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Director Report 
 
 
For the nine months period ended 31 March 2021 
 
On behalf of the Board of Directors (Board) of Awwal Modaraba Management Limited, the 
management company of First Prudential Modaraba, is pleased to present Directors’ Report 
together with the unaudited financial results of First Prudential Modaraba for the nine months 
period ended 31 Mar 2021. 
 
 
Economy 
 
According to the Pakistan Development Update issued by the World Bank in April 2021, GDP growth 
has been projected for 1.3% for the current year which is in line with the estimate given by 
International Monetary Fund (IMF), recovering to 4% in FY2022. The State Bank of Pakistan (SBP) 
remains more optimistic about economic recovery. However, there are major concerns on the 
outbreak of third wave of Covid-19, the UK variant, which has resulted in rising cases in the country. 
This poses a downside risk to economic recovery and the vaccination campaign is in full swing to 
contain the adverse impact. The Central Bank has continued to be supportive and kept the policy 
rate unchanged at 7% since June 2020 and introduced further subsidized lending schemes for low 
cost housing. Exchange rate has also strengthened during this period.   
 
Pakistan also received the third tranche of approx. USD 500 Million by end of March 2021, bringing 
the total to USD 2 billion so far since the inception of the scheme in May 2019. Tough economic 
measures were taken in line with the program including increase in electricity tariff and withdrawal 
of income tax exemptions of nearly PKR 140 billion along with structural reforms of the Central Bank. 
The tax exemption on income of modaraba sector on declaration of 90% and above dividend has 
also been withdrawn which is a great setback for the sector to result in significant hit on profitability 
of the modarabas in future. 
 
Financial Performance 
  
The management’s efforts are focused on revival through streamlining operations, strengthening 
controls and recovery of old non performing loans while keeping the modaraba liquid in a time of 
economic volatility. Pak Brunei Investment Company (PBIC) also injected callable convertible 
musharaka facility of PKR 50 Million in the modaraba on January 28, 2021 in line with its 
commitment to SECP. 
 
Fresh exposures are being taken on a conservative basis with the view to ensure asset quality and 
sustain operations of the modaraba. The outstanding portfolio amounted to PKR 108.3 Million on 
March 31, 2021 compared to PKR 124.8 million at the end of the previous quarter with sound 
recoveries in outstanding performing portfolio. Excess liquidity of PKR 301.2 Million approx. was 
placed with banks, inclusive of the funds injection by PBIC. During the nine months under review, 
overall revenues have been recorded at PKR 32.6 million, nearly halved from the corresponding 
period last year with new exposures being written in line with the prevailing low market return 
environment. Total expenses for the period were contained at PKR 25.2 million. In absence of fresh 
provisioning compared to last year, the Modaraba posted profit before tax for the period at PKR 7.3 
million against loss of PKR 7.0 million in corresponding period last year.  
 



The recent amendments in tax laws are a major setback for the modaraba sector whereby the tax 
exemption on income of the modaraba on declaration of 90% and above dividend has been 
withdrawn. The new business plan for the revival of the modaraba incorporated the tax exemption 
and this adverse development has severely impacted the feasibility. We are now working on new tax 
efficient business plans in consultation with SECP in this new scenario.  

 
Governance 
 
There has been no change in the Board of Directors of Awwal Modaraba Management Limited 
during the period under review.  
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On behalf of the Board 
 
 
 
 
Karim Hatim        Abdul Jaleel Shaikh  
Chief Executive        Director 
 
 
 
Date: April 29, 2021  
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