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MISSION STATEMENT

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

VISION STATEMENT

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

CORPORATE STRATEGY

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

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

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




NOTICE OF ANNUAL REVIEW MEETING (ARM)

Notice is hereby given to the certificate holders of First IBL Modaraba (FIBLM) that 17" Annual
Review Meeting [ARM] of certificate holders will be held on Thursday
October 26, 2017 at 04:30 p.m. at Auditorium of NBFI and Modaraba Association of Pakistan, 602,
6" Floor, Progressive Centre, 30-A, Block-6, P.E.C.H.S., Shahrah-e-Faisal, Karachi to review the
performance of First IBL Modaraba for the year ended June 30, 2017.

The persons entitled to attend the meeting will be those cerificate holders whose names are
entered in the register of certificate holders seven (07) days before October 26, 2017.

Company Secretary

October 04, 2017




DIRECTORS’ REPORT

The Board of Directors of M/s. 1BL Modaraba Management (Private) Limited [IBLMM], the Management Company of
First IBL Modaraba [FIBLM], is pleased to present to the certificate holders the Audited Finandals Statement of First
IBL Modaraba for the year ended June 30, 2017 along with Auditors’ Report thereon.

Financial Results:
Summarized results for the year under report are as under: (Rs. in "000")
June 2017 June 2016
Operating income 31,235 33,902
Other income 16,164 10,013
Management fee- 10% 1,111 1,093
Met profit after Tax 10,007 9,839

Review of Operations:
By the grace of Almighty, another successful financial year is concluded by the management of Rrst IBL Modaraba
and management is pleased to maintain the confidence of its certificate holders on them by reporting net profit after
tax of Rs. 10,007 million.

Keeping the trend of continuous declaration of dividend, increase in profitability for its certificate holders the
Modaraba is on its way to growth. The management of Modaraba is confident to grow further in future.

Despite of low profit rates, competition with other market players such as conventional commercial banks, Islamic
banks, leasing companies and cther finandal institutions operating in Pakistan, the management of Modaraba put its
best efforts to achieve the satisfactory performance during the year. Therefore during the period under review, the
main focus was on recovery from non-performing portfolio and increased profitability from major source of revenue.
All possible measures were exerdsed for recovery including, negotiations, repossession, law suits and execution of
collaterals, etc., which resulted in significant successes during the reporting period. Amount of Rs, 13.225 million was
recovered against non-performing assets and funds were subsequently invested in ijarah and musharikah segments to
get better profitability which resulted in significant increase in income from ijarah (increase of 21.88%) and
musharikah segments (75.92%).

During the financial year 2016-17 investments were withdrawn from low income generating segments and invested in
higher profit generating segments i.e. investment in Ijarah was Rs. 31.337 million and musharikah was 116.28 million.

Anocther major achievement made by the management during the period was recovery from un verifiable receivable
balances. Amount of Rs. 1.307 million were recovered under this head and negotiations for further recoveries are also

in progress,

The management of Modaraba is paying core attention toward enhancement of certificate capital of Modaraba and in
this regards further Rs. 5 million were also received and reported under the head of short term borrowing in the

financial statements,
Below mentioned table reflects the breakup of the revenue generated from Operations during the period ended June
30, 2017.
June 2017 June 2016
INCOME Amount (Rs.) Amount (Rs.)
Income from [jarah 15,499,595 12,717,171
| Profit on Murabahah Investment - 2,254,333
Profit on Musharakah Investment 6,343,460 3,605,796
Income from Investment Property 7,495,440 7,495,490
Profit on Deposits 1,424,104 1,542,139
Income from Short Term Investments 472,644 6,287,255
Total 31,235443 | 33,902,134
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The table given below shows the details of expenses recorded by the Modaraba during the year:

June 2017 June 2016
SR Amount (Rs.) | Amount (Rs.)
Operating Expenses 23,970,954 | 21,485,757
Depreciation on Assets Subject to Tjarah 11,754,536 ‘ 10,828,700
Other Operating Expenses 465,139 ? 667,905
Total 36,190,629 | 32,982,362

As at reporting date, the reserves of the Modaraba stood at Rs.49.798 million as compare to Rs. 46.686 million in the
preceding period.

Attendance of Board Meetings:
During the year under review, Six (06) meetings of Board of Directors were held, which were attended by the
directors as under:

No. of
Sr. # Name of Director l::;%:g:f :;:l:g: i : ::
1 Dr. Hasan Sohaib Murad & (7] -
2 | Mr. Shaheen Rashid 6 6 -
3 | Mr. Arslan Khan Khakwani 6 3 3
4 | Mr. Naveed Amin 6 6 -

Operating Data for six years:
The operating data of the Modaraba for six (6) years is annexed to this report.

Pattern of Certificates Holding:
The detailed pattern of certificates holding as at June 30, 2017 as required under the code is annexed to this report.

There has been no trading in the shares of the Modaraba by any of its directors, CEQ, CFD, Company Secretary or
their spouses and minor children.

Economic Review

In recent release of an International Monetary Fund (IMF) report on Pakistan's economy, the IMF is praising the
government for strengthening macroeconomic resilience. The report notes that the country's outlook for economic
growth is favorable with real GDP estimated at 5.3% in FY 2016-17 and strengthening to 8% over the medium-term.

Pakistan's economic growth rate surpassed an estimated projection of 5.2% for FY 2016- 17; as it has been recorded
@ 5.28%, as per recent economic survey released by the government of Pakistan. The growth rate for 2016-17 is
estimated to be over 5%, the first time after 2006-07.

Growth in the industrial sector, i.e. 5%, has been respectable, though it declined from 5.8% in 2015-16. The large
scale manufacturing sector grew at 4.9% within the industrial sector. The services sector has recorded an increase in
growth as it finished at 5.98% in 2016-2017 compared to last year's figures which enabled it to stand at 5.70%. The
country’s service exports recorded 1.76% growth year-on-year to $5.55 billion in 2016-17.

The country's total liquid forex reserves (comprising SBP and banks) stood at § 21.37 billion as on June 30, 2017
compared to % 23.08 billion on June 30, 2016, depicting a decrease of § 1.71 billion in FY17. Albeit, the country's
forex reserves hit a peak of $24.461 billion in October 2016 as proceeds from § 1 billion Sukuk were received,
however, this level could not be sustained due to increasing cumrent account gap and lower external inflows.

Overseas Pakistani workers remitted $ 19,303.58 million in FY17 (July to June), compared with $ 19,916.76 million
received during the same period in the preceding year.
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Pakistan also registered a growth in Foreign Direct Investment (FDI) for this year, as 12.75%. Currently, Pakistan's
FDI stands at § 1.733 billion, whereas last year it was stood at § 1.537 billion, Major FOI inflows during the period
under review were received from China, $ 744.4 million,

[mvestment to GDP ratio has reached at 15.78% in FY 2017. Fixed investment has increased to Rs. 4,517 billion as
compared to Rs. 4,061 billion last year, National savings were 13.1% of GDP in FY2017 against 14.3% last year.
Domestic savings are recorded at 7.5% of GDP in the outgoing fiscal year as compared to 8.2% of GDP last year.

[nfiation rate remained 4.09%, while the volume of Pakistan's economy surpassed $300 billion.

Govermment borrowing from commercial banks exceeded to Rs. 1.0 trillion mark during the last fiscal year ended in
June, mainly due to high public spending. The government borrowed Rs.1.087 trillion from banks for budgetary
support in FY17, up 37.38% from a year earlier.

During the fiscal year 2016-17, the World Bank disbursed $958 million, Including a policy loan of $302 million. In
respect of debt servicing, the revised estimates show that more than 70% of the net revenue receipts are consumed
by debt servicing only. However, for 2017-18, a reduction of more than Rs. 218 million in debt servicing expenditure
is estimated.

The country’s fiscal defict is touched to 5% of GDP against the desired target of 4.3% for the last fiscal year ended
June 30, 2017. The country’s current account deficit hit 4% of GDP for the last fiscal year, surpassing the annual
targets of the government and the IMF, as the deficit amounted to $12.098 billion 2016/17 up almost two times over
the last year.

Due to historically low interest rates, the private-sector borrowing jumped by 126% in 2016-17. The private sector
borrowed Rs. 633 billion in 2016-17 against Rs. 280 billion in the preceding fiscal year.

Bank credit to agriculture sector rose 17.8% during the last fiscal year of 2016-17. Banks extended Rs. 704.5 billion
worth of agriculture loans in FY17, compared with Rs.598.3 billion in the preceding year.

The World Bank forecasts that Pakistan is expected to pick up to a 5.5% in the next fiscal year. The overall growth in
the South Asian region is forecast to pick up to 7.1% in 2018. The recent acceleration in activity in some of the
largest emerging markets is a welcome development for growth in their regions and for the global economy. Now is
the time for emerging market and developing economies to assess their vulnerabilities and strengthen policy buffers
against adverse shocks,

Stock Market Review

Good times continued to roll for the Pakistan Stock Exchange (PSX) well into FY 2017. On May 25, 2017, the
benchmark KSE-100 Index hit an intra-day all-time high at 53124 points, i.e., above 10.0% from 48240 points
reflected on January 02, 2017.

For a country with an annual GDP growth rate of 4.7%, it looks impressive that its stock market continues to
outperform those of its neighbors, India and China (both economies expanding at more than 6.0% per annum).

However, due to post FY 2017 political uncertainty, espedally after Panama decision announced by the Supreme
Court on July 28, 2017, a declining trend has been observed and KSE 100 Index reduced from 46,565.29 points on
June 30, 2017 to 42,683.57 points on September 14, 2017; though it was enhanced by 23.24% on a year- to- year
basis, as it was recorded at 37,783.54 points as on June 30, 2016. Market Capitalization has also increased to Rs.
9,522, 35 billion as of June 30, 2017 from Rs, 7,588.47 billion recorded in the same period last year.

Future Outlook:
In terms of profitability FY 2017-18 would be more challenging period for Modaraba sector. Lower profit rates being
offered by glant finandal institution in the market will give the touah time to Modaraba industry.

Keeping in view the current market scenario the management of FIBLM is taking concrete steps to make more
effective future business and marketing strategies to increase profitability as well as more effective system of internal
controls.
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Preference will also be given to recovery of un verifiable receivable balances for which the management is putting its
best efforts which include negotiation with the debtors.

Major focus of the management s on enhancement of certificate capital of Modaraba for which Rs. 15 million had
already been received and reported under the head of "Short term borrowings” in the financial statements.

Due to recent political unrest, two national and one international proposed investor had withheld their investments.
The management is in discussion process to convince them for investment. Further proposals are also being
presented to various other national and international stakeholders/ investors and it is probable that reasonable
progress will be reported in future,

Auditors:
The present auditors M/s, Horwath Hussain Chaudhury, Chartered Accountants, being due for retirement, have
offered themselves for re-appointment for the year ending June 30, 2018, Their appointment has been confirmed by
the Board, subject to approval by the Registrar, Modaraba Companies and Modarabas,

Acknowledgement:

The Board remain thankful to Securities % Exchange Commission of Pakistan, Registrar Modaraba, State Bank of
Pakistan, and NBFI & Modaraba Association of Pakistan for providing us thelr usual support and guidance. The Board
appraciate and pay gratitude to the certificate holders and customers for entrusting thelir confidence on us and we
assure them to maintenance of adequate internal controls, providing personalized services and also to maintain an
ideal erwironment of good corporate governance in all areas of the activities,

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

For & On behalf of the Board

Nl

Dr. Hasan Sohaib Murad
Chairman

September 29, 2017
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]
SIX YEAR'S FINANCIAL SUMMARY
BALANCE SHEET
(=5 s Millon )
BALANCE SHEET _

ear Ended June 30. [ 2011 2012 2013 2014 )| 2015 | 2016
CURRENT ASSETS
Cash and bank balances 1.96 0.05 352 30.35 24.58 20,70
ljarah rental receivables 4.14 1.92 0.32 0.49 0.53 0.99
Advances, prepayments & other receivables 5327 40.10 36.94 33.54 13.64 12,34
Short term Investments 14,22 217 22.01 .77 11.87 36.18
Mushankah receivables 123.13 7349 1937 19% 16.50 14.41
Current portion of murabaha receivables . . 23.00 6.65 22.21 18.34

Total Current Assets 196.74 118.73 105.16 B2.76 §9.32 102.96
NON-CURRENT ASSETS
Long term murabaha receivables 23.00 23.00 . 21,84 . .
Long term advances and deposits 338 341 3.21 271 .71 .71
Irvestment Property 97.08 92.08 87.08 B82.08
Fised assets under ijarah arrangements 15.E6 9.46 11.68 2249 31.89 35.54
Fisiiad ASLAIS URder oamn Lse 478 1.15 2.44 1.74 1.4 .78
Intangible assets - 0.75 042 0.09 0.17 0.08
Irvestment in subsidery 57.06 57.31 . - - .
Total Non-Current Assets 102.07 95.07 114.83 110.95 123,02 12130

Total Assets l_iﬂ-ii 213.80 219.98 223.71 212.44 224.26

CURRENT LIABILITIES

Creditars, acoreed & other liabilities 10,18 14.99 12.08 4.29 .61 5.0
Short term barrowing . . . . - 10,00
Musharikah profit payable 1.43 143 1.43 1.43 1.43 1.43
Musharilah finance 29.14 14.64 12.14 11.20 B.20 4.20
Current portion of non current labiities 0.22 649 7.87 5.02 441 5.08
Provision for taxation 319 3.19 319 = -
Short term finance 9.50 . - - -
Unclaimed profit distribution 7.99 7.69 7.65 9.82 B.41 G.48
Total current Liabilities 58 46 48 44 .36 34.54 26.06 35.38
NON CURRENT LIABILITIES
Long term secutity deposits 937 2.70 1.94 6.57 10.25 10.05
Deffered murabaha income - - - 241 - -
9.37 2.70 1.9% B.58 10.25 10,05
EQUITY
Issued, subscribed & paid up capital 201.88 201.88 201.88 201.88 201.88 201.88
RSP rvieg k.47 39.99 43,60 49,06 %7.81 a46.69
Revenue Reserve and Uinappropriated profit (10.07) {79.23) (71.79) [71.14) [73.58) (69.73)
Total Equity 230.98 162.64 173.68 179.79 176.12 178.84

Total Equity & Liabilities 298.81 213.80 219.98 223.71 212.44 224.26
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]
SIX YEAR'S FINANCIAL SUMMARY
INCOME STATEMENT
[R5 i Mo )
[ear Ended June 30. [ 2011 | 2012 | 2013 | 2014 J 2015 | 2016 ]
INCOME
Income from [jarah 6.73 2.90 332 5.54 10,12 12,72
Prafit on murabaha investments 3.85 4.03 4.02 4.19 31.66 .25
profit on musharikah investiments 1584 0.94 .00 0.56 1.65 361
income from nvestment property - - 4.37 7.50 7.50 7.50
Praifit an deposits 0.29 0.62 0.54 Led .38 1.54
Income from short term investrments 0.19 0.08 004 0.17 31.96 6.20
+6.90 B.77 12.36 18.61 27.26_ 33.90
OTHER INCOME
Reversal of provision against non performing - = 14.54 11.02 4.34 9.85
musharikah receivables
Reversal of musharikah profit held in suspense account - . 1.99 0.00 2.64 0.00
balances written back - = 0.66 5.32 0.83 0.00
Other income 2.68 0.20 0.58 1.11 0.69 0.16
2.68 0.20 | 17.495 Ei 101,01
Taotal Income 49.58 8.97 30.13 36.06 35.77 43.91
EXPENSES
Operating Expenses 14.82 13.90 14.23 19.36 13.49 21.49
Depreciation on assets under [jarah 5.19 5.7% 3.97 5.16 B85 10.83
Prowision against non performing musharikah receivables 14.31 26.02 - - - -
Mushacikah profit held n suspense account 11.79 1.76 - - - -
Finance cost 13.28 1.65 - - - “
Other operating expenses 0.38 1.41 1.61 1.25 1.52 0.67
Total Expenses 59.77 50.51 19.81 25.77 29.8B5 32.98
Prafit) (Inss) hefore Management Fes {10.19) {41.54) 10.32 10.79 597 10,93
Management Fas - - 1.03 1.03 0.59 1.09
Net Profit (10.19) {41.54) 9.29 9.26 5.33 9.84
Appropriations
Fina! dividend - - 676 .68 4.04 7.09
Statutory reserves = . 1.86 1.85 1.07 1.97
14




STATEMENT OF COMPLIANCE WITH THE
CODE OF CORPORATE GOVERNANCE
FOR THE PERIOD ENDED JUNE 30, 2017

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

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

1. The company encourages representation of independent non-executive directors and directors representing
minority interests on its board of directors. At present the board indudes:

Category Names
Independent Director Mr. Naveed Amin
Executive Director Dr. Hasan Sohaib Murad

Mr. Shaheen Rashid

Non-Executive Directors Mr. Arslan Khan Khakwani

The independent director meets the criteria of independence under clause 5.19.1(b) of the CCG.

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

3. All the resident directors of the company are registered as taxpayers and none of them has defaulted in
payment of any loan to a banking company, a DFI or an NBFI or, being a member of a stock exchange, has
been declared as a defaulter by that stock exchange.

4, No casual vacancy was occurring on the board during the period from July 01, 2016 to June 30, 2017,

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

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

7. All the powers of the board have been duly exercised and dedsions on material transactions, including
appointment and determination of remuneration and terms and conditions of employment of the CEQ, ather
executive and non-executive directors, have been taken by the board/ shareholders.

8. The meetings of the board were presided over by the Chairman and, In his absence, by a director eledted by
the board for this purpose and the board met at least once in every quarter. Written notices of the board
meetings, along with agenda and working papers, were circulated at least seven days before the meetings.
The minutes of the meetings were appropriately recorded and drculated.

9, The board arranged has not arranged training programs for its directors during the year

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

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

12, The financial statements of the company were duly endorsed by CEO and CFO before approval of the board.
15




13. The dircctors, CEO and executives do not held any interest in the shares of the company other than that
disclosed in the pattern of shareholding.

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

15. The board has formed an Audit Committee, It comprises three (3) members, of whom two (2) are non-
executive directors and one (1) is an independent director, The chairman of the committee is a non-executive
independent diractor,

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

17. The board has formed an HR and Remuneration Committee, It comprises three (3) members, of whom two
(2) are non-executive directors and one (1) is an independent director. The chairman of the committee is also
a non-executive director.

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

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

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

21. The ‘dosed period”, prior to the announcement of interim/ final results, and business decisions, which may
materially affect the market price of company'’s sacurities, was determined and intimated to directors,
employees and stock exchange(s).

22. Material/ price sensitive information has been disseminated among all market particpants at once through
stock exchange(s).

23. CEO and the Chairman of IBL Modaraba Management (Private) Limited, Management Company of First IBL
Modaraba, is the same person and Chairman is an Executive Director. The board is taking all possible efforts
to comply with the reguirements of the Code

24, The company has complied with the requirements relating to maintenance of register of persons having
acoess to inside information by designoted senior management officer in a timely manner and maintained
proper record including basis for inclusion or exdusion of names of persons from the said list.

25. We confirm that all other material principles enshrined in the CCG have been complied with, except referred
above in 5r. # 23 towards which reasonable progress is being made.

Thanking you.
Yours truly,

Dr. Hasan Sohaib Murad
Chairman

September 29, 2017
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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 enclosed Statement of Compliance with the best practices contained in the Code of Corporate
Governance (the Code) prepared by the Board of Directors of IBL Modaraba Management (Private) Limited (the
Management Company) in respect of First 1BL Modaraba (the Modaraba) for the year ended June 30, 2017 to comply
with requirements of the Listing Regulation No. 5.19 stipulated in the Rule Book of the Pakistan Stock Exchange
where the Modaraba is listed.

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

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

The Code requires the Modaraba to place before the Audit Committee, and upon recommendation of the Audit
Committee, place before the Board of Directors for their review and approval its relsted party transactions
distinguishing between transactions carried out on terms equivalent to those that prevail in arm's length transactions
and transactions which are not executed at arm's length price and recording proper justification for using such
alternate pricing mechanism. We are only required and have ensured compliance of this requirement to the extent of
the approval of the related party transactions by the Board of Directors upon recommendation of the Audit
Committee, We have not carried out any procedures to determine whether the related party transactions were
undertaken at arm's length price or not.

Based on our review nothing has come to our attention which causes us to believe that the Statement of Compliance
does not appropriately reflect the Modaraba's compliance, in all material respects, with the best practices contained in
the Code as applicable to the Modaraba for the year ended June 30, 2017,

Further, we highlight below instance of non-compliance with the requirements of the Code as reflected in paragraph
reference where this is stated in the Statement of Compliance:

Serial Paragraph
no, f Description
i 23 CEOQ and Chairman of the Modaraba is the same person and
the Chairman is an executive director.
LAHORE HORWATH HUSSAIN CHAUDHURY & CO.
Dated: September 29, 2017 Chartered Accountants

{(Engagement Partner: Muhammad Masir Muneer)
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AUDITORS’ REPORT TO THE CERTIFICATE HOLDERS

We have audited the annexed balance sheet of First IBL Meodaraba (“the Modaraba™ as at
Jure 30, 2017 and the related profit and loss account, statement of comprehensive income, cash flow statement and
statement of changes in equity together with the notes forming part thereof (hereinafter referred to as the financial
statements), for the year then ended and we state that we have 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 (1BL Modaraba Management (Private) Limited) responsibility who
is also responsible to establish and maintain a system of internal control, and prepare and present the above said
statements In conformity with the approved accounting standards as applicable in Pakistan and the requirements of the
Meodaraba Companies and Modaraba (Floatation and Control) COrdinance, 1980 (XX of 1980) and the Modaraba Companies
and Modaraba Rules, 1981. Our responsibility s to express an opinion on these statements based on our audit,

We conducted our audit in accordance with the auditing standards as applicable in Pakistan. These standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of any
material misstatement. An audit includes examining on a test basis; evidence supporting the amounts and disclosures in the
financial statements, An audit also includes assessing the accounting policies and significant estimates made by the
Modaraba Company, as well as, evaluating the overall presentation of the financial statements. We believe that our audit
provides a reasonable basis for our opinion and, after due verification, we report that:

a) We were unable to verify receivable balances aggregating to Rs. 7.163 million (2016: Rs. 8.470 million} includad in
“Advances, prepayments and other receivables” and any movement therein owing to non-availability of related
records [ information / direct confirmation.

b) in our opinion, proper books of accounts have been kept by the Modaraba Company in respect of the Modaraba as
required by the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980 (XXX1 of 1980} and
the Modaraba Companies and Modaraba Rules, 1981,

c) in our opinion;

(i) the balance sheet and profit and loss account together with the notes thereon have been drawn up in
conformity with the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980 (30X of
1980} and the Modaraba Companies and Modaraba Rules, 1981, and are in agreement with the books of
accounts and are further in accordance with the accounting policies consistently applied;

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

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

d) in our opinion and to the best of our information and according to the explanations given to us, except for the
possible effects of the matter described in preceding paragraph "a”, the balance sheat, profit and loss account,
statement of comprehensive income, cash flow statement and statement of changes In equity togather with the
notes forming part thereof conform with approved accounting standards as applicable in Pakistan, and, give the
information required by the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980 (30XXT of
1980) and the Modaraba Companies and Modaraba Rules, 1981, in the manner so required and respectively give a
true and fair view of the state of the Modaraba's affairs as at June 30, 2017 and of the profit, comprehensive
income, its cash flows and changes in equity for the year then ended; and

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

LAHORE HORWATH HUSSAIN CHAUDHURY & CO.
Datec: September 26, 2017 Chartered Accountants

(Engagement Partner: Muhammad Nasir Muneer)
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SHARI'AH ADVISOR'S REPORT
FOR THE YEAR ENDED JUNE 30, 2017

I have conducted the GShariah review of First IBL Modaraba managed by
IBL Modaraba Management (Private) Limited for the Financial Year ended June 30, 2017 in
accordance with the requirements of the Shari'ah Compliance and Shari'ah Audit Mechanism for
Modarabas and report that except the observations as reported hereunder, in my opinion:

i During the financial vear high level of interest in strengthening Shari'ah compliance in letter
and spirit was being showed by FIBLM and more efficient systems have introduced,
procedures and policies which are in line with the Shariah principles;

ii. The agreements enter in to by the Modaraba during the reporting period, are Shari'ah
compliant and fulfill the guidelines as spedified by the religious board.

iii. During the financial year 2016-17 following were the major developments that took place:

a) No investment was made in non-Shari’ah compliant investments.
b) In Ijarah and Musharikah transactions, physical inspection was also
conducted.

iv. The major portfolio of FIBLM is in Ijarah and Musharikah segments.

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

wi. During the period, no earning were realized from the source or by means, prohibited by
Shari‘ah.
v, There is no receipt of charity during the financial year accordingly no amount was credited
into charity account.
Conclusion

In this context of detailed Shari'ah review carried by the undersigned for the Year ended June 30, 2016,
transactions during the period executed by FIBLM were found satisfactory as required by Shari'ah Audit
Mechanism.

W3 "E'F.!"'-'
C_/ ul.l?“:-“'“;‘ﬂ hﬂ\-"'f":'“
P F'-RQ'T lﬂ'—

Dr. Mufti Salman Ahmad Khan
Shari'ah Advisor

First IBL Modaraba

Dated: September 20, 2017
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AS AT JUNE 30, 2017
2017 2016

ASSETS Motz Rupees Rupees
Current Assets
Bank balances 6 13,917 457 20,702 418
ljarah rentals receivable 7 376,363 988,822
Advances, prepayments and other receivables 8 10,358,870 12,338,171
Short term invastments 9 7,639,595 36,183,629
Current partion of long term Musharaka receivables 10 42,386,272 -
Murabaha recelvable S 18,340,882
Non-Current Assets 74,678,558 88,553,922
Long term Musharaka recelvables 10 29,025,244 14,410,895
Long term advances and deposits 11 2,709,260 2,700,260
Investment property 12 77,083,650 Bz,083,713
Fixed assets under ijarah arrangements 13 42,287,085 35,643 826
Fixed assets under own use 14 2,566,646 780,032
Intangible asset 15 = 83 338

153,671,925 135,711,064
Total Assets 228,350,483 224,264,986
LIABILITIES
Current Liabilities
Creditors, accrued and other liabilities 16 1,489,834 5,195,330
Short term borrowing 17 15,000,000 10,000,000
Musharaka profit payable 1,430,192 1,430,192
Musharaka finances 700,000 4,200,000
Current partion of long term security depaosits 18 7,728,580 5,078,443
Unpresented profit warrants 9,372,983 5,481 834

35,721,569 35,385,799

Mon=Current Liabilities
Long term security deposits 18 9,764,180 10,047,035
Total Liabilities 45,485,749 45,432 834
NET ASSETS 182 864,734 176,832 152
REPRESENTED BY:
Certificate capital 19 201,875,000 201,875,000
Reserves 20 49,798,523 46,686,272
Accumulated loss (68,808,789) (69,729,120)
Contingencies and commitments 21 - =

182,864,734 l?E,BEE,lEE
The annexed notes form an integral part of these financial statements.
CHIEF EXECUTIVE DIRECTOR DIRECTOR
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PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2017
2017 2016
Not R R
INCOME FROM OPERATION < i pEs
Income from ijarah 22 15,499 595 12,717,171
Profit on murabaha investment - 2,254,333
Profit on musharaka investments 6,343,460 3,605,796
Income from investment property 7,495,440 7,495,440
Profit on modaraba certificate, term deposit
receipts and bank deposits 1,424,104 1,542,139
Income from short tarm investments 23 472,844 6,287,255
31,235,443 33,502,134
OTHER INCOME
Reversal of provision against non-performing
musharaka receivables - net 10.2 10,246,548 9,854,514
Reversal of musharaka profit held in suspense account 2,979,037 -
Balances written back 540,022 -
Other income 24 2,398,870 158,748
16,164,477 10,013,262
TOTAL INCOME 47,399,920 43,915,396
EXPENSES
Operating expenses 25 (23,570,654) (21,385,757)
Depreciation on assets under ijarah {11,754,536) (10,828,700}
Other operating expenses 26 (465,139) (667,905)
(36,190,629) (32,582,362)
Profit before Tax 11,209,291 10,533,034
Taxation (B9,647) -
Profit before Modaraba Company's Management Fee 11,119,644 10,933,034
Modaraba Company's management fee 27 {1,111,964) (1,093,303}
Met Profit for the Year 10,007,680 9,839,731
Earnings per Modaraba Certificate - Basic and Diluted 28 0.50 0.49
The annexed notes form an integral part of these financial statements.
CHIEF EXECUTIVE DIRECTOR DIRECTER
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STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2017

2017 2016
Rupees Rupees
Net Profit for the Year 10,007,680 9,839,731
Other comprehensive income
Items that may be reclassified subsequently to profit and loss
Unrealized gain in value of available for sale investments 1,110,715 3,126,981
Gain on disposal of short term investments - (6,221,698)
Items that will not be reclassified subsequently to profit and loss . -
Other comprehensive income / (loss) for the year 1,110,715 (3,004,717)
Total Comprehensive Income for the Year 11,118,395 6,745,014

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

ML | Grg>

CHIEF EXECUTIVE DIRECTOR DIRECTOR
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CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2017

2017 2016

Note Rupees Rupees
CASH FLOWS FROM OPERATING ACTIVITIES
Cash (Used in) / Generated from operations 29 (7,219,409) 37,300,065
Income taxes paid {118,674) (157,296)
Net Cash (Used in) / Generated from Operating Activities (7,638,083) 37,142,769
CASH FLOW FROM INVESTING ACTIVITIES
Purchase of fixed assets under jjarah arrangements (31,337,100} (1e,131,330)
Purchase of flxed assets under own use (246,550) (11,000)
Capital work in progress (2,233,000) -
Proceeds from disposal of fixed assets under own use 309,103 -
Proceeds from disposal of assets on terminating fjarahs 13,503,638 1,548,572
Proceeds from dispasal [ (purchase) of short term investments 30,000,000 (25,000,000}
Proceeds from encashment of short term investments - 3,935,320
Dividend income received 127,591 65,557
Profit on term deposit receipts and bank deposits 1,424,104 1,542,139
Net Cash Generated from / (Used in) Investing Activities 11,547,786 (34,050,742)
CASH FLOW FROM FINANCING ACTIVITIES
Musharaka finances {3,500,000) (4,000,000}
Dividends paid (7,104,664) (2,966,461)
MNet Cash Used in Financing Activities {10,694,664) (6,966,461)
Net Decrease in Cash and Cash Equivalents (6,784,961) (3,874,434)
Cash and cash equivalents at the beginning of the year 20,702,418 24,576,852

Cash and Cash Equivalents at the End of the Year 13,917,457 20,702 418

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

Howt - oy

CHIEF EXECUTIVE DIRECTOR DIRECTOR
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2017

Unrealized gain on
Particulars “&“ﬁ“ﬂf' vt | avatabiaforsate | e | Totat Equity
Investments
I-tupuni

Balance as at June 30, 2015 201,875,000 39,000,402 8,722,641 (73.563,405) 176,124,638
Comprehensiva income for the year
Net profit for the year E - - 9,839,731 9,838,731
Other comprehensive loss for the year - = (3,004,717} = (3,094,717)
Total comprehensive income for the year - E {3,004,717) 9,839,731 fi,745,014
Transferred to statutory reserve . 1,357,946 . [1,967,946)
Transactions with ownars
Profit distributed for the year ended

Juna 30, 2015 - = - (4,037,500) (#,037,500)
Balance as at June 30, 2016 201,875,000 41,058,348 5,627,924 (69,729,120) 178,832,152
Comprehensive income for the year
Mat profit for the year - . . 10,007 680 10,007,680
Other comgrehensive income for the year : : 1,110,715 2 1,110,715
Total comprehensive income for the year - - L11D.715 10,007,680 11,118,395
Transferred to statutory resanve - 2,001,536 - (2,001,536) -
Transactions with owners
Profit distributed for the year ended

June 30, 2016 : 2 : (7.085,813) (7,085,813)
Balance as at June 30, 2017 am BEEIH 42 gﬁgﬂﬂ 5,?@,&39 [w

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

St il (o>

CHIEF EXECUTIVE DIRECTOR DIRECTOR
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
Hooui FOR THE YEAR ENDED JUNE 30, 2017

Legal Status and Nature of Business

First 18L Modaraba (“the Modaraba™) is a multi purpose, perpetual and multi dimensional Modaraba formed under the
Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980 and rules framed thereunder, having its
registered office at Suite # 105, 1st Floor, Fortune Center, 45-A, Block-6, PECHS, Shahrah-e-Faisal, Karachi. The Modaraba is
managed by IBL Madaraba Management (Private) Limited (Modaraba Management Company) incorporated in Pakistan under
the Companies Ordinance, 1984 and registered with the Registrar of Modaraba Companies.

The Modaraba s listed on Pakistan stock exchange. It commenced its operations on October 19, 1989 and is currently
engaged in various Islamic modes of financing and operations including Ijarah, Musharaka and Murabaha arrangements.

MNote 2
Basis of Preparation

2.1 Statement of compliance

These financial statements have been prepared in accordance with the approved accounting standards as applicable
in Pakistan and the requirements of the Modaraba Companies and Modaraba (Floatation and Control) Ordinance,
1580, the Modaraba Companies and Modaraba Rules, 1981; prudential regulations and directives issued by the
Securities and Exchange Commission of Pakistan (the Modzraba Regulations). Approved accounting standards
comprise such Internabional Financial Reporting Standards ("IFRSs™) and the Islamic Financial Accounting Standards
(IFASs) as are notified under the provisions of the Companies Ordinance, 1984 and made applicable to Modarabas
under the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980. Wherever, the
requirements of the Modaraba Regulations differ from the requirements of these standards, the requirements of the
Modaraba Regulations take precedence.

2.2 Accounting convention

These financial statements have been prepared under the historical cost convention except for the measurement of
certain financial instruments at fair value in accordance with the requirements of [AS-39 (Financial Instruments:
Recoqnition and Measurement) and at the overall contract price in accordance with TFAS-1 {Murabaha).

2.3 Functional and presentation currency

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

Note 3

Use of Estimates and Judgments

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

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

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

Fixed assets

The Modaraba reviews the useful lives of fived assets, both under own use and (jarah arrangements, on reqular basis. Any
change in the estimate in future years might affect the camying amounts of the respective items of fixed assets with a
comesponding effect on the depreciation charge and impairment, if any.
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Short term investments

The Modaraba has recorded its short term investments by using guotations from active market. This valuation Is subjective
to market price fluctuation and therefore, cannot be determined with predision,

Ijarah rentals, musharaka and murabaha investments

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

Mote 4
Changes in Accounting Standards, Interpretations and Pronouncements

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

The following key amendments to standards are relevant that became effective during the year. These amendments
are not likely to have any impact on the Modaraba's finandal statement.

Effective Date

(Period beginning on or after)
IFRS 7 - Financial Instruments: Disclosures [Amendments] January 01, 2016
[AS 1 - Presentation of Financial Statements [Amendments] January 01, 2016
I&5 16 - Property, Plant and Equipment [Amendments] January 01, 2016
[AS 19 - Employee Benefits [Amendments]) Jamuary 01, 2016
[AS 38 - Intangible Assets [Amendments] January 01, 2016

4.2 Standards, interpretations and amendments to approved accounting standards which becama
effective during the year but are not relevant
There were certain amendments to the approved accounting standards which became effective during the year but
are considered not to be relevant or have any significant effect on the Modaraba's operations and are, therefore,
not disclosed in these financial statements.

4,3 Standards, interpretations and amendments to approved accounting standards that are relevant but
not yet effective

i) IAS 7 "Cash flow statements: Disclosure initiative’ (effective for periods beginning on or after January 1, 2017).
This amendment requires disclosure to explain changes in liabilities for which cash flows have been, or will be
classified as financing activities in the statement of cash flows. The amendment only covers balance sheet items for
which cash flows are classified as financing activities. In case other items are included within the recondliation, the
changes in liabilities arising from financing activities will be identified separately. A reconciliation of the opening o
closing balance is not specifically required but instead the information can be provided in other ways, In the first
year of adoption, comparative information need not be provided,

ii) IAS 40 ‘Investment Property: Transfer of investment property’ (effective for periods beginning on or after January
1, 2018). The amendments clarify when an entity should transfer property, including property under construction or
development into, or out of investment property. The amendments state that a change in use occurs when the
property meets, or ceases to meet, the definition of investmant property and there is evidence of the change in use.
A mere change in management's intentions for the use of a property does not provide evidence of a change in use,

i) IFRS 15, ‘Revenue from contracts with customers’ (effective for periods beginning on or after January 1, 2018).
This standard is yet to be notified by the SECP. This standard deals with revenue recognition and establishes
principles for reporting useful information to users of financial statements about the nature, amount, timing and
uncertainty of revenue and cash flows arising from an enbity’s contracts with customers. Revenue is recognized
when a customer obtains control of a good or service and thus has the ability to direct the use and oblain the
benefits from the good or service. The standard replaces 1AS 18 "Revenue’ and IAS 11 *Construction contracts’ and
related interpretations.
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4.4

MNote 5

5.1

5.2

5.3

5.4

54.1

5.4.2

Summary of Significant Accounting Policies

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

Standards, interpretations and amendments to approved accounting standards that are neither
relevant and nor yet effective

'Revision [ improvements [ amendments to IFRS and interpretations
/ ! Effective Date
{Period beginning on or after)
-Amendments to [AS 12 ‘Income Taxes' (Unrealised losses on debt

instruments) January 1, 2017
-Amendments to IFRS 2 - 'Share-based Payment’ January 1, 2018
-IFRS 12 'Disclosure of Interests in Other Entities’ Yanuary 1, 2017
-Amendments to [AS 28 ‘'[nvestment in Associates and Joint Ventures' January 1, 2018

Cash and cash equivalents

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

Receivables
Receivables are due on normal trade terms. These are carried at original invoice amount less provision for doubtful
debis, if any. Balances considered bad and irrecoverable are written off when identified.

Murabaha investment

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

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

Financial assets

Financial assets are classified into financial assets at fair value through profit or loss; loans and receivable; held-to-
maturity investments and f or available-fur-sale financial assets, When financial assets ane recognized initially, they
are measured at fair value plus, in the case of investments not at fair value through profit or loss, directhy
attributable trancaction cost. The Modaraba determines the classification of its financial assets after initial
recognition and, where allowed and appropriate, re-evaluates this designation at each financial year-end.

Financlal assets at falr value through profit or loss

Financial assets classified as held for trading are included in the category 'Financial assets at fair value through
profit or loss', Financial assets are classified as held for trading if they are acquired for the purpose of selling in the
near term. Gains or losses on investments held for trading are recognised in the profit and loss account.

Held-to-maturity

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

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

Loans and receivables are not derivative financial assets with fixed or determinable payments that are not quoted in
an active market. Such assets are carried at amortized cost using the effective markup rate method. Gains and
losses are recognized in the profit and loss account when loans and receivables are derecognized or impaired, as
well as, through the amortization process.

5.4.4 Available-for-sale

Available-for-sale financial assets are those non derivative finandal assets that are designated as available-for-sale
or are not classified in any of the three preceding categories. After initial recognition available-for-sale financial
assets are measured at fair value with gains and losses being recognized as a separate component of equity until
the investments are derecognized or determined to be impaired at which time the cumulative gain or loss previoushy
reported in equity is included in the profit and loss account.

Fair value of investments that are actively traded In organized financial markets s determined by reference to
guoted market bid price at the close of business on the balance sheet date. For investments where there is no
active market, value is determined using valuation techniques.

5.5 Financial liabilities

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

5.6 Recognition and derecognition of financial instruments

All financial assets and liabilities are recognized at the time when the Modaraba becomes a party to the contractual
provisions of the instrument and are derecognized in the case of asset, when the contractual rights under the
instrument are derecognized, expired or surmendered and in case of liability, when the obligation is discharged,
cancelled or expired.

Any gain / (loss) on the recognition and derecognition of financial assets and liabilities is included in the profit /
(loss) for the period in which it arises,

Assets and liabilities that are not of contractual nature and that are created as a result of statutory requiremeants
are not financial instruments of the Modaraba.

5.7 Offsetting of financial assats and financial liabilities

Financial assets and liabilities are offset and the net amount is reported in the balance sheet when there is a legally
enforceable right to set-off the recognized amounts and the Modaraba intends to either settle on a net basis, or to
recognize the asset and settle the liability simultanegusty.

5.8 Musharaka investment

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

5.9 Fixed assets
Assets given to customers under ijarah arrangements

Assets given to customers under ijarah arrangements are accounted for as operating lease and are stated at cost
less accumulated depreciation and impairment loss, if any. Assets under ijarah arrangements are depreciated using
the straight line basis over the shorter of ijarah term or asset’s useful life. In respect of additions and transfer
during the year, depreclation Is charged proportionately over the period of ifarah,
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Assets in own use - Tangible

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

Depreciation is charged to income using the straight line method at the rates as specified in note 14 to these
financial statements so as to write off the cost of assets over their estimated useful lives without taking into account
any residual value. Depreciation on additions to the @angible fixed assets is charged from the month in which an
asset is available for use while no depreciation is charged for the month in which the asset is disposed off.

Assets in own use - Intangible

Expenditure incurred on intangible asset is capitalized and stated at cost less accumulated amortization and any
identifiad impalrment loss. Intanglble assets are amortized on straight line basis over a period of three years,

5.10 Investment property

Froperty not held for own use or for sale in the ordinary course of business is classified as investment property. The
Modaraba values its investment property, which Is held to earn rentals and / or for capital appreciation purposes,
using the cost model i.e. at cost less any accumulated depreciation and any identified impairment loss.

Deprediation on investment property is charged to income on straight=line method over its estimated wseful life at
the rates specified in note 12 to the financial statements. Depreciation on additions to investment property is
charged from the month in which a property Is available for use while no depreciation Is charged for the manth in
which the property is disposed off,

5.11 Creditors and other liabilities
Creditors and other liabilities are measured at cost which is the fair value of the consideration to be paid in future

for goods and services received whether billed to the Modaraba or not.
5.12 Provisions

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

The amount recognized as a provision is the best estimate of the consideration required to settle the present
obligation at the balance sheet date, taking into account the risks and uncertainties surrounding the obligation.
Future operating losses are not provided for,

5.13 Revenue recognition
Tjarah rentals are recognized as income on accrual basis, as and when the rental becomes due over the lease
period.

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

Return on deposits with bank is recognized on accrual basis.

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

Dividend income g recognized when the right to recelve dividends s established.

Income from fee and commission s recognized as and when it becomes due.
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5.14 Taxation

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

5.15 Proposed profit distribution to certificate holder

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

5.16 Related party transactions

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

5.17 Impairment

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

5.18 Segment reporting

Operating segments are reported in 2@ manner consistent with the internal reporting provided to the Chief Operating
Decision Maker (the Chief Executive Officer of the Modaraba). Segment results, assets and liabilities include items
directly attributable to a segment. Segment capital expenditure is the total cost incurred during the year to acquire
fixed assets and intangible assets.

Mote 6
Cash and Bank Balances
2017 2016
Rupees Rupees
Profit bearing bank account 11,166,494 498,895
Won profit bearing bank accounts 2,750,963 20,203,523
13,917,457 20,702,418
Mote 7
Ijarah Rentals Receivable
Considered good 376,363 088,822
Considered doubtful 7.2 8,855,077 9,525 449
9,231,440 10,514,271
Provision against doubtful ijarah rentals (8,855,077) (9,525,449)
376,363 088,822
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7.2  Movement in provision against doubtful ifarah rentals is as follows:

7.1  These represent rentals receivable against assets given under [iarah arrangements.

2017 2016
MNote Rupees Rupees
Opening balance 9,525,445 8,771,008
Addition during the year 787,175 1,211,524
Reversed during the year (406,829} (457 ,083)
23.1 380,346 754,441
Ijarah balances written off {1,050,718) .
Olosing balance 8,855,077 9,525,449
Mote 8
Advances, Prepayments and Other Receivables
Advance income tax 1,037,257 918,583
Advance to employees {Unsecured - considered good) 648,066 802,175
Prepayments 596,404 560,554
Accrued profit on musharaka receivable: ek e
- Profit receivable 11,437 648 13,663,968
- Less: Profit held in suspense account 10.2 {10,523,063) {13,502,100)
014,585 161,668
Accrued profit on murabaha receivable 1,295,548
Accrued profit on modaraba certificate and bank deposits x 118,751
Other receivables 7,162 558 B,480,652
10,358,870 12,338,171
Mote 9
Short Term Investments
Investments in listed equity securities are classified as:
- Available for sale 9.1 6,738,681 5,627,966
- At fair value through profit or loss 9.2 800,915 555,663
Investment in modaraba certificate - Held to Maturity 9.3 30,000,000

7,639,596 36,183,629
9.1 Available for sale

2017 2016
No. of shares/ certificates

Name of entity

Holdings are  in
shares of Rupess 10 each.

ordinary

13,162 10,497 The Searle Company Limited 6,738,681 5,627,967
9.2 At fair value through profit or loss
Holdings are in ordinary shares
certificates of Rupees 10 each.
200 174 1BL Health Care 24,400 56,028
200 200 Attock Refinery Limited 76,516 27,635
100,000 100,000 First Punjab Modaraba 800,000 472,000
L ) I 555353
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9.3 This represents investment in monthly modaraba certificate with Habib Bank Limited that carry profit @ of 3.78% to
5.59% (2016: 4.0 to 5.5%) per annum, on profit and loss sharing basis.
Note 10
Long Term Musharaka Receivables

2017 2016
Note Rupees Rupees
Considered good 71,411,516 14,410,895
Considered doubtful 6,093,971 16,340,519
10.1 77,505,487 30,751,414
Provision against classified portfolio 10.2 (6,093,971)  (16,340,519)
Less: Current portion (42,386,272} -

29,025,244 14,410,895

10.1 This represents Musharaka finance provided to customers for business activities for a maximum period of five years.
The provisional rate of profit on these finances ranges from 10.5% to 18.48% (2016: 10% to 23.84%) per annum
and secured by way of hypothecation of goods, book debts and equitable mortgage of property. These charges
have not been reglistered

10.2 This represents provision made against overdue principal amount of musharaka finance on bme based criteria in
terms of the requirement of the prudential regulations applicable to the Modaraba. Accrued profit of Rs. 10,523,063
(2016: Rs. 13,502,100} is held in suspense account (Refer to note 8). Movement in provision against classified

portiolio is as follows:
Opening balance 16,340,519 26,195,033
Recognized during the year - 145,486
Reversed during the year 10.2.1 {10,246 548 (10,000,000}
10,246,548 9,854,514
Closing balance —03397) 16340319
10.2.1 This represents reversal of provision against outstanding principal after cash recovery from different parties.
Note 11
Long Term Advances and Deposits
Advances 1,500,000 1,500,000
Deposits 1,209,260 1,209,260
2,709,260 2,709,260
MNote 12
Investment Property
Cost
Opening balance 12.1 100,000,465 100,000,465
Additions during the year - -
Closing balance 100,000,465 100,000,465
Accumulated Depreciation
Opening balance (17,816,752) (12,916,729)
Charged during the year 122835 (5,000,023) (5,000,023}
Closing balance {22,916,775) {17,916,752)

77,083 690 82,083,713

12,1 This represents fifth floor of the Library Building situated at C-II, Johar Town, Lahore, This floor measures 13,370
square feet.

12.2 The Modaraba depreciates investment property on straight line basis @ 5% per annum.

12.3 The fair value of investment property as at June 30, 2017 was Rs. 102.769 million (2016: Rs. 117.654 million), as
per the latest valuation report by an independent valuer,
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date are as follows:

Mot later than one year
Later than one year but not later than five years

Note 13
Fixed Assets under Ijarah Arrangaments
Description Mochine,  Vehicles Equlm and  Total
Computers
Rupees Rupess Rupeeas Rupees
Year Ended June 30, 2017
Cost
Balance as at July 01, 2016 16,155,813 43,747,533 603,825 60,507,171
Additons 12,721,600 18,615,500 - 31,337,100
Disposals (5,901,560) (17,852,000) - (23,753,560)
Balance as at June 30, 2017 22,975,853 44,511,033 603,825 68,000,711
Accumulated depreciation
Balance as at July 01, 2016 8,016,771 16,312,130 534,444 24,863,345
Charge for the year 4,266,338 7488198 = 11,754,536
Disposais (4,711,084) (6,103,171) 5 (10,814,255)
Balance as at June 30, 2017 7,572,025 17,657,157 534,41 25,803,626
Total as at June 30, 2017 15,403,828 26,813,876 69,381 42,287,085
Year Ended June 30, 2016
Cost
Balance as at July 01, 2015 14,205,813 34,370,003 803,825 49,179,641
Additions 3,594,000 12,537,330 E 16,131,330
Disposals (1,644,000} (3,159,800) - (4,803,800)
Balance as at June 30, 2016 16,155,813 43,747,533 603,825 60,507,171
Accumulated depreciation
Balance as at July 01, 2015 5,628,953 11,128,425 534,444 17,291,822
Charge for the year 3,707,418 7,121,282 . 10,828,700
Disposals (1,319,600) (1,937,577} = (3,257.177)
Balance as at June 30, 2016 8,016,771 16,312,130 534,444 24,863,345
Total as at June 30, 2016 A 1435, 69,381 35,643,826
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13.1 General description of significant ijarah arrangements (IFAS-2)

This represents Tjarah arrangements made by the Modaraba at profit rates ranging from 10.00% to 17.00% (2016: 12.50%
to 25.00%) per annum. These arrangements are secured against assets under ijarah, personal [ corporate guarantees,
demand promissory notes executed by Musta'jir and other collaterals,

13.2 Aggregate amount of future ijarah rentals receivable on the basis of ijarah amangements executed upto the balance sheet

2017 2016
Rupees Rupees
28,861,240 22,002,234
11}5?39:135 11‘4 Eﬂiﬁju
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Note 14
Fixed Assets under Own Use 2017 20186
Mote Rupees Rupees
Operating fixed assets 14.1 333,646 780,032
Capital work In progress - Advance for purchase of vehice 2,233,000 -
2,566,646 780,032
14.1 Operating fixed assets
Description Machinery ‘m';': . Vehicles Eqm mmﬂ;“d Total
Rupees Rupees Rupees Rupees Rupees Rupees
Cost
Balance as at July 01, 2016 1,987,400 4,639,505 1,904,210 1,344,867 2,517,438 12,393,510
Additions - 123,700 - 55,150 67,700 246,550
Disposals - - {1,545,510) - . (1,545,510)
Balance as at June 30, 2017 1,987,400 4,763,295 358,700 1,400,017 2,585,138 11,084,550
Accumulated depreciation
Balance as at July 01, 2016 1,953,110  4,615557 1,324,624 1,214,469 2,505,718 11,613,478
Charge for the year 19,176 26,853 323,980 64,196 24,905 461,110
Disposals - - (1,313,684) - - (1,313,684)
Balance as al June 30, 2017 1,972,286 4,644,410 334,920 1,278,665 2,530,623 10,760,504
Total as at June 30, 2017 15,114 11B,885 23,780 121,352 54,515 333,646
Year Ended June 30, 2016
Cost
Balance as at July 01, 2015 1,987,400 4,639,595 1,904,210 1,344,867 2,506,438 12,382,510
Additions - - - 11,000 11,000
Dispossls - - - - . -
Balance as at June 30, 2016 1,987,400 4,639,505 1,904,210 1,344,867 2,517,438 12,393,510
Accumulated depreciation
Balance as at July 01, 2015 1,933,934 4,605,261 974,884 1,117,762 2,474,082 11,105,923
Charge for the year 19,176 10,296 349,740 96,707 31,636 507,555
Disposals - - . . . -
Balance as at June 30, 2016 1,953,110 4,615,557 1,324,624 1,214,469 2,505,718 11,613,478
Total as at June 30, 2016 —_ 33,290 24,038 579,586 ___ 130,398 11,720 780,032
Depraciation ratas 20% 20% 20% 20% 33.33%,
14.2 These contain fully depreciated assets of Rs. 10,244,640 (2016: Rs. 9,870,860) that are still in use by the Modaraba.
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Mote 15
Intangible Asset 2017 2016
Note Rupees Rupees
Carrying value of intangible - computer software 15.1 - 83,338
15.1 MNet Carrying Value
Net carrying value - opening balance 83,338 166,667
Additions during the year - B
83,338 166,667
Amaortization during the year (83,338) (83,329)
- 83,338
15,2 Gross Carrying Value
Cost 1,250,000 1,250,000
Accumulated amortization (1,250,000} (1,166,662)
Net book value - 83,338

15.23 The Modaraba amortizes its intangible asset on straight line basis over the period of three years and charges the
amaortization for the year to operating expenses (Note 26).
Note 16
Creditors, Accrued and Other Liabilities

Accrued expenses 307,362 432,364

Contribution to provident fund payable - 2,583,304

Payable to the Modaraba Management Company 711,964 1,093,303

Other liabllities 470,508 1,086,359
=1469.834 2195330

Mote 17

Short Term Borrowing

This represents short term borrowing received from director and is repayable on demand, This borrowing is unsecured and
mark-up free and accounted for in accordance with the requirements of TR - 32 of the Institute of Chartered Accountants of
Pakistan.

Note 18
Long Term Security Deposits

Security deposit - ljarah 17.492.740 15,125 478
Less: Current portion __(2728560) _ (5078,443)

MNote 19
Certificate Capital
2017 2016
Number of certificates

Authorized:

—50.000000 ___50.000,000 Modaraba Certificates of Rs. 10 each 500,000,000 500,000,000
Issued, subscribed and paid-up:

18,500,000 18,500,000 Modaraba Certificates of Rs. 10 each 185,000,000 185,000,000
issued as fully paid in cash
1,687,500 1,687,500 Modaraba Certificates of Rs. 10 each 16,875,000 16,875,000
issued as fully paid bonus certificate
eSS 2200 20,187,200 —nk822.000, 20LS8723.000
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19.1 There was no movement in certificate capital during the year.
19.2 (ertificates of the Modaraba held by associates | related parties are as under;

2017 2016
Note Rupees Rupees
2,030,905 2,030,905 1BL Modaraba Management (Private] Limited 20,309,050 20,309,050
3,070,000 3,070,000 University of Management and Technology 30,700,000 30,700,000
1,515,820 1,515 820 Director 15,158,200 15,158,200
5816725 6616735 —56,167.230 66,167,250
MNote 20
Reserves
Statutory reserve 20.1 43,059,884 41,058,348
Unrealised gain on revaluation of available for sale investments 6,738,639 5,627,024

—tl28200 0880072,

20.1 Statutory reserve represents profits set aside in compliance with the requirements of prudential regulations for

Modarabas issued by the SECP. These regulations require the Modaraba to transfer at least 20% after tax profit, If

any, up to a maximum of 50%, in the statutory reserves until the reserve equals 100% of the pald up capital.

Thereafter, a sum not less than 5% of the after tax profit is to be transferred into the statutory reserve each year.

During the year, an amount of Rs. 2,001,536 (2016: Rs. 1,957,946) has been transferred from profit for the year to
statutory reserve with the approval of the Board of Directors of the Management Company.

Mote 21
Contingencies and Commitments

There were no material contingencies and commitments outstanding as at the balance sheat date (2016: Nil},

Mote 22

Income from Ijarah

Income from ijarah rental 15,879,941 13,471,612
Tjarah income suspended - net 728221 (380,346) (754,441}

1 595 12,717,171
22.1 This represents ijarah income suspended in accordance with the prudential regulations applicable to the Modaraba.

Mote 23

Income from Short Term Investments

Dividend income 127,591 65,557

Unrealised gain on re-measurement of investments

at fair value through profit or loss 345,253 -

Gain on disposal of short term investments avallable for sale - 6,221,698
—l2Bd 6287255

MNote 24

Other Income

Documentation charges 190,073 63,273

Gain on termination of fjarah arrangements 564,333 1,949

(ain on disposal of fixed assets under own use 77,179 -

Miscellaneous 1,567,185 93,526
—— S L e S A
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Mote 25
Operating Expenses
2017 2016
Note Rupees Rupess
Salaries, allowances and other benefits 25.1 10,200,648 8,932,821
Communication expenses 265,921 246,937
Travelling and comveyance 25.2 1,217,765 1,247,972
Postage and stamps 98,870 117,281
Advertisement 56,240 68,850
Legal and professional charges 3,787,547 2,208,514
Rent, rates and taxes 860,338 821,044
Fees and subscription 752,130 1,098,378
Repairs and maintenance 209,413 230,785
Litilities 259,097 273,230
Insurance 198,428 155,177
Stationery, printing and other expenses 287,378 241,899
Depreciation / amortization:
= Investment property 12 5,000,023 5,000,023
- Dwned - tangible 14 461,110 507,555
- Intangible assets 15 83,338 83,329
Entertainment 118,665 125,587
Bank charges 7,706 3,877
Office supplies 106,337 122,998
23,970,954 57
25.1 Remuneration of Officers
Salaries and other benefits include remuneration of officers:
Remunaraticn 6,709, 574 5,921 598
Employer's contribution to provident fund 361,300 339,639
090874 6,261,237
Number of persons 4 4
25.2 Officers are also provided with free use of vehicles fully maintained by the Modaraba,
Mote 26
Other Operating Expenses
Auditors' remuneration 26.1 447,525 448,175
Fines and penalties - 35,000
Default surcharge on withholding tax 17,614 %
Balances written off - 157,703
Unrealised loss on re-measurement of investments
at fair value through profit or loss - 27,027
ﬂﬁilﬂﬂ ﬁﬁ?lﬂg
26.1 Auditors' remuneration
Audit fee 275,000 275,000
Review of half vearly financial statements and other certifications 157,525 144,975
Qut of pocket expenses 15,000 28,200
%w
Note 27
Modaraba Company's Management Fee
In accordance with Section 18 of the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980,
management fee @ 10% of annual profits is paid to the Modaraba Management Company.
iy




Mote 28
Earnings per Modaraba Certificate - Basic and Diluted

The calculation of the basic esamings per modaraba certificate is based on the following data:

Profit for the year (Rupees)

Weighted average number of modaraba certificates outstanding (Numbers)
Earnings per certificate - basic (Rupees)

2017 2016
10,007,680 9,839,731
20,187,500 20,187,500

0.50 0.49

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

weighted average number of Modaraba certificates.

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

MNote 29
Cash Generated from Operations

Net profit for the Year

Adjustrent for:
- Depreciation on fixed assets under own use
- Depreciation on investment property
- Depreciation on fixed assets under ijarah arrangements
- Amortization on intangible asset
- Balances written back
- Gain on disposal of fixed assets under own use
- Balances written off
- Reversal of provision against non-performing musharaka receivables - net
- Reversal of musharaka profit held in suspense account
= Revaluation koss [ (gain) on investment at fair value through profit or loss
- Gain on disposal of short term investments available for sale
- Gain on termination of ijarah arrangements
- Profit an term deposit receipts and bank deposits
= Dividend income

Operating profit before working capital changes

Decrease [ (Increase) in operating assets:
- Advances, prepayments and ather receivahles
- ljarah rentals receivable
- Musharaka receivables
- Long term murabaha receivable
Increase / (Decrease) in operating Habdlites:
- Long term security deposits
- Short term borrowing
- Creditors, accrued and other liabilities

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

]

10,007,680 9,839,731
461,110 507,555
5,000,023 5,000,023
11,754,536 10,828,700
83,338 83,329
(540,022) -
(77,279) -
. 157,703
(10,246,548)|  (9,854,514)
(2,979,037) -
(345,253) 27,027
- (5,368,498)
(564,333) (1,049)
(1,424,109 (1,542,139
(127,591) {65,557}
994,840 (1,228,320}
11,002,520 8,611,411
5,077,012 1,297,318
612,459 (463,807)
(46,754,073)] 11,943,244
18,340,882 1,611,906
2,367,262 2,714,690
5,000,000 10,000,000
(3,165,471) 1,585,303

18,521,929 28,688,654

=(0,512,900) 37,300,065,




Note 30
Maturity of Assets and Liabilities

Assots

Bank balances
ljarah rentals receivable

Advances, prepayments and other recenvables

Short Tefm Investments
Musharaka recenables

Lorg term advances and deposits
Investment property

Fized assets
Total Assets - June 30, 2017

Liahilities

Creditors, accrued and other Habilities
Short term loan

Musharaka profit payable

Musharaka finances

Unpresented profit warrants
Secunty deposits
Total Liabilities - June 30, 2017

Net Assets - June 30, 2017

Total Assets - June 30, 2016
Total Liabilities - June 30, 2016
Met Assets - June 30, 2016

Represented by:
Certificate capital

Reserves
Accumuiated loss

Note 31
Segment Analysis

31.1 Geographical segments

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

31.2 Business segments

Up to ane R i One year to | Five years
tF to three months to five and at Total
months One jear :

Rupees Rupeses Rispees Rupess Rupees Rupees
13,917 457 - - - 13,517,457
376,363 - - 376,363
914,585 - 9,494, 284 - - 10,358,870
900,915 - 6,738,681 - - 7,639,596
133,182 42,253,090 | 29,025,243 71,411,515
- - - 2,709,260 - 2,709,260
416,669 833,338 3,750,021 | 20,000,112 | 52,083,550 | 77,083,690
3,805,361 37,629 17,336,947 2,532,514 21,141,280 44,853,731
20,464,533 870,967 79,523,023 54,267,129 73,224,830 228,350,482
470,508 711,964 307,362 1,488,834
- - 15,000,000 = - 15,000,000
1,430,152 + + - - 1,430,192
700,000 . . - - F00,000
6,372,083 - - - 9,372,983
6,071,365 418,595 338,600 9,764,180 17,492,740
18,945,048 1,130,559 15,645,962 9,764,180 - 45,485,749
1,519,985 (259,592) 63,877,061 44,502,099 73,224,630 182,864,733
BO,765,775 13,191,869 17,400,407 55,823,051 57,083,582 224,064,066
14,005,898 2,343,303 19,036,598 10,047,005 45,432,834

sai;'i'égﬂ 10,848,666 ___(1,636,101) _ 45776,218 E?E.E'ﬂz 178,832,152

Murabaha receivable and profit on murabaha receivable

Chemicals

2017 2016
Rupees Rupees
201,875,000 201,875,000
40,798,523 46,686,272
(68,808,789)  (69.729,120)
182,864,734 178,832,152
2017 2016
Rupees %o Rupees %
- - 19,636,430 100.0
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Musharaka receivable and profit on musharaka receivable

Media advertising
Construction
Education
Individual

Ijarah receivable

Medical and pharmaceuticals
Media advertising
Individuals

Others

Textile

Investment in ijarah under (IFAS-2)

Individuals

Textiles

Medical and pharmaceuticals
Media advertising

Leasing

Hotel

Engineering

Others

Mote 32

Balances and Transactions with Related Parties
32.1 In accordance with Section 18 of the Modaraba Companles and Modaraba (Floatation and Control) Ordinance, 1980,

37,736,695 52.8 12,394,453 85.1
27,811,734 39.0 i :
- - 2,178,310 14.9
5,863,086 8.2 - .
71,411,515 100.0 14,572,763 100.0
67,483 17.9 231,680 23.0
4,200 1.1 . .
138,750 36.9 361,172 37.0
165,930 44.1 . 2
- : 395,970 40.0
I 100.0 GAR.B22 1000
21,118,131 49.9 21,677,112 60.8
= = 5,207,200 146
1,484,196 35 2,349,346 6.6
13,827,979 32.7 4,437,193 12.4
283,906 0.7 283,906 0.8
120,000 0.3 120,000 0.3
60,000 0.1 60,000 0.2
5,392,873 12.8 1,509,060 4.2
42,287,085 100 35,643,826 100

management fee @ 10% of annual profits is paid to the Modaraba Management Company.,

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

under common management.

32.3 Details of transactions with related parties and balances outstanding with them as at the balance sheet date are as

follows:
Transactions during the year 2017 2016
Rupees R

Related party Relationship  Nature of Transaction lipaes
[BL Modaraba Management Management fee paid during the year 1,493,303 592,036
Management (Private) Company
Limited
University of Holds 15.2%of  Rent of Library Building received 7,495,440 7,495,440
Management and the paid up
Technology certificates of

Modaraba
Director Director Short term borrowing obtained 5,000,000 10,000,000
Dutstanding Balance at the year end
Short term borrowing 15,000,000 10,000,000
Payahle to the Modaraba Management Company 711,964 1,093,303

Transactions with related parties, except for the management fee payable to the Management Company, are carried at an
arm'’s length in the normal course of business,
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Mote 33
Capital Risk Management

While managing capital, the objectives of the Modaraba are to ensure that it continues to meet the going concern
assumption, cnhances certificate holders' wealth and mects stakcholders' expectations. The Modaraba ensures Its
sustainable growth viz. maintaining optimal capital structure and keeping its profits payable low thus maintaining smooth
capital management.
In line with others in the industry, the Modaraba monitors capital on the basis of the gearing ratio. This ratio is calculated as
net debt divided by total capital. Net debt is calculated as total borrowings (including current and non current) less cash and
cash equivalents. Total capital is calculated by adding equity, as shown in the balance sheet, into net debt. As on the
balance sheet date, the Modaraba is geared 14% (2016: -30%).
Mote 34
Financial Risk Management
34.1 The Modaraba has exposure to the following risks from its use of financial instruments:
Credit risk
Liquidity risk
Market risk
The Board of Directors of Modaraba Management Company (“the Board™) has overall responsibility for the
establishment and oversight of the Modaraba's risk management framework. The Board is responsible for
developing and monitoring the Modaraba's risk management policies,
The Modaraba's risk management palicies are established to identify and analyze the risks faced by the Modaraba,
to set appropriate risk limits and controls and to monitor risks and adherence to limits. Risk management policies
and systems are reviewed regularly to reflect changes in market conditions and the Modaraba's activities. The
Modaraba, through its training and management standards and procedures, aims to develop a disciplined and
constructive control environment in which all employees understand their roles and obligations,

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

34.2 Credit Risk:
34.2.1 Credit risk and concentration of credit risk

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

34.2.2 Credit risk related to receivables

The Modaraba has adopted a policy of only dealing with creditworthy counterparties and obtaining sufficient
collateral, where appropriate, as a means of mitigating the risk of financial loss from defaults. The Modaraba only
transacts with those counter parties that are rated the equivalent of investment grade and above. The Modaraba
has Internally developed rating criteria to rate its customers which k& supplemented by ratings supplied by
independent rating agencies, where avallable. The Modaraba also uses other publicly available financial information
and s own trading records to rate its customers. The Modaraba's exposure and the credit ratings of its
counterparties are continuously monitored and the aggregate value of transactions concluded is spread amongst
approved counterparties. Credit exposure is controlled by counterparty limits that are internally reviewed and
approved by the risk management commities annually.

The management monitors and limits the 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 to significant concentration of credit
risk as its financial assets are adeguately diversified in organizations of sound financial standing covering various
industrial sectors and segments,
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34.2.3 Credit risk related to financial instruments and cash deposis

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

34.2.4 Exposure to credit risk

Carrying amounts of financial assaets represent the maximum credit exposure. The maximum exposure to credit risk
at the reporting date was:

Financial assets 2017 2016
Mote Rupees Rupees

Bank balances 6 13,917 457 20,702,418
Tjarah rentals receivable 7 376,363 0B8, 822
Advances and other receivables 8 8,077,143 10,056,859
Short term investments 9 7,639,595 36,183,629
Musharaka recelvables 10 71,411,516 14,410,895
Murabaha receivable - 18,340,882
Long term advances and deposits i1 2,709,260 2,709,260

104,131,335 103,392,765

Geographically all credit exposure is concentrated in Pakistan.

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

Chemicals - 19,636,430
Textiles . 395,970
Education - 2,178,310
Medical and pharmaceuticals 67,483 231,680
Media advertising 37,740,895 12,394,453
Individuals 6,001,836 361,172
Construction 27,811,734 .
Others 165,930

71,767,878 35,108,015

The maximum exposura to credit risk for the following financial assets at the reporting cate by mode of financing

was as under;
ljarah rentals receivable 376,363 988,822
Accrued profit on murabaha and musharaka 914,585 1,457 416
Musharaka receivables 71,411,516 14,410,895
Murabaha receivable - 18,340,882
jir:ﬁ!riEi 4'1 i 1
Impairment losses
The aging of financial assets at the reporting date was:
GIross Impairment Gross Impairment
2017 2017 2016 2016
Rupees Rupees Rupees Rupees
Mot past due . - 15,561,584 .
Past due 0-90 days 221,880 215,973 19,910,269 273,838
Past due 90-180 days 202,449 202,449 234,480 234,480
Past due over 180 days 26,171,890 25,053,689 38,859,748 38,859,748
Zﬁiﬁgﬁ!ﬂﬂ 25,472,111 74,566,081 39,368,066
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34.3 Liquidity risk

Liquidity risk is the risk that the Modaraba will not be able to meet its financial obligations as they fall due. Prudent
liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of funding to
an adequate amount of committed credit facilities and the abllity to close out market positions due to dynamic
nature of the business, The Modaraba's approach to managing liquidity is to ensure, as far as possible, that it will
always have sufficient liquidity to meet its (iabilities when due, under both normal and stressed conditions, without
incurring unacceptable losses or risking damage to the Modaraba's reputation.

The maturity profile of the Modaraba's financial liabilities based on contractual amounts s disclosed in Note 30 t©
the financial statements,

34.3.1 Market risk

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

34.3.2 Exposure to currency risk
The Modaraba has no exposure to foreign currency risk as at balance sheet date.
34.3.3 Other market price risk

Other price risk represents the risk that the fair value or future cash flows of a finandal instrument will fluctuate
because of changes in market prices (other than those arising from interest rate risk or currency risk), whether
those changes are caused by factors specific to the individual financial instrument or its issuer, or factors affecting
all similar financial instrument traded in the markat. The Modaraba is exposed to equity price risk in respect of short
term investments available for sale and at fair value through profit or loss.

34.3.4 Sensitivity analysis - equity price risk

A change of 1% In value of investments would have Increased or decreased equity by Rs. 76,396 (2016: Rs.
361,836).

34.3.5 Fair value of financial assets and liabilities

The carrying values of financial assets and financial liabilities approximate to their fair values,

Mote 35
Provident Fund Related Disclosuras

The Modaraba operales a recognized providenl fund for its permanent employees wherein egual monthly contribulions are made by Lhe

Modaraba and employees into the fund at the rate of 10% of the basic salary. Obligation for contributions to defined contribution plan is
recognized as an expense in the profit and loss account, The following is information of fund as on June 30, 2017

2017
Fund Balance 2,740,317

35.1 The Modaraba has maintained provident fund account in MCB Bank Limited which has balance of Rs. 2,740,317,

MNote 36
Mumber of Employees
2017 2016
Numbers MNumbers
Employees as at June 30, 15 14
Average employzes during the year 15 14
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MNote 37
Date of Authorization for Issue

These financial statements were authorized for issue on  September 29, 2017 by the Board of Directors of 1BL Modaraba
Management (Private) Limited (the Management Comparnyy).

Note 38
Profit Distribution

Subsequent to the year ended June 30, 2017, the Board of Directors of the Management Company in their meeting held on

September 29, 2017 declared a final profit distribution of Rs. 0.357 (2016 Rs. 0.351) per Modaraba certificate which in
total amounts to Rs. 7,206,938 (2016: Rs. 7,085,613).

Mote 39
Ganeral

Comesponding figures have been rearranged, wherever necessary during the year. No material rearrangements have been
made in these financial statements,

HswL | "

CHIEF EXECUTIVE DIRECTOR DIRECTOR




AS AT JUNE 30, 2017

DETAIL OF CATEGORIES OF CERTIFICATES HOLDERS

ories of Shareholder Total % a
Directors; Chief Executive Officer, Their Spouses and Minor Childern
Directors
Mr. Hasan Sohaib Murad 1,515,820 7.51
1,515,820 7.51
Executives 15,000 0.07
Associated Companies, Undertakings & Related Parties
University of Management & Technology 3,070,000 15.21
IBL Modaraba Management (Private) Limited 2,030,905 10.06
5,100,905 25.27
NIT & ICP (Name Wise Detail)
CDC - Trustes National Investment (Unit) Trust 1,078,774 5.34
Investment Corporation of Pakistan Limited 3,006 0.01
1,081,780 5.36
Banks, NBFCs, DFIs, Takaful, Pension Funds 137,590 0.68
Modarabas 70 0.00
Insurance Companies 517,608 2.56
Other Companies,Corporate Bodies, Trust etc. 6,473,866 32.07
General Public 5,344,861 26.48
20,187,500 100.00
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CATEGORIES OF CERTIFICATES HOLDERS
AS AT JUNE 30, 2017

Categories of Shareholder Number Holding | % age
Modarabas 1 70 0.00%
_Related Parties 2 5,100,905 25.27%
Executives 1 15,000 0.07%
Directors 1 1,515,820 7.51%
Banks 5 137,550 0.68%
Insurance companies 4 517 608 2.56%
NIT & ICP 2 1,081,780 5.36%
Other 14 6,473,866 32.07%
Individuals 1254 5,344,861 26.48%,
Total 1285 20,187,500 100%
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PATTERN OF CERTIFICATE HOLDING

BY CERTIFICATE HOLDERS
AS AT JUNE 30, 2017

MNo. of Shareholders Total Shares held
From To
432 1 100 16,077
308 101 500 BG6,278
197 01 1,000 142,430
238 1,001 5,000 520,691
48 5,001 10,000 349,185
17 10,001 15,000 215,471
7 15,001 20,000 136,500
4 20,001 25,000 88,000
4 25,001 30,000 115,000
3 30,001 35,000 97,812
2 35,001 40,000 71,500
1 45,001 50,000 50,000
2 50,001 55,000 104,087
1 55,001 60,000 54,500
i 60,001 65,000 65,000
1 80,001 85,000 82,000
1 90,001 95,000 92,700
2 130,001 135,000 265,441
1 150,001 155,000 154,500
1 155,001 160,000 156,500
2 165,001 170,000 336,500
1 235,001 240,000 235,068
1 280,001 285,000 280,507
1 310,001 315,000 313,500
1 470,001 475,000 473,000
1 505,001 510,000 509,990
1 1,045,001 1,050,000 1,050,000
1 1,075,001 1,080,000 1,078,774
1 1,515,001 1,520,000 1,515,820
1 1,995,001 4,000,000 £, 000,000
1 2,030,001 2,035,000 2,030,905
1 3,065,001 3,070,000 3,070,000
1 4,425,001 4,430,000 4,425,764
1,285 20,187,500
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