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Mission Statement

Trust Modaraba aims to evolve and practice exemplary standards
of integrity and proficiency by achieving balanced growth,
building quality investment portfolio, maintaining high standards of
efficiency and providing good returns to its certificateholders. Trust
Modaraba shall endeavor to maintain a competitive edge in the
indusiry and contribute effectively in promotion of Islamic financial
regime. It shall adopt a management culture based on
participation, motivation and accountability to achieve
professional and personal excellence and growth of human
resource. Trust Modaraba shall achieve a balanced texture of
being a prudent and progressive organization with a sound image
in the market place.
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Registered Office
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Fax : 5870408, 5838304, 5837586 Web : www.alzamin.com_pk

Princlpal Place of Business
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Reglsirars
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NOTICE OF ANNUAL REVIEW MEETING

Noftice is hereby given that the Annual Review Meeting of Trust Modaraba will be held on Thursday,
October 29, 2009 at 11:00 a.m. at 2™ Floor, FB-Il, Awomi Complex, 1-4 Usman Block, New Garden
Town, Lahore, toreview the performance of Modaraba for the year ended June 30, 2009.

The certificate transfer books of the Modaraba will remain closed from October 23, 2009 to October
29,2009 {both daysinclusivel.

Karachi Hamida Ageel
October 8, 2009 Company Secrefary
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DIRECTORS’ REPORT

The Board of Directors of Al-Zamin Modaraba Management (Private) Limited takes pleasure in
presenting the annual audited accounts of Trust Modaraba for the year ended June 20, 2009 to the
cerfificateholders.

Change of Management

The certificateholders are aware that the Securities and Exchange Commission of Pakistan [SECP),
after noting certain imegularnties in the Modaraba affairs, removed the previous Management
Company on August 20, 2007 and appointed an independent Administrator. As mandated by the
SECP, Mr. Khawaja Adeel Aslam, Administrator thoroughly reviewed the affairs of the Modaraba
and initiated corrective measures. In September, 2008, Expression of Interests (EQI} was invited by
SECP for fransfer of management rights of the Modaraba to an entity having proven track record
and sound financial footings. The Board is pleased to inform that, on the basis of evaluation of the
management experience and the overall business proposals presented to the Commission, Al-
Zamin Modaraba Management (Pvt.) Limited was appointed as the Modaraba Company of Trust
Modaraba in place of the Administrator and an Order was issued on 30th January, 2009 to this
effect. The handing / taking over process was completed on 23rd February, 2009 and, since then,
Al-Zamin Modaraba Management (Pvt.) Limited has been managing the affairs of the Modaraba.
Your Board is also pleased to inform that the Al-Zamin Modaraba Management (Pvt.) Limited has
injected an amount of Rs.25 million in the Modaraba fund and consequently, paid up capital
increased to Rs. 298.00 million.

Financial and Operating Performance

The cerfificateholders are aware that, during the last couple of years, the Modaraba could not
undertake any significant fresh business due to various reasons. Al-Zamin has, in line with the
proposal submitted to SECP, drawn a comprehensive revival plan for reactivating operations ond
re-profiing Modaraba's portfolio so as to make it a profitable entity. The new management has
taken various steps fo reorganize the operations. Morabaha and jjarah financing remained the
core business activity of Modaraba. ljarah facilities of Rs. 68.08 million were written during the yvear.
Major part of the facilities was extended in the post takeover period. Income from operations
increased from Rs. 22.08 million to Rs. 47.50 million during the year. However, Modaraba has shown a
netloss of Rs.33.09 million because of the following:

= |Impairment of Rs. 32.24 million due to the investments in the listed securities. Previously this
was shown in equity instead of Profif and Loss Account.

¢ Rs.?.75million on account of provision against classified non performing morabaha facilities
allowed during the period of previous management.

* AnamountofRs. 12.35 has dlso been charged to profit and loss account for depreciation on

leased assefs, relating to prior years, for which auditors have been issuing qualified reports
previously.

Morabaha financing of around Rs. 162.31 million is non-performing and. therefore, under litigation.
The present management, in consuitation with SECP and the outgoing Administrator, has carefully
examined the situation in which the Modaraba was placed and is committed to make focused and
- consistent efforts fo achieve the maximum possible recoveries both against regular and stuck up
facilities. In view of the legal process involved in such cases, it would take some time to recoup the
damage caused previously to the Modaraba. Nevertheless, the Management is determined to
pursue the pending recovery suits, regularize the operative morabaha / ijarah portfolio and to take
every possible step to safeguard the interest of the certificate-holders in the best possible manner.
Negotiations have also been started with major defaulters for amicable settffements, without

compromising on principles. Administrative expenses remained in control and are likety to
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reduce further. In the meantime Al-Zamin is providing management, adminisirative support and
infrastructure to- Modaraba free of any charge. By the blessings of Almighty Allah and due to
concerted efforts of management, Modaraba is regaining trust and strength in the market. In line
with the policy of diversification, the new management has invested major porticn of resources in
asset-backed financing i.e jjarah, which will provide regular cash flows and steady income. Some
investment has been made in secured sukuks. H is expected that the stock market would confinue
its recovery, which would recduce unredalized loss in the coming months. With the recovenes to be
made from the defaulters and mohbilization of further resources when the liquidity crunch in the
financial sector improves, your management looks forward to build a remunerative business
portfolio and generate suitable earnings for the Modaraba. The management is concenfrating on
financing to small enterprises in a secured manner rather than indulging in big-ticket facilities.

Key financial and operating data for the last six years is attached separately.
Fulure Prospects

Moving forward, our focus would remain on bringing the Modaraba out of froubled waters, building
a remunerative portfolio and expanding business activities to generate suitable eamings for the
cerificateholders. Despite all odds, measures and efforts of management for strengthening and
strearmlining Modaraba positicn will definitely result in enhancing operations and profitability in
coming years. Modaraba will be benefitted and take full advantage of the Al-Zamin platform built
in the last two decades. In the post balance sheet pericd, Modaraba has undertaken good
business and the forthcoming quartery accounts will be ¢ beginning 10 see the emergence of
steady income streams through reactivated business efforts.

Dividend Distribufion

In view of losses Modaraba has been unable to declare any distribution for certificateholders for the
vear but every effort will be made to enable the Modaraba to start distribution from the next year.

Compliance under Code of Corporate Governance

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

& Proper books of accounts of Modaraba have been maintained.

e Appropriate accounting policies have been consistently applied in preparation of financial
statements of Modaraba and accounting estimates are based on reasonable and prudent
judgement.

o International Accounting Standards, as applicable to Modaraba, have been followed in
preparation of financial statements and any departure there from has been adequately
disclosed.

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

w There are no doubts about Modaraba's ability to continue as a going concerr.

- There has been no material departurefrom the best practices and corporate governance

as detailed in the listing regulaticns.

Board Meetings

As stated above the handing / taking over process of Modaraba was completed on 23rd February,
2009 and, since then, Al-Zamin Modaraba Management [Pvt.} Limited has been managing the
affairs of the Modaraba. After takeover, three meetings of the Board were held pertaining to Trust
Modaraba, which were attended as follows:
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No. of Meetings Aftenced

Mr, Zafarlgbal Chairman 3
mMr, Bashir A, Chowdry ChiefExecutive 3
Mr. Manzoor Hussain Shah Kazmi Direcior 2
M. Sohail Ansar Dwecior 1
Mr. Mohammad Asalm Khan Director 1
Mr. Natit> Amannuliah Director ]
mr, Sheikh Arshod Foroog Director 2
Mr. Mohammaoad Kamal Abdul Masi Director a
Mr. Mohammad Imranul Hag Director 0
Dr. Nomoos Baquar Director 3
Mr, Afzal Rashid Director 2
Mr. Anees Wahab Zuberi Director 1
Mr. Mohammad Zohid Director 0
mMr. Rashid Ahmed Director 2

Internal Audit

The internal confrol framework has been effectively implemented through an independent in
house internal audif function established by the Board. |

External Audit

As per suggestion of the Audit Committee, the Board has recommended the regppointment of
present auditors M/s Ford Rhodes Sidat Hyder & Co. for the financial year ending June 30, 2010.

Avditors’ Report

With regard to auditors' qualification necessary explanation is given in note 2.2.1 to the financial
statements.

Pattern of Cerlificateholding

Pattern of cenificateholdings s attached separately. No trades in the certificates of Modaraba
were carried out by the Directors, CEO, CFO and Company Secretary and their spouses and minor
children.

Valve of Provident Fund Invesiment

The Modaraba operates a contributory provident fund for all its permanent employees. Equal
monthly contributions are made, both by Modaraba and the employees, to the fund @ 10% of basic
salary. Based on latest audited accounts of the fund the value of its investments as at June 30, 2009
worksocutiobe Rs. 1,163,443.

Shitting of Principal Place of Business

The principal place of business of Modaraba has been shifted to the regional office of Al-Zamin at
the following address:

2™ Fioor, FB-1l, Awami Complex, 1-4 Usman Biock, New Garden Town, Lahore
Tel: (042) 5940347-8 Fax: [042) 5866513

The new place is better located with adequate infrastructure to support, streamline and increase
the business of Modaraba. The new management is also planning to open branches of Modaraba
In major cities to provide an increased outreach for business growth. The registered / head office
remains at 101-108, Cassam Court, BC-92, Block 5, Clifton, Karachi.
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The Board wishes to place onrecord its appreciations for the support and guidance provided by the
Registrar Modarabas and Securities and Exchange Commission of Pakistan. The Board also
acknowledges the dedication of staff members who remained steadfast during the difficult pericd
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For and on behalf of the Board of Directors
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.-—n'/,’l
Karachi Basheer A. Chowdry
Date: October 01, 2009 Chief Executive
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KEY OPERATING & FINANCIAL DATA FOR THE LAST SIX YEARS

Operational Results

Income
Financial expenses
Administrative expenses

Other expenses / charges

Depreciation on legse assets
Profit/(loss) before tax
Profit/(loss) after tax

Earning/(loss) per certificate

Balance Sheet

Total gssetls
Paid-up capital
Raserves

Net Equity

(Rupees in thousand)

2009 2008 2007 2006 2005 2004
47,497 22082 29775 47,301 39958 46,244
; 1,586  7.65 6205 = 4,24] 7,56]
14088 15756 12305 10,531  9.853 11,572
42,242 1,667 64,090 : : 12,596
24,254 5003 8152 6591 3,176 13,799
(33,087)  (1.932) (61,938} 21,576  19.093 645
(33,087)  (1.671) (64.925) 18576 19,093 645
(1.11) (0.06)  (2.38) 0.57 0.70 0.02
300,052 271,567 319,706 389,047 429,566 463,350
298,000 273000 273000 273,000 273000 273.000
(40,971)  (29.437) (18315) 86251 69,148 130,990
257,028 243,562 254485 359,25) 342,148 403,990
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STATEMENT OF COMPLIANCE WITH THE CODE OF CORPORATE GOVERNANCE
FOR THE YEAR ENDED 30 JUNE 2009

This statement is being presented o comply with the Code of Corporate Governance containedin
isting regulations of Karachi, Lahore and slamabad Stock Exchanges for the purpose of
establishing o framework of good governance, whereby a listed company is managed in
compliance with the best practices of corporate governance.

Al-Zamin Modaraba Management (Private] Limited (Modaraba Company) is not listed, however,
Frust Modaraba {the Modarabay is listed at Karachi, Lahore and Islamabad Stock Exchanges. The
Board of directors of the Modaraba Company is responsible for management of offairs of the
Modaraba. ‘

The Modaraba Company has applied the principles contained in the Code Iin the following
manner:

1. The Modaraba Company has 14 directors whichinclude 13 non-executive directors.

2. All the directors of the Modaraba Company have confirmed that they are not serving as o
directorin more than ten listed compdanies.

3. All the resident directors of the Modaraoba Company have confirmed that they are
registered as taxpayers and have not defaulted in payment of any loan to a banking
company, o Modaraba, Development Financial Institulion or a Non Banking Financial
institution, neither they are member of any stock exchange in Pakistan.

4, No casual vacancy occurred in the Board during the year.

5 The Modaraba Company has prepared a 'Statement of Ethics and Business Practices’,
which has been signed by all the directors of the Modaraba Company and employees of
the Modaraba,

b. The Board has developed ¢ vision and mission statement and significant policies of the

Modaraba. A complete record of particulars of significant policies along with the dates on
which they were approved or amended has been maintained in the form of minutes of
meetings of the board and internal circulars. The overall corporate strategy of the
Modaraba is discussed from time to time in the Board meelings and decumented in the
minutes.

> All the powers of the Board have been duly exercised and decisions on materniail
transactions have been token by the Board including changes in remuneration of the
Chief Executive Officer and other executive director.

8. The Board has met once in every quarter. All meetings of the Board were presided over by
the Chairman. Written notices of the Board meetings, along with agenda and working
papers were circulated at least seven days before the meetings. The minutes of the
meetings were appropriately recorded and circulated.

% A detailed presentation by Messrs M. Yousuf Adil Saleem & Co., Charntered Accountants was
given on April 26, 2008 to the Board of Directors on the 'Code of Corporate Governancewith
specific reference to the role of Board in strategy formulation and responsibilities of the
Directors.
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10, Appointment of Chief Financial Officer, Company Secretary and Head of Intemal Audit was
approved by the Board.

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

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

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

14, The Modaraba Compoany has complied with all the corporate and financial reporting
. requirements of the Code withrespectto the Modaraba.

15. The Board has formed an Audit Committee. It comprises of three members and secretary to
the Audit Committee. The members are non-executive directors including the Chairman of
the Committee.

16. The meetings of the Audit Committee were held once in every quarter after takeover of
Modaraba as required by the Code prior to approval of interim and final results of the
Maodaraba. The terms of reference of the Committee have been framed and advised to the
Committee for compliance.

17. The Board has set-up an Internal Audit function on a full ime basis. Afrangements are being
made to reinforce the department to make it more effective.

18. The statutory auditors of the Modaraba have confirmed that they have been given a
safisfactory rating under the quality control review programme of the Instifute of
Chartered Accountants of Pakistan, that they or any of the pariners of the firm, their
spouses and minor children do not hold certificates of the Modaraba and that the firm
and all its partners are in compliance with Intfernational Federation of Accountants (IFAC)
guidelines on code of ethics as adopted by Institute of Chartered Accountants of
Pakistan.

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 IFAC guidelines in thisregard.

20, All related party ransactions of the Modaraba are executed in accordance with the policy
of the Modaraba. The related party transactions have been placed before the Audit
Committee and approved by the Board of Directors to comply with the requirements of
listing regulations of the Stock Exchanges.

21 We confirm that all other material principles contained in the Code have been complied
with.
&
Karachi Basheer A, Chowdry
Date: Cctober 01, 2009 Chief Executive
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REVIEW REPORT TO THE CERTIFICATE HOLDERS ON STATEMENT OF
COMPLIANCE WITH BEST PRACTICES OF CODE OF CORPORATE GOVERNANCE

We have reviewed the Statement of Compliance with the best practices contained in the Code of
Corporate Governance prepared by the Board of Directors of Al-Zamin Modaraba Management
{Private] Limited (the Modaraba Company) in respect of Trust Modaragba (the Modaraba} to
comply with the Listing Regulations of the Karachi, Lahore and Islamabad Stock Exchanges, where
the Modarabais listed. '

The responsibility for compliance with the Code of Corporate Governance is that of the Board of
Directors of the Modaraba Company. Our responsibility is to review, to the extent where such
compliance can be objectively verfied, whether the Statement of Compliance reflects the status
of the Modaraba's compliance with the provisions of the Code of Corporate Govemance and
report if it does not. Areview is limited primarily to inquiries of the Modaraba personnel and review of
various documents prepared by the Modaraba Management Company to comply with the Code.

As part of our audit of financial statements we are required to obtain an vunderstanding of the
accounting and interndl conirol systeims sufficient to plan the audit and develop an effective audit
approach. We are not required to consider whether the Board's statement on internat controls
covers all the risks and controls, or to form an opinion on the effectiveness of such internal controls,
the modaraba's corporate governance procedures and risks.

Further, sub-reguilation (xiii) of Listing Regulation No. 37 notified by the Karachi $tock Exchange
(Guarantee) Limited vide circular KSE/N-26% dated 19 Janugary 2009 requires the Modaraba to
place before the Board of Directors of the Modaraba Company for their consideration and
agpproval related party transactions distinguishing between transactions carried out on terms
equivalent to those that prevail in arm’s iength fransactions and transactions which are not
executed at arm'’s length price recording proper justifications for using such alternate pricing
mechanism. Further, all such transactions aiso required to be separately placed before the qudit
committee. We are only required and have ensured compliance of requirement to the extent of
approval of related party transactions by the board of directors and placement of such
transactions before qudit committee. We have not camed out any procedures to determine
whether the related party transactions were undertaken at arm's length price ornot.

Based on our review, nothing has come to our attention which causes us o believe that the
Statement of Compliance does not appropriately reflect the Modaraba's compliance, in dll
material respects, with the best practices contained in the Code of Corporate Governgnce Qs
applicable to the Modaraba for the pefod ended 30 June 2009.

Without qualifying our conclusion, we draw attention to the fact that previous modaraba
company's, Trust Management Services (Private) Limited's, registration was cancelled by Registrar
Modarabas vide his order dated August 20, 2007 and an Administrator had been appointed to
protect interest of the certfificate holders. However, during the vear, the Administrator ceased to
hold his office with effect from 23 February 2009 and a new modaraba company, Al-Zamin
Modaraba Management [Private} Limited, has took over the conirol of the Modaraba along with its
all assets, liabilities and contingencies and commitments and accordingly, the Statement of
Compliance covers the period from 23 February 2009 to 30 June 2009,

Ford Rhodes Sidat Hyder & Co.
Chartered Accountants

Lahore: October (1, 2009
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AUDITORS' REPORT TO THE CERTIFICATE HOLDERS

We have audited the annexed balance sheet of TRUST MODARABA as at 30 June 2009 and the
related profit and loss account, cash flow statement, statement of changes in equity together with
the notes forming part thereof (hereinafterreferred to as the financial statements), tor the year then
ended and we state that we have obtained all the information and explanations which, to the best
of our knowledge and belief, were necessary for the purposes of our audit,

These financial statements are the Modaraba Company's {Al-Zamin Modaraba Management
(Private) Limited) responsibility who is responsible to establish and maintain ¢ system of internal
confrol, and prepare ond present the above said statements in conformity with the approved
accounting standards and the requirements of the Modaraba Componies and Modaraba
{Floatation and Confrol) Ordinance. 1980 (XXXl of 1980), and the Modaraba Companies and
Modarabd Rules, 1981, Our responsibility is 1o 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 agudit to obtain reasonable assurance about
whether the above said statements are free of any material misstatement. An audit includes
examining on a test basis, evidence supporting the amounts and disclosures in the above said
statements. An qudit also includes assessing the accounting policies and significant estimates
made by management, as welt as, evaluating the overall presentation of the above said
statements. We believe that our audit provides a reasonabile basis for our opinion and, after due
verification, wereport that:

o] the Modaraba has not accounfed Ffor its murabaha fransactions in accordance with the
requirements of the Islamic Financial Accounting Standard 1 “Murabaha”. The related
financial mpact on these financikal statements has not been computed by the
management;

b) in our opinion, proper books of account have been kept by the Management asrequired by
the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980 (XXXI
of 1980}, and the Modaraba Companies and Modaraba Rules, 1981;

c) iInour opinion:

1) the balance sheet and profit and loss account togetherwith the notes thereon have
been drawn up in conformity with the Modaraba Companies and Modaraba
(Floatation and Control} Ordingnce, 1980 (XXXl of 1980}, and the Modaraba
Companies and Modaraba Rules, 1981, and are in agreement with the books of
account and are further in accordance with accounting policies consistently
applied except as stated in note 4.2.2 to the financial statements with which we
CONCUr;

i} the expenditure incurred during the year was for the purpose of the Modaraba's
pbusiness; and

i the business conducted, investments made and the expenditure incured during
the year were in accordance with the objects 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 above paragraph {a) and to the extent of the effects of these on the
financial statements, the balance sheet, profit and loss account, cash flow statement and
statement of changes in equity together with the notes forming part thereof conform with
approved accounfing standards as applicable in Pakistan, and, give the information
required by the Modaraba Companies and Modaraba (Floatation and Control)
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Ordinance, 1980 (XXXl of 1980}, and the Modaraba Companies and Modarat:a Rules, 1981,
in the manner so required and respectively give a true and fair view of the state of the
Modaraba's affairs as at 30 June 2009 and of the loss, its cash flows and changes in equity
for the yearthen ended; and

e] iINn our opinion no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980.
Without further qualifying our opinion, we draow atfention to :

{i) note 1,1 to these financial statements which states that Trust Managernent Services (Private}
Limited's registration was cancelled by Registrar Modarabos vide his order dated August 20,
2007 and an Administrator had been appointed to protect interest of the cerfificate holders.
However, during the year, the Administrator ceased to hold his office with effect from 23
February 2009 and a new modaraba management company, AFZamin Modaraba
Management (Private) Limited, has took over the control of the Modaraba along with its il
assets, liabilities and contingencies and commitments; and

{ii) the maotter stated in note 12.2.1 to these financial statements the ultimate outcome of

which cannot presently be determined and, hence, no provision that may resulf there from
has been made in these financial statements.

Ford Rhodes Sidat Hyder & Co.
Chartered Accountants

Lahore: October 01, 2009
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BALANCE SHEET
AS AT 30 JUNE 2009

ASSETS

Current assets

Cash and bank balances
Short term investments

Advances, deposits, prepayments and other receivables

Short term murabaha financing

Current portion of long term murabaha financing

Total current assels

Non-cumrent assefs

Long term murabaha finances
Long term deposits
Investments

Fixed assets

Total non-cumrent assets
TOTAL ASSETS

LIABILITIES AND EQUITY

Cumrent liabilities

Cument portion of customers' security deposits
Credifors, accrued and other liabilities
Taxation - net

Total cuirent liabilifies

Non-current llablilities
Customers’ security deposits
Total non-current liabilities

Cerificate holders’ equily
Certificate capital
Reserves

TOTAL LIABILITIES AND EQUITY
CONTINGENCIES AND COMMITMENTS

Nofe

W 0 ~ O~ wn

10
11

12

13
14

13

15

16

200% 2008
Rupees Rupees
8,161,115 3,205,034
I 28,783,455 28,000,000 l
14,338,608 3,463,517
105,801,867 133,201.,48%
32,627,839 35,631,527
189,712.884 203,501,567
29,352 96,981
184,842 184,842
20,328,141 21,953,237
89,?2?.294 | 45,830,489
110,339,649 68,065,569
300,052,533 271,567,136
3,437,005 3,115,855
9,169,349 19,591,545
2,945,133 3,235,657
15,551,487 25,943,057
27,472,495 2,061,500
27,472,495 2,061,500
298,000,000 273,000,000
(40,971.449) (29,437,421}
257,028,551 243,562,579
300,052,533 271,567 .1 36_

The annexed notes from 1 to 32 form an integral part of these financial statements.
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PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 30 JUNE 2009

2009 2008
Nofe Rupees Rupees
Income from leasing (ljarah) operations 17 29,594,351 3,965,520
Profit on murabaha finances 17 12,912,529 14,708,047
Dividend income on equity investments 577,781 1,138,717
Income on disposal of fixed assets 893,674 338,096
Profit on short term investment-held to maturity 2,943,243 890,596
Gain on sale of investment-held for trading 140,453 2
Other income 18 435,580 1,040,848
47,497,511 22,081,824
Financial charges 19 - (1,586.416)
47,497,511 20,495,408
Provision against non performing
murabaha finances-net 20 (9.754,646) (868,927
Impairment on available for sale investment (32.241,349) -
5,501,516 19,626,481
Depreciation on c:peru’{ing assets given on 12 24,254,557 5.003,621 1
Lease/ljarah |
Administrative expenses 21 14,088,307 15,756,601
Other charges 22 | 245,933 798,778
38,588,797 21,552,000
Loss before faxation (33.087.281) (1.932.519)
Provision for faxation 24 - {261,824)
Loss after taxation (33.087.281) (1.670.695)
Loss per cerfificate - basic and diluted 25 (1.11) (0.06)

The annexed notes from 1 to 32 form an integral part of these financial statements.
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CASH FLOW STATEMENT
FOR THE YEAR ENDED 30 JUNE 2009

NET CASH FLOWS FROM OPERATING ACTIVITIES
Loss before taxation

Add [ {less) adjustment for :

Depreciation

Provision against non performing murabaha finances
Receivables written off

Impaiment of investments

(Gain) on disposal of fixed assets
Financial charges
Dividend income

Cash from operating activities before changes in working capital

Changes in working capital

(Increase] / decrease in cument assets:

Murabaha financing

Short term investement

Advances, deposits, prepayments and other receivables

InCrease / (decrease) in current liabilities:
Crediters, accrued and other liabilities
Customers' security deposifs

Cash from operating activities
Taxes paid

Financial charges paid

Dividend paid

Net cash from operaling activities

CASH FLOWS FROM INVESTING ACTIVITIES

Fixed capital expenditure {including assets given on lease)
sale proceeds of fixed assets (including assets given on lease)
(Purchase) / sale of Investments - net

Repayment of advances to employees

Dividend received .

Net cash (used in) / from Investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Increase in certificate’s holder equity

Repayment of long term murabaha finance - net
Net cash from / ( vsed in) financing activitles

Net increase in the cash and cash equivalents
Cash and cash equivalents at the beginning of year
Cash and cash equivalenis at the end of year

2009 2008
Rupees Rupees
(33,087.281) (1.932.519)
24,577,539 5.588.692
2,754,644 868,927
. 76.510
32,404,782 "
(893,574) (338.094)
- 1,586,416
577.781) (1,138,717)
65,265,612 6.643732
32,178,331 4,711.213
20,714,293 58,227,269
(620,022) (28.0C0.000)
(10.875.091) 3,454,753
9.221.180 33.682,022
{10,415,325) 10,218,361
25,732,145 {756,275)
15,316,820 9,462,084
56,716,331 47,855,321
(290,524) (618.156)
- (2.974,472)
(6,871} (864)
26,418,936 44,261,829
(70.346,033) (2.041,700)
2,695,263 4,249,283
(7,389.866) [1,205,200)
- 3.714
2/ 7.781 L 138717
(76,462,855) 2,144,114
25,000,000 -

- 44,207,542}
225,000,000 (44,209,542)
4,956,081 2,196,401
3,205,034 1,008,633

8.161,115 3,205,034

The agnnexed notes from 1 to 32 form an integral part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

1. LEGAL STATUS AND NATURE OF BUSINESS

1.1 Trust Modaraba was formed in Pakistan under the Modaraba Companies and Modarabas
(Floatation and Control) Ordinance, 1980 and the Rules framed there under and had been
managed by Trust Management Services (Private) Limited (TMSL). The registration of the
Management Company was cancelled by the Registrar Modarabas vide order dated 20
August 2007 and consequently, an Administrator had been appointed {o protect the
interest of the certificate holders till new management is decided upon. During the year |
vide SECP order dated 30 January 2009, the Administrator ceased to hold his office with
effect from 23 February 200? and Al-Zamin Modaraba Management {Private} Limited
[AMML) has took over the control of the Modaraba along with its ali assets, liabilities and
contingencies and commitments. Under the terms of this take over arangement, AMML has
injected Rs. 25 million as certificate deposit money into the fund of the Modaraba against
which Mcdaraba cerlificates has been issued to AMML on 04 June 2009,

1.2. The Modaraba is perpetual, multi-purpose and multi-dimensional, engaged in the business
of Murabahas, Musharikas, leasingliraha), investment in marketable securities and other
permissible businesses. The Modaraba commenced its business operations from 12
November 1921. It is situated at 2nd Foor, FB-ILAwami Complex. 1-4 Usman Block, New
Garden town Lahore. It is listed on the Karachi, Lahore and Islamabad Stock Exchanges.

2. STATEMENT OF COMPLIANCE

2.1 These Financial Statements have been prepared in accordance with approved
accounting standards as applicable in Pakistan except for IAS-17 and the requirements of
the Companies Ordinance, 1984, Modaraba Companies and Modaraba (Flotation and
Control) Ordinance, 1980, Modaraba Companies and Modaraba Rules, 1981 and
Prudential Regulations for Modarabas issued by the Securities and Exchange Commission of
Pakistan. Approved accounting standards comprise of such International Financial
Reporting Standards (IFRS}. Intemational Accounting Standards (IAS) and interpretations
issued by International Financial Reporting Interpretation Committee (IFRIC) as nofified
under the provisions of the Companies Ordinance, 1984. Wherever, the requirements of the
approved accounting standards differ with the requirement of Companies Ordinance,
1284, Modaraba Companies and Modaraba (Floatation and Control} Ordinance., 1980,
Modaraba Companies and Modaraba Rules, 1981 or the directives issued by the Securities
and Exchange Commission of Pakistan (SECP), the requirement of later take precedence.

2.2 Standards not complied in preparation of the financiol statements by the Modaraba

2.2.1 slamic Financial Accounting Standard (IFAS) - 1 Murabaha issued by Institute of Chartered
Accountants of Pakistan, as Modaraba Association of Pakistan (MAP) is of the view that the
Islamic Financial Accounting Standard is not applicable to Modarabas as MAP has not
received any instructions in this regard from Registrar Modaraba. The matter of IFAS -1 is still
under consideration of MAP. However, the Modaraba is considering te apply the standard
inits financial statements for the year ending 30 June 2010.

2.2.2 SECP vide its circular No. 10 of 2004 dated 13 February 2004 has deferred, 1ill further orders,
the applicability of International Accounting Standard (IAS) 17 "Leases” on Modarabas with
effect from 1 July 2003 and advised the management companies of modarabaos that they
may confinue to prepare the financial statements of the Modarabas without applying the
requirements of the said |AS to the Modarabas.
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2.3 Standards and interpretations effecfive in currentyear

2.3.1 Adopfion of International Financial Repoding Standard - 7 " Finoncial Instruments:
Disclosures”

Durnng current year, the Modaraba adopted IFRS 7 "Financial Instruments: Disclosures” which
15 applicable for annual periods beginning on or after 01 July 2008. {IFRS 7 requires extensive
disclosures about the significance of financial instruments for the Modaraba’s financial
position and performance, and quantitative and qualitative disclosures on the nature and
extent of risks. These requirements include many disclosures previously required by
International Accountfing Standard (IAS) 32- "Financial Instruments : Presentation”. The
Modaraba has adopted this standard from the financial year beginning 01 July 2008 and its
initial application has led to extensive disclosures in the Modaraba's financial statements.

2.3.2 Adoption ofIslamic Financial Accounting Standord -2 "ljarah”

Securities and Exchange Commission of Pakistan through its SRO 431 (1)/2007 dated May 22,
2007 notified and the Modaraba has adopted the Iskamic Financial Reporting Standard - 2
{IFAS-2). As perrequirements of IFAS-2, the mujir {lessors) shall present assets subject tofjarah
in their balance sheet according to the nature of the asset, distinguished from the assets in
own use. ijarah income from ljarah should be recognized inincome on accrual basis as and
when rentals become due, unless another systematic basis is more representative of the
time pattern in which benefit of used derived from the leased asset is diminished and costs,
inciuding depreciation, incumred in earning the ijarah income are recognized as an
expense,

As per SECP letter No. SC/M/RS/FPM/2009-101 dated March 11, 2009, IFAS-2 is applcable for
accounting treatment of leasing (ijarah) transactions executed on or after July 01, 2008.
Accordingly, the Modaraba has changed its accounting policy for treatment of ijarah
transactions executed on or after 01 July 2008.

Adoption of this standard has not effected the profit and loss account of the Modaraba asin
the previous years, the Modarabo had not adopted IAS — 17 “Leases” as per guidelines
available in SECP's circular 10 of 2004 and accordingly, such transactions have aiready
beenrecorded in accordance with the policy mentioned in para 4.2.1.

2.4 Standards, interpretations and amendments to published approved accounting standards
those are not yet effective

The following revised standards and interpretations with respect to approved accounting
standards as applicable in Pakistan would be effective from the dates mentioned below
against the respective standards or interpretations.

Effective date

1] lod
Standards or Interpretation (accounting periods

2 beginning on or after)
IAS 1 Presentation of Financial Statements [Revised) 1-Jan-09
|AS 23 Bomrowings Costs (Revised) 1-lan-09
Consolidated and Separate Financial Statements
|AS 27 (Revised) ' 1-Jul-0%9
IAS 32 Financial Instruments: Presentation - Amendments 1-Jan-09

regarding Puttable Financial Instruments
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Standards or Interpretation

Effective date
(accounting periods
beginning on or affer}

IAS 32 Financial Instruments: Presentation {Amendments) 1-Jan-0%
IAS 39 Financial Instruments: Recognition and medsurement - 1-Jul-0%
Amendments regarding Eligible Hedge items
IFRS 2 Share-based Payment [Amendments) 1-Jan-09
IFRS 2 Share- based payment - Amendments regarding Vesting 1-Jan-09
Conditions and Cancellations
IFRS 3 Business Combinations (Revised) 1-Jul-0%
IFRS 8 Operating segments 1-Jan-09
IFRIC 15 Agreements for the Construction of Real Estate 1-Jan-09
IFRIC 16 Hedges of a Net investment in a Foreign Operation 1-Oct-08
IFRIC 17 Distributions of Non-cash Assets 1o owners 1-Jul-09
IFRIC 18 Transfers of Assets from Customers 1-Jul-0%
IFAS 1 Murabaha 1-Jul-09

4.1

4.1.1

The Modaraba expects that the adoption of the above standards and interpretations will
not have any materialimpact on the Modaraba's financial statements in the period of inifial
application other than to the extent of cerfain changes and/or enhancements in the
presentation and disclosures in the financial statements resulting form the application of IAS
1. The revised IAS 1 was issued in September 2007 and becomes effective for financicl years
beginning on or after 1 Januvary 2009. The standard separates owner and non-owner
changes in equity. The statement of changes in equity will include only details of
transactions with owners, with non-owner changes in equity presented as a single line. In
adcdition. the standard infroduces the statement of comprehensive income: it presents dll
items of recognized income and expense, either in one single statement, or in two linked
statements. The Modarabais still evaluating whether it will have one or two statements.

BASIS OF MEASUREMENT

These financial statements have been prepdred under the historical cost convention,
except certain financialinstruments which are measured at fair value.

SIGNIFICANT ACCOUNTING POLICIES
Tangible Fixed Assels
Operafing Fixed Assets In Own Use and Depreciation

Operating fixed assets are stated at cost less accumulated depreciation. Depreciation is
charged o income applying the straight-line method at the rates givenin note 13.2.

Depreciation on additions to operating fixed assets is charged from the month in which the

asset is acquired while no depreciation is charged for the month in which the asset is
disposed off.

Maintenance and normal repairs are charged to income as and when incurred. Major
renewals and improvements are capitalized. Gain/loss on disposal of assets is charged to
currenfyearsincome.
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4.1.2

4.1.3

4.1.4

4.2

4.2,1

Assets Glven to Customers on Lease and Depreclation

Leased assets are stated at cost less accumulated depreciation. Depreciotionis charged fo
iIncome applying the straight line method whereby the cost of an asset less salvage value is
written off over the leased period, which is considered to be the estimated useful life of the
asset. Depreciation on additions and disposals during the year is charged proportionately
from the date of commencement of the lease o the date of its maturity ftermination.

Assets Given to Customers under ljorah Agreements

Assets given to customers under ijarah amangements on or after July 01, 2008 are accounted
for as operating lease and are stated at cost less accumulated depreciation and
impairment loss, if any. Assets under ijjarah arangements are depreciated on 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 to the period of ijarah.

Impairment policy

Services of independent valuers are used to value the assets. -An impairment loss is
recognized wherever the camying amount of the asset exceeds its recoverable amount.
impairment losses are recognized in profit and loss account. A previously recognized
impairment |oss is reversed only if there has been a change in the estimates used to
defermine the asset's recoverable amount since the last impairment loss was recognized. If
that is the case, the carrying amount of the asset is increased to its recoverable omount.
That increased amount cannot exceed the camying amount that would have been
determined, net of depreciation, had no impairment loss been recognized for the asset in
prior years. Such reversaiis recognizedin profit orloss account.

Leases (ljarahs)

Lease Agreements executed before 01 July 2008, Modarabas are required to enter into the
lease contracts in accordance with the principles of Sharia and in the form approved by the
Modaraba's Religious Board. The principles of Sharia prohibit the Modaraba from
undertaking any interest based transactions. The application of these principles have
profound implications on the accounting treatment for leases which are divergent frontthe
accounting freatment pronounced by the International Accounting Standard (1AS) 17
Leases, which are explained as follows;

{1) Although all the leases entered into by the Modaraba are fully paid out leases but, in
accordance with the principles of Sharia substantial risks and rewards incidental to
ownership of leased assets remain with the Modaraba as a lessor and are not
transferred to the lessee, and -

(ii) The method of income recognition of finance lease prescribed by |AS-17 is interest
based whichis against the injunctions of Sharia.

In view of the above anomalies and in accordance with the injunctions of Sharig, the leased
out assetisrecorded in Modaraba’s accounts as operating lease.
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4.2.2 Change Inaccounting policyforljorah Agreements
executed on or after 01 July 2008

Persuant fo the adoption of IFAS - 2 as referred in note 2.3.2 above, lease (ijarah)
agreements executed on or after July 01, 2008 are recorded in the books of accounts as
operating lease in line with the requirements of IFAS-2 "ljarah”. Assets given to customers
under jjarah arangements are recognized as assefs under ijarah arangements and
depreciated on straight line basis over the shorter of ijarah term or their useful life. jjarah
rentals are recognized as income on accrual basis as and when the rental become due
over the ijarah period whereas costs, including depreciation, incurred in earning the ijarah
INncome are recognized as expense.,

4.3 Investiments
4.3.1 Avallableforsale

These are initiclly measured at cost, being the fair value of consideration given, At
subsequent reporting dates, these investments are re-measured at fair value. For listed
securities, fair value is determined on the basis of period end bid prices obtained from siock
exchange quotations, while for ungquoted securities, fair value is determined considering
break up value of secunties.

All purchases and sales of investments are recognized on the trade date which is the date
that the Company commits o purchase or sell the investment. Cost of purchase includes
transaction cost.

Changes in canying value are recognized in equity until the investment is sold or determined
fo be impaired at which time the cumulative gain or loss previously recognized in equity is
included in profit and loss account for the year.

432 HeldforTrading

Invesiments that are acquired principally for the purpose of generating a profit from short
term fluctuationsin price are classified as trading investments and included in current assets.
These are initially measured at cost and at subsequent reporting dates, these investments
are re-measured at fair volue. Redlized and vunredlized gains and losses arising from
changesin fair value are included in profit and loss account for the yearin which they arise.

The fair value of publicly traded securities is based on market prices quoted on the Karachi
Stock Exchange atf the balance sheet date. The investment for which a guoted market price
s not available, are measured at cost as it is not practical to apply any other valuation
methodology.

All purchases and sales of investments are recognized on the trade date which is the date

that the Company commiits to purchase or sell the investment. Cost of purchase includes
transaction cost.

Al each balance sheet date, the Company reviews the camying amounts of the
investments to assess whether there is any indication that such investments have suffered an
impairment loss. If any such indication exists, the recoverable amount is estimated in order to
determine the extent of the impairment loss, if any. Impairment |osses are recognized as
expense. In respect of 'available for sale' financial assets, cumutative impairment loss less
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any impairment loss on that financial assets previously recognized in profit and loss account
is removed from equity and recognized in the profit and loss account. Impairment losses
recognized in the profit and loss account on equity instruments are not reversed through the
profit and loss account.

4.33 Heldto Maturity

Investments with fixed or determinable payments and fixed maturity and where the
Modaraba has positive intent and ability to hold to maturity are classified as held to maturity.
These are initially recognized at cost inclusive of tfransaction costs, less impairment {ess, if any
recognized fo reflectimecoverable amount and are subsequently camed at amortized cost
using the effective interest rate method. This method uses an effechtive interest rate that
exactly discounts estimated future cash receipts through the expecied life of the
investment to its net carmrying amount. Gains and iosses are recognized in the profit and loss
account when the investments are de-recognized or impaired, as well as through the
amortization process.

4.4 Revenue Recognition

44.1 Murabaha profit
Profit on finances under Murabaha arangements is recognized on a pro-rata basis taking
into account the duration of placement of funds. The profit on Musharikas is shared by the
customer and the Modaraba in an agreed ratio based on projected rate of profit on each
investment.

44.2 Lleaserentals
The Modaraba records all lease transactions as operating leases. Lease rentals are
recoghized asincome when lease installments become due under the agreements.

443 llarahrentals
For ijjarah agreements executed on or after July 01, 2008 ijarah rentals are recognized as
incorne on accrudl basis as and when the rental become due over the ijarah period.

444 Dividendincome isrecognized when therighttoreceive paymentis established.

4.4.5 Capitalgainoriossonsale of investmentsisrecognized in the periodin which it arnses.

4.5 Taxation
Current:
Provision for cument taxation is based on taxable income at cumrent rates of taxation after
taking into account tax credit available.
Defemed:
No provision with respect to defemed taxation has been made in these accounts on the
premise that under the current tax law the income of non-trading Modarabas Is exempt
from income tax provided that they distribute ninety percent cash profit to certificate
holders ocut of current yvear's total profit after appropriating statutory reserves.

4.4 Financial insirumenis

Financial instruments comprise long term deposiis, trade debts, loans and advances, cash
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and bank balances, long term financings, short term bomrowings and trade and other
payabies.

Financial assets and liabilities are recognized at the time the Modaraba becmmes a party to
the confractual provisions of the instruments.

The particular megsurement methods adopted are disclosed in the individual policy
statements associated with eachitem.

Financial assets are derecognized when the Modaraba loses control of the contractual
rights that comprise the financial asset. The Modaraba loses such control if it reclizes the
rights to benefits specified in contract, the rights expire or the Modaraba surrenders those
nghts. Financial liabilities are derecognized when the obligation specified in the contract is
discharged, cancelled or expired. Any gain or {oss on subsequent measurement and de-
recognificn is charged to the profit and loss account currently.

Financial assets and liabilities are offset when the Modaraba has a legally enforceabie right
to offset and infends to settle either on ¢ net basis or to redlize the asset and settle the liability
simultaneousty.

4.7 Retirement and termination Benefits

The Modaraba operates a defined contributory approved provident fund for all its
employees. The Modaragba and the employees both make equal monthly contributions to
the fund at the rate of 10% of the basic salary of employees.

48 Cash and Cash Equivalents

For the purpose of cash flow statement, cash and cash equivalents comprise cash in hand,
cash at bank and other shorf-term highly liguid instruments that are readily convertible to
known amounts of cash and which are subject to aninsignificant risk of changesin value.

4.9 Dividend

Dividend distribution to the Modaraba's certificate holders is recognized as a liabifity in the
tinancial statements in the period in which the dividends are declared by the Modaraba.

410 Critical Accounting Estimates and Judgments

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

4.10.1 Uselullives, pattern of flow of economic benefits and Impairment

Estimates with respect fo residual values and depreciable lives and pattern of flow of

s ANNUGl Report 2009



economic benefits based on the analysis by the management of the Modaraba. Further,
the Modaraba reviews the value of the assets for possible impairments on an annual basis
and any change in the estimatfes in the future might affect the camrying amount of
respective item of property, plant and eauipment, with a comesponding effect on the
depreciation charge and impairrment established.

4.10.2 Provisions against non performing financings (Suspense Income)

The Modaraba reviews its overdue leases at eachreporting date to assess whether provision
should be recorded in the profit and loss account, in addition to the mandatory provisions
required in accordance with the Prudential Regulations issued by the Secunties ond
Exchange Commission of Pakistan. In particular, judgment by management is required in
the estimation of the amount and timing of future cash flows when deftermining the level of
provision required, Such estimates are based on assumptions about a number of factors
and actual results may differ, resulting in future changes to the provisions.

2009 2008
5. CASH AND BANK BALANCES Nole Rupees Rupees
Cash in hand 1,380
Balances with bank in
Current accounts 8,081,869 3,127,571
Deposit accounts (5.1) 77,866 77,463
8,159,735 3,205,034
5.1 These cany profit at the rate of 5% (2008: 3.25%) per annum.
b. SHORT TERM INVESTMENT
Held to maturhy
Certificate of deposits (6.1) 25,000,000 28,000,000
Held for frading )
Shares of listed companies (6.2) 3.944.888
Less: Unrealized loss on revaluation of held {163,433)
for trading investment
3,783,455

28,783,455 28,000,000

4.1 This represents Riba Free Monthly Morabaha Certificates held with Meezan Bank Limited
which camry profit @ 8.59% per annum.

2009 2008
6.2 Shares of listed companies Average Market Average  Market
cost value cost value
------ Rupees--~- ------Rupees-----
Nishat Mills Limited ?7.770 924,550 = -

2,500 {2008: Nil) ordinary shares of
Rupees 10 each fuily paid

Pakistan Telecommunication Company Lid. 196,339 172,400 - -
10,000 (2008 Nil} ordinary shares of
Rupees 10 each fully paid
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$

_ 2009 . 2008
Average Markel Average Market
cost valve cosi value

------ Rupees--—--- -—-—---RUpees-----
Attock Refinery Lid 883.762 873.530 - -
7.000 {2008: Nil) ordinary shares of
Rupees 10 each fully paid
Pakistan Pelroleum Lid 570,708 568,620 ~ -
3.000 (2008: Nil) ordinary shares of
Rupees 10 each fully paid
Lucky Cement Lid 594,031 579,447 - -
2.200 (2008 Nil} ordinary shares of
Rupees 10 each fully paid
Pakistan Oilfields Lid 223,290 218,850 . -
1,500 (2008: Nil} ordinary shares of
Rupees 10 each fully paid
Engro Chemiclas Lid 410,546 385,290 - -
3,000 (2008: Nil) ordinary shares of
Rupees 10 each fully paid
Mari Gas Company Ltd 180,744 178,596 - -
1,200 (2008: Nit) ordinary shares of
Rupees 10 each fully paid
Packages Lid 167,183 157,040 . -
1,000 (2008: Nil) ordinary shares of
Rupees 10 each fully paid
ICI Pakistan Limited 534,582 490,875 - -
3,500 {2008: Nil) ordinary shares of
Rupees 10 each fully paid
Dawood Hercules Lid 87,933 64,255 - -
500 (2008: Nil) ordinary shares of
Rupees 10 each fully paid _

3,946,888 3,783,453 -

ADVANCES, DEPOSITS, PREPAYMENTS 2009 2008
AND OTHER RECEIVABLES Note Rupees Rupees
Current porfion of advances o employees 64,956 167,050
Profit receivable on short term investment 826,799 639,950
Security deposits 151,000 240,000
Prepayments 85,324 10,314
Recelivable from Trust Management Services
(Private) Limited (7.1} 9 386,164 Q366,164
Less: Provision for doubtful receivables 19.366,164) [9,366,164)
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2009 2008
Note Rupees Rupees
Profit on murabaha finances 10,738,278 10,948,694
Less: Suspensed income (7.2) (2,.560,596) {?,574,360)
1,177.682 1,374,334
Lease rentals receivable (7.3} 40,551,941 35,820,384
Less: Suspensed income (7.4} (22,424,387 (19,828,063)
Less: Provision for doubtful receivables (7.3) (7.307,973) (15.771.973)
10,819,581 220,350
Legal suits charges receivable 2,843,844 2,588,844
L ess: Provision for doubtful receivables (2,671,344) (2.588.844)
172,500 ° -
Late payment charges 3,223,033 3,223,033
Less: Suspensed income (3,223,033) (3,223,033)
Due from brokers against sale of shares 201,683 10,133
Sundry receivable 1,130,935 1,093,238
Less: Provision for doubtful receivables (291,852) (291,852)
839,083 801,386
14,338,608

3,463,517

7.1 This represents the advance given to Ex-management company against its management
fee and expenses paid on behalf of ExX-management company.

7.2 The movement in suspense account against murabaha profit receivable is given below:

Opening balance 2,574,360 9,213,402
For the year 48,257 443,862
Recoveries (62,021} (102,904)

9,560,596 2,574,340

7.3 It includes receivable from a customer amounting to Rs. 7,250,040 {2008: Rs.15,714,040)
against which Modaraba has a claim due from a financial insfitution in respect of prorata
share of the sale proceed of jointly attached two properties sold by the said financial
institution under the court orders. During the year, the Modaraba has recovered Rs.
8,464,000,
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7.4 The movement in suspense account against 2009 2008

lease rental receivable is given below: Note Rupees Rupees
Opening balance 19,828,063 19,719,924
For the year 2.698.235 248,139
Recoveries (101,911) (140,000)

22,424,387 19,828,063

8. SHORT TERM MURABAHA FINANCES - Secured

Considered good 48,457,234 31,500,000
Considered doubtful
- Regular parties 8,223,899 42,467,000
- Parties under litigation (8.3) 121,631,605 | { 122,003,610

129,855,504 164,470,610
Provision for classified receivables under
Prudential Regulations for Modarabas (8.2) (72,510.871) (62.769,121)
105,801,867 133,201.48%

8.1 The Modaraba has sold goods under murabaha arrangements whereby payment is
deferred along with specified profit margin. These finances are secured by way of
hypothecation/pledge of stocks, shares of listed public limited companies, mortgage of
properties, demand promissory notes, charge on assets and personal guarantees.

8.2 Movement in provision

Cpening balance 62,769,121 61,900,194
Provision for the year (20)&(8.2.1) 9,741,750 868,927
72,510,871 ] 62,769,121

8.21 Provision is adjusted for any amount of liquid assets redlizable without recourse to @
court of law and the forced sale value of any mortgaged/pledged securities as valued
by professional valuers.

8.3 Rs. 121.631 million (2008: Rs. 122.003 million) is receivable from 17 {2008: 17) customers
under muragbaha finances. Legal proceedings against these customers are in process
in the honorable courts of law. The courts have awarded decree in favour of
Modaraba in 16 (2008: 17) cases for recovery of Rs.157,585,418 (2008: Rs. 160,354,846),
while execution petitions for these cases are pending. No settlement / compromise
agreements have been made with parties during the year ended 30 June 2009.
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2009 2008

9. LONG TERM MURABAHA FINANCES - SECURED Note Rupees Rupees
Considered good - 2,728,508
Considered doubtful (2.1) 40,670,087 41,000,000

40,670,087 43,728,508

Less: Cumrent portion grouped under
curent assets (9.2) 40,640,735 43,631,527

29,352 96,781

?.1 It includes Rs. 40.516 million [{2008: Rs. 41.666 million) receivable from 2 {2008: 2)
customers under murabaha finances which are under litigation. Legal proceedings
against these customers are in process in the honorable courts of iaw. The courts have
awarded decree in favour of Modaraba in these cases for recovery of Rs. 72,974,795
(2008: Rs. 79,254,704). No settiement / compromise agreements have been made with
parhies during the year ended June 30,2009.

9.2 - Installiments overdue 40,621,382 43,616,268
- Instaliments receivable within next 12 months 19,353 15,259
40,640,735 43,631,527

Provision for classified receivables under

Prudential Regulations for Modarabas (9.3) (8,012.896) (8.000,000)
32.627.839 35.631,527

93 Pprovision is adjusted for any amount of liquid assets realizable without recourse to a
court of law and the forced sale value of mortgaged/pledged securities as valued by
professional valuers.

10. LONG TERM DEPOSITS

With Central Depository Company 154,862 154,862
Wwith others 30,000 30,000

184,862 184,862

11. INVESTMENTS

Avallable for sale

Shares of listed companies {11.1) 43.0‘3’4,506 43,094,506
Certificates of Mutual Funds (11.2) 2,337,389 2.337,389
Sukuk certificates | (11.4) 9,063,000 | -

54,494,895 45,431,895
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11.1

Less: Provision for diminution in volue of
investments {impairment)

Add : Unrealized gain / {loss) on revaluation
of investments

Shares of listed companles

Amin Spinning Miils Limited
400 [2008: 400} cordinary shares of
Rupees 10 each fully paid

Kohinoor Spinning Mills Limited
200 (2008: 200) ordinary shares of
Rupees 10 each fully paid

Rellance Cotion Spinning Mills Limited
100 {2008: 100) ordinary shares of
Rupees 10 each fully paid

Dewan Salman Fibres Limited
39.500 {2008: 39,500) ordinary shares of
Rupees 10 each fully paid

Kohinoor Textile Mills Limited
283,312 (2008: 283,312) ordinary shares of
Rupees 10 each fully paid

Fauji Cement Company Ltd.
129,900 (2008: 129.900) ordinary shares of
Rupees 10 each fully paid

Pakistan Telecommunication Company
Limited

195,000 (2008: 195,000) cordinary shares of
Rupees 10 each fully paid

2009 2008
Note Rupees Rupees

{11.3) 34,690,854 2,449,505

19,804,041 42,982,390

524,100  (21.029,153)

20,328,141 21.953.237

2009 2009

Average Market Average Market
cost value cost value

------ Rupees---- ==s---RUpEES§----
7.516 1,200 7.516 2,176
10,290 570 10,290 282
1,000 2.400 1,000 3.400
1,092,370 58,855 1,092,370 195,525
7,444,372 1,252,239 9,444372 3,929,537
2,612,165 856,041 2,612,165 1,314,588
16,318,664  3.361,800 16,318,664 7,534,800
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2009 2009
Average Market Average Market

cost vafue cost value
------ Rupees---- ------RUp € e §----
Pakistan PTA Limited
102,000 {2008: 102,000) ordinary shares of _
Rupees 10 each fully paid 1,449,061 291,720 1,449,061 431,460
Pakistan Intemnalional Airdines
Corporation Limited "A’
220,000 {2008: 220,000} ordinary shares of
Rupees 10 each fully paid 3,781,830 730,400 3,781.830 1,100,000
Qil & Gas Development Company Limited
45,000 (2008: 45,000) ordinary shares of
Rupees 10 each fully paid 7,756,842 3,538,800 7,756,849 5,596,200

Pakistan Cement Company Limited

49,750 {2008: 49,750) ordinary shares of

Rupees 10 each fully paid 620,389 134,325 620,389 338,300
43,094,506 10,228,350 43,094,506 20,446,968

11.2 Cerlificates of Mutual Funds

Investec Mutual Fund
28,500 (2008: 28,500) certificates of
Rupees 10 each 528,702 18,525 528,702 71,820

PICIC Energy Fund
20,000 (2008: 20,000) certificates of
Rupees 10 each 253,625 90,000 253,625 149,800

PICIC Investiment Fund
61,220 (2008: 61,220) certificates of
Rupees 10 each 1,017.094 233,248 1,017,094 727.294

Pakistan Premier Fund
41,687 (2008: 41,867) cerfificates of

Rupees 10 each 537,968 170,917 537,968 557,355
2,337.389 512,690 2,337,389 1,506,269

==
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11.3

11.3.1

11.4

12.

2009 2008

Note Rupees Rupees
Particulars of provision for diminution In value
of investments{(impairment)
Opening balance 2,449,505 2,449,505
Charge for the year (11.3.1) 32,241,349 -
Closing balance | 34,690,854 2,449,505

During the year, the stock exchanges infroduced ‘floor mechanism’ in respect of prices of
equity securities based on the closing price as prevailing on August 27, 2008, Under the “floor
mechanism”, the individual security price of equity securities could vary within normal circuit
breaker limit, but not below the floor price level. The mechanism was effective from August
28. 2008 and remained in place unfil December 15, 2008. During this period trading of
securities effectively remained suspended on the stock exchanges. The frading resumed on
December 15, 2008, however, the frading volumes upto December 31, 2008 were
significantly low as compared to the volumes before the institution of floor mechanism.
Accordingly, the Modaraba has recognised impairment amounting to Rs. 32,241,349 on its
available for sale investments in its financial statements for the six months ended December
31, 2008. Such impairment is based upon the market value of these investments as per
instructions vide Securities and Exchange Commission of Pakistan’s SRO 150(1}/2009 dated
13 February 2009.

2000 BRR Guardian Modaraba cerfificates (2008:Nil) having face value Rs. 10 million
(2008:Nil) carry profit at six months Kibor plus 130 basis points. These will mature in 2014 and

are secured against joint ownership of musharaka assets, The fair value of each certificate is
Rs.4,793 (2008:Nil).

FIXED ASSETS
Operating assets given on lease (ijarah] - tangible (12.1) 76,561,506 34,275,646
Operating assets in own use - tangible (12.2) 13,235,788 11,554,843

89,797,294 45,830,489
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13.

14,

15.

15.1

2009 2008
Nole Rupees Rupees
CUSTOMERS’ SECURITY DEPOSITS
These represent the customers depaosits to secure the
lease finances given to them and is made up as follows:
QOpening balance 5,177,355 5,933,630
Security deposits received during the year 26,624,845 450,000
Security deposits adjusted d_uring the year (892.700) (1,206,275)
Closing balance 30,909,500 5,177,355
Less: Current portion shown as cumrent liabilities 3.437.005 3,115,855
27,472,495 2,061,500
CREDITORS, ACCRUED AND OTHER LIABILITIES
Accrued expenses 262,000 380,105
Other payables 229,183 10,337,803
Unclaimed dividends 8,542,736 8,549,607
Medical Fund 135,430 344,030
?.169,34% 19,591,545
CERTIFICATE CAPITAL
Avuthorised Capital
50,000,000 Modaraba Certificates (2008:50,000,000)
of Rs.10/- each | 500,000,000 500,000,000
Issued, subscribed and pald-up capital
150,000,000 Modaraba Certificates {2008:15,000,000)
of Rs.10/- each fully paid-up in cash 150,000,000 150,000,000
12,300,000 Modaraba Certificates (2008:12,300.000)
of Rs.10/- each issued as fully paid bonus certificates 123,000,000 123,000,000
2,500,000 Mmodaraba Certificates (2008:Nil)
of Rs.10/- each issued as fully paid as a result of (15.2) 25,000,000 -
take over
298,000,000 273.000,000

2,761,388 (2008: 2.761.,388) certificates were held by the previous management company.,
namely Trust Management Services (Pvt.) Limited up till the appointment of the
Administrator. Now these certificates are kept with Central Depository Company of Pakistan
Limited {CDC) under the control of new management of AlL-Zamin Modarabg

Management (Private) Limited.
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5.2

16.

17.
17.1

17.2

18.

1Y,

During the year, Modaraba has issued 2,500,000 modaraba certificates to A-Zamin
Modaraba Management (Private) Limited under SECP order dated 30 January 2009 against

certificate deposit money discussedinNote 1.1.

CONTINGENCIES AND COMMITMENTS

Commitments in respect of unavailed murabaha facilities and unavailed iraha facilities as

onbalance sheet date were Nil {2008: Nil) respectively.

Note

INCOME

Income from leasing and ijarah cperations
Less: Suspended income during the year
Add: Receipts against suspended income

Profit on murabaha finances
Less: Suspended income during the year
Add: Receipts against suspended income

OTHER INCOME

Processing, documentation, other fees and charges
Recoveries against provision for doubtful receivable
Miscellaneous income

FINANCIAL CHARGES

Profit on murabaha finances
Profit on musharnka finances

PROVISION AGAINST NON PERFORMING
MURABAHA FINANCES - Net

Short fermm murabaha finances

For the year (8.2}

Long term murabaha finonces
For the year

(7.2

(2.754,446)

2009 2008
Rupees Rupees
32,190,675 4,073,659
(2,698,235) (248,139}

101,911 140,000
29,594,351 3.965,520
12,898,765 15,069,005

(48,257) {463,862)

62,021 102,204
12,912,529 14,708,047
235,688 870,625

- 20,500
199,892 149,723
435,580 1,040,848

- 32,367

. 1,554,049

- 1 ,586,41 6
(9,741,750} (868.927)
(9.741,750} (868,927}

(12,896) -

(8468,927)




21. ADMINISTRATIVE EXPENSES

Salaries, allowances and other benefits
Legal and professional charges
Fees and subscnption

Flectricity, gas and water
Telephone, postage and courier
Agvertisement

Printing and stationery

Traveling and conveyance
Entertainment

Insurance

Vehicle running

Auditors remuneration

Repairs and maintenance
Registrar's services

Receivables written off
Depreciation on own assets
Bank charges and commission
Miscellaneous

21.1 Salaries, allowances and other benefils

2009 2008

Note Rupees Rupees
(21.1) 3.158,022 4,556,232
(21.2) 6.542.755 6,853,270
449,960 372,526
286,395 185,074
256,166 174,924
120,300 8,500
194,333 140,517
34,135 55,352
96,949 83.116
36,116 38.88%9
731,525 708,786
(21.3) 350,000 350,000
1,040,086 1.168,061
60,000 90.000
- 746,510
322,982 585,07
35,186 109.217
373,377 200,556
14,088,307 15,756,601

This includes saiaries and allowances paid to executives as per the following details.

Basic salary

House Rent

Business promotion allowance
Utilities

Other benefits

Number of persons

2009 2008
Executives Executlves
620,000 813,750
279,000 366,188
93.000 122,063
62,000 81.375
(21.1.2) 339336 579,999
1,393.336 1,963,375
] 2




21,1.1 The executive is provided with free use of Modaraba maintained car.

21.1.2 It includes amount Rupees. 62,000 [2008: Rupees 159,880) against the provident fund
confibution.

21.2 It includes Administrator's remuneration amounting to Rupees. 5,400,000 {2008: 6,000,000).

2009 2008

21.3  Auditors' remuneration Note Rupees Rupees

Annual 250,000 250,000

Half yearly 50,000 50,000

Qut of pocket expenses 50,000 50,000

350,000 350,000

22. OTHER CHARGES

Provision for doubtful receivable (22.1) 82,500 798.778

Unrealized loss on revaluation of held for trading (6] 163,433

investiment

245,933 798,778

22.1 This represent provision against legal suit charges receivable from defauiters.

23. RENTALS RECEIVABLE WITHIN NEXT TWELVE MONTHS

Future minimum lease rentals receivable on the basis of lease agreements executed
upto 30 June 2009 are as follows:

Receivable not iater than one year 22,869,220 3.190,248
Receivable later than one year but not later than & vears 26,441,417 4,786,507

49,310,637 7,976,755

24, PROVISION FOR TAXATION

Current yveor {24.1) - 138.176
Prior year - (400,000}

- (261,824)

241 During the year, the Modaraba suffered taxable loss and accordingly, no provision for
curmnet taxation has been made in these financial statemenits.

. LOSS PER CERTIFICATE

Loss after taxation (33,087,281) {1,670,695)
Weighted average ordinary certificates ___ 29,800,000 2?,300,001
Loss per cerfificate (1.11) (0.06)
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26. MATURITIES OF ASSETS AND LIABILITIES

Assels:

Cash and bank balances

short term investment

Advances, deposits, prepoyments and other receivables
short term murabahag finoncing

Current porion of leng termm murabaha finances

Long terrm murabaha fiances

Long term deposis

Investrmeants

Assets leased out

Assefs in own use

Labllities:

Curment gortion of customers’ security deposits
Creditors, accrued and other iabilities
Fravision for taxation

Customers' security deposits

Net Balance
Certificate holders' equity

Assels:

Cash and bonk balances

short term investment

Adchvances, depocsits, prepayments and other receivanles
short term murabaha fnancing

Cumrent portion of long term murabaha finances
Long term murckaha ficonces

Advances 1o employees

Long term deposits

Investmenis

Assetls leqsed out

Assets in own use

Liabflities:

Finance under mushariko amangements - secured
Finance under murabaha arangements - secured
Cumrent porfion of long term moraboaha finance - secured
Current portion of customers” security depaosits

Creditors, accrued and other liobilities

Frovision for taxation

Customers’ security depasits

Net Balance
Cexitlicate holders' equily

2009
Upto Over one to Over five
Total one yeor five yeors yeors

8,141,115 161115 = =
28,783,455 28,783,455 - -
14,338,408 14,338,608 - -

105,801,847 105,801,867 - ~
32,627,839 32,627 837 - -
29,352 - 29,352 -
184, 852 - - 184,862
20,328,141 - - 20,328,141
76,581,504 70,961,238 5.606.268 -
13.235,788 - 13,235,788 -
300,052,533 260,674,122 18.845.408 20,573,003

3,437,005 3,437,005 - -

2,149,349 2.149,349 -

2945133 2945133 - -
27. 472,495 - 27472 . 495 -
43,023 982 15,551,487 27 472475 -

257,028,551 245 122,635 (8, iu?,unﬂ 20,513.003
257,028,551
2008
Upto Over one fo Over Rve
Total ane yeor five yoars years
A DR e Rupee...........

3,205,034 3,205.034
28,000,000 28,000,000 -

3,463,517 3,443,517 =

133.201,489 133,201,489 . -
35,631,527 35,631,527 - -
26,981 - 96.981 -
184 842 - 184, 842
21,953,237 - - 21.953.237
34,275,646 28.675378 5,600,268 -
11,554,843 - 11,554,843 -
271.567.137 232176945 17,252,092 22.138,09%

3.115.855 3,115,855 - -
19,591,545 19,591,545 - -

3,235,657 3,235,857 - -

2,041,500 - 2.061,500 -
28,004,557 25 %43 057 2,061,500 :

243,562,.57% 204,233,887 15.170.592 22,138,099
E‘imjﬂ
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27. FINANCIAL RISK MANAGEMENT
271 Financial risk factors

The Modaraba’s activifies expose it to a variety of financial risks: market risk [including
currency nsk, other price risk and interest rate risk), credit risk and liquidity risk. The
Modaraba’s overall risk management programme focuses on the unpredictability of
financial markefs and seeks to minimize potential adverse effects on the financial
performance.

Risk management is camed out by the Board of Directors (the Board) of the management
company, chief operating officer and chief financial officer. The Board provides principles
for overallrisk management, as well as policies covering specific areas such as currency risk,
other price risk, interest rate risk, credit risk and liquidity risk.

(a) Market risk
(I} Currency risk

'Cuirency risk is the risk that the fair value or future cash fiows of a financial
iInstrument will fluctuate because of changes in foreign exchange rates. Cumrency
risk arises mainly from future commercial transacticns orreceivables and payables
that exist due to transactionsin foreign currencies.

The Modaraba is not exposed 1o currency risk arising from cumency exposure as
Modaraba is not involved in foreign cumrency tfransactions.

(1) Equity price risk

‘EqQuity price risk represents the nsk that the fair value of equity investments will
fluctuore because of changes in levels of indices, whether those changes are
caused by factors specific to the individual financial instrument or its issuer, or
factors affecting all similar financial instrument fraded in the market. The
Modaraba is exposed to equity price risk as modaraba hold available for sale and
held for frading investments.

2009 2008 2007
Reporting date all index points 5122 B834 Q759
Changes Effects on
in KSE Profit E":":;:“
all Index Before Tax 9
Available for sale (Rupees)
investments - +10% A 4 543,190
0o -10% - (4,543,190)
+10% . 4,543,190
2008 -10% _ (4,543,190])
Held for trading
investments +10% 3904 689 )
B -10% (394,4689) -
+10% - -
2008 0% ) )
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(iil) Profit rate risk

This represents the rsk that the fair value or future cash flows of a financial
instrument willfluctuate because of changesin market mark up rates.

The Modaraba has no significant long-term interest-bearing assets. The
Modaraba's mark up/profit rate risk arises from long term Morabaha financing,
short term Morabaha financing, investments and ijrahas,

Al the balance sheet date the interest rate profile of the Modaraba’'s mark up
bearing financialinstruments was:

2009 2008
Fixed rate insirumentis Rupees Rupees
Financial assetfs |
Short terrm murabaha financing 105,801,867 133,201,489
Long term murabaha finances 32,657,191 35,728,508
Advances, deposits, and other receivables 11.997.263 i,.594,684
Floating rate insfruments
Financlal assets
Bank balances - deposit accounts 77.866 77.866
Short term investment-held to maturity 25,000,000 28,000,000

Fair value sensitivity analysis for fixed rate Instruments

The Modaraba does not account for any fixed rate financial assets and liabilities at
tfair value through profit or loss. Therefore, a change in interest rate at the balance
sheet date would not affect profit or loss of the Modaraba.

Cash flow sensitivity analysis for varlable rate instruments

'If interest rates, at the year end date, fluctuates by 1% higher / lower with all other
variables held constant, loss after taxation for the year would have been Rupees
230,779 lower / higher (2008: Rupees 280,779 higher / lower) respectively, mainiy as
a result of higher / lower interest expense on floating rate bomrowings in the year
ended 30 June 2009 and higher / lower interest income in the year ended 30 June
2008.This analysis is prepared assuming the amounts of floating rate instruments
outstanding at balance sheet dates were outstanding for the whole year.

(b) Credh risk

'Credit risk represents the risk that one party to o financial instrument will cause a
financial loss for the other party by failing to  discharge an obligation. The camying
amount of financial assets represents the maximum credit exposure. The maximum
exposure 1o credit risk at the reporting dote was as follows:
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2009 2008

Rupees Rupees
Cash and bank balances 8.159.735 3,205,034
Short term investments 28,783,455 28,000,000
Advances, deposits and other receivables 14,253,284 3,453,203
Short term murabaha financing 105,801,867 133.201,489%
Long term murabaha financing 32,657,191 35,728,508
Long term deposits 184,862 184,862
Investments 20,328,141 21,953,237

210,168,535 225,726,333

Geographically all credit exposure is concentrated in Pakistan.

The maximum exposure to credit risk for receivables (morabaha financing and lease rental
receivables) at the reporting date by type of customer was:

Textile Spinning 5,197.000 8,290,000
Textile Composite 29,064,318 25,180,865
Fuel and Energy 12,825,950 12.571,588
Engineeering 2,597,317 2,626,924
Transport & Communication 13,200,000 13,200,000
Chemical & Pharmaceuticals 2,716,436 2,594,896
Vanaspatic and Allied industnes 94,913,064 24.913.066
Miscellaneous 102,758,953 120,090,859

270,273,040 286,468,198

The age of Murabaha and lease / ijarah rental receivables and related impairment loss at
the balance sheet date was:

Aging of Murabaho and lease / ljarah rental receivables

Not past due 51,120,000 73.747,574
Past due 0 - 180 days 8,166,572 4,284,172
Past due 181 - 345 days - 82,649,354
1 -2 years 44,888,553 24,304,638
Mare than 2 years 166,097,915 101,482,460

_ 270273040 286,468,198

Aging of impaired Murabaha and lease / ljarah rental receivables

Not past due 48,257 463,862
Past due 0 - 180 days . 848,927
Past due 181 - 365 days 10,156,487 57,933
| - 2 years _ 926,860 70,148,333
More than 2 veuré 108,685,119 44 404 4462

119,816,723 115,943,517/

AnNUGH Report 200 I



Colliaterals held against murabaha financing and ijorah rentals receivables

|. 2009
Collaterals |
A Hypotyhe-| Liquid- |Net Exposurel
Exposure) i i
POSUI® Mortgage | ¢ ation CullaiemlJ
--------------------------- Rupees =rersacenacennanagonacnnna..
Long term Murabaha financing 40,670,087 15,230,678 25,439,409 - -
Short term Murabaha financing 178.312,738 72,151,633 91,628,000 19,353 14,513,752
icarah / lease rental receivabies 40,551,941 12,347,453 - 27.172,164 1,032,324

The Modaraba has adopted a policy of only dedling with creditworthy counterparties and
cbtaining sufficient collateral, where appropriate, as a means of mitigating the risk of
financialloss from defaults. The Modaraba hasinternally developedrating creteriaifo rate its
customers which is supplimented by ratings supplied by independant rating pgencies
where available. The Modaraba also uses other publicly available financial informdation and
its own frading records to rate its customers. The Modaraba’s exposure and the credit
rafings of its counterparties are continuously monitored and the aggregate |value of
transactions concluded is spread amongst approved counterparties. Credit exdposure is
controlled by counterparty limits that are reviewed annually.

The management monitors and limits Modaraba's exposure to credit risk through monitoring
of clients’ 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 1o significant concentration of credit risk as its finangial assets
are adequately diversified in organizations of sound financial standing covering vanous
industrial sectors and segments.

The cradit quality of financial assets that are neither past due norimpaired can bejassessed
by reterence o external credit ratings (If available) or to historical information about
countferparty default rate. The table below shows the bank balances and investments held
with some magjor counterparties al the balance sheet date:

=

Rating 2009 || 2008
I"::: I Agency (Rupees)
Banks

Askar Bank Limited AA PACRA - 688
Habib Metropolitan Bank Limited AA+ PACRA 77,866 77,4463
Bank Alfalah Limited AA - PACRA 537,213 33,882
The Bank of Punjab AA- PACRA . 5,892,219 3(082,832
Meezan Bank A+ JCR-VIS 1,647,864 -
State Bank of Pakistan 4,573 10,169

~ 8159,735  3|205,034
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2009 | [ 2008
Rating| |Agency (Rupees)
Avuailable for Sale Securilies
Fully Paid Ordinary Shares
Anpin Spinning Mills Limited N/A - 1,200 2,176
Kohinoor Spinning Mills Limited N/A E 570 982
Reliance Cotton Spinning Mills Limited N/A - 2,400 3,400
Dewan Salman Fibres Limited N/A - 58,855 195,525
Kohinoor Textile Mills Limited N/A - 1,252,239 3227537
Favji Cement Company Ltd. N/A - 856,041 1,314,588
Pakistan Telecommunication Company Limited N/A - 3.361.800 7,534,800
Pakistan PTA Limited N/A - 291,720 431,460
Pakistan Intemational Airines Corporation Limited  N/A - 730,400 1,100,000
Qill 8. Gas Development Company Limited AAA JCR 3.538.800 5,596,200
Pakistan Cement Company Limited NJA - 134,325 338,300
10,228,350 20,444,968
C cates of Mutual Funds
Investec Mutual Fund N/A E 18,525 71,820
PICGIC Energy Fund N/A E 20,000 149,800
PIGIC Investment Fund N/A - 233,248 727,294
Pakistan Premier Fund S5star PACRA 170,917 557,355
512,690 | 1,506,269
Hejd for Trading
Nishat Mills Limited AA PACRA 24,550 -
Pakistan Telecommunication Company Ltd.  N/A - 172.400 -
AHock Refinery Ltd AA PACRA 873,530 -
Pakistan Petroleum Lid N/A 568,620 -
Lugcky Cement Ltd N/A . 579.447 -
Pakistan Qilfields Ltd N/A - 218.850 =
Engro Chemiclas Lid AA PACRA 385,290 -
Marn Gas Company Ltd N/A - 178,596 -
Packages Lid AA PACRA 157,040 -
ICiiPakistan Limited N/A . 490,875 .
Dgwood Hercules Lid N/A - 64,255 -
3.783,453 -
Held to maturity
Certificate of deposits A-1 JCR-VIS 25,000,000 -
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Further the Modaraba's exposure to credit risk and impaiment iosses related to morabaha
financing,Investments and otherreceivables is disclosedin Note 8,9 6.7 and 11 respectively.

Due to the Modaraba and its other related entities's long standing business relationships with
these counterparties and after giving due consideration o their strong financial standing
and collaterals, the maonagement does not expect non-performance by these counter
parties on their obligations to the Modaraba. Accordingly, the creditriskis a moderate.

(c} Liquidiy risk

Liquidity risk is the risk that an entity will encounter difficulty in meetfing ocbhigations associated
with financiatliabilifies.

The Modaraba's agpproach to managing hiquidity is to ensure, as far as possible, that it will
always have sufficient liguidity to meet its liabilities when due. under both nomal and
stressed conditions, without incumng unacceptable losses or risking damage 1o the
Modaraba's reputation. Inspite the fact that the Modaraba is in @ positive working capital
position at the year end, management believes the liguidity risk to be low.

The table below analysis the Modaraba's financial liabilities into relevant maturty groupings
based on the remaining period at the balance sheet to the contractual maturity date. The
amounts disciosed in the table are the contractual undiscounted cash flows. Balances due
within 12 months eguates to their canrying balances as the impact of discounting is not

significant.
Camrying | | Conractual Less than Batween 1
Amount cash flows 1 yeor and 5 years Qw3 g
---------------------- (RUp8ES) ----r=rrmcmrncennacnas
30 June 2007
Customers' security deposits 30,909,500 30,909,500 3,437,005 27,472,495
Creditors, accrnued and other liabihties 2.146%,34% 8,877,349 8,877,347 -
40.078.84% 39.786.849 12,314,354 27,472,495
Carying Conraciual Less than Beftween 1
Amount cosh fows 1 yew and 5 years N YOS
30 June 2008 mmmmmsmmrmesrrrsEamE. (Rupees) ----crccamamiammaaa.
Customers’ secunty deposits 5,177,355 5.177.355 3,115,855 2,041,500
Creditors, accrued and other liabitities 19.591,545 19,591,545 19,591,545 .
24,748,900 24.7468.900 22,707,400 2.0461,500

The contractual cash flows relating to the above financial liabilities have been determined
on the basis of markup / profit rates effective as at 30 June. The rates of mark up have been
disclosed inrespective notes to the financial statements. :

27.2 Fair values of financial assefs and liabilities

The carrying values of dll financial assets and liabilities reflected in financial statements
approximate their fair values. Fair value is determined on the basis of objective evidence at
eachreporting date.
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27.3 Financial Insrumenis by categories

Loans and Avgilable Heid fo vﬁfmi:;“h Tolal
recelvables for sale rmaturity profit or loss
As at 30 June 2009 (Rupees)
Assefs as per balance sheet -
Cash ond bank batances 8,159,735 . - - 8,159,735
Short term investment . - 25,000,000 3.783.455 28,783,455
Advances, deposits ond
other receivables 14,253,284 : - 14,253,284
Short term murabaha financing 105.801,867 - . - 105,801,867
Long term murabaho fingncing 32,657,191 = - . 32,657,191
Long term deposits 184,842 = 5 - 184,842
Investments - 20.328.141 - - 20,328,141
161,056,939 20,328,141 25,000,000 3.783.455 210,168,535
Financial liobilities ot
amorfized cosi
(Rvpees)
LiabliiHes as per balonce sheet
Customers' secunty deposits 30,909,500
Craditors, occrued and cther liabilities 9.169,349
40,078,849
loansand || Avoilable Heldfo || Assets atfalr
iecelvabie (e scla maturity value through Total
profit or loss
(Rupees)
As ot 30 June 2008
Assels as per bolance sheet
Cash and bank balances 3,205,034 - - 3,205.034
Short term investment - - 28,000,000 - 28,000,000
Advances, deposits, and
cther receivables 3,453,203 - - - 3,453,203
Shart term murabaha finoncing 133,201,489 - - - 133,201,489
Long term murabaha finances 35,728,508 - - - 35,728.508
Lorng term deposits 184,842 - - . 184, 862
Investments - 21,953,237 - - 21,953,237
175.773.096 21,953,237  28,000.000 - 225,726,333

Liabilitles as per balance sheet
Customers' security deposits
Creditors, accrued ond other liabilities

Fnancial ligbilities of
amovrlized cost

(Rupees)

3,177,355
19.591.545

24,768,900
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27.4

28.

Capital risk management

The Modaraba's objectives when managing capital are to safeguard the Modaraba’s
ability to continue as o going concern in order to provide return for certificateholders and
benefits for other stakeholders and to maintain healthier capital ratios in order to support its
business and maximize cerificateholders value. The Modaraba manages its capital
structure and makes adjustments to it, in the light of changes in economic conditions. To
maintain or adjust the capital structure, the Modaraba may adjust dividend payments 10
the shareholders, return on capital to certificateholders orissue new shares.

No changes were made in the objectives, policies or processes from the previous year. The
modaraba monitors capital using gearing ratio, which is debt divided by equity plus debt.
Debtrepresent loans, customer security deposits, creditors ,accrued and other liabilites, less
cash and cash equivalents of Modaraba. Total capital employed includes ‘total equity’ as
shown in the balance sheet plus debt. The modaraba policy is to keep the gearing ratio
between 5% and 20%.

The gearingratio as at year ended 30 June 200% and 30 June 2008 is as follows:

2009 2008
Note Rupees Rupees

Customers' security deposits (13) 30,209,500 5177, 355
Creditors, accrued and other liabilities (14) 7,169,349 19,591,545
Less: Cash (5) (8.161,115] (3.205,034)
Net delbt 31.917.734 21,563,846
Equity 257,028,551 243,562,579
Capital and Net debt 288,946,285 265,126,445
Gearnng Ratio 11.05% 8%

RELATED PARTY TRANSACTIONS

Related parties of the Modaraba include the Modaraba management company [Al-Zamin
Modaraba Management (Private) Limited], directors of Al-Zamin Modaraba Management
(Private) Limited, key management personnel and the Administrator. Transactions with
related parties are given below:

2009 2008
Nature of Relationship Nature of Transachion Rupees Rupees
Administrator Remuneration 5,400,000 6,000,000
Modaraba Management Company Registrar fee % 50,000
Employees' Provident Fund Contributions paid 62,000 159,880

The fransactions with the key management personnel under terms of employment are
excluded fromrelated parfy fransactions.
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29. NUMBER OF EMPLOYEES

The fotal number of employees as at June 30, 2009 were 10 (2008: 9).

30. DATE OF AUTHORIZATION OF ISSUE

These financial statements have been approved forissue by the Management company
on October 01, 2009.

31. CORRESPONDING FIGURES

Corresponding figures have been rearanged andrestated, wherever necessary, however,
no sighificant reclassification has been made in these financial statements.

32. GENERAL

Figures have been rounded off to nearest rupee.

O i . T g
et cave 'ﬁiﬁmcﬁ- nmecc;}
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%
e

PATTERN OF CERTIFICATEHOLDINGS

AS AT 30 JUNE 200%
Number of Cerlificatehoidings Total Percentage
Cerlificate- from To Cerlificates Held
holders
208 ] 100 29.101 0.10
1043 101 500 306,675 1.03
733 501 1000 638,459 2.14
381 1001 5000 896,200 3.01
87 5001 10000 667,339 2.24
23 10001 15000 289,068 0.97
11 15001 20000 193.511 0.65
7 20001 25000 159,107 0.53
4 25001 30000 114,410 0.38
3 30001 35000 92,570 0.31
2 35001 40000 78.550 0.26
4 45001 50000 195,174 0.65
2 50001 55000 106,600 0.36
2 40001 465000 127,000 0.43
3 65001 70000 207,040 0.69
1 70001 75000 75,000 0.25
1 75001 80000 78,382 0.26
1 25001 100000 100,000 0.34
] 100001 105000 101,500 0.34
1 110001 115000 115,000 0.39
] 115001 120000 118,100 0.40
] 140001 145000 143,500 0.48
1 145001 150000 146,500 0.49
1 180001 185000 181,230 0.61
] 265001 270000 265,500 0.89
1 290001 295000 291,200 0.98
1 295001 300000 296,000 0.99
l 340001 345000 344,500 1.16
| 410001 415000 414,000 1.39
] 530001 535000 530,500 1.78
] 550001 555000 551,000 1.8
] 1255001 1260000 1,258,896 4.22
] 2495001 2500000 2,500,000 8.39
] 2760001 2765000 2,761,388 9.27
] 15425001 15430000 15,427,000 51.77
2,833 29,800,000 100.00
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CATEGORIES OF CERTIFICATEHOLDERS

AS AT 30 JUNE 2009
Calegories of B Numb:r of Tolal Cerlificates Percentage
Certificateholders Cerlificate- Held

holders
e e—

Associated companies, undertakings and related parties
Al-Zamin Modaraba Management (Privale) Limited 1 2,500,000 8.39

Investiment Corporation of Pakisian ] 13,700 0.05
Directors, CEQ & thelr spouse and minor children . .

Executives . - b,
Public sector companies and Corporations - = .

Banks, Development Finance Institufions,
Non-Banking Finance Institutions, Insurance

Companies, Modarabas and Mutual Funds 15 1,576,756 - 5.29
Joint Stock Companies 30 3,183,248 10.68
Individuals 2,783 21.889.224 73.45
Others 3 63/.070 2.14

Tolal 2,833 29,800,000 100.00

%

Certificateholders heolding ten percent
of more certificates in the Modaraba

Mohammad Aslam Motiwala ] 15,427,000 51.77
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