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Vision & Mission Statements

VISION STATEMENT
Awwal Modaraba Management Limited (AMML) will play a role in the economic
progress and development of Pakistan by providing a range of advisory services
and financial support, through Shariah compliant modes; to viable projects
in high growth, capital starved sectors of the economy.

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

For the six months period ended 31 December 2018

On behalf of the Board of Directors of Awwal Modaraba Management Limited, the management
company of Awwal Modaraba, we are pleased to present the Directors Report together with unaudited
financial results of Awwal Modaraba, for the half year ended 31 December 2018.
Economic Outlook
FY2019 has been a challenging year for Pakistans economy amid an increasing current account deficit,
declining foreign exchange reserves, depreciating rupee and resultant tight monetary policy by the
State Bank of Pakistan (SBP). Borrowing costs have seen an upward rise as SBP Policy Rate increased
in the calendar year 2018 to 10.25% in the latest monetary policy after remaining range bound in the
previous three years. PKR USD parity also fell considerably to the prevailing rate of PKR 138-139. These
have significantly increased the production cost and hence working capital needs of business enterprises
and eroded end consumers buying power.
However, we expect the situation to improve as economic indicators stabilize and government policies
to stimulate business activity start generating visible impact enabling companies to realistically plan
their operations and investments.
Financial Performance
During the period under review, Modaraba followed a cautious approach towards underwriting new
business. During the first half of FY2019, the Modaraba posted profit before tax for the period being
PKR 43 million compared to the corresponding period of PKR 78 million. Overall revenues have been
recorded at PKR 70.54 million compared to PKR 101.91 million in corresponding period last year. Total
expenses for the period were contained at PKR 26.53 million in comparison with the corresponding
period of PKR 22 million. The portfolio size remained nearly stable at PKR 797.35 million in absence
of leverage and strong recovery performance.
Governance
The Board of Awwal Modaraba Management Limited, Management Company of Awwal Modaraba,
comprises of six members including the Chief Executive Officer and one female Director. The details
of Board Committees, including Audit Committee and Human Resource & Remuneration Committee
and composition of board have been provided in the Corporate Information section.
Acknowledgement
The Board would like to acknowledge and appreciate Securities & Exchange Commission of Pakistan
and Registrar Modaraba for their continuous guidance and support. Also, we would like to avail this
opportunity to thank our customers and investors for placing their trust in the Modaraba.

On behalf of the Board

Karim Hatim
Chief Executive Officer

Abdul Jaleel Shaikh
Director

Date: 7 February 2019
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Condensed Interim Statement of Financial Position
As at 31 December 2018

Chief Financial Officer

Chief Executive Officer

7

Condensed Interim Profit and Loss Account and
Other Comprehensive Income (Unaudited)
For the six months and quarter period ended 31 December 2018

(Unaudited)

Chief Financial Officer

Chief Executive Officer
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(Unaudited)

Condensed Interim Cash Flow Statement (Unaudited)
For the six months period ended 31 December 2018

(Unaudited)

Chief Financial Officer

Chief Executive Officer
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Condensed Interim Statement of Changes in Equity (Unaudited)
For the six months period ended 31 December 2018

Chief Financial Officer

Chief Executive Officer
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Notes to the Condensed Interim Financial Statements
For the six months period ended 31 December 2018
1

LEGAL STATUS AND OPERATIONS
Awwal Modaraba (the Modaraba) has been floated under the Modaraba Companies and
Modaraba (Floatation and Control) Ordinance, 1980 and the Rules framed thereunder. The
Modaraba is managed by the Awwal Modaraba Management Limited (Management Company),
a company wholly owned by Pak Brunei Investment Company Limited (Holding Company). After
receiving certificate of minimum subscription, the Modaraba commenced its business operations
with effect from 10 February 2016. The registered office is situated at 6th Floor, Horizon Vista,
Plot Commercial No. 10, Block No. 4, Scheme No. 5, Clifton, Karachi.
Awwal Modaraba is a perpetual, multi purpose and multi dimensional Modaraba and is primarily
engaged in providing Working Capital, Term Finance, Ijarah, Musharika, Morabaha, advisory
services and other Shariah compliant investment / instrument to clients which include distressed
assets with high potential of turnaround, project finance, infrastructure and high growth
companies. The Modaraba is listed on Pakistan Stock Exchange Limited (PSX).

2

BASIS OF PREPARATION

2.1

Statement of Compliance
This condensed interim financial information of the Modaraba for the six months period ended
31 December 2018 has been prepared in accordance with the accounting and reporting standards
as applicable in Pakistan. The accounting and reporting standards applicable in Pakistan comprise of:
-

International Financial Reporting Standards (IFRS Standards) issued by the International
Accounting Standards Board (IASB) as notified under the Companies Act 2017;

-

Provisions of and directions issued under the Companies Act 2017;

-

Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980, Modaraba
Companies and Modaraba Rules, 1981 and Prudential Regulation for Modarabas ;

-

Islamic Financial Accounting Standards (IFAS) issued by the Institute of Chartered Accountants
of Pakistan as notified under the Companies Act 2017.

Where the provisions of and directives issued under the Companies Act 2017, the Modaraba
Companies and Modaraba (Floatation and Control) Ordinance, 1980, Modaraba Companies and
Modaraba Rules, 1981 and Prudential Regulations for Modarabas differ from IFRS Standards
and IFAS, the provision of and directives issued under the Companies Act, 2017 the Modaraba
Companies and Modaraba (Floatation and Control) Ordinance, 1980, Modaraba Companies and
Modaraba Rules, 1981 and Prudential Regulations for Modarabas have been followed.
2.2

Basis of measurement
These condensed interim financial statements have been prepared under the historical cost
convention except as stated otherwise in these condensed interim financial statements.

2.3

Functional and presentation currency
These condensed interim financial statements are presented in Pakistani Rupees which is also
the Modaraba's functional and presentation currency. All amounts have been rounded to the
nearest rupee, unless otherwise indicated.
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2.4

Significant accounting estimates and judgements
In preparing these condensed interim financial statements management has made judgements,
estimates and assumptions that affect the application of the Modaraba's accounting policies
and the reported amounts of assets, liabilities, income and expenses. Actual results may differ
from these estimates. Estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to estimates are recognised prospectively. Information about judgements made in
applying accounting policies that have the most significant effects on the amounts recognized
in the condensed interim financial statements and information about assumptions and estimation
uncertainty that have a significant risk of resulting in a material adjustment to the carrying
amounts of assets and liabilities in the next year are included in the following notes:
i)
ii)

Classification of financial instruments and Provision for impairment (note 3.4.1)
Provision for taxation (note 17)

3

SIGNIFICANT ACCOUNTING POLICIES

3.1

The accounting policies and methods of computation adopted in the preparation of this condensed
interim financial statements are the same as those applied in the preparation of audited annual
separate financial statements of the Modaraba as at and for the year ended 30 June 2018 except
for the adoption of new standards effective as of 1 July 2018 as referred to in note 3.4 to these
condensed interim financial statements.

3.2

New standards, interpretations and amendments adopted by the Company
The Modaraba has initially adopted IFRS 9 Financial Instruments and IFRS 15 Revenue from
Contracts with Customers from 1 July 2018. The impact of the adoption of these standards and
the new accounting policies are disclosed in note 3.4 below. A number of other new standards
are effective from 1 July 2018 but they do not have a material effect on the Modarabas condensed
interim financial statements.

3.3

Standards, interpretations and amendments to published approved accounting standards
that are not yet effective
The following International Financial Reporting Standards (IFRS Standards) as notified under the
Companies Act, 2017 and the amendments and interpretations thereto will be effective for
accounting periods beginning on or after 01 January 2019:
-

IFRIC 23 'Uncertainty over Income Tax Treatments' (effective for annual periods beginning
on or after 1 January 2019) clarifies the accounting for income tax when there is uncertainty
over income tax treatments under IAS 12. The interpretation requires the uncertainty over
tax treatment be reflected in the measurement of current and deferred tax. The application
of interpretation is not likely to have an impact on Modaraba's condensed interim financial
statements.

-

IFRS 16 Leases (effective for annual period beginning on or after 1 January 2019). IFRS 16
replaces existing leasing guidance, including IAS 17 Leases, IFRIC 4 Determining whether
an Arrangement contains a Lease, SIC-15 Operating Leases- Incentives and SIC-27 Evaluating
the Substance of Transactions Involving the Legal Form of a Lease. IFRS 16 introduces a
single, on-balance sheet lease accounting model for lessees. A lessee recognizes a rightof-use asset representing its right to use the underlying asset and a lease liability representing
its obligation to make lease payments. There are recognition exemptions for short-term
leases and leases of low-value items. Lessor accounting remains similar to the current
standard i.e. lessors continue to classify leases as finance or operating leases. The Modaraba
is currently in the process of analyzing the potential impact of its lease arrangements that
will result in recognition of right to use assets and liabilities on adoption of the standard.
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-

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

-

Amendments to IAS 19 Employee Benefits- Plan Amendment, Curtailment or Settlement
(effective for annual periods beginning on or after 1 January 2019). The amendments clarify
that on amendment, curtailment or settlement of a defined benefit plan, a company now
uses updated actuarial assumptions to determine its current service cost and net interest
for the period; and the effect of the asset ceiling is disregarded when calculating the gain
or loss on any settlement of the plan and is dealt with separately in other comprehensive
income. The application of amendments is not likely to have an impact on Modarabas
condensed interim financial statements.

-

Amendment to IFRS 3 Business Combinations  Definition of a Business (effective for
business combinations for which the acquisition date is on or after the beginning of annual
period beginning on or after 1 January 2020). The IASB has issued amendments aiming to
resolve the difficulties that arise when an entity determines whether it has acquired a
business or a group of assets. The amendments clarify that to be considered a business,
an acquired set of activities and assets must include, at a minimum, an input and a
substantive process that together significantly contribute to the ability to create outputs.
The amendments include an election to use a concentration test. The standard is effective
for transactions in the future and therefore would not have an impact on past financial
statements.

-

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

-

Annual Improvements to IFRS Standards 20152017 Cycle - the improvements address
amendments to following approved accounting standards:

-

IFRS 3 Business Combinations and IFRS 11 Joint Arrangement - the amendment aims to
clarify the accounting treatment when a company increases its interest in a joint operation
that meets the definition of a business. A company remeasures its previously held interest
in a joint operation when it obtains control of the business. A company does not remeasure
its previously held interest in a joint operation when it obtains joint control of the business.

-

IAS 12 Income Taxes - the amendment clarifies that all income tax consequences of dividends
(including payments on financial instruments classified as equity) are recognized consistently
with the transaction that generates the distributable profits.

-

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

The above amendments are effective from annual period beginning on or after 1 January 2019
and are not likely to have an impact on Modarabas condensed interim financial statements.
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3.4

Changes in accounting policies
The below explains the impact of the adoption of IFRS 15 'Revenue from Contracts with Customers'
and IFRS 9 Financial Instruments' on the Modarabas condensed interim financial statements
and also discloses the new accounting policies that have been applied from 1 July 2018, where
they are different to those applied in prior periods.

3.4.1 IFRS 9 Financial Instruments
IFRS 9 sets out requirements for recognising and measuring financial assets, financial liabilities
and some contracts to buy or sell non-financial items. This standard replaces IAS 39 'Financial
Instruments: Recognition and Measurement.'
The details of new significant accounting policies and the nature and effect of the changes to
previous accounting policies are set out below:
Classification and measurement of financial assets and financial liabilities
IFRS 9 largely retains the existing requirements in IAS 39 for the classification and measurement
of financial liabilities. However, it eliminates the previous IAS 39 categories for financial assets
of held to maturity, loans and receivables and available for sale.
Under IFRS 9, on initial recognition, the Modaraba classifies its financial assets in the following
measurement category:
- those to be measured at amortised cost.
The classification of financial assets under IFRS 9 is generally based on the business model in
which a financial asset managed and its contractual cash flow characteristics.
A financial asset is measured at amortised cost if it meets both of the following conditions and
is not designated as at fair value through profit or loss:
- it is held within business model whose objective is to hold assets to collect contractual cash
flows; and
- its contractual terms give rise on specified dates to cash flows that are solely payments of
principal and profit on principal amount outstanding.
The classification and measurement under IFRS 9 does not have any impact on Modarabas
accounting policy. There has been no major change resulted in accounting treatment for the
financial instruments that have been accounted for in these condensed interim financial statements
except for the calculation of impairment provision on financial assets where the requirements
of the Prudential Regulations for Modarabas as issued by SECP prevails. Loans and other
receivables and cash and cash equivalents that were classified as loans and receivables under
IAS 39 are now classified at amortised cost. Loans and other receivables and investment against
repurchase agreement are initially measured at transaction price and are subsequently measured
at amortised cost using the effective interest method, net of impairment losses. Any gain or loss
on derecognition is recognised in statement of profit or loss.
3.4.2 IFRS 15 Revenue from Contracts with Customers
IFRS 15 replaced IAS 18 Revenue, IAS 11 Construction Contracts and related interpretations. The
Modaraba has applied the modified retrospective method upon adoption of IFRS 15 as allowed
under the Standard. This method requires the recognition of the cumulative effect (without
practical expedients) of initially applying IFRS 15 to retained earnings. Accordingly, the information
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presented for 2018 has not been restated i.e. it is presented, as previously reported under IAS
18 and related interpretations.
The revenue recogition of the Modaraba is based on the following policies:
-

Advisory fees are recognized as revenue when the related services are performed.
Profit on Sukuk Certificates is recognised using effective profit rate method.
Profit on Musharika arrangements and Investment against repurchase agreement is
recognised under the effective profit rate method based on the amount outstanding.
Profit / return on deposits is recognised on accrual basis using the effective profit rate
method.
Income from Shari'ah non-compliant avenues is not recognised in the profit and loss account
and is classified as charity payable.
Miscellaneous income is recognised on receipt basis.
Capital gain / loss on sale of equity investments is recognised in the profit and loss account
on the date of transaction.

The above is generally consistent with the timing and amounts of revenue the Modaraba
recognised in accordance with the previous standard, IAS 18. Therefore, the adoption of IFRS
15 did not have an impact on the timing and amounts of revenue recognition of the Modaraba.
Apart from providing more extensive disclosures, the application of IFRS 15 has not had a
significant impact on the financial position and / or financial performance of the Modaraba for
the reasons described above. Accordingly there was no adjustment to retained earnings on
application of IFRS 15 at 1 July 2018.
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6.1

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

6.2

On 16 January 2018, the Modaraba has entered into an agreement with a shareholder of a company
(investee company) for the purchase of 2,051,150 shares of the investee company. Concurrently,
the Modaraba has entered into a separate agreement with another shareholder of the investee
company for the selling of underlying shares within a period of eighteen months from the date
of purchase at an agreed price. The underlying shares have been transferred in the name of the
Modaraba. The prospective purchaser has provided two post dated cheques for the amounts of
agreed price.

7.1

The Modaraba has provided Musharika Finance facilities to several customers for various purposes.
The agreed share in the purchase of the assets between the Modaraba and the customers ranges
from 74.4% to 99% (30 June 2018: 74.4% to 99%) and 1% to 25.6% (30 June 2018: 1% to 25.6%)
respectively. The customers have either transferred the titles of the assets in the name of the
Modaraba or the assets are held in trust by Agent, being related party of the Modaraba, appointed
in terms of Inter-Creditor and Security Sharing Arrangement Agreement (the agreement) for and
on behalf of Modaraba to the extent of its interest defined in the said agreement. The combined
forced sales value of the underlying assets as security amounts to Rs. 512.86 million (30 June 2018:
Rs. 512.86 million) in aggregate. The Modaraba has also obtained various securities against these
facilities including personal guarantees of sponsors / directors of customers, post dated cheques
issued by customers, hypothecation of assets amounting in aggregate to Rs. 533.67 million
(30 June 2018: Rs.533.67 million). Further, in case of one customer, the Modaraba along with
related party of the Modaraba holds 42 million (30 June 2018: 42 million) ordinary shares of a
scheduled bank as pledge and lien on debt collection account against respective exposure.
These facilities have various maturity dates up to 15 November 2021. These facilities carry profit
ranging from 3 months KIBOR plus 1.5% to 6 months KIBOR plus 5%.
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8.2

This includes Rs. 200 million outstanding against Diminishing Musharika Finance facility forwarded
by the Modaraba to its corporate customer for the purpose of balance sheet re-profiling. This
facility is secured against various collaterals which mainly include mortgage over personal properties
of sponsors having worth Rs. 153.36 million with forced sales value of Rs. 132.46 million. Further,
the facility is also secured with pari passu hypothecation and mortgage charges over present and
future fixed and current assets of the customer having a value of Rs. 119.05 million, pledge over
sponsor shares, personal guarantees, sponsor support and lien over collection account.

8.3

The Modaraba has provided Diminishing Musharika Finance facility to its corporate customer for
the purpose of financing the construction of housing project. The facility is secured against
various collaterals which mainly include transfer of personal properties of sponsors and/or their
associates having value of Rs. 100 million with forced sales value of Rs 87.11 million. Further this
facility is secured with first pari passu hypothecation charge over the present and future fixed
assets, including plant and machinery and land and building, present and future current assets
of the customer up to an amount of Rs. 33.33 million, present and future fixed assets, including
plant and machinery and land and building, and present and future current assets of the housing
project up to an amount of Rs. 16.67 million, lien on debt collection accounts of the customer and
personal guarantees of the Sponsors.
The above facilities have maturity dates up to 20 April 2024 and carry profit ranging from 3 months
KIBOR plus 2.5% to 6 months KIBOR plus 5%.

8.4

Contractual rentals receivable on Diminishing Musharika Finance facilities:
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Charge for the period/year
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11.1 The Sindh Workers' Welfare Fund Act, 2014 ('the Act') became effective from 21 May 2015 and
is applicable on the Modaraba due to which Modaraba is liable to pay contribution to Workers'
Welfare Fund (WWF) at the higher of the profit before taxation as per the financial statements
or taxable income as provided in its income tax return. However, the Modaraba has filed a petition
challenging the vires of Section 5 of the Act in the Sindh High Court ('the Court'). Similar petitions
have been filed by other Modarabas and obtained an interim injunction from the Court. An
interim injunction has been granted by the Court and the matter is tagged with other similar
petitions filed with the Court. However, as matter of abundant caution, full provision in
respect of Workers' Welfare Fund has been made in these condensed interim financial statements.
11.2 This represents advances from customers against the advisory services to be rendered by the
Modaraba.
11.3 This includes staff retirement benefit payable amounting to Rs. 3.51 million (30 June 2018:
Rs. 3.13 million).
12

PAYABLE TO MODARABA MANAGEMENT COMPANY
The Modaraba Management Company is entitled to a remuneration for services rendered to the
Modaraba under provisions of the Modaraba Companies and Modarabas (Floatation and Control)
Ordinance, 1980 up to a maximum of 10% per annum of the net annual profits of the Modaraba.
Management records accrual in respect of remuneration of the Management Company out of the
net annual profit of the Modaraba on the basis of annual audited accounts provided that 90% of
the profit available for appropriation is also distributed to the certificate holders of the Modaraba
after setting aside out of the profit of the Modaraba such sums as it thinks proper as reserve in
accordance with the regulatory framework applicable for Modaraba.
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CERTIFICATE CAPITAL
Authorised certificate capital

As at 31 December 2018, Awwal Modaraba Management Limited (the Management Company)
and Pak Brunei Investment Company Limited held 10,000,000 (30 June 2018: 10,000,000) and
89,780,566 (30 June 2018: 89,780,566) certificates of Rs. 10 each respectively.

19
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STATUTORY RESERVE
Statutory reserves represent profits set aside by the Modaraba to comply with the Prudential
Regulations issued by the Securities and Exchange Commission of Pakistan. These regulations
require the Modaraba to transfer not less than 20% and not more than 50% of its after tax profit
till such time that reserves equal 100% of the paid-up capital. Thereafter, a sum not less than 5%
of the after tax profit is to be transferred.
During the period, the Modaraba has transferred an amount of Rs. 8.63 million (30 June 2018:
Rs. 36.75 million) which represents 20% (30 June 2018: 20%) of the profit after taxation for the period.
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CONTINGENCIES AND COMMITMENTS
Details of contingencies regarding Services Sales Tax on Management Companys remuneration
and Provision for Sindh Workers' Welfare Fund are disclosed in notes 16 and 11.1 respectively.
On 24 January 2017, the Modaraba had entered into a Musharika Finance Agreement with a
customer for Rs. 30 million out of which Rs. 18.20 million has already been disbursed as disclosed
in note 7 of these condensed interim financial statements. Further, Diminishing Musharika Finance
Facility sanctioned by the Modaraba which is not drawn by the customer as on 31 December 2018
amounts to Rs. Nil (30 June 2018: Rs. Nil).
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PROVISION FOR SERVICE SALES TAX ON MANAGEMENT COMPANY'S REMUNERATION
The Sindh Revenue Board (SRB) has imposed Sindh Sales Tax (SST) on the Modaraba Management
Company's remuneration with effect from 01 November 2011. However, certain modaraba
management companies have approached the Honorable Sindh High Court (the Court) and
Appellate Tribunal of SRB, challenging the levy of SST on management company's remuneration.
The Modaraba Management Company has not received any demand notice from SRB for payment
of SST on Management Company's remuneration and accordingly, based on legal advisor's opinion,
can neither file any petition challenging the levy of SST on Management Company's remuneration
nor can join the proceedings of pending petition in the Court. As a matter of abundant caution
the management is accruing SST on Management Company's remuneration and will discharge the
liability on direction of the Court based on outcome of the petition filed by other modaraba
management companies.
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TAXATION
As per Clause 100 of Second Schedule to the Income Tax Ordinance, 2001, the income of a nontrading modaraba is exempt from income tax provided that they distribute not less than ninety
percent profit to certificate holders out of current year's total profit after making appropriation
for statutory reserves. The Modaraba intends to continue to avail this exemption by distributing
90% of its profits to its certificate holders after making appropriation to statutory reserves for the
year ended 30 June 2019. Accordingly, no provision in respect of current and deferred taxation
has been made in these condensed interim financial statements.

(Unaudited)
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Diluted
Diluted earnings per certificate has not been presented as the Modaraba does not have any
convertible instruments in issue as at reporting date which would have any effect on the earnings
per certificate if the option to convert is exercised.
19

CAPITAL MANAGEMENT
The Modarabas prime objective when managing capital is to safeguard the Modarabas ability
to continue as a going concern so that it can continue to provide optimum returns to its certificate
holders and benefits of other stake holders and to maintain a strong capital base to support
the sustained development of its businesses.
The Modaraba manages its capital structure by monitoring return on net assets and makes
adjustments to it in the light of changes in economic conditions. In order to maintain or adjust
the capital structure, the Modaraba may adjust the amount of profit paid to certificate holders
or issue new certificates.
The Modaraba is not subject to externally imposed capital requirements.
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FAIR VALUE OF FINANCIAL INSTRUMENTS
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date.
Fair values are categorized into different levels in a fair value hierarchy based on the inputs used
in the valuation techniques as follows:
- Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.
- Level 2: inputs other than quoted prices included in Level 1 that are observable for the asset
or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).
- Level 3: inputs for the asset or liability that are not based on observable market data (unobservable
inputs).
If the inputs used to measure the fair value of financial asset fall into different levels of the fair
value hierarchy, then the fair value measurement is categorized in its entirety in the same level
of the fair value hierarchy as the lowest level input that is significant to the entire measurement.
Fair values of financial assets that are traded in active markets are based on quoted market
prices. For all other financial instruments the Modaraba determine fair values using valuation
techniques unless the fair value cannot be reliably measured.
For assets that are recognised in the financial statements at fair value on a recurring basis, the
Modaraba recognises transfers between levels of the fair value hierarchy at the end of the
reporting period during which the change has occurred. There were no transfers between
different levels of fair values mentioned above.
The table below shows the carrying amounts and fair values of a financial asset and financial
liability including their fair value hierarchy for financial instruments measured at fair value. It
does not include the fair value information of financial assets and financial liabilities not measured
at fair value if the carrying amount is reasonable approximation of fair value.
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Payable to related parties

Payable to related parties
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For financial assets and financial liabilities not measured at fair value, management consider that
their carrying amounts approximate fair value because of their short term nature and credit quality
of counterparties. For Investment against repurchase agreement, Musharika Finance and Diminishing
Musharika Finance , management considers that their carrying amount approximate fair value as
the transaction is entered in to at negotiated rate considering market prevailing rates and also
assessing credit standings of counterparties.
21

RELATED PARTY TRANSACTIONS
The related parties of the Modaraba comprise of the Management Company and its Holding
Company, other associated companies, staff retirement funds, Directors and Key Management
Personnel. Transactions with related parties are carried out at agreed rates.
Key management personnel are those persons having authority and responsibility for planning,
directing and controlling the activities of the Company. The Modaraba considers its Chief Financial
Officer to be its key management personnel. There are no transactions with key management
personnel other than their terms of employment / entitlement. Details of certificate holding of
Holding Company, Management Company, Directors, Key Management Personnel and their family
members are disclosed in pattern of certificate holding included in the annual report of the
Modaraba.
Transactions and balances with related parties during the year other than those disclosed elsewhere
in the financial statements are given below:

(Unaudited)
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CORRESPONDING FIGURES
Corresponding figures have been rearranged or reclassified wherever necessary for the purpose
of comparison and better presentation. There were no major reclassifications in these condensed
interim financial statements in the current period.
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DATE OF AUTHORISATION
These condensed interim financial statements were authorised for issue on 07 February 2019
by the Board of Directors of the Management Company.

Chief Financial Officer

Chief Executive Officer
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Awwal Modaraba

6th Floor, Horizon Vista, Plot No. Commercial 10,
Block No. 4, Scheme No. 5, Clifton, Karachi-75600
Tel: (+92-21) 38771685 Fax: (92-21) 35374275
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