prepayments 174,036 191,781
Profit receivable on bank deposits 229,782 300.596
Receivables against sale of shares - 3,366,185
Others 37,158 3,608
451,810 4,045,100
Considered doubtiul
Amount due from PSL 91&92 11,476,377 11,478,377
Amount due from PCML 9.3 999,832 085 832
Amount due from
Royal Management Services(Pvi) Ltd 8.4 886,442 886,442
Profit receivable on Morabaha finance 4.028.913 4,028,913
17,391,564 17,391,564
17,843,374 21,437 664
Less: Provision for doubtful receivables (17,391.564) (17,391,564
451,810 4,046,100
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9.1 This represents the amount of Rs.1.0 million (2014: Rs.1.0 million) paid o Prudential Securities
Limited (PSL) as advance for purchase of securities but the transaction remained incomplete.
Operations of PSL were subsequently suspended by Karachi Stock Exchange Limited (KSE).
Keeping in view remote chance of recovery, provision has been recorded against the total amount
of claim.

9.2 Tnis includes Rs. 10.476 million (2014: Rs. 10.476 million) receivable from PSL. As mentioned
in note 8.1 operations of PSL were suspended by Karachi Stock Exchange Limited (KSE) and
the Modaraba has filed claim with KSE for the amount. Keeping in view remote chance of
recovery, pravision has been recorded against the {otal amount of claim

8.3 This represents Rs. 999,832 (2014 Rs. 999,632) receivable from Pearl Capital Management
Limited (PCML). The operations of PCML has been suspended by Karachi Stock Exchange
Limited. A claim was lodged with the KSE for the recovery of the said amount which was rejected
on the grounds of having been filed afer the lapse of the last date for the submission of claims
as notified by KSE. Hence, provision has been made against the total amount of claim.

9.4 This represents Rs. 886,442 (2014: Rs. 886.442) receivable from Royal Management
Services (Private) Limited in respect of various expenses paid on their behalf. KASB invest (Pvt.)
Limited tcok over the management of Modaraba on November 11, 2014 from Royal Management
Services (Private) Limited . therefore, provision has been made against the total amount of
receivabie.
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Note 2015 2014
12. DIMINISHING MUSHARIKA Rupees . Rupees
Diminishing Musharakah 121 9,591,690 12,143,205
Less: Current Portion of Diminishing Musharakah (4,125,144} (2,207,753)
5,466,548 8,935,452

12 1These carry profit rate at 14.59% per annum and are payable on monthly basis over a
pericd of 3 years with a grace period of 1 year.

13. LONG TERM ADVANCES AND DEPOSITS

Long term deposits 45750 45,750
45,750 45,750

14. ACCRUED AND OTHER LIABILITIES

Workers welfare fund 14.1 523,867 492 736
Auditors' remuneration 200,000 310,000
Charity fund payable 77467 66,072
Other payables 961,967 2,777,787

1,763,301 3,646,695

141 Worker welfare fund

The Finance Act 2008 introduced an amendment lo the VWorkers' Welfare Fund Ordinance, 1871
(WWF Ordinance), Through these amendments Workers' Welfare Fund (WWF) is payable @2%
of the profit before taxation as per the financial statements or taxable income which ever is
higher.

During the year 2011, the Honorable Lahore High Court (LHC) in & constitutional petition relating
{o the amendmenits brought in the WWF Crdinance, 1971 through the Finance Act, 2006, and
the Finance Act 2008, has declared the said amendments as unlawful and unconstitutional and
struck them down. In March 2013 a larger bench of the Sindh High Court (SHC) in various
constitulional petitions declared that amendments brought in the WWF Ordinance, 1871 through
the Finance Act, 2006, and the Finance Act 2008, do not suffer from any constitutional or legal
infirmity.

The Managemen! Company, as a matter of abundant caution, has made the provision for WWF
ameunting to Rs. 523,867/- in these financial slatements.
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15. CERTIFICATE CAPITAL

2015 2014

Number of Certificates

15,000,000  15.000.000

10,000,600 10,000,000

2,540,000 2,540,000

12,540,000 12,540,000

As at June 30, 2015, the Royal

2015 2014
Rupees Rupesas

Authorised
Modaraba certificates of R 10/- each 150.000,000 150.000,000

Issued, subscribed and paid-up
Modaraba cerfificates of Rs. 10~ 100,000,000 100,000,000
each fully paid in cash

Modaraba certificates of Rs.10/- 25,400,000 25400,000
each fully paid bonus cerfificates

125,400,000 125,400,000

| Management Services (Private) Limited (the Ex- Management

Company) held 1,254,000 (2014: 1,254,000) cerfificates of Rs. 10 sach.

16. CONTINGENCIES AND COMMITMENTS

There were no contingencies and commitments at the year end.
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17. ADMINISTRATIVE EXPENSES

Salaries, aliowances and benefits
Fees and subscription

Telephone and postage

Legal and professional

Registrar services

Auditors' remuneration

Travelling and conveyance
Printing and stationery
Transaction cost on investment
Repairs and maintenance
Security services

Rent, rate and faxss

Electricity, water and gas
Entertainment
Depreciation-owned assels
Insurance

Bank charges

Reimbursement of common expenses
Miscelianeous

Note 2015 2014
Rupees Rupees
171 744,030 1,032,123
703,005 714,422
131,754 385,669
2,024,000 57,200
480,000 240,000
17.2 225,000 355,150
27,080 81,504
217,015 205,733
61,235 122,071
56.241 61,905
. 117.000
- 1,751
= 83,776
3,050 1,510
40,263 45,858
22,696 20,670
12,860 13.122
303,324 -
116,038 98,791
5,167,682 3,658,355

17.1 The aggregate amounts incurred during the year for remuneration including all benefits
to officers and other employees of the Company are given below:

REMUNERATION OF OFFICERS AND OTHER EMPLOYEES

2015 2014
Officers Other Employees Total Officers Other Employees Total
......... Rupees resreen RLIPEES
Remuneration - 640,758 640,758 579,000 329,129 908,129
Provident fund = 30,636 30,636 24,828 16,189 40,887
Medical expenses = 30,635 30,636 24 828 16,169 40,897
Others - 42 000 42,000 42,00 - 42,000

744,030 744,030 670,656 381,467 1.032.123

No. of persons - 3 3 4

17.1.1 One employee has been provided Modaraba maintained car and is also entitled for fuel
& mobile expenses.

17.1.2 The tota! number of employees as at June 30th are 3 (2014: 3) and the average number
of employees during the year equates to 3 (2014: 6)
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2015 2014
Rupees Rupeses
17.2 AUDITORS' REMUNERATION
Statutory audit fee 175,000 175,000
Half year review fes 15,000 100,000
Review of code of corporate governance 10,000 25,000
CDC certification 15,000 25,000
Out of pocket expenses 10,000 30,150
225,000 355,150

18. Modaraba Management Company Feg

in accordance with the Modaraba Companies and Modaraba Rules, 1981, management
remuneration at the rate of 10% of annual profit is payable to the management company.

18. Provision for Taxation

The income of the Modaraba is exempt from tax provided that not less than 90% of total profits
in the year as reduced by the amount transferred to statutory reserve, required under the
Modaraba Companies and Modaraba (Floatation and Control) Ordinance 1880, are distributed
amengst the certificate holders.

Na provision for current and deferred taxation has been made in these financial statements in
accordance with accounting policy of the Modaraba as disciosed in 4.8 in the finandial statements.

20. EARNINGSI(LOSS) PER CERTIFICATE - BASIC AND DILUTED

Profit{Loss) for the year (Rupees) 1,556,550 (15.855,714)
Weighted average number of ordinary certificates 12,540,000 12.540.000
Eamings/(Loss) per certificate (Rupeses per certificate) 012 {1.25)

21. RELATED PARTY TRANSACTIONS

The relaled parfies comprise of associated undertakings, directors of the Modaraba Management
Company. The Modaraba, in the normal course of business carries out transactions with these
refated parties: Amounts due from and to related parties and key management persannel, if any,
are shown under receivables and payables. Significant transactions with related parties are as

follows: -

- _ 2015 2014
Relationship with the Company Nature of transaction Rupees  Rupees
Madaraba Management Company Management fee 155,655 -
Provident Fund Contribution made 30,638 40,9297
Modaraba Management Company Dividend paid - 150,480

(Previous Managemen! Company)
Medaraba under common Management Sharing of common expenses 303,324 -
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22, FINANCIAL RISK MANAGEMENT

The Modaraba’s activities expose it to a variety of financial risks: market risk (including currency risk, fair
value profit rate risk and price risk), credit risk and liquidity risk. The board of directors' of the management
company has overall responsibility for the establishment and oversight of the Modaraba's risk management
framework.

The Modaraba's overall risk management programme focuses on the unpredictability of financial markels
and sesks to minimize potential adverse effects on the Modaraba's financial performance.

The Modaraba's principal financial liabilities comprise ijarah deposits, accrued and other liabilities and
unclaimed profit distribution. The Modaraba's principal financlal assels comprises of jarah rentals receivable,
diminishing musharakah & morabaha finances, advance, prepaymeants and other receivables and cash and
bank balances that arrive directly from its operations. The Modaraba also holds held for trading, available-
for-sale, and loan and receivable as its investments.

22.1 Liguidity risk management

Liguidity 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
sarlier 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 ifs lizbilities when due, under both normal and stress
conditions, without incurring unacceptable losses or risking damage to the Modarsba's reputation. Modaraba
holds total current aszets of Rs. 61,108 million against its current fiability of Rs.5.955 million which lead to
total surplus of Rs.55.153 million.

The 1able below shows an analyses of Modaraba's financial liabilities into relevant maturity groupings based
on the remaining period at the balance sheel date fo contractual maturity date. However, Modaraba has
surplus funds to pay off its liabilities. The amounts in the table are the contraciual undiscounted cash flows.

More than
Upto three months More than
2015 Total three months_ and upto one year one year
.......... Rupees ..........
Accrued and other liabilites | 1,763,301 1,763,301 = -
Unciaimed profit distribution | 4,191,858 4 191,858 - -
liarah deposits - =

5,955,159 5955158 = g

2014

Unclaimed profit distribution | 4,384,535 43845
ljarah deposits

Acerued and other liabilities [ 3,646,585 3.545,5%[ - -
35

8,031,130 8,031,130 - -

22.2 Credit risk and concentration of credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause
the other party to incur a financial loss. The Modaraba controls credit risk by monitoring credit exposure,
limiting transactions with specific counter parfies and continually assessing the credit worthiness of counter
parties.

The Modaraba is exposed to credit risk from its financing activities (Diminishing Musharakah & Morasaha
finances and ijarah rental receivables), deposits with bank and financial institutions and other receivables.

The Modaraba has adopted a policy of only dealing with creditworthy counierparties and oblaining sufficient
coliateral, where appropriate, as a means of mitigating the risk of financial loss from defaults. This information
is supplied by independent rating agencies where available and, if not available, the Modaraba uses other
publicly available financial information and its own trading records to rate its maejor customers.
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The Modaraba follows two sets of guidelines. It has its own operating policy and the management of the
Modaraba also adheres to the regulations issued by the SECP. The operating policy defines the extent of
fund and non-fund based exposures with reference to a particular sector or group.

The Modaraba's maximum exposure to credit risk related to financial instruments at June 30, 2015 and
June 30, 2014 is the camrying amounts of following financial asseis

2015 2014
Diminishing Musharakah 9,591,690 12,143,205
Advances, deposits, prepayments and other receivables 451,810 4,045,100
Balances with banks and financial institutions 49,380,038 31,488,537
58,423 538 47,677,842

The anazlysis below summarizes the quality rating of the major Banks in which the Modaraba deals:

Bank balances Short Term  Long Term 2014 2013

Habib Bank Limited = A+ AAL 48,888,235 31,014,878
Al Baraka Bank (Pakistan) Limited A1 A 315474 312,902
Faysal Bank Limited Al+ AA B, 746 8,816
Burj Bank Limited A-2 A 16,623 8,062
Bank AlFalah Limited Al+ AL 125,280 118,669

Past due but not impaired financings are those for which contractual profit or principal payments are past
due, but the Modaraba believes that impaimment is not appropriate on the basis of the level of security/collateral
available to the Modaraba.

An analysis of the financial assets that are individually impzired as per the accounting policy is as under:

As at June 30, 2015

“OAEM Subsiandard Doubtiul Loss Total
ljarah rentals receivable - . - 118,542 118,542
Morabaha finance = = . 15,319,705 15,319,705
As at June 30, 2014
"OAEM Substandard Doubtiul Loss Total
ljarah rentals receivable - - - 118,542 119,542
Morabaha finance - - - 15,318,705 15,319,705

Total impairment against these assets as at June 30, 2015 is Rs 15,439,247/~ (June 2014:15,439,2471)

The Modaraba manages credit risk and its concentration through diversification of activifies to avoid undue
concentration of risks with individuals, groups or specific industry segmenis.

22.3 Market risk

Market risk is the risk that the value of the financial instrument may fluctuate as a result of changes in
market interest rates or the markel price due to change in credit rating of the issuer or the instrument,
change in market sentiments, speculative activities, supply and demand of securities and liguidity in the
marke!. The Modaraba incurs financial liabilities to manage its market nsk. All such aclivities are carried
out with the approval of the Board. The Modaraba is exposed to profit risk.
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22.3.1 Profit rate risk

The profit rate risk is the risk that the fair value or the future cash flows of a financial instrument
will fluctuste because of changes in markel interest rates. Majority of the profit rate exposure
arises from shorl term deposits with banks, ijarah finance and musharakah and merabaha
finance. The profit rale risk profile of the modaraba’s profit bearing financial instruments is solely
on cash and bank balances which is not exposed to significant profit rate risk.

22.3.2 Equity Price Risk

The Medaraba's Equity securities are susceptible to market price risk arising from uncertainties
sbout fulure values of the invesiment sacurities. The modaraba manages the equity price risk
throughn diversification and placing limits on individual and total equity instruments. Reports on
the equity portiolie are submilled to the modaraba's senior managemeant on a regular basis the
board of directors of the managemen! company reviews and approves alfl equity investment
decision,

Trz carrying amount of investments in equity securities carmied at fair value as shown in note
6 is as follows

2015 2014

Investmants 2,221,280 14,453,135

22.3.3 Sensitivity Analysis

The table below summerises the impact of increase / decrease in Karachi stock exchange index
on the modaraba's profit after tax and on equity. The analysis is based on the assumption that
the equily index had increased / decreased by 5% with all other variables held constant and all
modaraba's equily instruments moved on perfect correlation with the index

Impact on profit after tax and equity
2015

2014
KSE 100 (5% Increase) 111,084 722857
KSE 100 (5% Decrease) (111,064) (722.657)

22.3.4 Currency Risk

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

22,4 Fair Value of Financial Instruments

Fair value is an amount for which an asse! could be exchanged or a liability seitied between
knowledgeable and willing parties in an arms length transaction. Carrying vaiues of financial
assets and financial liabilities approximate their fair values.

22.4.1 Fair Value Hierarchy

The table below analysis financial instruments carried at fair value by valuation method. The
different levels has been defined as follows.

Level 1: Quoted prices (unadjusted) in active markeis for Identical asseals or liabilities,

Level 2: Inputs other than quoted pricas included within level 1 that are observable for the
assel or liability, either directly (l.e., as prices) or indirectly (i.2., derived from prices).

Level 3: Inputs for the assets or liability that are not based
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June 30, 2015
Level 1 Level 2 Level 3 Total
Financial assets at FVTPL
Quoted companies 2,221,280 - - 2,221,280
Available-for-sale financial assets .
Unlisted entities = & " s
2,221,280 - - 2,221,280
June 30, 2014
Level 1 Level 2 Level 3 Total
Financial assets at FVTPL
Quoted companies 14,453,135 - - 14,453,135
Available-for-sale financial assets
Unilisted entities - - .
14,453,135 - - 14,453,135

22.5 Financial instrument by category

As at June 30, 2015

Loan and Assets at fair Available-for  Total
receivables value through -sale

profit & loss
.......... Rupees........
ASSETS
Cash and bank balances 49,380,039 - - 48,380,039
Investments - 2,221280 - 2,221,280
Diminishing Musharika 8,591,690 - - 8,591,650
Advances, prepayments and other receivables 440,976 - - 440,976
Long term deposits 45,750 - = 45,750
59.458,455 2221280 - 61,679,735
LIABILITIES
Accrued and other liabilities 1,763.301 - - 1,763,301
Unclaimed profit distribution 4,191,858 - - 4,181,858
5,955,159 = - 5,955,159
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As at June 30, 2014

Loanand Asseis at fair Available-for  Total
receivables value through -sale

profit & loss
Rupees..........

ASSETS
Cash and bank balances 31,488,537 - - 31,488,537
Investments - 14,453,137 - 14,453,137
Diminishing Musharika 12,143,205 - - 12,143,205
Advances, prepayments and other receivables 4,031,821 - - 4,031,821
Leng term depesits 45,750 - - 45,750

47,709,313 14,453,137 - 62,162,450
LIABILITIES
Accruad and other liabilities 3,646,595 - - 3,646,585
Unclaimed profit distribution 4,384,535 - - 4,384,535

8,031,130 - - 8,031,130

23. CAPITAL RISK MANAGEMENT

The Modaraba manages its capital to ensure that it will be able to continue as 2 going concern while
maximizing the return to stakeholders through the optimization of the debt and equity balance. As at balance
sheet date Modaraba do not have any exposure in short term and long term borrowing and it has sufficient
surplus funds to manage the affairs of the Modaraba effectively. Further Modaraba has positive current
ratio of 10.26:1 which is assessed as not overstated (2014: 7.11:1).

The Modaraba is continuously endeavouring for invest in risk free business with maximizing returns in order
to imprave the position of its accumulated reserves, however, due to risky economic and market conditions,
the Modaraba is following conservative approach and it is not actively making any major investments or
financing of its aliowed business.

Consistently with others in the industry, the Modaraba monitors capital on the basis of the debt-to-adjusted
capital ratio. Modaraba focus towards the equity based financing and therefore consistent with the previous
years. Currently, the Modaraba is not exposed to any external borrowings.

24. SEGMENT INFORMATION

As per IFRS &, operating segments are reported in a manner consistent with the internal reporting used
by the chief decision-maker. The Board of Direclors of the Management Company has been identified as
the chief decision-makers, who is responsible for allocating resources and assessing performance of the
operating segments.

The internal reperting provided to the Board of Directors of the Management Company for the Modaraba's
assets, ligbilities and performance s prepared on a consistent basis with the measurement and recognition
principles of approved accounting standards as applicable in Pakistan,

The Modaraba Is domiciled in Pakistan. All of the Modaraba's incomie is from investments in entities
incarporated in Pakistan.
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25. NON-ADJUSTING EVENT AFTER BALANCE SHEET DATE

The Board of Directors have approved dividend for the year ended June 30, 2015 of Re. 0.09 per certificate
(2014: Re. Nil per certificats), amounting to Rs.1,128,600 (2014: Rs Nil) at their meeting held on October
7.2015. The financial statements for the year ended June 30, 2015 do not include the efect of the above
which will be accounted for in the period in which it is declared.

26. DATE OF AUTHORIZATION OF ISSUE

These financial statements has been authorized for issue on October 7.2015 by the Board of Directors of
the KASB Invest {Private) Limited.

27. GENERAL

Figures have been roundad off to the nearest Rupee:

For KASB Invest (Private) Limited
(Management Company)

‘ﬂ-ﬂ.ﬁh‘-”hﬁd“"—\_ s

CHIEF EXECUTIVE DIRECTOR DIRECTOR
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PATTERN OF CERTIFICATE HOLDINGS AS AT 30.06.2015

NUMBER OF SHARE HOLDINGS TOTAL

SHARE SHARES
HOLDERS HELD

919 1 - 100 45,330

1,315 101 - 500 274,242

1.110 501 - 1000 727,024

518 1001 - 5000 1,076,369

71 5001 - 10000 478,935

34 10001 - 15000 403,618

" 15001 = 20000 194,222

3 20001 - 25000 66,730

7 25001 - 30000 185,454

2 30001 = 35000 61,908

5 35001 = 40000 191,936

1 40001 - 45000 41,954

7 45001 - 50000 334,619

2 60001 - 65000 124,200

1 85001 - 76000 65,835

1 B5001 = 90000 89,503

1 105001 - 110000 108,725

1 110001 - 115000 111,860

3 125001 = 130000 376,475

1 145001 - 150000 148,780

1 160001 = 165000 160,500

1 210001 = 215000 210,649

1 245001 - 250000 500,000

1 285001 - 280000 280,000

1 230001 - 285000 285,000

1 325001 - 330000 327,500

1 335001 - 340000 337,819

1 240001 = 345000 340,338

1 485001 - 500000 500.000

1 865001 - 870000 668,500

1 1035001 E 1040000 1,036,296

1 1250001 - 1255000 1,254,000

1 1305001 1310000 1,308,568

4,026 12,540,000
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CATEGORIES OF CERTIFICATE HOLDING
AS ON 30-06-2015

No of

No of Total No

Certificle holders Certificate Held of Certificate Percentage

ASSOCIATED COMPANIES UNDERTAKING AND RELATED PARTIES

NIT AND ICF
INVESTMENT CORPORATION OF PAKISTAN
DIRECTORS, C.E.D THEIR SPOUSE AND MINOR CHILOREN
EXECUTIVE
PUBLIC SECTOR COMPANIES AND CORPORATIONS.
STATE LIFE INSURANCE CORPORATION OF PAKISTAN LTD
BANKS, DEVELOPMENT FINANCIAL INSTITUTIONS,
NON BANKING FINANCIAL INSTITUTIONS,
INSURANCE COMPANIES, MODARABA
AND MUTUAL FUNDS
THE BANKOF KHYBER
NATIONAL DEVELOPMENT LEASING CORPORATION LTD
NEW JUBILEE INSURANCE COMPANY LTD.
L TV CAPITAL MODARABA
FIRST PRUDENTIAL MODARABA
MIDARABA AL MALL

CERTIFICATEHOLDING FIVE PERCENT OR MORE
VOTING INTREST IN THE LISTED COMPANY

ROYAL MANAGEMENT SERVICES (PVT)LTD.
RASHIDULLAH YACDOB
PASHTOON RASHIDULLAH

INDIVIDUALS

OTHER CORPORATE CERTIFICATEHOLDERS

TOTAL

1 3500 0.03
3,500
1 108,725 0.87
109,725
3 4,744 0.04
1,526
350
1,345
923
3 4651621 37.09
1,254,000
2,020,987
1,376,834
3087 7411933 53,11
28 358,477 2.86
4026 12540000  100.00

4d



FIRST PAK MODARABA

NOTICE OF THE ANNUAL REVIEW MEETING

Notice is hereby given that the 16th Annual Review meeting of the Modaraba's Certificate Holders
of First Pak Modaraba will be held on Saturday October 31, 2015 at 8:15 pm at KASBIT Auditorium,
84-B, 8.M.C.H.8, Off Shahra-e-Faisal, Karachi to review the performance of Modaraba for the
year ended June 30, 2015 in terms of clause 20 of the Prudential Regulations for Modaraba
issued vide Circular No. 5/2000 by Registrar Modaraba.

By Order of the Board

Zia-ul-Haqg Karachi
Company Secretary October 10, 2015
Notes

1. The Modaraba Certificates iransfer book shall remain closed from October 24, 2015
io October 30, 2015 (both days inclusive) to determine the names of Certificate Holders
eligible to attend the Annual Review Meeting. Transfer received in order at the Registrar
Office of the First Pak Modaraba (whose address is given below) up to the close of
business hours on October 23, 2015 will be treated in time.

2. The Certificate holders are advised o notify to the Registrar of First Pak Modaraba of
any change in their addresses 1o ensure prompt delivery of mails. Further, any Certificates
for transfer, etc, should be lodged with the Registrar, Shares & Corporate Services (Private)
Limited, Meharsons Estate, Block-E, Talpur Road, near NBP Building, Karachi (Phone:
0300-2061853).

3. Account Holders holding beok eniry securities of the First Pak Modaraba in Central
Depository Company of Pakistan Limited, who wish to attend the Annual Review Meeting,
are requested to bring original Computerized National Identity Card for identification
purpose and will in addition, have to follow the guidelines as laid down in Circular No. 1
of 2000 dated January 25, 2000 of the Securities and Exchange Commission of Pakistan
(SECP) for attending the meeting.

4. Pursuant to the provisions of the Finance Act 2015 effective July 01, 2015, the rates
of deduction of income tax from dividend payments under the Income Tax Ordinance have
been revised as follows:

a) | Rate of tax deduction for filers of income tax returns 12.5%
b) | Rate of tax deduction for non-filers of income tax returns 17.5%

All the certificate holders of First Pak Modaraba who hold certificates in physical form are
therefore requested to send a valid copy of their CNIC and NTN Certificate, 1o First Pak
Modaraba Registrar, Shares & Corporate Services (Private) Limited, at the above mentioned
address to allow First Pak Modaraba to ascertain the status of certificate holders.
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If undelivered please return to ;

First Pak Mcodaraba

8-C, Block-6, PECHS, OffSharah-e-eFalsal, Karachi.
Tel: 021-34398852-5, 021-34370143



