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MISSION STATEMENT

Our mission Is to strive for continued excellence in providing quality services to the business community as a
whole, with the uttimate goal to Increase the value of certificate holders,

VISION STATEMENT

Our vislon is to establish First IBL Modaraba as the benchmark reference for all Islamic Financia
Institutions for the provision of financlal services In line with Increasing needs of our esteemed
customers anc to become the premier finarcial service organization that provides the highest level of quality
service while remaining Innovatlve and responsive to ever-changing custome: demands,

CORPORATE STRATEGY

We, First 1BL Modaraba, being a multi purposes Modaraba and an [slamic financial institution, are engaged in
various Shariah compliant procucts, namely; financing through ljarah, Muranahah and Musharakah
arrangements and investments in Shari'ah compliant securities.

In order to maintain diversified business activities in different sectors of economy, we do not only focus them
for Corporate and SMEs Sectors but we aso facllitate proprietorship and partnership firms and the individua's
in thelr businesses, which play an effective and Important role in the markets,

Keeping in light the present micro and macro economic scenarios in the country, we maintain and apply
cautious and well maintaned risk management policies In extending the new business rather we target
the selec:ive/ quality clientele o as to minimize the risk of default in the repayments,
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NOTICE OF ANNUAL REVIEW MEETING (ARM)

Notice is hereby given to the certificate holders of First IBL Modaraba (FIBLM)
that 19t Annual Review Meeting [ARM] of certificate holders will be held on
Wednesday, October 23, 2019 at 03:00 p.m. at principal office of First IBL Modaraba,
Room No. 514, 5% Floor, Al-Hafeez Business Centre, 89-B-111, Gulberg-11I, Lahore to
review the performance of First IBL Modaraba for the year ended June 30, 2019.

The persons entitled to attend the meeting will be those certificate holders
whose names are entered in the register of certificate holders seven (7) days
before October 23, 2019.

The Management of the FIBLM has approved final Cash Dividend for the
financial year ended June 30, 2019 at the rate of Re.0.16 i.e. 1.60% per
Modaraba Certificate.

The certificate transfer books of FIBLM will remain close from October 17,
2019 to October 23, 2019 (both days inclusive)

SID

Company Secretary
October 1, 2019



First IBL Modaraba

DIRECTORS' REPORT

The Board of Directors of M/s. IBL Modaraba Management (Private) Limited [IBLMM], the
Management Company of First IBL Modaraba [FIBLM], is pleased to present to the certificate holders
the Audited Financials Statement of First IBL Modaraba for the year ended June 30, 2019 along with
Auditors’ Report thereon,

Einancial Results:

Summarized results for the year under report are as under:

June 2019 [ June 2018
Rs In 000"
Operating income 26,271 34,643
Other income 10,403 1,046
Expenses 31,443 35,641
Management fee- 10% 523 4.78
Net profit after Tax 4,708 43.04

Review of operations:

By the grace of Almighty, in competitive, challenging and uncertain economic scenario, another
successful financial year is concluded by the management of First IBL Modaraba and maintain the
confidence of its certificate holders on them by reporting net profit after tax of Rs. 4,708 million.

Segment wise contribution of Modaraba’s operating income was as follows:

Income Segment Contribution
ljarah 36.36%
Musharikah 32.22%
Murabaha 0.06%
Income from investment property 28.53%
Profit on deposits 2.83%

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

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

Income Segment £Y 2019 I LY 4038
Rs. in”000"

ljarah 9,552 20,231
Musharikah 8,465 6,707
Murabaha 14.734 64.466
Investment property 7,495 7,495
Profit on deposits 743.53 144.44
Income from operations 26,270 34,642
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The analysis of operating expenses as compared with the preceding period is as follows:

TE——— FY 2019 |  Fy 2018
Rs. in”"000"
Operating expenses 17,818 21,191
Other operating expenses 830 818
18,648 22,009

During the financial year 2018-19 the management of modaraba was managed to recover Rs.9.11
million from classified portfolio and it is probable that it will be further improve in future.

The main focus of management was on enhancement of equity of modaraba. For this purpose the
management is in coordination with various national and international investors/ stake holders.

During the reporting period modaraba suffered a loss of Rs. 3,02 million on its available for sale
investments classified under short term investments in the balance sheet. The reason behind the loss
was bearish trend of stock market in the FY 2018-19.

As on reporting date the reserves of modaraba dropped to Rs.46.305 million as compared to
Rs.48.385 million in the preceding period due to revaluation loss in available for sale investments.,

During the period under review the management had complied with all regulatory requirements as
specified by code of corporate governance,

Attendance of board meetings:

During the financial year 2018-19 the attendance of board meeting was as follows:

No. of meetings Leave of

Sr # Name of director No of meetings sitendad o iy

1 Mr. Naveed Amin 04 04 0

2 Mr. Arslan Khan Khakwani 04 04 0

3 Mr. Ibrahim Hassan Murad 02 02 0

= Mr. Shiraz Butt 03 03 0
Composition of board of directors:
During FY 2017-18 the numbers of directors were as follows:

Number of director Male Female Total
Number of directors 04 0 04

The composition of board of directors’ during FY 2018-19 was as follows:

Sr # Name of director Type
1 Mr. Arslan Khan Khakwani Non-Executive
2 Mr. Naveed Amin Independent
3 Mr. Ibrahim Hassan Murad Executive
B Mr. Shiraz Butt Executive
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The operating data of modaraba for six (06) years is annexed to this report.

The detailed pattern of certificate holding as at June 30, 2019 as required under the Code is annexed
to this report,

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

Stock Market Review:
Pakistan's stock market has paid a heavy price of political uncertainty and present government’s
ambiguous fiscal policies.

It is pertinent to mention here that from July, 2018 to June 2019, KSE-100 Index has registered a
total decrease of 7,833 pts (41,734: July 02, 2018 and 33,901; June 28, 2019).

According to the stock market experts, the loss not only affected the investors including pension and
mutual funds policy holders where people invest for retirement planning etc. but the sluggish market
activity has adversely affected the amount of tax deposited in the national exchequer.

There are some technical reasons behind the fall of stock market in the recent era, Owing to inflated
interest rate scenario, the mutual funds investors have started shifting from equity investment to
money market or fixed income instruments, A large number of investors are quitting the equity
market and giving preference to money market. The mutual funds have no option but to sell their
stocks.

Political uncertainty definitely has played a great role in the stock market slump. The uncertainty in
fiscal policies by the present government particularly about the interest and exchange rate has also
caused loss to the market. The investors were not sure what would be the interest and exchange
rate,

Traditionally the markets perform well after the signing of deal with IMF but this time, the market
has played quite opposite to the expectations. The IMF program also helps in accessing the
international market, There are chances the market will start performing well in the coming days.

Pakistan Economic Review:

The macroeconomic stability is a fundamental pre-requisite for sustained economic growth. Pakistan’s
economy has experienced frequent boom and bust cycles. Typically, each cycle comprised of 3-4
years of relatively higher growth followed by a macroeconomic crisis which necessitated the
stabilization programs. The inability to achieve sustained and rapid economic growth is due to

structural issues which require effective monetary and fiscal measures to achieve macroeconomic
stability.

The fiscal tightening and the rising inflation on account of increasing utility prices, rationalization of
taxes, measures to reduce the primary balance, and any further exchange rate adjustments, along
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with higher oil prices, protectionists tendencies in some of the economies and tightening monetary
conditions in the developed countries leading to lower capital inflows will remain downside risk.,

The new elected government faces formidable macroeconomic challenges. The foremost challenge to
the economy was the rising aggregate demand without corresponding resources to support it,
leading to rising fiscal and external account deficits. The Government took some drastic steps in
order to control the twin deficits during the year 2018-19 causing a dent on GDP growth which
reduced to 3.29% as against the budgeted target of 6.2 percent. Almost all the targets like GDP
growth, exports, fiscal deficit, revenue generation, inflation and other key indicators all went off the
mark. Currency devalued by almost 38% and bench mark interest rates increased by 600 basis points
which created panic like situation in both money and capital markets. During the year under review
fiscal deficit increase from 6.6% to 8.9% of the GDP. The total debt & liabilities (including local and
foreign) stood at Rs. 40 trillion. The current account deficit was decrease from 6.3% to 4.8% of the
GDP,

As a short-term measure to get a breathing space, the government secured $ 9.2 billion from friendly
countries to build up buffers and to ensure timely repayment of previous loans. The government has
also taken some overdue tough decisions i.e. increase in energy tariffs to stop further accumulation
of circular debt, reduction in imports through regulatory duties and withdrawal of some of the tax
relaxations given in the last budget in order to arrest the deterioration in primary balance. These
painful decisions were tough for the new elected government.

The Government has introduced set of economic and structural reforms in the Federal Budget of
2019-20 as suggested by International Monetary Fund and Financial Action Task Force in order to
document and stabilize the economy in short to medium term and control both Current and Fiscal
deficits, the results of which will be visible in short to medium term.

Euture Outlook:

Keeping in view the current market scenario the management of FIBLM is taking concrete steps to
make more effective future business and marketing strategies to increase profitability as well as more
effective system of internal controls.

Preference will also be given to recovery of un-verifiable receivable balances for which the
management is putting its best efforts which include negotiation with the debtors.

Major focus of the management will be on enhancement of certificate capital of Modaraba for which
the management is in close co-ordination with various national an international stake holders.

Auditors:

The present auditors M/s. RSM Avais Hyder Liaquat Nauman & Co Chartered Accountant, being due
for retirement, have offered themselves for re-appointment for the year ending June 30, 2020, Their
appointment has been confirmed by the Board, subject to approval by the Registrar, Modaraba
Companies and Modarabas.
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Acknowledgement:

The Board remains thankful to Securities & Exchange Commission of Pakistan, Registrar Modaraba,
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For & On behalf of the Board

Shiraz Butt
Chief Executive

Date: September 30, 2019
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SIX YEARS' FINANCIAL SUMMARY

BALANCE SHEET
(Ps m Mlon |

Year Ended June 30. 2013 2014 2015 2016 2017 2018
CURRENT ASSETS
Cash and bank balances 3.52 30.35 24.58 20.70 13.91 23.50
|jarah rental recenvables 0.32 0.49 0.53 0.99 0.38 0.44
Advances, prepayments & other receivables 36.94 33.54 13.64 12.34 10.35 9.21
Short ferm investmentis 220 7.77 11.87 36.18 7.64 593
Current portion of musharikah receivabiles 19.37 3.96 16.50 14.41 42 .39 65.06
Current portion of murabaha receivables 23.00 6.65 2221 18.34 = 0.50
Total Current Assels 105.16 B82.76 89.32 102.96 74.67 104.64
NON-CURRENT ASSETS
Long term murabaha receivables 21.84 . -
Long term musharikah receiables = = = - 29.03 1.89
Long term advances and deposits 321 2.71 27 27 2.7 2.62
Investment Property 97.08 9208 B7.08 8208 77.08 72.08
Fixed assefs under ijarah arrangements 11.68 22.459 31.89 35.64 42.29 40.13
Fixed assets under own use 2 44 1.74 1.28 0.78 2.57 2.85
Intangible assets 0.42 0.09 0.17 0.08 - -
Total Non-Current Assets 114.83 140.95 123.12 121.30 153.68 119.58
Total Assets 219.98 223.M1 212.44 224.26 228.35 224.22
CURRENT LI ABILITI ES
Creditors. accrued & other liabilities 12.08 4.29 3.61 5.20 1.49 1.06
Short_term borrowing = = = 10.00 15.00 -
Musharikah profit payable 1.43 1.43 1.43 1.43 1.43 1.43
Musharikah finance 12.14 11.20 8.20 4.20 0.70 0.70
Icunenl portion of non current liabilities 7.87 5.02 441 5.08 7.73 11.11
Provision for taxation 3.19 3.19 - . e -
Unclaimed profit distribution 7.65 9.82 B.41 9.48 9.37 10.48
Total current Liabilities 44.36 34.94 26.06 35.38 35.72 24.79
NON CURRENT LIABILUTIES
Long lerm securily deposis 1.94 6.57 10.25 10.05 9.76 10.16
Detfered murabaha income - 2.41 = - =
|To1-| non current Liabilities 1.94 8.98 10.25 10.05 9.76 10.16
EQUITY
| ssued. subscribed & paid up capital 201.88 201.88 201.88 201.88 201.88 216.88
FReserves 43.60 49 06 4781 46.69 49.79 48 .39
Revenue Reserve and Unappropriated prolfit (71.79) (71.14) (73.56) (69.73) (68.80) (75.98)
Total Equity 173.68 179.79 176.12 178.84 182.87 189.28
Total Equity & Liabilities 219.98 223.M 212.44 224.26 228.35 224.22
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SIX YEARS' FINANCIAL SUMMARY

PROFIT & LOSS SUMMARY

{Rs in Million)
Year Ended June 30. 2013 2014 2015 2016 2017 2018
[INCOME
[income from ljarah 3.32 5.54 10.12 12.72 15.49 20.23
|F'|'oﬁt on murabaha invesimenis 4.03 4.19 3.66 2.25 - 0.06
ofit on musharikah investmenis 0.00 0.56 1.65 3.61 6.34 B6.71
income from investment property 4.37 7.50 7.50 7.50 7.50 7.50
|Profii on deposits 0.54 0.67 0.38 1.54 1.42 0.14
Income from shorl term investmenis 0.09 0.17 3.96 6.29 0.48 -
Sub-total 12.36 18.61 27.26 33.90 31.23 34.64
|[oTHER | NCOME
IRF.-vetsa ol provision against non performing musharikah 14.54 11.02 4.34 9.85 10.24 0.00
|Reversal of musharikah profit held in suspense actount 1.99 0.00 2.64 0.00 2.98 0.00
|oalances writien back 0.66 5.32 0.83 0.00 0.54 0.00
Other income 0.58 1.11 0.69 0.16 2.40 1.05
Sub-total 17.77 17.45 8.51 10.01 16.16 1.05
Total | ncome 30.13 36.06 35.77 43.91 47.39 35.69
[ExPENSES
Operaling Expenses 14.23 19.36 19.49 21.49 23.97 21.19
Depreciation on assets under ijarah 397 5.16 8.85 10.83 11.75 13.63
Other operaling expenses 1.61 1.25 1.62 0.67 0.47 0.82
Total Expenses 19.81 25.77 29.85 32.98 36.19 35.64
Taxation - - - - 0.09
|Profit/ (loss) belore Managemen! Fee 10.32 10.29 5.92 10.93 11.11 0.05
[Management Fee 1.03 1.03 0.59 1.09 1.11 0.00
[Net Profit 9.29 9.26 5.33 9.84 10.00 0.04
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Statement of Compliance with Code of Corporate Governance
For the period ended June 30, 2019

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

The company has applied the principles contained in the CCG in the following manner:

1. The total number of directors are as per followings:
Male 04
Female None

2. The composition of board is as follows:

Independent Director 1
Executive Director 2
Non-Executive Directors 1

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

4. The 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.

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

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

7. The meetings of the board were presided over by the Chairman and, in his absence,
by a director elected by the board for this purpose. The board has complied with
requirements of Act and the Regulations with respect to frequency, recording and
circulation minutes of the meeting of the Board.

8. The Board of directors has formal policy and transparent procedures for remuneration
of directors in accordance with the Act and these Regulations.
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10.

1.

12.

13.

14.

15.

16.

1%

18.

The Board has not arranged Directors' training program for the directors as some of
the directors has already obtained the relevant training or is exempted under the
Regulations.

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

CFO and CEO duly endorsed the financial statements before approval of the Board.
The Board has formed committees comprising of members given below:

a) Audit Committee:

Mr. Naveed Amin Chairman
Mr. Arslan Khan Khakwani Member
Mr. Ibrahim Hasan Murad Member

b) HR and Remuneration Committee:

Mr. Ibrahim Hasan Murad Chairman
Mr. Arslan Khan Khakwani Member
Mr. Naveed Amin Member

The Chairman of HR & R Committee is an Executive Director.

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

The Chairman of Board of Directors and Chief Executive are two separate persons.

The frequency of meetings (Quarterly/Half Yearly and Yearly) of the committees was
as per following

Audit Committee 04
HR and Remuneration Committee 04

The board has set up an effective internal audit function and Mr. Husnain Shafqat
who is considered suitably qualified and experienced for the purpose and is
conversant with the policies and procedures of the company.

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

20. We confirm that all other material principles enshrined in the CCG have been

complied with, except referred above in Sr. # 23 towards which reasonable progress
is being made.

SID

Chairman
September 30, 2019
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Review Report on the Statement of Compliance contained in Listed
Companies (Code of Corporate Governance) Regulations, 2017

We have reviewed the enclosed Statement of Compliance with the Listed Companies(Code of
CorporateGovernance)Regulations,2017(the Regulations)prepared by the Board of Directors of IBL
Modaraba Management(Private)limited for the year ended June 30,2019 in accordance with the
requirements ofregulation 40 of the Regulations.

The responsibility for compliance with the Regulations is that of the Board of Directors of the Company. Our
responsibility is to review whether the Statement of Compliance reflects the status of the Company's
compliancewith the provisions of the Regulations and report if it does not and to highlight any non-
compliance with therequirements of the Regulations. A review is limited primarily to inquiries of the
Company's personnel and reviewof various documents prepared by the Company to comply with the
Regulations.

As a part of our audit of the financial statements, we are required to obtain an understanding of the
accountingand internal control systems sufficient to plan the audit and develop an effective audit approach.
We are notrequired to consider whether the Board of Directors ‘statement on internal control covers all risks
and controls orto form an opinion on the effectiveness of such internal controls, the Company's corporate
governanceprocedures and risks.

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

Based on our review nothing has come to our attention, which causes us to believe that the Statement of
Compliance does not appropriately reflect the Company's compliance, in all material respects, with
theRegulations as applicable to the Company for the year ended June 30, 2019.

@mff«& 7/ M
RSM AVAIS HYDER LIAQUAT NAUMAN.

Chartered Accountants Islamabad
(Engagement Partner: Nauman Mahmood) . _ _ Dated: September 30. 2019
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AUDITOR’S REPORT TO CERTIFICATE HOLDERS

We have audited the annexed financial statements of First IBL Modaraba ,("the Modaraba”) which
comprises of Statement of financial position as at June 30, 2019 and related profit and loss account,
statement of comprehensive income, cash fiow statement and statement of changes in equity for the
year then ended and notes to the finandal statements, including summary of significant accounting
policies and other explanatory information 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 Modaraba Company’s (IBL Modaraba Management (Private) Limited)
responsibility who is also responsible to establish and maintain a system of internal controls, and prepare
and present the above said statements in conformity with approved accounting standards as applicable
in Pakistan and the requirements of 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 examining on 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 financial statements. We believe that our audit provides a
reasonable basis for our opinion and, after due verification, we report that:

a) We were unable to verify receivable balances aggregating to Rs. 5.511 million (2018: Rs.
6.322 million) included in “Advances, prepayments and other receivables” and any
movement therein owing to non-availability of related records / information / direct
confirmation.

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

(i) the statement of financial position 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 accordance with the
accounting policies consistently applied ;

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

d) in our opinion and to the best of our information and according to the explanations
given to us, except for the possible effects of the matter described in preceding
paragraph " a", the statement of financial position, profit and loss account,
statement of comprehensive income, 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 ,
1980 (XXXI of 1980) and the Modaraba Companies and Modaraba Rules , 1981, in
the manner so required and respectively give a true and fair view of the state of the
Modaraba’s affairs as at June 30,2019 and of the profit, comprehensive loss, its cash
flows and changes in equity for the year then ended; and

e) In our opinion, Zakat deductible at source under Zakat and Ushr ordinance, 1980
(XVIII of 1980), was deducted by Modaraba and deposited in central Zakat Fund
established under section 7 of that ordinance.

p7» ff'& A/zxzﬁ_/

RSM AVAIS HYDER LIAQUAT NAUMAN.
Chartered Accountants Islamabad
(Engagement Partner: Nauman Mahmood) Dated: September 30, 2019
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SHARI'AH ADVISOR’S REPORT
FOR THE YEAR ENDED June 30, 2019

I have conducted the Shari'ah review of First IBL Modaraba managed by 1BL Modaraba Management
(Pvt.) Ltd. for the year ended June 30, 2019 in accordance with requirement of the Shari’a Compliance
and Shari‘ah Audit Mechanism for Modaraba.

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

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

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

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

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

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

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

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

There is no receipt of charity during the financial year accordingly no amount was credited into
charity account,

Conclusion

In this context of detailed Shari‘ah review carried by the undersigned for the Year ended June 30, 2019,
transactions during the period executed by FIBLM were found satisfactory as required by Shari‘ah Audit
Mechanism.

Dr. Mufti Salman Ahmad Khan
Shari'ah Advisor
September 18, 2019
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STATEMENT OF FINANCIAL POSITION AS AT JUNE 30, 2019

2019 2018
Note Rupees Rupees
ASSETS
Current Assets
Bank balances 6 32,047,734 23,503,774
Ijarah rentals receivable 7 1,300,470 439,111
Advances, prepayments and other recelvables 8 13,054,147 9,212,560
Short term investments 9 2,548,212 5,927,880
Short term musharaka receivables 10 . 53,857,958
Current portion of long term musharaka receivables 11 50,705,110 11,204,478
Murabaha receivable - 500,000
99,655,673 104,645,761
Non-Current Assets
Long term musharaka receivables 11 20,179,814 1,891,061
Long term advances and deposits 12 2,619,260 2,619,260
Investment property 13 67,083,634 72,083,662
Fixed assets under ijarah arrangements 14 36,846,759 40,132,004
Fixed assets under own use 15 3,348,799 2,850,284
130,078,266 119,576,271
Total Assets 229,733,939 224,222,032
LIABILITIES
Current Liabilities
Creditors, accrued and other liabilities 16 1,773,892 1,044,156
Musharaka profit payable 17 1,430,192 1,430,192
Musharaka finances 700,000 700,000
Current portion of long term security deposits 18 14,372,460 11,114,320
Deferred murabaha income . 17,600
Unpresented profit warrants 10,480,524 10,480,807
28,757,068 24,787,075
Non-Current Liabilities
Long term security deposits 18 10,011,110 10,155,550
Total Liabilities 38,768,178 34,942,625
NET ASSETS 190,965,761 189,279,407
REPRESENTED BY:
Certificate capital 19 216,875,000 216,875,000
Reserves 20 46,305,510 48,385,700
Accumulated loss (72,214,749) (75,981,293)
Contingencies and commitments 21 - -
190,965,761 189,279,407
The annexed notes form an Integral part of these financial statements.
SID SID SID SID
CHIEF EXECUTIVE DIRECTOR DIRECTOR CHIEF FINANCIAL OFFICER
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PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2019

2019 2018
Note Rupees Rupees
INCOME FROM OPERATION
Income from ijarah 22 9,552,173 20,231,423
Profit on murabaha investment 14,734 64,466
Profit on musharaka investments 8,465,229 6,707,422
Income from investment property 7,495,440 7,495,440
Profit on modaraba certificate, term deposit
receipts and bank deposits 743,535 144,550
26,271,111 34,643,301
OTHER INCOME
Reversal of musharaka profit held in suspense account 8,631,297 -
Other income 23 1,772,506 1,046,069
10,403,803 1,046,069
TOTAL INCOME 36,674,914 ,689,
EXPENSES
Operating expenses 24 (17,818,048 (21,191,898)
Depreciation on assets under ijarah 14 (12,795,063) (13,631,214)
Other operating expenses 25 (830,492) (818,432)
(31,443,603) (35,641,544)
Profit before Tax 5,231,311 47,826
Taxation
Profit before Modaraba Company's Management Fee 5,231,311 47,826
Modaraba Company’s management fee 26 (523,131) (4,783)
Net Profit for the Year 4,708,180 43,043
Earnings per Modaraba Certificate - Basic and Diluted 27 0.217 0.002
The annexed notes form an integral part of these financial statements. 4# m
SID SID SID SID

CHIEF EXECUTIVE DIRECTOR DIRECTOR CHIEF FINANCIAL OFFICER
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STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2019

2019 2018
Rupees Rupees
Net Profit for the Year 4,708,180 43,043
Other comprehensive income
Items that may be reclassified subsequently to profit or loss
Unrealized (loss) / income on investments (3,021,826) (1,421,432)
Items that will not be reclassified subsequently to profit or loss
Other comprehensive (loss) / income for the year (3,021,826) (1,421,432)
Total Comprehensive Loss for the Year 1,686,354 (1,378,389)
The annexed notes form an integral part of these financial statements. /)#A?“
SID SID SID SID

CHIEF EXECUTIVE DIRECTOR DIRECTOR CHIEF FINANCIAL OFFICER
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CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2019

2019 2018
Note Rupees Rupees

CASH FLOW FROM OPERATING ACTIVITIES

Cash Generated from / (Used in) operations 28 19,080,537 27,770,104
Income taxes paid (89,752) (84,199)
Net Cash Genrated from / (Used in) Operating Activities 18,990,785 27,685,905
CASH FLOW FROM INVESTING ACTIVITIES

Purchase of fixed assets under ijarah arrangements (10,956,000) (14,103,900)
Purchase of fixed assets under own use (2,093,500) (148,010)
Capital work in progress 600,000 (752,000)
Proceeds from disposal of fixed assets under own use 74,422 46,641
Proceeds from disposal of assets on terminating ijarahs 1,185,000 2,812,245
Profit on term deposit receipts and bank deposits 743,535 144,550
Net Cash (Used in) / Generated from Investing Activities (10,446,543) (12,000,474)
CASH FLOW FROM FINANCING ACTIVITIES

Dividends paid | (283)| | (6,099,114)|
Net Cash Used in Financing Activities (283) (6,099,114)
Net Increase / (Decrease) in Cash and Cash Equivalents 8,543,960 9,586,317
Cash and cash equivalents at the beginning of the year 23,503,774 13,917,457
Cash and Cash Equivalents at the End of the Year 32,047,734 23,503,774

Wi

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

SID SID SID SID

CHIEF EXECUTIVE DIRECTOR DIRECTOR CHIEF FINANCIAL OFFICER
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2019

Reserves
Unrealized Gain e
Particulars ol ionid of 3‘.;{:'.:;-'."'}.": Total Loss Vi Nauhy.
mmm

Balance as at June 30, 2017 201,875,000 43,059,864 6,738,639 49,798,523 (68,608,769) 182,864,734
Comprehensive Income for the year
Net profit for the year . . . . 43,043 43,043
Other comprehensive income for the year . . (1,421,432) (1,421,432) . (1,421,432)
Total comprehensive Income for the year . . (1,421,432) (1,421,432) 43,043 (1,378,389)
Issuance of Captial Certificates 15,000,000 15,000,000
Transferred to statutory reserve . 8,609 . 8,609 (8,609)
Transactions with owners
Profit distributed for the year ended

June 30, 2017 . . . . (7,206,938) (7,206,938)
Balance as at June 30, 2018 216,875,000 43,068,493 5,317,207 48,385,700 (75,981,293) 189,279,407
Comprehensive income for the year
Net profit for the year - - - . 4,708,180 4,708,180
Other comprehensive loss for the year e » (3,021,826) (3,021,826) . (J,OZI,BZ‘G)J
Total comprehensive loss for the year . . (3,021,826) (3,021,826) 4,708,180 1,686,354
Transferred to statutory reserve . 941,636 . 941,636 (941,636)
Balance as at June 30, 2019 et 6,875,000 44,010,129 2,295 381 46,305 510 (22,214,740) 190,965 761
The annexed notes form an Integral part of these financial statements, M/&

SID SID SID SID

CHIEF EXECUTIVE DIRECTOR DIRECTOR CHIEF FINANCIAL OFFICER
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2019

Note 1
Legal Status and Nature of Business

First 1BL Modaraba ("the Modaraba") is a multi purpose, perpetual and multi dimensional Modaraba formed under the
Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980 and rules framed thereunder, having its
registered office # 514, Al hafeez Business, center, 89 B-1Il , Guiberg III ,Lahore. The Modaraba is managed by IBL
Modaraba Management (Private) Limited (Modaraba Management Company) incorporated in Pakistan under the Companies
Act, 2017 and registered with the Registrar of Modaraba Companies.

The Modaraba is listed on Pakistan stock exchange, It commenced its operations on October 19, 1989 and is currently
engaged In various Islamic modes of financing and operations including ifarah, musharaka and murabaha arrangements,

Note 2
Basis of Preparation

2.1 Statement of compliance

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

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

- The requirements of the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980, the Modaraba

Companies and Modaraba Rules, 1981; prudential regulations and directives issued by the Securities and Exchange
Commission of Pakistan (the Modaraba Regulations).

Wherever, the requirements of the Modaraba Regulations differ from the requirements of these standards, the
requirements of the Modaraba Regulations take precedence.

2.2 Accounting convention
These financial statements have been prepared under the historical cost convention except for the measurement of
certain financial instruments at fair value in accordance with the requirements of IAS-39 (Financial Instruments:
Recognition and Measurement) and at the overall contract price in accordance with IFAS-1 (Murabaha).

2.3 Functional and presentation currency

These financial statements are presented in Pak Rupees which is Modaraba's functional and presentation currency. All
financial Information presented in Pak Rupees has been rounded off to the nearest rupee unless otherwise stated,

A
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Note 3
Use of Estimates and Judgments

The preparation of financial statements in conformity with approved accounting standards requires management to make
judgments, estimates and assumptions that affect application of policies and reported amounts of assets, liabilities, income
and expenses. These estimates and associated assumptions are based on historical experience and various other factors that
are believed to be reasonable under circumstances, results of which form the basis of making judgment about carrying

amounts of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these
estimates.

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

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

Fixed assets

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

Short term investments

The Modaraba has recorded Its short term investments by using quotations from active market. This valuation is subjective to
market price fluctuation and therefore, cannot be determined with precision,

Ijarah rentals, musharaka and murabaha investments

Ijarah rentals, musharaka receivables and murabaha investments are stated net of provision, where applicable. Provision is
recognised for ijarah rentals receivable, musharaka receivables and murabaha investment in accordance with the prudential
regulations for the Modarabas issued by the Securities and Exchange Commission of Pakistan (SECP). Bad and doubtful
receivables are written-off when identified.

Note 4
Changes in Accounting Standards, Interpretations and Pronouncements

4.1 Standards, interpretations and amendments to approved accounting standards which became effective
during the year

IFRS 9 replaced the provisions of IAS 39 ‘Financial Instruments: Recognition and Measurement’ that relates to the
recognition, classification and measurement of financial assets and finandal liabilities, derecognition of financal
instruments, impairment of financial assets and hedge accounting. Changes in accounting policies resulting from
adoption of IFRS 9 have been applied retrospectively. The details of new significant accounting policies adopted and
the nature and effect of the changes to previous accounting policies are set out below:



First IBL Modaraba

Classification and measurement of financial assets and financial liabilities

IFRS 9 largely retains the existing requirements in IAS 39 for the dassification and measurement of financial liabilities.
However, it eliminates the previous 1AS 39 categories for financial assets of heid to maturity, loans and receivables,
held for trading and available for sale. IFRS 9, dassifies financial assets in the following three categories:

fair value through other comprehensive income (FVOCI);
fair value through profit or loss (FVTPL); and
measured at amortized cost.

The following assessments have been made on the basis of the facts and circumstances that existed at
the date of initial application:

The determination of business model within which a financial asset is held; and
The designation and revocation of previous designation of certain financial assets as measured at FVTPL.

A financial asset is measured at amortized cost if it meets both of the following conditions and is not designated as at
fair value through profit or loss:

it is held within business model whose objective is to hold assets to collect contractual cash flows; and

its contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest on
principal amount outstanding.

A debt investment is measured at FVOCI if it meets both of the following conditions and is not designated as at FVTPL:

It is held within a business model whose objective is achieved by both collecting contractual cash flows and selling
finandial assets; and

Its contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest on the
principal amount outstanding.

For assets measured at fair value, gains and losses will either be recorded in the statement of profit or loss account or
other comprehensive income. For investments in equity instruments that are not held for trading, this will depend on
whether the Company has made an irrevocable election at the time of initial recognition to account for the equity
investment at FVOCI.

All financial assets not classified as measured at amortized cost or FVOCI as described above are measured at FVTPL.
On initial recognition, the Company may irrevocably designate a financial asset that otherwise meets the requirements
to be measured at amortized cost or at FVOCI as FVTPL if doing so eliminates or significantly reduces an accounting
mismatch that would otherwise arise.

A financial asset is initially measured at fair value plus, for an item not at FVTPL, transaction costs that are directly
attributable to its acquisition.

The adoption of IFRS 9 did not have a significant effect on the Company’s accounting policies related to financial
The accounting policies that apply to financial instruments are stated in note 5.3 to the financial statements.

The following table explains the original measurement categories under IAS 39 and the new measurement categories
under IFRS 9 for each class of the Modaraba's financial assets as at 30 June 2018:
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ification und New dassification  Orignal carrying  New carrying

1AS 39 under IFRS 9 amount amount

As at 30 June 2018 Rupees
Bank balances Loan receivable Amortized cost 23,503,774 23,503,774
Tjarah rentals receivable Loan receivable Amortized cost 439,111 439,111
Advances,
prepayments and Loan receivable Amortized cost 9,212,560 9,212,560
other receivables
Short term investments Loan receivable Amortized cost 5,927,880 5,927,880
Short term musharaka receivables Loan receivable Amortized cost 53,857,958 53,857,958
Musharaka receivables Loan receivable Amortized cost 13,095,539 13,095,539
Murabaha receivable Loan receivable Amortized cost 500,000 500,000
Long term advances and deposits Loan receivable Amortized cost 2,619,260 2,619,260
Total financial assets 109,156,082 109,156,082
Long term security Other financial Other financial
deposit iabilities liabilities 21,269,870 21,269,870
Creditors, accrued Other financial Other financial
and other liabilities liabilities fiabilities 10¥8,156 R
Musharaka profit Other financial Other financial
payable Habilities iabilities 1,430,192 1,430,192

Other financial Other financial
Musharaka finances iabilities kabilities 700,000 700,000
Total financial liabilities 24,444,218 24,444,218
Impairment

IFRS 9 replaces the 'incurred loss' model in IAS 39 with an 'expected credit loss' (ECL) model. IFRS 9 introduces a
forward looking expected credit loss model, rather than the current incurred loss model, when assessing the
impairment of financial asset in the scope of IFRS 9. The new impairment model applies to financial assets measured
at amortized cost, contract assets and debt investments at FVOCI, but not to investments in equity instruments.

The Modaraba applies the IFRS 9 simplified approach for measuring expected credit losses which uses a lifetime
expected loss allowance for all financial assets, except in the case of calculation impairment provision on finandial
assets where the requirements of the Prudential Regulations for Modaraba prevails.

Loss allowance on other securities and bank balances is measured at 12 months expected credit losses. Since these
assets are short term in nature, therefore no credit loss is expected on these balances.

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

IFRS 15 replaced IAS 18 Revenue, IAS 11 Construction Contracts and related interpretations. The Modaraba has
applied the modified retrospective method upon adoption of IFRS 15 as allowed under the Standard. This method
requires the recognition of the cumulative effect (without practical expedients) of initially applying IFRS 15 to retained
eamings. Accordingly, the information presented for 2018 has not been restated i.e. it is presented, as previously
reported under IAS 18 and related interpretations.

Adoption of IFRS 15 did not have an impact on the timing and amounts of revenue recognition of the Modaraba,
Apart from providing more extensive disclosures, the application of IFRS 15 has not had a significant impact on the

financial position and / or financial performance of the Modaraba for the reasons described above. Accordingly there
were no adjustments to retained earning on application of IFRS 15 at July 01, 2018. M1
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4.2 Standards, interpretation and amendments to approved accounting standards that are not yet effective

The following standards, amendments and interpretations with respect to the approved accounting standards as
applicable in Pakistan and relevant to the Modaraba, would be effective from the dates mentioned below against the
respective standard or interpretation:

IFRS 16 ‘Leases’ (effective for annual period beginning on or after January 01, 2019). IFRS 16 replaces existing leasing
guidance, including IAS 17 ‘Leases’, IFRIC 4 ‘Determining whether an Arrangement contains a Lease’, SIC-15
‘Operating Leases- Incentives’ and SIC-27 ‘Evaluating the Substance of Transactions Involving the Legal Form of a
Lease’. IFRS 16 introduces a single, on-Statement of financial position lease accounting model for lessees. A lessee
recognizes a right-of-use asset representing its right to use the underlying asset and a lease liabllity representing its
obligation to make lease payments. There are recognition exemptions for short-term leases and leases of low value
items. Lessor accounting remains similar to the current standard |.e. lessors continue to classify leases as finance or
operating leases. The Modaraba Is currently in the process of analyzing the potential impact of its lease arrangements
that will result in recognition of right to use assets and liabilities on adoption of the standard.

Amendment to IAS 28 ‘Investments in Associates and Joint Ventures’ - Long Term Interests in Associates and Joint
Ventures (effective for annual period beginning on or after January 01, 2019). The amendment will affect companies
that finance such entities with preference shares or with loans for which repayment is not expected in the foreseeable
future (referred to as long-term interests or 'LT1), The amendment and accompanying example state that LTI are in
the scope of both IFRS 9 and 1AS 28 and explain the annual sequence in which both standards are to be applied. The
amendments are not likely to have an impact on Modaraba‘s condensed Interim financial statements.,

Amendments to 1AS 19 ‘Employee Benefits- Plan Amendment, Curtallment or Settlement (effective for annual periods
beginning on or after January 01, 2019). The amendments clarify that on amendment, curtallment or settiement of a
defined benefit plan, a company now uses updated actuarial assumptions to determine its current service cost and net
Interest for the period; and the effect of the asset ceiling Is disregarded when calculating the gain or loss on any
settlement of the plan and Is dealt with separately in other comprehensive income, The application of amendments Is
not likely to have an impact on Modaraba’s financial statements.

Amendments to IAS 1 Presentation of Financial Statements and 1AS 8 Accounting Policies, Changes in Accounting
Estimates and Errors (effective for annual periods beginning on or after January 01, 2020). The amendments are
Intended to make the definition of material in IAS 1 easier to understand and are not intended to alter the underlying
concept of materiality in IFRS Standards. In addition, the IASB has also issued guidance on how to make materiality
judgements when preparing their general purpose financial statements in accordance with IFRS Standards.

1AS 23 Borrowing Costs - the amendment clarifies that a company treats as part of general borrowings any borrowing
originally made to develop an asset when the asset is ready for its intended use or sale. The above amendments are

effective from annual period beginning on or after January 01, 2019 and are not likely to have an impact on
Modaraba's financial statements,

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

Effective Date

(Period beginning on or after)
-IFRS 14 'Regulatory Deferral Accounts' January 1, 2016
-IFRS 17 'Insurance Contracts ' January 1, 2021

The Modaraba expects that such improvements to the standards will not have any material impact on the Modaraba's

financial statements. A#A/ //
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Note 5
Summary of Significant Accounting Policies

The significant accounting policies adopted in the preparation of these financial statements are set out below. These policies
have been consistently applied to all periods presented, unless stated otherwise,

5.1 Cash and cash equivalents

Cash and cash equivalents are carried in the Statement of financial positionat at cost. For the purpose of cash flow
statement, cash and cash equivalents consist of cash in hand and balances with banks,

5.2 Murabaha investment

Murabaha Investments are stated net of provision against potential murabaha losses. Provision Is recognized in
accordance with prudential regulations for Modarabas issued by the SECP or on the estimate of management,
whichever is higher, Bad debts are written off when identified. Murabaha receivables are recorded by the Modaraba at
invoiced amount and disclosed as such In the balance sheet,

Purchases and sales under murabaha and the resultant profit are accounted for on the culmination of murabaha
transaction, However, the profit on that portion of sales revenue not due for payment is deferred and shown in the
Statement of financlal positionas liability,

5.3 Financial assets

Initial measurement of financial asset
The Modaraba classifies its financial assets Into following three categories

- fair value through other comprehensive income (FVOCI);
- fair value through profit or loss (FVTPL); and
~ measured at amortised cost.

A financlal asset Is initially measured at fair value plus, for an item not at FVTPL, transaction costs that are directly
attributable to its acaulsition,

5.3.1 Debt instrument at Fair value through other comprehensive income

These assets are subsequently measured at fair value, Interest / markup income calculated using the effective interest
method, and impairment are recognised in the statement of profit or loss account. Other net gains and losses are
recognised in other comprehensive income. On de-recognition, gains and losses accumulated in other comprehensive
income and are never reclassified to the statement of profit and loss account,

5.3.2 Equity investement at fair value through other comrehensive income

These assets are subsequently measured at fair value. Dividends are recognised as income in the statement of profit
or loss account unless the dividend clearly represents a recovery of part of the cost of the Investment. Other net gains

and losses are recognised in other comprehensive income and are never reclassified to the statement of profit and loss
account.

5.3.3 Financial assets at fair value through profit or loss

These assets are subsequently measured at fair value. Net gains and losses, Including any interest / markup or
dividend income, are recognised in the statement of profit and loss account,

5.3.4 Financlal assets measured at amortized cost

These assets are subsequently measured at amortised cost using the effective interest method. The amortised cost is
reduced by impairment losses. Interest markup income, and impairment are recognised In the statement of profit and

i Mg
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5.3.5 Non-derivative financial assets

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

This cost is computed as the amount initially recognized minus principal repayments, plus or minus the cumulative
amortization, using the effective markup rate method, of 2 difference between the initially recognised amount and the
maturity amount. This calculation incdludes all fees and charges paid or received between parties to the contract that
are an integral part of the effective markup rate, transaction cost and all other premiums and discounts. For
investments cammied at amortized cost, gains and losses are recognized in the profit and loss account and then the
investments are derecognized or impaired, as well as, through the amortization process.

5.3.6 Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in
an active market. These are included in current assets, except for maturities greater than twelve months after the

reporting date, which are dassified as non-current assets. Loans and receivables comprise loans, deposits and other
receivables in the statement of financial position.

5.4 Financial liabilities

Financal liabilities are dassified according to the substance of the contractual arrangements entered into. Significant
financial liabilities are secured deposits against ijarah (lease) assets, musharaka payable and other liabilities.

5.5 Recognition and derecognition of financial instruments
MMMMIWM&EW&NHMMNWMBpawwmm
provisions of the instrument and are derecognized: in the case of asset, when the contractual rights under the
'nstn.mentaedaemgnized,amkedwsnm:mhcasedﬁaumy,mmwﬁmsm,
cancelled or expired.

Anygahl(loss)ontherecogmtjonanddefemgiﬁmofﬁtmassasandliabilitiesism:dedhthewuﬁt/(los)
for the period in which it arises.

Maﬂﬁaﬁlmsumaenadmnmmmmmaemasamdmymm
not financal instruments of the Modaraba.

5.6 Offsetting of financial assets and financial liabilities
mmwlmlmsmmmunamswmmsmwmdwmm
there is a legally enforceable right to set-off the recognized amounts and the Modaraba intends to either settle on 3
net basis, or to recognize the asset and settle the liability simultaneously.

5.7 Musharaka investment

mmmmm“mwdm.msmwmmmmmmm
hmmmms&o«mmmmdmwmsm.wdwmmw
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5.8

5.9

5.10

511

Fixed assets
Assets given to customers under ijarah arrangements

Assets given to customers under (jarah arrangements are accounted for as operating lease and are stated at cost less
accumulated depreciation and impairment loss, if any. Assets under ijarah arrangements are deprecated using the
straight line basis over the shorter of ijarah term or asset’s useful life. In respect of additions and transfer during the
year, depreciation is charged proportionately over the period of fjarah.

Assets in own use - Tangible

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

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

Assets in own use - Intangible

WMMWMSWMWKMI&WWNW
identified impairment loss. Intangible assets are amortized on straight line basis over a period of three years.

Investment property

Property not held for own use or for sale in the ordinary course of business is dlassified as investment property. The
mv&sbimm,msh&mmmwlafamwmmm
the cost model i.e. at cost less any accumulated deprecation and any identified impairment loss.

Deprediation on investment property is charged to income on straight-line method over its estimated useful life at the
mmmmxsmmmw.wmmmmmswm
the month in which a property is available for use while no depreciation is charged for the month in which the
property is disposed off.

Creditors and other liabilities

Creditors and other liabilities are measured at cost which is the fair value of the consideration to be paid in future for
goods and services received whether billed to the Modaraba or not.

Provisions

mnmmmmmaMhasambgdumWMasaMdmm
mnSMManmdmmmquummmmm
mammumammum.mmmmmummwm
to reflect the current best estimates.

mwwmamsmmmdmmmmmmmw
Wmmmme,mmmmmwmmesmangmmm
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5.12

5.13

5.14

5.15

5.16

Revenue recognition

l)arahm&mmMmimmmmxwmmmmMmmmw.

Profit on murabaha investment is recognized on pro-rata accrual basis, caiculated on number of days for which funds
are utilized.

Return on deposits with bank is recognized on accrual basis.

Profit on investment under musharaka arrangements is recognized on accrual basis and additional profit, if any, is
recognized on declaration by the investee company in accordance with terms of issue.

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

Taxation

Current

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

Deferred Tax

Deferred tax is accounted for using the Statement of financial position liability method on all temporary differences
arising between tax base of assets and liabilities and their carrying amounts in the financial statements. Deferred tax
liability is generally recognised for all taxable temporary differences and deferred tax asset is recognised to the extent
that it is probable that future taxable profits will be available against which the deductible temporary differences,
unused tax losses and tax credits can be utilised. Deferred tax is charged to or credited in the unconsolidated
statement of profit or loss and other comprehensive income

Proposed profit distribution to certificate holder

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

Related party transactions

Transactions involving related parties arising in the normal course of business are conducted at arm's length on the

same terms and conditions as are applicable to third party transactions or otherwise as approved by the Board of
Directors.

Impairment

Carrying amounts of the Modaraba's assets are reviewed at each the reporting date to determine whether there is any
indication of impairment. If such an indication exists, the recoverable amount of such asset is estimated and
impairment loss is recognized in the profit and loss account. Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised recoverable amount but limited to the extent of the initial cost
of the asset. A reversal of the impairment loss is recognized as loss in the profit and loss account.
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5.17 Segment reporting

As per IFRS 8: "Operating Segments”, segments are reported in @ 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 responsibale 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,

Note 6
Bank Balances
2019 2018
Rupees Rupees
Profit bearing bank account 28,967,470 21,372,393
Non profit bearing bank accounts 3,080,264 2,131,381
ﬂ v L L
Note 7
Ijarah Rentals Receivable
2019 2018
Note Rupees Rupees
Considered good 1,300,470 439,111
Considered doubtful 7.2 9,876,185 8,902,560
11,176,655 9,341,671
Provision against doubtful ijarah rentals (9,876,185) (8,902,560)
1,300,470 439,111
7.1 These represent rentals receivable against assets given under ljarah arrangements.
7.2 Movement in provision against doubtful ijarah rentals is as follows:
Opening balance 8,902,560 8,855,077
Addition during the year 1,060,210 214,063
Reversed during the year _ (86,585) (166,580)
23.1 373,625 47,483
Closing balance 9,876,185 8,902,560
Note 8
Advances, Prepayments and Other Receivables
2019 2018
Note Rupees Rupees
Advance income tax 1,211,210 1,121,457
Advance to employees (Unsecured - considered good) 572,492 597,651
Prepayments 405,341 440,066
2,189,043 2,159,174
Accrued profit on musharaka receivable:
- Profit receivable 5,059,164 11,209,724
- Less: Profit held in suspense account 11.2 (1,969,089) (10,600,386)
3,090,075 609,338
Accrued profit on murabaha receivables - 11,666
Other receivables 7,775,029 6,432,382
13,054,147 9,212,560

WA
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Note 9
Short Term Investments
2019 2018
Note Rupees Rupees
Investments in listed equity securities are classified as:
Equity instrument
At fair value through profit or loss 9.1 2,548,212 5,927,880
9.1 At fair value through profit or loss 2019 2018
Rupees Rupees
2019 2018 Name of entity
No. of shares / certificates
Holdings are in ordinary
15,662 15,662 The Searle Company Limited 2,295,423 5,317,249
Holdings are in ordinary
219 219 IBL Health Care 7,335 17,570
200 200 Attock Refinery Limited 15,454 43,062
100,000 100,000 First Punjab Modaraba 230,000 550,000
100,419 100,419 252‘789 610,632
Note 10
Short Term Musharaka Receivables
2019 2018
Note Rupees Rupees
Short term musharaka receivables 10.1 - 53,857,958

10.1 This represents musharaka finance provided to customers for business activities for a maximum period of one years.
The provisional rate of profit on these finances ranges from 12% to 15% (2018: 12% to 15%) per annum and secured
by way of hypothecation of goods, book debts and equitable mortgage of property. These charges have not been

registered.
Note 11
Long Term Musharaka Receivables
2019 2018
Note Rupees Rupees
Considered good 70.884.924 13.095.539
Considered doubtful 6,093,971 6,093,971
1.1 76,978,895 19,189,510
Provision against classified portfolio 11.2 (6,093,971) (6,093,971)
Less: Current portion (50,705,110) (11,204,478)

20,179,814 1,891,061

11.1 This represents musharaka finance provided to customers for business activities for a maximum period of five years.
The provisional rate of profit on these finances ranges from 12% to 16% (2018: 12% to 15%) per annum and secured
by way of hypothecation of goods, book debts and equitable mortgage of property. These charges have not been

MAN
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11.2 This represents provision made against overdue principal amount of musharaka finance on time based criteria in terms
of the requirement of the prudential regulations applicable to the Modaraba. Accrued profit of Rs.1,969,089 (2018:
Rs. 10,600,386) is held in suspense account (Refer to note 8). Movement in provision against classified portfolio is as

follows:
Opening balance 6,093,971 6,093,971
Recognized during the year . -
Reversed during the year 11.2.1
Closing balance ) 5 W X1 )75
11.2.1 This represents reversal of provision against outstanding principal after cash recovery from different parties,
Note 12
Long Term Advances and Deposits
2019 2018
Rupees Rupees
Advances 1.500.000 1.500.000
Deposits 1,119,260 1,119,260
2,619,260 2,619,260
Note 13
Investment Property
2019 2018
Note Rupees Rupees
Cost
Opening balance 131 100,000,465 100,000,465
Additions during the year - -
Closing balance 100,000,465 100,000,465
Accumulated Depreciation
Opening balance (27,916,803) (22,916,775)
Charged during the year 132 & 26 (5,000,028) (5,000,028
Closing balance (32,916,831) (27,916,803)
67,083,634 72,083,662

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

13.2 The Modaraba depreciates investment property on straight line basis @ 5% per annum.
13.3 The fair value of investment property as at June 30, 2019 was estimated to be Rs. 102.769 million (2018: Rs. 102.769

million). This management estimate was based on latest valuation carried on June 30, 2017 by an independent valuer.

13.4 The forced sale value of investment property as at June 30, 2019 was estimated to be Rs. 87.354 million (2018: Rs.
87.354 million). This management estimate was based on latest valuation carried on June 30, 2017 by an independent

e AoV
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Note 14
Fixed Assets under Ijarah Arrangements
Description sonoiass Vehicles umm and Total
Computers
Rupees Rupees Rupees Rupees
Year Ended June 30, 2018
Cost
Balance as at July 01, 2018 23,031,253 $5,035,533 603,825 78,670,611
Addtions . 10,890,000 66,000 10,956,000
Disposals (2,503,000) (2,503,000)
Balance as at June 30, 2019 23,031,253 63,422,533 669,825 87,123,611
Accumulated depreciation
Balance as at July 01, 2018 13,813,705 24,190,458 534,444 38,538,607
Charge for the year 4,535,026 8,260,037 - 12,795,063
Desposals . (1,056,818) . (1,056,818)
Balance as at June 30, 2018 18,348,739 31,393 669 534 444 50,276,852
Total as at June 30, 2019 4,“&514 w 135321 m
Year Ended June 30, 2017
Cost
Balance as at July 01, 2017 22,975,853 44,511,033 603,825 68,090,711
Addtions 55,400 14,048,500 . 14,103,900
Drsposais . (3,524,000) - (3,524,000)
Balance as at June 30, 2018 23,031,253 §5,035,533 603,825 78,670,611
Accumulated depreciation
Balance as at July 01, 2017 7,572,025 17,697,157 534,444 25,803,626
Charge for the year 6,241,680 7,389,534 - 13,631,214
Drsposais . (896,233) = (896,233)
Balance as at June 30, 2018 13,813,705 24,190,458 534 444 38,538,607
Total as at June 30, 2018 ".Zgﬁ“. wws .]"?l M

14.1 General description of significant ijarah arrangements (IFAS-2)
This represents ljarah arrangements made by the Modaraba at profit rates ranging from 10.00% to 17.00% (2018: 10.00% to
17.00% ) per annum. These arrangements are secured against assets under jarah, personal / corporate guarantees, demand
promissory notes executed by Musta’jir and other collaterals.

14.2 Aggregate amount of future ijarah rentals receivable on the basis of Jarah arrangements executed upto the reporting date are

as follows:
2019 2018
Rupees Rupees

Not later than one year 7,790,032 8,222,828

Later than one year but not later than five years 5,171,531 8,273,683
12,961,563 16,496,511

e - A
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Note 15
Fixed Assets under Own Use
2019 2018
Note Rupees Rupees

Operating fixed assets 15.1 3,348,799 2,250,284
Caplital work In progress - Advance for purchase of vehicle - 600,000

ST 285028
15.1 Operating fixed assets

Peacription Machinery n::r:l.:t‘:;l Vehicies !qgl'::cnt “A’:::'l:r;:‘ : AV
Rupees Rupees Rupees Rupees Rupees Rupees

Year Ended June 30, 2019
Cost
Balance as at July 01, 2018 1,987,400 4,763,295 2,566,020 1,429,517 2,612,628 13,358,860
Additions 483,310 1,582,190 28,000 2,093,500
Disposals (4,639,595) (91,130) - - (4,730,725)
Balance as at June 30, 2019 1,987,400 607,010 4,057,080 1,429,517 2,640,628 10,721,635
Accumulated depreciation
Balance as at July 01, 2018 1,987,400 4,679,450 573,505 1,306,013 2,562,208 11,108,576
Charge for the year 68,457 776,210 42,467 33,429 920,563
Disposals (4,639,595) (16,708) - (4,656,303)
Balance as at June 30, 2019 1,987,400 108,312 1,333,007 1,348,480 2,595,637 7,372,836
Total as at June 30, 2019 - 493‘698 &724,073 !&037 44,991 3‘348‘799
Year Ended June 30, 2018
Cost
Balance as at July 01, 2017 1,987,400 4,763,295 358,700 1,400,017 2,585,138 11,094,550
Additions - - 2,461,020 44,500 27,490 2,533,010
Disposals - - (253,700) (15,000) - (268,700)
Balance as at June 30, 2018 1,987,400 4,763,295 2,566,020 1,429,517 2,612,628 13,358,860
Accumulated depreciation
Balance as at July 01, 2017 1,972,286 4,644,410 334,920 1,278,665 2,530,623 10,760,904
Charge for the year 15,114 35,040 492,284 42,348 31,585 616,371
Disposals - (253,699) (15,000) (268,699)
Balance as at June 30, 2018 1,987,400 4,679,450 573,505 1,306,013 2,562,208 11,108,576
Total as at June 30, 2018 - 32‘045 MS!S 12&0‘ 59‘520 2,250,284
Depreciation rates 20% 20% 20% 20% 33.33%

A
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Note 16
Creditors, Accrued and Other Liabilities
2019 2018
Rupees Rupees
Accrued expenses 480.875 279,448
Payable to the Modaraba Management Company 223,131 4,783
Other liabilities 1,069,887 759,925
LZ22,892 10,156
Note 17
Musharaka profit payable 1,430,192 1,430,192
Note 18
Long Term Security Deposits
2019 2018
Rupees Rupees
Security deposit - Ijarah 24,383.570 21.269.870
Less: Current portion (14,372,460) (11,114,320)
Note 19
Certificate Capital
2019 2018 2019 2018
Number of certificates Rupees Rupees
Authorized:
50,000,000 50,000,000 Modaraba Certificates of Rs. 10 each 500,000,000 500,000,000
Issued, subscribed and paid-up:
2019 2018 2019 2018
Number of certificates Rupees Rupees
20,000,000 20,000,000 Modaraba Certificates of Rs. 10 each 200,000,000 200,000,000
issued as fully paid in cash
1,687,500 1,687,500 Modaraba Certificates of Rs. 10 each 16,875,000 16,875,000
Issued as fully pald bonus certificate
e bd882,500 21,682,500 —td8875.000 210,875,000

19.1 Reconciliation of the number of certificates outstanding as at the beginning and at the end of the year Is as under:

Opening balance of certificates
Certificates Issued during the year
Closing balance of certificates

2019

2018

Number of certificates

21,687,500

20,187,500
1,500,000

el S82200 20087300,
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19.3 Certificates of the Modaraba held by associates / related parties are as under:

2019 2018
Rupees Rupees
2,030,905 2,030,905 1BL Modaraba Management (Pvt.) Limited 20,309,050 20,309,050
3,070,000 3,070,000 University of Management and Technology 30,700,000 30,700,000
3,015,820 3,015,820 Director 30,158,200 30,158,200
8,116,725 8,116,725 81,167,250 81,167,250
Note 20
Reserves
2019 2018
Note Rupees Rupees
Statutory reserve 20.1 44,010,129 43,068,493
Unrealized gain on revaluation of available for sale investments 2,295,381 5,317,207
—0l0, . 8305.700

20.1 Statutory reserve represents profits set aside in compliance with the requirements of prudential regulations for
Modarabas issued by the SECP. These regulations require the Modaraba to transfer at least 20% after tax profit, if
any, up to a maxdmum of 50%, in the statutory reserves until the reserve equals 100% of the paid up capital.
Thereafter, a sum not less than 5% of the after tax profit is to be transferred into the statutory reserve each year.
During the year, an amount of Rs. 941,636 (2018: Rs. 8,609) has been transferred from profit for the year to
statutory reserve with the approval of the Board of Directors of the Management Company.

Note 21
Contingencies and Commitments

There were no material contingencies and commitments outstanding as at the reporting date (2018: Nil).

Note 22
Income from Ijarah
2019 2018
Note Rupees Rupees
Income from ijarah rental 10,525,798 20,278,906
Ijarah income suspended - net 7.2& 221 {973,625) (47,483)
a3 20231323

22.1 This represents ijarah income suspended in accordance with the prudential regulations applicabie to the Modaraba.

Note 23
Other Income
2019 2018

Rupees Rupees
Documentation charges 130,164 191,968
Gain on termination of ijarah arrangements 171,948 184,478
Gain on disposal of fixed assets under own use 50,579 46,641
Miscellaneous 1,419,815 622,982

L772.200.  _ LO9Q.002
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Note 24
Operating Expenses
2019 2018
Note Rupees Rupees
Salaries, allowances and other benefits 24.1 7,629,003 9,796,718
Communication expenses 231,105 232,946
Travelling and conveyance 25.2 810,179 891,737
Postage and stamps 13,020 137,572
Advertisement 23,200 61,900
Legal and professional charges 814,996 1,429,788
Rent, rates and taxes 6,960 900,232
Fees and subscription 915,917 883,960
Repairs and maintenance 537,112 313,425
Utilities 287,639 269,616
Insurance 239,457 204,371
Stationery, printing and other expenses 149,121 259,747
Deprediation / amortization:
- Investment property 13 5,000,028 5,000,028
- Owned - tangible 15 920,563 616,371
Intangible assets 16 - -
Entertainment 146,840 113,351
Bank charges 3,463 8,388
Office supplies 89,445 71,748
17@18&48 215191!898
24.1 Remuneration of Officers 2019 2018
Rupees Rupees
Salaries and other benefits include remuneration of officers:
Remuneration 3.635.668 4.282.787
Employer’s contribution to provident fund 240,307 221,280
3.875.976 4,504,067
Number of persons 4 4

24.2 Officers indude Chief Operating Officer (COO), Chief Finandal Officer (CFO), Head of Internal Auditor and Company
Secretary.

24.3 COO and CFO are aiso provided with Modaraba owned and maintained vehidies.

Note 25
Other Operating Expenses
2019 2018
Note Rupess
Auditors’ remuneration 25.1 472.650 450.825
Provision on musharaka profit receivable - 77,323
Unrealized loss on re-measurement of investments
at fair value through profit or loss 357,842 290,284
830|492 g!gﬂg;
25.1 Auditors’ remuneration
Audit fee 254.000 275.000
Review of half yearly financal statements and other certifications 158,125 158,125
Out of pocket expenses 20,525 17,700

72650 450825
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Note 26
Modaraba Company's Management Fee

In accordance with Section 18 of the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980,
management fee @ 10% of annual profits Is paid to the Modaraba Management Company,

Note 27
Earnings per Modaraba Certificate - Basic and Diluted
2019 2018
The calculation of the basic earninas per modaraba certificate Is based on the followina data:
Net profit for the year (Rupees) 4@08“80 43,043

Weighted average number of modaraba certificates outstanding (Numbers)

Earnings per certificate - basic (Rupees)

0.217

687, 20,187,500

0.002

27.1 gasic earnings per modaraba certificate have been computed by dividing profit for the year as stated above with

weiahted average number of Modaraba certificates.

27.2 There is no dilutive effect on the basic earnings per modaraba certificate.

Note 28
Cash Generated from Operations
2019 2018
Rupees Rupees
Net profit for the Year 4,708,180 43,043
Adjustment for:
- Depreciation on fixed assets under own use 920,563 616,371
- Depreciation on investment property 5,000,028 5,000,028
- Depreciation on fixed assets under ijarah arrangements 12,795,063 13,631,214
- Gain on disposal of fixed assets under own use (50,579) (46,641)
- Reversal of musharaka profit held in suspense account (8,631,297) 77,323
- Revaluation loss / (gain) on investment at fair value through profit or loss 357,842 290,284
- Gain on termination of ifarah arrangements (171,948), (184,478)
- Profit on term deposit receipts and bank deposits (743,535). (144,550)

Operating profit before working capital changes

Decrease / (Increase) in operating assets:
- Advances, prepayments and other receivables
- Ijarah rentals receivable
- Long term musharaka receivables
- Short term musharaka receivables
- Long term murabaha receivable
- Long term loans and deposits
Increase / (Decrease) in operating liabilities:
- Long term security deposits
- Creditors, accrued and other liabilities

Net changes in working capital
Cash Generated from / (Used in) Operations

9,476,136 19,239,551

14,184,317 19,282,594
5,358,424 1,170,787
(861,359) (62,748)
(3,944,281) 15,436,995
(10,978,976)

500,000 (500,000)

. 90,000
3,113,700 3,777,130
729,736 (445,678)
4,896,221 8,487,510
19,080,537 27,770,104
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Note 29
Maturity of Assets and Liabilities
One month to | Three months to| One year to Five years
Up to one month three months one year five years and above Yo
Rupees Rupees Rupees Rupees Rupees Rupees
Assets
Bank balances 32,047,734 . . . . 32,047,734
Tjarah rentals receivable 1,300,470 . . - . 1,300,470
Advances, prepayment and 72 ) 5 13,054,147
g 3,090,075 9,964,0
Short term investments 252,789 . 2,295423 . . 2,548,212
Musharaka receivables 18,991,777 6,469,739 25,243,594 20,179,814 - 70,884,924
Long term advances and . . . 2,619,260 . 2,619,260
deposits
Investment property 416,669 833,338 3,750,021 25,000,140 37,083,466 67,083,634
Fixed assets 17,418,866 495,584 4,442,530 17,838,578 40,195,558
Total Assets - June 30, 2019 73,518,380 7,798,661 45,695,640 65,637,792 37,083,466 229,733I939
Liabilities
Creditors, accrued and other 40,875 663,131 1,069,886 . . 1,773,892
liabilities
Musharaka profit payable 1,430,192 . . . . 1,430,192
Musharaka finances 700,000 . . . . 700,000
Unpresented profit warrants 10,480,524 . . . . 10,480,524
Security deposits 11,509,320 212,700 2,650,440 10,011,110 . 24,383,570
;:""' Uabilities - June 30, 24,160,911 875,831 3,720,326 10,011,110 . 38,768,178
Net Assets - June 30, 2019 49,357,469 6,922,830 41,975,314 55,626,682 37,083,466 l90i965|76l
Total Assets - June 30, 2018 60,158,975 10,022,068 54,852,044 52,104,623 47,083,522 224,222,002
;:?.' i i 23,450,007 217,802 1,119,266 10,155,550 . 34,942,625
Net Assets - June 30, 2018 36,708,968 9,805,066 53,732,778 41,949,073 47,oasi522 189|279|407
2019 2018
Rupees Rupees
Represented by:
Certificate capital 216,875,000 216,875,000
Reserves 46,305,510 48,385,700

Accumulated loss !%212‘74‘:) ‘Q 75,981,293)
ANV
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Note 31
Balances and Transactions with Related Parties

31.1 In accordance with Section 18 of the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980,
management fee @ 10% of annual profits is paid to the Modaraba Management Company.

31.2 Related parties comprise the Management Company, major certificate holders of the Modaraba and their dose family
members, directors of the management company and their close family members, key management personnel of the
Management Company and their close family members and entities with common directors or under common
management.

31.3 Details of transactions with related parties and balances outstanding with them as at the reporting date are as follows:

Transactions during the year 2019 2018
Rupees Rupees
Related party Relationship Nature of Transaction
IBL Modaraba Management Management Management fee accrued during the year 523,131 217,802
(Private) Limited Company
Management fee paid during the year 304,783 711,964
University of Management Holds 14.16% Rent of library building received 7,495,440 7,495,440
and Technology of the paid up
certificates of Dividend paid during the year ” 1,095,990
Modaraba
1BL Modaraba Management  Holds 9.36% Dividend paid during the year - 725,033
(Pvt.) Limited of the paid up
certificates of
Modaraba
Dividend paid during the year - 541,148
Short term borrowing converted - 15,000,000
to certificate capital

Outstanding Balance at the year end

Payable to the Modaraba Management Company 223,131 4,783

Note 32
Capital Risk Management

While managing capital, the objectives of the Modaraba are to ensure that it continues to meet the going concern assumption,
enhances certificate holders' weaith and meets stakeholders' expectations. The Modaraba ensures its sustainable growth viz.
maintaining optimal capital structure and keeping its profits payable low thus maintaining smooth capital management.
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Note 30
Segment Analysis

30.1 Geographical segments

The Modaraba's assets are employed and its income is derived in Pakistan.

30.2 Business segments

Murabaha receivable and profit on murabaha receivable

Musharaka receivable and profit on musharaka receivable

Media advertising
Construction

Education
Individual

Ijarah receivable

Individuals
Others
Textile

Investment in ijarah under (IFAS-2)

Individuals

Medical and pharmaceuticals
Media advertising

Leasing

Hotel

Engineering

Others

2019 2018
Rupees % Rupees
500,000 100.0
. mw
—
25,671,911 36.2 22,177,370 33.12
18,341,076 259 2,643,133 3.95
. - 6,179,507 9.23
26,871,937 379 35,953,488 53.70
L i3 iuu'u L /3 >

1,061,935 81.7 401,346 91.40
238,535 18.3 37,765 8.60
1,300,470 100.0 439,111 100.0
24,772,289 67.2 23,025,727 57.40
1,439,766 39 1,439,752 3.60
3,560,002 9.7 7,870,517 19.60
283,905 0.8 283,906 0.70
120,000 0.3 120,000 0.30
60,000 0.2 60,000 0.10
6,610,817 17.9 7,332,102 18.30

%-m" 79 100 m.ﬂzm
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In line with others in the industry, the Modaraba monitors capital on the basis of the gearing ratio. This ratio is calculated as
net debt divided by total capital. Net debt is calculated as total borrowings (including current and non current) less cash and
cash equivalents. Total capital is calculated by adding equity, as shown in the statement of financial position, into net debt. As
on the reporting date, the Modaraba is geared 5.24% (2018: 5%).

Note 33
Financial Risk Management

33.1 The Modaraba has exposure to the following risks from its use of financal instruments:

Credit risk
Liquidity risk
Market risk

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

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

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

33.2 Credit Risk:
33.2.1 Credit risk and concentration of credit risk

Credit risk represents the accounting loss that would be recognized at the reporting date if counter parties to the
financial instruments fail to perform as contracted. The Modaraba is exposed to credit risk from its operating activities

(primarily from investments in ijarah, murabaha and musharaka contracts), deposits with banks and financial
institutions and other financial instruments.

33.2.2 Credit risk reiated to receivables

The Modaraba has adopted a policy of only dealing with creditworthy parties and obtaining sufficient collateral, where
appropriate, as 2 means of mitigating the risk of finandial loss from defaults. The Modaraba also uses other publicly
available financial information and its own trading records to rate its customers, The Modaraba’s exposure and the
credit ratings of its counterparties are continuously monitored and the aggregate value of transactions condluded is
spread amongst approved parties. Credit exposure is controlled by credit limits that are intemally reviewed and
approved by the risk management committee annually.
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The management monitors and limits the Modaraba's exposure to credit risk through monitoring of dients’ credit
exposure, reviews and conservative estimates of provisions for doubtful receivables, if any, and through the prudent
use of collateral policy. The management is of the view that it is not exposed to significant concentration of credit risk
as its financial assets are adequately diversified in organizations of sound finandial standing covering various industrial
sectors and segments.

33.2.3 Credit risk related to financial instruments and cash deposits

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

33.2.4 Exposure to credit risk

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

the reporting date was:
Financial assets 2019 2018
Note Rupees Rupees

Bank balances 6 32,047,734 23,503,774
Ijarah rentals receivable 7 1,300,470 439,111
Advances and other receivables 8 10,865,104 7,053,386
Short term investments 9 2,548,212 5,927,880
Musharaka receivables 100&11 70,884,924 66,953,497
Murabaha receivable - 500,000
Long term advances and deposits 12 2,619,260 2,619,260

120,265,703 106,996,908

**
Geographically all credit exposure is concentrated in Pakistan.

The maximum exposure to credit risk for receivables against ijarah, musharaka and murabaha investment at the
reporting date by type of customer was:

Education - 6,179,507
Media advertising 25,671,911 22,177,370
Individuals 27,933,872 36,354,834
Construction 18,341,076 3,143,133
Others 238,535 37,765

S —
72,185,394 67,892,609

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

as under:

Ijarah rentals receivable 1,300,470 439,111
Accrued profit on murabaha and musharaka 3,090,075 621,004
Musharaka receivables 70,884,924 66,953,497
Murabaha receivable - 500,000

75,275,469 68,513,612

TR T
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| Rating 5 2019 2018
[ ShortTerm | Longterm J|  Agency |
Profit bearing accounts
Meezan Bank Limited Al+ AA+ JCR-VIS 298,253 992,554
MCB Bank Limited Al+ AAA PACRA 28,669,217 20,379,838
Non Profit bearing accounts
Habib Bank Limited Als AAA JCR-VIS 3,080,264 2,131,382
—tL3 23503774
Note 33, Financial Risk Management - Contd...
Impairment losses
The aging of financal assets at the reporting date was:
Gross ___Impairment Gross __Impairment
2019 2019 2018 2018
Rupees Rupees Rupees Rupees
Past due 0-90 days 881,210 265,605 77,332 -
Past due 90-180 days - - 60,280 60,280
Past due over 180 days 17,886,820 17,673,640 25,596,917 25 917
18i768‘W 17I9§i245 25,734,529 657,197
33.3 Liquidity risk

masm&wummmnuwmmwmnmmum
muwmmmmmmmmmdmm
mmmdmmmmmmmmmwmmmmm
dnmmmma'swwwgwsmmxfaasm.maamm
mmmmsmmm,mmwmmmmw
unacceptable losses or risking damage to the Modaraba’s reputation.

The maturity profile of the Modaraba’s financial liabilities based on contractual amounts is disclosed in Note 30 to the
financal statements.
33.3.1 Market risk

Wr&smr&mwnwm,Maswmmmmmmmm
mmnmsm«mm»«mmdhaummmdmr&
mswwmmmr&mmwmmmm
return on risk.

33.3.2 Currency

mmwr&sﬁer&mnfav&tmmc&tﬁmdaw'wmﬂmmd
anmm&mm,mmsmwmmwxsdmn
camed in pak rupees.

33.3.3 Exposure to currency risk

Thenodaabahasmwmforagnmremytskasatvtwm
33.3.4 Other market price risk

mmr&mn&mmhmummﬂmdaﬁmmﬂm
mawnwm(mmmmmmmmr&wmr&),mm
anmemNWWMw«sm,medm
wmwnmmmmswmmmrnnmdmm
investments available for sale and at fair value through profit or loss.

33.3.5 Sensitivity analysis - equity price risk

Adu'geofl%nmdmwmmammw&sﬁ.m(ml&Rs59,279).
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Note 34
Provident Fund Related Disclosures

The Modaraba operates a recognized provident lund lor its permanent employees whaerein equal monthly contributions are
made by the Medaraba and employees into the fund at the rate ol 10% ol the basic salary. Cbligation lor contributions to
defined contribution plan is recognized as an expense in the prolit and loss account. The lollowing Is information of fund as an
June 30.:

2019 2018

Fund Balance 840,103 1,787 853

34.1  The Modaraba has maintained provident fund account in MCB Bank Limited which has balance of Rs. 849,103 (2018:

Rs. 1,787,953).
Note 35
Number of Employees
2019 2018
Numbers Numbers
Employees as al June 30, 14 14
Average number ol employees during the year 14 14

Note 36
Date of Authorization for | ssue

These linancial statements were approved and authorized for Issue on September 30, 2019 by the Board ol Directors ol IBL
Modaraba Management (Private) Limited (the Managemant Company).

Note 37
Profit Distribution

Subsequent to the year ended June 30, 2019, the Board ol Directors of the Management Company in their meeting held on
September 30, 2019 declared a final profit distribution of Re. 0.16 (2018: NIL) per Madaraba certificate which in total amounts
to Rs. 3,470,000 (2018: NIL).

Note 38
General

Caorresponding ligures have been re-arranged, wherever necessary, o facilitale comparison.

SID SID SID SID

CHIEF EXECUTIVE DIRECTOR DIRECTOR CHI EF FINANCI AL OFFI CER
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BY CERTIFICATE HOLDERS
AS AT JUNE 30, 2019
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PATTERN CERTIFICATE HOLDING

No. of Shareholdin
Shareholders |From . To Total Sharss hald
426 1 100 15,873
299 101 500 84,258
184 501 1,000 131,453
226 1,001 5,000 481,828
40 5,001 10,000 289,336
14 10,001 15,000 182,787
5 15,001 20,000 97,500
20,001 25,000 69,000
3 25,001 30,000 82,500
3 30,001 35,000 97,875
1 35,001 40,000 36,000
2 40,001 45,000 88,500
2 45,001 50,000 96,000
1 50,001 55,000 51,087
1 55,001 60,000 59,000
1 80,001 85,000 82,000
1 90,001 95,000 92,700
2 130,001 135,000 265,441
2 145,001 150,000 300,000
1 165,001 170,000 170,000
1 240,001 245,000 240,068
1 280,001 285,000 280,507
1 310,001 315,000 313,500
1 470,001 475,000 473,000
1 505,001 510,000 509,990
1 530,001 535,000 531,000
1 1,045,001 1,050,000 1,050,000
1 1,075,001 1,080,000 1,078,774
1 1,895,001 1,900,000 1,895,034
1 2,030,001 2,035,000 2,030,905
1 3,015,001 3,020,000 3,015,820
1 3,065,001 3,070,000 3,070,000
1 4,425,001 4,430,000 4,425,764
1,230 21,687,500|
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CATEGORIES OF CERTIFICATE HOLDERS
AS AT JUNE 30, 2019

Categories of Shareholder Share held Percentage

Associated Companies, Undertakings & Related Parties 5,100,905 23.52
NIT & ICP 1,078,774 4.97
Banks, DFIs, NBFCs 10,155 0.05
Insurance Companies 517,033 2.38
Modarabas and Mutual Funds 70 0.00
General Public (Local) 10,226,978 47.16
General Public (Foreigner) 331 0.00
Other Companies (Local) 4,753,254 21.92

21,687,500 100.00|




