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Social values of Islam provide the faithful
with a large measure of spiritual peace
and serenity, and this contentment can be
reaped while pursuing business
aspirations within the confines of Islamic
law. We visualize creating an institution
where society can seck a just and fair
advantage from the richness of Islamic

system of trade finance.
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DIRECTORS REPORT @

The Board of Directors of KASE Modsrsba Management (Private) Ltd, the Management Company of KASB
Modaraba (the Modaraba) iz pleazed to present the ninetsenth anmmal report togsther with the sudited financial
siatements of Modaraba for the year ended Fune 30, 2010 to the Certificate Holders,

FINANCIAL HIGHLIGHTS

The operating results are summarized as under:

Description June June
2018 2009
Rupees Rupees
Income from Leasing / Ijarah Operations 20,869,614 20,514,852
Profit on Musharaka Finance 11,142,665 4,549,474
Profit on Murabahs Financs 32,231,553 4,580,067
Profit on Modsrabs Finance 1,908,404 B
Profit on Diminishing Musharaka Finance 10,175,831 i
Profit on Bank Deposit 8,765,437 10,700,559
Profit on Investmernis 2,628,790 2,465,075
Other Income 2,008,090 138214
Total Incoms 89,730,384 41,948,241
Total Expenses (70,735,173) (25,145,060)
Modaraha Company Management Fee (1,899,521) (1,780,318)
Net Proftt 17,095,690 16,022,863
Esming per Certificaie 0.50 0.65
Total Asseta 953,667,713 450,397,941
Total Lishilities 678,915,073 192,075,696
Net Equity 274,752,640 258,322,245




DIRECTORS' REPORT : A.,:Ig& ﬁl
OPERATIONS & PERFORMANCE
Profitsbility:

During the year ended June 30, 2010; KASB Modaraba continued to adopt a steady approach towards business,
focusing on qualitetive growth and inatitutional strength. The Modarsba recarded a profit of Ra. 17,095,690 with an
Berning per Certificate of Rs. 0.60 and retmn on equity of 5.41%. Keeping merdest conditions in perspective, snd the
short times the Modaraba has operated; the results are very good and indicate a strong base for future growth.

The total income of the Modaraba increased from Ra, 43 million in 2009 o apprcec, Ra, 90 million in the year ended
Jume 2010; showing an increass of approximately 1,09 times. This remarkable prowth i total mecome Teflects the
capacity of the Modaraba to acquire business and create a dependable revenue siream.

The growth in total income was made poscible by adopting a proactive business policy that spontaneously met
market negda for Islamic products. OQur resources have been prudently spread over a wide array of Islamic asseds
which reveal our thrust for imovation and our sspirations to  genuinely serve 8 craving Islamic market. As & result
of thess efforts we have attained an impressive increase in our asset portfolio comprising of well known Ialamic
products like Musharaka finance, Murabahe, Modaraba and Diminighing Musharaka

It iz understoad that expanzion of this sizs, for a company in its infancy camnot be accomplished without the
acquisition of meaningful resources, be it funds, human expertise or infrastructore. KASB Modareba has
uneomprotmsingdy pursued these prerequisites but af the same time ensured that wastage and extravagmnee doey not
creep into our working cultare, at all.

Total expenditure increaged from Ry 25 mllion in 2009 to Ra.71 million in the year ended June 2010, The increase
was mainly on accoumt of the following:

«  Financial charges incurred on reteil deposits mobilized in the form of Certificate of Musharaka amoeunted
to Rs. 32.501 million.

*  Pinancial charges incured for availing Musheraks based credit ling from financial institution amoumted 1o
Rs. 13281 million.

Adminigtrative expenses ineregsed by R 7 million in current year (2009: Rs 18 million; 2010: Rs 25 million). The
rise in administrative expenses is mainly because of following reasons:

* To ensure effective management of our expanding business operations, KASB Modaraba's siaff strength
was increassd from 27 to 43 employees including a qualifisd chartered accountant, a trade finance

gpecialist, ICMA qualified accountants, MBAs, etc. Resultantly, salary expence rose from Rs. 9.083 million
in FY 2009 to Re. 12,174 million in FY 2010.

¢  On the acquigition of & new TT software and certain fixed asseds; depreciation and amortization expense
increassd by R2 1.2 million.

¢ Rige in other expenyey like utilities, stationery, fees ete was also growth oriented, snd we hope thet
economies of scale will further improve our profitability and returns as we gradually sxpand business.
Balance sheet growth:
is over hallmark!
The statementt is supported by the perfisct mix of our finance portfolio as svident by the balance sheet position.

T g efforts to provide our customers s vetiety of produocts that best swit their boginess needs, we have introduced
new product namely “Diminishing Muzharaka".
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DIRECTORS' REPORT @

The balanee gheet standing of the Modaraba in termg of total asgets has improved substantially, ie. 1.12 times, from
Ba. 450,398 million in 2008 o Rs, 953,668 million in
2010.

The mujor ncrease way in Muorabahe Finanee from
Rs, 70.777 million in 2009 to Rs. 362.561 million in

201{0; Midiuriba Flinacs fhoem Bx 3050 mlfieactn | T s | ASAORLIN RIni
2009 to Ra, 83.634 million in 2010, Modarabs Finence | Modaraba Finance 154,440,342 20,774,248
fiom Re, 20.774 million in 2009 to Ke.154.440 million in

2019, Investments from Rs. 21.276 million in 2009 to | Mushareks Finance 83,633,662 39,594,329

29.148 million in 2010 and increase in fixed assets |
from Rs. 7.643 million in 2009 1o Re. 8.089 million in | Ditninishing
2010. It clearly shows that the increass in the baluncs | Musharaka Finance 131,599,686 &
sheet footing was largely on account of growth in .

1 1
busis indices. Finance Leage 45,001,505 97,717,550

Ijarah Assets 65,996,757 55,336,939

In order to engure better management of liquidity and
cagh Aow we sccored & credit ine of Re, 300 million,
on Musharakn basis. The availability of credit line assisted us in procuring business including profitable trading
deals.

YEAR AT A GALANCE

Duyring the last one year KASH Modaraba has ghown substantial growth in all areas of Talamic Fingnoe, The Modaraba
added a new asset product to its Islamic portfolio i.e. Diminizhing Musharaka. As a result, 2 fairly diversifisd revenue
aiream was added, with income coming in from other non traditionsl scurces and lessening our dependence on pore
Tjarah. We will contirme to lock for innovative ‘Shariah compliant’ asset products in order to create a more substantive
Islamic portfolio and at the ssme time diversify risk.

FUTURE PROSPECTS

KASB Modaraba will endeavor to raise its business portfolio in areas of trade finance and commodity financing.
Moreover, it will strive to generate quality revenues with a good customer base, The management realizes that fishire
growth of our Modersba dependa on product innovation and our adspiation to mtemational developing trends in the
tisld of Islamic finances.

SIGNIFICANT EVENTS

One importent feature added to this year’s balance sheet is the introduction of Diminishing Musharake- an asset
produoct. Total fimance provided under this new product atnounts to Ry, 131,600 milBon and hes genersted profit of
Ra. 10.176 million during the year endsd Jume 30, 2010.

T order to incresse the sources of funding, your Modereba hag obtained » credit line of Re 300 million from KASE
Bank. This will help us increase our asset size and will enabls us 1o penetrats the market of Tslamic Finance.

The pottfolio of Certificate of Mushurakn, & lisbility scheme Soated last year, hay shown tremendous growth end
generated fimds to the tuns of Rs. 311 million during the year ended June 30, 2010, The Modaraba intends 1o keep
this funding mode largely retail and individual based.
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CREDIT RATING

JCR-VIS has upgraded the long term entity rating to BBB+ and short term entity rating of A3 with a “stable”
outlook to the Modaraba.

During the yemr ended June 30, 2009, Registrar Modersba (Specialized Compeniea Division) imposed & fine of
Rs. 55,000/ each on the directors of Modaraba Management Company for non compliance of IAS-19 and viclation
of Regulation *7(3)° of the Prudertial Regulation of Modzraba. After filing an appeal against the said onder, SECP
waived the fine of Rz 5,000, however, penalty emounting to Bs 50,000 remeined intact. Forther to the order, m
application has been mede to SECP requesting permiggion {0 lodge an appeal before appellate benwh of the
Commiggion under section 33 of the SECP Act 1997, Decigion of the said application is still awaited.

CORPORATE AND FINANCIAL REPORTING

The Board of Directors is fully aware of its duties and responsibilities under Code of Corporate Governance issned
Ty Securitics and Exchange Commigsion of Pakistan, The following siatements demonsirate the Board’s philosophy
and commitment towards maintaining high standards of Corporate Govemnance:

+  The financiel statements prepated by the menapement of the Modmraba, prescnt fairly its state of affairs, the
reault of its operations, cash flows and changes in equity.

= Proper books of accounts of the Modareba have been maintained.

¢ Approgriste acoomting policies have been consigtently applied in the preparation of financial statements and
acoounting estimates are bazed on reasonable snd prudent judgment.

¢  [mternational Accounting Standards (LASS) as applicable in Pekistan have been followed in preparation of
Financial Statements and any departure there from has been adequately disclosed.

s 'The syatem of intemal controls is sound im design gnd has been effectively implemented and momtored.
#  The Modaraha is financielly sound in design and has been effectively implemented and monitored.
¢  Theare are no significant doubts upon the Modaraba’s ability to continue as a going concern.

#  There hes been no material departure from the best practives of corporete governance, as detgiled in the Hoting
regulations.

»  The Modaraba operatzs sa unspproved unfimded gratwity scheme for its pexmenent employees, value of which
is Rs.360,719 as at June 30, 2010.

+ Koy operating and financial data for the last six years in summarized form is included in this annual report.

¢ There sre no statutory payments on aceount of taxey, duties, leviey and charpes outstanding a8 on June 30,
2010 except as disclosad in the financial statements.

»  Nome of the directors of Modarebe, CEQ, CFO, Company Secretary and their spouses and minor children has
carrind out trading of certificates of the Madaraba.

¢  During the year, four meetings of the Board of Directors were hald. Attendance by each director is as follows:

Name of Directors Number of Meetings
Attended

Syed Waseem Hogqie 04

Syed M. Husaini 04

Mir Mujahid Ali Khan 04

5. M. Rehmannliah 04

#  The pattern of holding of Cartificates by the Certificate-holders is included in this anmual report.
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DIRECTORS REPORT @

COMPLIANCE WITH CODE OF CORPORATE GOVERNANCE

The requirements of the Code of Corporste Governance eet out by the Kamchi Stock Exchange i its listing
regulations relevant for the year ended hme 30, 2010 have been adopted by the Modaraba and have been duly
complicd with. A gtatement to this effect is amexed with the report,

THE BOARD OF DIRECTORS AND AUDIT COMMITTEE

During the year ended Jone 30, 2010, the Board of Directors has appeinted Syed Waseem Haqgie as Chairman of
the Board in place of Syed Mubarmmed Rehmeamullah,

HUMAN RESOURCES

The Board is confident that the management and employess of your Modaraba will continue to work with the
integrity and zeal that has been their hallmark, and your Modaraba shall Insha’Allah continue to prosper. Investment
in Humzm Resvurces is the cornerstone of our policy.

STATUTORY RESERVES

The Bosard hag transfierred 50% of net profit after tax amounting Ry, 8,547,845 to its statutory reserve ag per the require~
ment of Rule 2 of Part 11T of Prudential Regulation for Modarabas as issued by Securities and Exchange Commigsion of
Pakistan through Circular No. 4 of 2004 dated January 28, 2004.

DIVIDEND
The Boand id pleaged to annoimes a cash dividend of 2.8% i, B3, 0.28 per certificate,
AUDITORS

KASB Bank, the holding company of KASB Modaraba, has changed its auditors on completion of five years
engagement pericd. As per the notification dsted February 25, 2004 jointly issued by SBP and SECP, all inter-
related compandes / ingtitutions, engaged in the business of providing finencial services, are directed to appoint the
same firm of suditors to conduct audit of their accounts.

Therefors, on the recommendstion of the Avdit Commitiee, the Board has epproved the appointment of the new
suditors Emst and Young Ford Rhodes Sidat Hyder & Co., a8 auditors for the yesr ending Jme 30, 2011, subject to
approval by the Registrar of Modaraba Companies and Modaraba.

ACKNOWLEDGEMENT

The Board would liks to take thin opporiunity to thank for the support and guidance provided by Securities and
Exchange Commission of Pakistan, Registrar Modaraba Companies, vahied customers and Certificate Holders, all
of whom have made our task 20 plessant.

We pray to Almighty Allah for the success of your Modaraba.

For and behalf of

Board of Directors

Syed M. Husainl
CEO

Dated: September 27, 2010
Karachi




KEY FINANCIALAND OPERATIONAL DATA AT A GLIANCE

Total Assats

Musharaka Finance
fMurabaha Finance
Modaraba Fnance
Diminishing Musharaka Finance
|Jarah Assets

Investment in Lease
Equity

Current Assets

Current Liabilities

Total Income

Taxation

Pmﬁl{{Lnss] after tax and
management fee
Dividend (Rs}

EPS (Rs)

2010

45,002

274,753

762,536

665,903

89,730

17,096
0.28

0.60

2008

450,397

39,594

70,777

16,023

085

2008 2007

Rupees in Thousand —

233,723

145,916

62,674

126,254

81,526

(650)

{8,078)

{1.19)

54,764

&40

1,776

52,873

53,111

1,398

5,329

(130

2,227

0.25

0.30

52,360

E,367

5,884

50,684

48,050

1,010

2328

{14}

{0.11)

)

77,714

2,410

2,995
51,435
72,963
24,912

7,803

58

4,916

0.67
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TOTAL ASSETS
s, In Millions
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GROSS INCOME

Table showing

comparison of

total assets for
last six vears

Table showing
movementin
equity for last six
years

Table showing
movement in
total income for
last six years
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Rx. In MiBon

s EEEEBES

INVESTMENT MIX

H Mshariis Fesnce
0 sl o v Fivaroce
= Modarsba Firancs
i ljurah Asets

Table showing

change In
Investment mix

for last six years

* The apparant fal in Imveatment in Lanes [» due to tha adeption of slemic Finandal Accounting Stendard - 2 for
traatment of transaction ececuted an or after July 01, 2008 as oparaling leasa,

Rx In Millons

20 -
5
0
5 4
{5 1
(1) -

PROFIT AND LOSS

m _ B

2007

Table showling
movamant in
profit / (lass) for
last six years
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STATEMENT OF COMPTIANCE WITH CODE OF QORPORATE GOVERNANCE (P'k-ﬂf;l

This statement ia being presented to comply with Code of Corporate Governance conteined in chapter XI of
the lsting repulations of the Karachi and Lahore Stock Exchanges, for the purpose of establishing a frame-
work of good governance, whereby a listed Modarabe is managed in compliance with the best practices of
corporate governance.

Regardless of the fact that KASB Modearaba Management (Private) Limited, the management company of the
KASB Modaraba, is a Private Limited Compeany, the Board of Directors of menggement company are pleased
to confirm that the code of corporate governance is being complied with in all material respects.

Modersha Management Company (hereafter referred as Company) has applied the principles contained in the
Code in the following manner.

10.

1L

The Board comprises of four directors including three non-executive directors.

The directors have confirmed that none of them is serving as director in more than ten listed companies,
including this compary.

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

During the year no casual vacancy oceurred on the board.

The Company has prepared a “Statement of Ethics and Business Practices”, which has been signed by
all the directora and employees of the Modaraba at the time of their appoiniment. In addition list for
annuoal approval of directors and employee has been prepared and ciren lated.

The Board has developed a vision/mission statement, overall corporate sirategy and significant policies
of the Modaraba. A complete record of particulars of significant policies is maintained with relevant
department of the Modaraba.

All the powers of the Board have been duly exercised and decisions on material transactions, inchiding
appointment and determination of remuneration and terma and conditiona of employment of the CEQ
and other executive directors have been taken by the Board.

The meeting of the Board were presided over by the Chairman of the Board. The Bosrd of Directors
have met four times in the year and notices of mestings, along with agenda and related papers are always
endeavored to be circulated at least seven days before the mectinga. The mimutes of the meetings were
appropriately recorded and circulated.

The directors are aware of their fiduciary responsibilities and most of them have attended orientation
courses. Further the directors have been provided with the copies of the Modaraba Companies and
Modarabe (Floatation end Control) Ordinance, 1980 (IXXT of 1980) end the Modaraba Compsanies and
Modareba Rules, 1981, Listing Regulation, Code of Corpomate Govemance, Companies Ordinance
1984, Prudential Regulation, Modaraba’s Prospectus and all other relevant rules and regulations end the
directors are conversant with relevent laws applicable to the Modarabe, its policies and procedures and
provision of the prospectns and ars aware of their duties and responsibilities.

The Board has approved appointment of CFO and Compeny Secretary including remmumnerstion and
terms and conditions of employment as determined by CEO.

The Directors’ report for this year has been prepared in compliance with the requirements of the Code
and folly describes the salient matters required to be disclosed.
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12,
13,
14,
15,
16.

17.

18.

19,
20.

21,

CEO and CFO have duly endorsed the financial statements of the Modaraba before approval of the
Board.

The Directors, CEQ and Executives do not hold any interest in the Certificates of Modaraba.

The Modaraba has complied with all the corporste and financial reporting requirements of the Code.
The Board has formed an audit commiitee that also ensures the independence of the internal audit
fimction and the independence and objectivity of the external auditors.

The Audit Committee of the Board comprises of three members who are non-executives directors,
inchuding cheinman of the committee.

The meetings of the audit committes were held at lepst once in every quarter prior to epproval of
interim and final results of the Modarabe as required by the Code. The term of reference of the comumit-
tee have been formed, approved by the Board and advised to the committes for complience.

The related party transaections have been placed before the pudit committes and approved by the board
of directors with justification for non arm'’s length transactions and pricing methods for transactions
that were made on terms equivalent to those that prevail in arm's length trensactions only if such terms
can be substantiated.

The Board has outsourced the internal audit fumctions to firm of chartered accountants.

The statutory auditors of the Modaraba have confirmed that they have been given a satisfactory rating
under the quality control review program of the Institute of Chartered Accountants of Pakistan, that
they or any of the pariners of the firm, their spousss and minor children do not hold Certificates of the
Modaraba and that the firm and all its partners are in compliance with Intemational Federation of
Accountanis (IFAC) guideline on the code of ethics as adopted by Insiituie of Chariered Accountants
of Pakistan.

The Statutory suditors or the persons associsted with them have not been appointed to provide other
services except in accordance with the listing regulations and the auditors have confirmed that they
have observed IFAC guidelings in this regards.

‘We confirm thai all other material principles contained in the Code have been complied with,

For and on behalf of the Board

September 27, 2010 Syed M. Husaini
CEO

18
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AUDITORS REVIEW REPORT ON COMPLIANCE OF CORPORATE GOVERNANCE

A mamber firm of

A.F.FERGUSON & CO. PricewnigriousECorers (@

AF.Ferguson & Co

Chartered Accoumtants

State Life Building No. 1.C

L Chundrigar Koad, PO Box 4716
Karachi-74000, Pakistan

REVIEW REPORT ON THE STATEMENT OF COMPLIANCE WITH THE BEST PRACTICES OF
THE CODE OF CORPORATE GOVERNANCE

We have reviewed the Statement of Compliance with the best practices contained in the Code of
Corporate Governance prepared by the Board of Directors of KASB Modaraba Management Company
{Private) Limited, the Management Company of KASB Modaraba, to comply with the requirements of
Chapter XI of the Listing Regulations of the Karachi and Lahore Stock Exchanges where the
Modaraba is listed.

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

As part of our audit of the financial statements we are required to obtain an underslanding of the
accounting and internal control systems sufficient to plan the audit and develop an effective audit
approach. We have not carried out any special review of the internal control system lo enablé us to
express an opinion as to whether the Board's statement on internal control covers.all controls and the
effectiveness of such internal controls

Further, Sub-Regulation (xiil a) of Listing Regulation 35 of the Karachi and Lahore Stock Exchanges
requires the Medaraba to place before the Board of Directors for their consideration and approval
related party transactions distinguishing between transactions carried out on terms equivalent (o those
that prevail in arm's length transactions and transactions which are not éxecuted at arm’s length price
recording proper Justification for using such alternate pricing mechanism. All such transactions are also
required to be separately placed before the Audit Committee of the Management Company. We are
only required and have ensured compliance of the requirement to the extent of approval of related
party transaclions by the Board of Directors and placement of such lransactions before the Audit
Committee of the Management Company. We have not carried out any procedures o determine
whether the related party transactions were undertaken at arm'’s length prices.or not

Based on our review nothing has come o our attention which causes us 1o believe that the Statement
of Compliance does not appropriately reflect the Modaraba's compliance, in all material respects, with
the best praclices contained in the Code of Corporate Governance as applicable to the Modaraba for
the year ended June 30, 2010

Karachi

Lahawy Oifice 230 Acks Avenae, Canal Batik, Culbiesg ¥, F 0 Rox 19, Lahoe, Palistan Tel: (97420 1371806471 Fac (92420 15715877
Inlamatd ©ificm PIA Bublding, 19 oo, 49 Bl Arca, Fadl ul-Haeg Koad, PO Boa 3021 slamaliad-4 4000, Pakian Tol, (93511 222045760 Vay (92-510 2277924
Katmal CHFim Do N, 1916, Stivt Mo |, Behind Cinems Rarigod, Babas o Darsan. Kaine-4, Kabul, Alghonistan, Tel s93.276.315320, #45.7%9 115020

Telophone: {0211 324206820 / 124267115
Fagsimile:  {031) 32415007 [ 32427938




AUDITORS' REPORT TO THE CERTIFICATE HOLDERS
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A member firm of

A.F.FERGUSON & CoO. Pricewsierrioust(Copers @

A Fergusan & Co

Chartered Accountants

State Life Building No. 1-C
LLChumdeigar Road, P.OBox 4716
Karachi-74000, Pakistan

AUDITORS' REPORT TO THE CERTIFICATE HOLDERS
W have audited the annexed balance sheet of KASB Modaraba as at June 30, 2010 and the related profit and

loss ‘accounl, stat of hensive i cash flow ] and 1 | of changes in equity
together with the notes forming part thereof (hereinaf ferred to as the fi | ). for the year then
ended and we stale that we have oblained all the inf ion and expl i which, to the best of our
knowledge and belief, were necessary for the purposes of our audit,

These financial statements are the daraba manag: 'S ponsibility (KASB Modaraba

Management {Private) Limited) who is also responsible to establish and mamts.ln a system of inlernal control, and
prepare and present the above said statemenis in conformity with the approved accounting standards as

licable in Paki and the req ents of the Modaraba Companies and Modaraba (Floatation and Controf)
Ordinance, 1880 (XXX| of 1980} and the Modaraba C ies and Modaraba Rules, 1981. Our responsibility is
fo expressan opinion on these stalements based on our eud:t

We conducted.our audit in accordanca with the audi tandards as applicable in Pakistan, These dard
require that we plan and perform the audit to obtain reasonable assurance about whether the I'Inanaal slatements
are free of any malerial misstatement. An audit includes examining, on a test basis, evidence supporting the

and discl in the fi ial stat ts. An audit also includes assessing the accounting policies and
significant estimates mada by, T.he daraba company in respect of KASB Modaraba, as well as,
evaluating the overall p of the fi | statements. We believe that our audit provides a reasonable
basis for our opinion and after due verification, we report that.

a) ln our opuﬂm proper books of accounts have been kept by the in respect of KASB
i i Modaraba Companies and Modaraba (Fh:mtatlcn and Cmrroi} Ordinance, 1980
(XXX of 19&0] and the Modaraba Companies and Modaraba Rules, 1981

1) In our ppinion:

i),  the baﬁmw sheet and profil and loss account together with the notes thereon, have been drawn up in

i y with the Modarab Compames and Modaraba (Floatation and Control) Ordinance, 1980 (XXX|

of 1980)° ang tha Madaraba Ce ancd K Ruiles, 1981 and are in ag—reermnt with the books

of account and are further In agreement with accounting y lied, except for the
changes stated In note 2.2 1a the financial statements, with which we concur,

iy the -expenditure incurred during the year was for the purpose of the Modaraba's business, and

fii} the busi C ‘- i ts made and the expenditure incurred during the year were in
accord with the ebjects, terms and conditions of the Modaraba;

¢} In out opinion and ta the best of our information and according to the explanations given lo us, the balance
sheet, profit and loss account, of comp ive income, cash flow statement and statement of
changes in equity together with the notes forming part thereof conform with approved accounting standards
as applicable In Pakistan, and, give the information required by the Modaraba Co:npanles and Modaraba
(Flpatation and Control) Ordinance, 1980 (XXXI of 1980) and the Modaraba C and
Rules. 1881, in the manner so required and respectively give a true and fair view of state of the Modaraba's
affairs as at June 30, 2010 and of the profit, its comprehensive income, cash flows and changes in equity for
the year then ended; and

d)  Inour opinion, no zakat was deductible at source under the Zakat and Ushr Ordinance, 1980,

0

[ — -
d A?ul‘llanli

Parner: hid A. Jafer

m

Karachi
Dated: Sept 27,2010

Labone Office: 23.C Arir Awenue, Canal Bank, Culberg V., P. O, Box 39, Lahors, Pakistan Tel: (9147) 1571586471 fax: (92-42) 15713072
1A Building, 34 Ploor, 49 flue Area, Fark-al-Haq Road, .0 Box 3021, isamabad-44000, Pakistan Tel: £91-51) 2273457.60 Fax: (92-41) 2177914
Kabul Office - ih-lh: A4, Stooet Mo, 3, District 6, Road Karte-1, Kabl, Afghanisan, Tel - [93-799) 315320- 200424

Telephone:  (021) 3142668246 / 12426711
Facsimile:  (D21) 32415007 / 32427938
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\ 4 ASATJUNE 30,2010 ‘

T il
- ~—

‘ MNote  June 30, 2010 June M, 2008 June 38, 2008
e - {Frasimipd) {Fmeimimd]
Ll T ASSETS e O Pttt

c'- }’?. Currgnt assuin =

s 4 Cash and bank balnnces 4 59,225 487 128,714 414 33,545,102
-y - Bhort-tarm nvestmenta BA B,B05, 640 4,256 35 3,650,868
T N Curmnt pertion of mumbsaha finenos - gross 8 358,503,238 2,580,731 20,231,501

‘ Modanba finance 7 154,440,342 20,774 248 -

Mushorakea Anance ] &3,833, 662 38,584,523 24,088,800
Curment portion of dminishing mushamio finenos -] 45,0117 - -
— — Current pertion of net Imwssiment in inancs (eass m 37,971,580 44,753 495 41,275,084
F [larah rontals recolable 1 1,883,147 a10,667 -
Y v and ather 12 65,708,244 5844 570 1,048,800
L 4 Acerusd profi 13 5,367,968 1240807 265,312
< h Skorea 14,570 5 E
- —- Tiaiion recoverahis 14 BEG, T2 T39,882 BT,1H
Toial current esssis TE2.5936,452 309,108,585 126.254.10%
Hon-ourrant sessin
Long-tsrm depoelte 28,600 128,000 25000
Long-tam Imveatmonts 52 16,342,250 17,020,000 -
Lang-ism poriion of murabaha finanos - gross a 4,057, 0BT B,198 373 -
Long-term portion of diminishing musheraka fnancs ] 86,587,513 - -
Long-tarmm portion of net Inveatment In inance leass 10 7,028,825 52,064,055 105,641,031
|jurah nxsais 16 86,008, TET BE,338,538 i
Fhend asaste In ovwn ues 16 8,089,748 7.043,188 1,803,427
Tt non-curment sasets 191,134,291 141,288,555 107.488.458
Total Assety 953,867,713 450,587 841 233,723,827
LIABLITES
Curreent (kab|iea o IN.re. S SRR ST
Dapostts 17 451,580,000 1R, 525,000 &
Short-berm musharaka firance 18 158,935,104 - 75,000,000
Current maturity of security depoal: 18 10,341,667 §74,750 50,000
Cradions, snorusd and ather |bebliHee 20 23,008,012 7929552 4,781,888
Curmnt portion of defismed mumabsha Income: B 11,155,821 6,667,765 1,218,828
= e Lire!imed profit diatributan AT, T80 476,720 477,068
- | == Total ourrent lubliites B8E,503,57T 100,593 897 81,525,583
4 '\:-, Norm-tununt | b ithes
v Long-sm firsncs - - 70,000,000
Y Securtty deposita 19 12,583,311 25,083 888 19,310,262
Lermg-anm portion of daferred rmurabaha incoms 1 67,067 186 373 -
Dofprrac llnhitien - stalf gratutly 214 380,719 201,768 214,
Total non-current |labllities 13.011.087 25481799 099,524,260
Total Lisbl e 878,915,073 192,075,098 171,048,B45
MET ASSETS __ZTATS2BR Z5832345 62679082
REPREBENTED BY
CAPITAL AND RESERVES
Ceriificats capital

. Authrorkeed:
= 50,000,000 {Jure 30, 2008: 50,000,000 cortificates of Ra 10/~ aach 500,000,000 504,000,000 500,000,000
— Isuad, wubiried ol pald-up caplinl = 282 TA4 D00 22 744 000 £3, 180,000
= Siwhiory resans 23 20,485,977 11,888,132 8,733,568

b Accurnulmed lces (27,612.042) (90,350 857 (49.178,177)
Right cortifisbes subscripthon manay - - 18, Be8 40
L on nipeaified ax
‘avalable for sale'- net {685,205) - -
. CONTINGENCIES AND COMMITMENTS 24

( ) —ZTATEANM _ IGAAZAE __ G2ETTRZ
The annaxad notes 1 to 44 form an integral part of thess financial strtemanta,

For KASE Modereba Menagement Company (Privete) Limbed
{Banagemaent Company)




PROFIT AND LOSSACCOUNT

FORTHE YEAR ENDED JUNE 30, 2010

Income from |easing operations
Incoma from Servce ||jarah
Profit on Musharalea financs
Profit pn Murabahe financa
Proftt on Modaraba finance
Profit on Dimilnishing Musharaka finance
Profit on Term Finanes Cerlificatas
Profit pn Subkuk bonds - Hald for teding
- Held to maturlty
Profit on bank deposlis
Galn/ (lesa) on sals of markstable securities - nat
Lowe on dalry farming businsan eciivitias Including falr walue adustment
Lozs on sale of blologlcal assets
Unreallsed diminulion on remeasurament of Investmenis
clasgifiad as financial assats at fair valva through profit or oss’

Flnancial charges

Algwancs for potentiel Mushamio & |amh losses

Other incoma
Administrative and opamting sxpenses

Modarba Managemant Compary fae

Profit befors taxation
Texalion

- cuimant

- defarmad

Profit after taxation

Esmings per carificate

The arnmed notes 1 b 44 form an intsgml pert of thees finendsl steements.

b

For KASE Modaraba Management Comparmy (Private) Limited

{Banagsment Compary)

Chief Exacuthm Dirwctor

Hote Forthe year For the yeur
ended Juns ended Jurm
30, 2010 30, 2009
—(Ruptes)————
25 15,869,814 20,514,852
6,000,000 -
11,142 865 4 540474
32231553 4 580,067
1,808,404 -
10,176,831 -
- 16,881
- 2094445
2,828,780 2,153,788
8766437 10,700,665
26 796,228 {750,855)
27 (198,913) -
(784,500) =
5141 - (68,308)
87585108 41,080,883
28 {45839,712) {7026,881)
41,745,347 34 862 BR2
103 - -
41,745,387 34 962 882
28 2,145275 958,378
M (24895481) (18,118,079)
18,895 211 17,803,181
31 {1,898,521) {1,780,318)
17,095,890 18,022,863
17095880 18022983
32 08p 0B85
Director
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STATEMENT OF COMPREHENSIVE INCOME @

FORTHE YEAR ENIDED JUNE 30, 2010

June 30, 2010  June 30, 2009

—(Rupses}—no——
Profit after taxation 17,095,680 16,022 863
Other comprehensive Income f (loss)
Unreallaed diminulon on remeasurement of Invesiments (666,286) -
classifiad a8 "avallable for sale’
Total comprahaneive incoms for the period 16,430,385 14, B3

The annexed notes 1 ko 44 form an Integral part of these financlal statements.

For KASE Modarabe Mansgamant Company (Private) Limited
Comparmy)

Chief Executive Director Director




CASH FLOW STATEMENT @ 7Y
FORTHEYEAR ENDED JUNE 30, 2010 ’ =V

June 30, 2010 Jur 39, 2008
— R P ——
CASH FLOW FROM OPERATING ACTIVITIES A
Profit bedors texation 17085630 18,022 853 y 'r‘>
Adjustmanis for non-oesh oharges end other Hems: \-*.v’
Dividend Income (20,804 (84,000} —
Loas { {gain] on sals of marketsbie securttes - nst (708228} 750,855 i
L on ol
financial asscte ‘at fair value through profit or lose' - 49,308
Gain on dieposal of fhad aseats: {3000 438} {278,268}
Logs on cispoenl of [jarah asssis - Bapa7
Loss on sale of biologlcal aseets Ti4,500 -
Fair vatlus acjustmnt o blological mmut 136,000 -
24077 552 B34 287
Amoriisation 305613 80,052
Wordosns' Wilfiore Fund a2 71 -
Crakity supanss 158,981 (12,2423
Financial chamgas 45830712 7.026.881
Imvastrent writen-oft 40331 -
87,974 459 25,985,748

{Increase) / decreass In sssets

Net Investment In financa loas 48,188,575
Musharska fnamos {14,825 529}
Murabaha inance {44.670,591)
Modaraba fnance {20,774 248}
Diminizhing Musharska finanos -
|jareh remiala recehable {810,857}
Ay ch L and other deab {4.507,778)
Ancnmd proft (075,805}
Btomes -
Long-barm depoalte 43,
{37,508 34}
Increass | (deorssss) In (abil iHes
Bacurity depasite on lasse conirects 8,586,155
Dafsrmed murshshs incoms -
Craditors, meorusd and other [lsbilkive 2,980 457
8,850,613
Purchees of [jarsh assats {82,315911)
Saloa procoods from disposal of [jamh assels -
Taows il a5
Finanola| oharges pald {8,239,735}/
‘Workers' Waellare Fund pald -
24,1
Biat ownh rtillsad in opanrting sutivities {B7,244,832}
CABH FLOW FROM INVESTING ACTVITIES
Purchass of fhd mess 14,345,095} {B,501,295)]
Galea procesds from disposal of fxsd assets 12,348,000 1,067 508
Purchass of blological aemets {3,474,000) -
Saley from of amats 2,543,500 3
Dividends racelvad 20,604 84,000
Purchase of iveatmants - net {7.770.854} {18.214,681}
MNat canh usad In inesting sativities {10,067,945) 23,134,378}
CABH FLOW FROM FINANGING ACTIVITIES =
Shoct-teem Musharia finanos 158,055,198 {7T,0,000}]
Right carificates aubacription monsy recehwed - 178,825,600
Long-term fnancs - {70,000,000% {
Dapcsis 311,385,000 150,825,000 ;
Dividend paid - (278
Hat canh generated from Anancing sciivities 470,300,186 185,250,522
Kat (decreese) / Inoreess in onsh and cash equive isnis {B8 480 947} 94,589,212
Cash and cash aquivalenia at the beginning of the year 126,714 414 33,045,102

Caah ared couh sdquhaients ot the snd of Sie yer _ B ZmART 128,714 414
The annexed notes 1 to 44 form an integral part of thesa financlal etatements,

For KASBE Mcdaraba Mensgemant Comparny (Privaie) Limied
{Munagemant Compuny)

Chisf Execyuthma Direcior Director
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STATEMENT OF CHANGES IN EQUITY

FORTHE YEAR ENDED JUNE 30, 2010

Barlariie ag af June 30, 2008
Right ehara subscription monay
|asus of right shares

Total vomprahsrsive inoome for the year
endad Juna 30, 2008

Transfer to staluiory ressns
Balace a5 at June 3, 2008

Tatal comprahanstva Income for tha year
srded June 80, 2010

Trenafar ko atahriony resorve

Balanos as at e 30, 2010

The annexed notes 1 to 44 form an Integral part of thess financial statements,

Linrea lsad
appreciation !
Right (eminurtion) on
Cartificate Stubutory cortilicains remmssurenent  Accumulsbed Todal
wapital RNV subscription  of lIvestmanis |o=m
money &lnsalfied &
vl
foremle
{Rupéss)
83,160,000  &,733559 18,968,400 > 48,178,177)  G2673782
- i 179,625,800 3 - 17BA25800
188,554,000 N {198,554,000} 5 - =
- - - - 16,022,863 16,022 583
- 3.204,573 2 n {3.204.872) 2
282744000 11,838,182 - - (B53RART) 25BAR245
- - - (666,205) 17086600 16,480,396
- BE7MS & - (B547,845) -
ZRLTAADN 20486977 5 ©66206) (27 A12042) 274,762,840
For HASH Modaraba Management Compary (Privats) LimHsd
{Mznegement Compay)
Director Director

Chief Executive




NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS A
FORTHE YEAR ENDED JUNE 30,2010 ’

21

m

LEGAL STATUS AND NATURE OF BUSINESS

KASB Modaraba was formed under the Modaraba Companies and Modaraba (Floatation and Contnol) Ordinance,
1980 and the rules framed thereunder and |s managed by KASE Modaraba Management Company (Private)
Limited, & compeny incomonmiad in Pakistan. The address of its registsmd officais 80-C, 13th Commercial Sirset,
DHA Phase- |, Exdenslon, Kamchl, The Management Company s & subsidiary of KASE Bank Lmited, which holds
3,985,000 shares out of total lesued capital of 4,000,000 shares of KASE Modaraba Management Company
{Private} Limited.

The Modansha is & mulipurpose perpetunl modarabea and is primarily angsged in ijacah financing, financs |sesing,
mushearaka finencing, murabsha financing, modaraba financing, diminishing mushamka and Investing in llsted
securlies. The Modareba |8 lsted on the Karachl and Lahore Stock Exchanges.

BASIS OF PREPARATION
Statement of compliunce

Thees finandial statements have been prepared In accordance with spproved eccounting standaris as applicable
In Pakistan. Approved accounting atandards comprize of such International Financlal Reporting Standards (|FRS)
lsgued bythe Inlemalonal Accounting Standards Board as ans notifled under the Companias Ordinancs, 1984, e
mqui s of the Mod Companiss and Modembe (Flowietion and Control} Ordinence, 1980, Modsmba
Companles and Modaraba Rules, 1881 and directhes lssued by the Securties and Exchange Commisslon of
Pakistan {SECP). Whenever the requirements of the Modaraba Companles and Modaraba (Fioatation and Conlrol)
Ordinancs, 1880, Modaraba Campanles and Modaraba Rules, 1881 and directives lssued by SBECP differ with the
mquiemenis of IFRS, the requirements of the Modersbs Compenies end Moderaba (Flostation snd Conimol)
Ordinance, 1860, Modaraba CGompanles and Modaraba Rules, 1981 or the directives [ssued by SEGF prevall,

Changes In accounting policles and disciosires arlsing from standards, Interpretations and smendmests to
published accoumting standards that are sffective In the current ysar-

1) [AS1 (ravised), 'Presantstion of financal stetemants’. The revsed standerd prohlblte the pressntation of lisme
of Income and expenses (thet Is, 'nonowner changes In equlty) In the statement of changes In equity It
requires non-owmer changes In equity to be presented separataly from owner changea In equity Al non-
ownar changes in squity am required to ba shawn in B parformance staement, but anliies can chosse
whether o present cne performance ststemant (the stetsment of comprshanshe Income) or two statemants
{the Income statement and statement of comprehenslve Income) Whems entifes mestate or reciassify
comparative Information, they ane required to present a resteted statement of finandal position as at he
baginning of the comparative paried, in addilion to the qui t i present statsmants of financial
ponitian at the snd of the curment period and the comparative pedod.

The Modaraba hes applled AS 1 (revised) from July 1, 2009 and has chosen o present al non-owner
changes In equity In a separate statement of comprehenalve Income along with the Income statsment
{referred 1o as profit end |oss account in thess financial stalaments). As & result the non-ownee changes in
equlty which wera previously raquirad o be credied directly In the statement of changes In equlty are now
shown as other comprehensive Income In the performance stalement (referred ko as the stalement of
comprehenaive Income In these financlal statements). Comparative Information has been re-presented so
thet it is alo in conformily with the revised standard, As the change in accounfing palicy only impacis
presantation aspect, thera Is ne Impact on eamings per certificate.

b} |FRS 8, 'Operating segments’ bocame effectiva for annual periods beginning on or after January 1, 2009, (FRS
B raplacss |AS 14, 'Segment reporting’. The new standard requires 8 'management approach’, under which
segmant information is presented on the same basic as that used for inbwmal repading purpokes. The
segment Imommeation |s, therefore, mporied In & manner that |s mom conslstent with the Intemal reporting
prendded to the chisf operating decislon-maker.

The adopiion of the abows siandard doss not hawe any significant sffect on ihe Modaraba's financial
stetements other Bian coriin increesed disclosures. Furthermore, the adoption of this standerd hes neifiee

any Impact on earmnings per certificate nor does It require the restatement or recassification of comparative
Infarmation.

¢} [FRS 7 (amendment) 'Financial Instrumente: Disclogures’. The amendment requires enhanced disciosures
about fair valus measuremant and liquidity risk. In pariicular, the amandment requinse disclesure of fsir walus
messurements by [evel of & falr walue massurement hiemrchy, The adopion of e amendment reaults In
addiional disclosunes as given In note 34 4 1o these financlal statements, but does not haw an Impact on the
Modaraba's financial postion o performance,
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NOTES TOAND FORMING PART OF THE FINANCIAL STATEMENTS C\ IE’_[
FORTHE YEAR.ENDED JUNE 30, 2010 -

23 Oiher standards, interpreintions and amendmerts to publivhed approved sccounting stenderds that are
affactive In the current year

Tha following new standards and amendmants (o sxsling standards have bsen published and ars mandatory for
the firet ime for the finenclal ysar beginning July1, 2008 :

1) |AS 39 {Amendment), 'Anancial Instruments: Recognifon and measurement’, The amendment was part of
ihe |ASB's annual Imprevements project published In May 2003, The definition of financial assst or financial

e — linbility ot fair wilus through profit or loss as it relates o tems thet sre hald for treding was amendsd. This
*’T clariflea that a financial asset or (lekllky that Is pert of a porifolle of financlal Instuments managed together
s 4 with evidence of an aciusl recent pattem of short-term profit taking Is Included In such a porifollo on inttial
=’ \ 4 = recognition. The adoption of the amendment did not have anyImpact on the Modaraba's financlal statements.
b) A8 32 (Amendment), ‘Finencial inetrumendts: Presentation’, and |AS 1 (amandment), ‘Pressnietion of finencisl
stalements — Puttable financial Instruments and obligations arsing on |Iquidation”. The amended standams
- ! o require entities to clasaly puttable financlal Instruments, or components of Instruments that Impoese on the
=] AT wntity an obligation to daliver b ancther party a pro rata share of the net asssts of the antity only on |ijuidaSisn
L \ as aquity, provided the finenclal Ietruments hewve particuler festures and meet specific condlone, Including
h 4 that all financlal Inskuments In the class of Instuments that Is subordinate to all other Inskruments -have
— Idantical features. One of the particular features s thet apart from the coniractual obligation for the Issuer to
repurchase or redesm the instrument for cash or ancther finencial assst, the instrument dose not includs any
contraciusl obligation to dalher cash or enother finenclsl sssst I encther entity The adopion of the
. i amandment did not heve anylmpact on the Modaraba's financlal statements.
- | =
y N ¢ A3 19 {Amendment), 'Employss bensfiis’ (sffective from January 1, 2008},
w
=V o -  Ths amendmant clarifies thet » plan amendment thet meulls in a change in the exent o which banshit
= == pomises ame effected by future salary Increases |3 a curallment, while an amandment thet changes
benefits atiributable to past service gives riee to a negative past service costif it results In a reduction In
the presant valua of tha defined bansitt obligation.
- A

‘,-’\\_.\, - The definion of mium on plan sessets haw bsen amended o state that plan adminlsimtion costs are
| / deducted In the calculstion of returmn on plan asssts only to the exent that such costs have been exgiuded
from measurement of the defined benetit abligation,

= The distinciion bstwesen short tsem snd |ong term smpioyes benafit will bs beasd on whethsr bensfils are
due o be settied within or after 12 momths of employes sendce being mndenad,

- |AS 37, "Provislons, confingent |labliies and contingent assefs’, requires contingent (iablities o be
disclosed, not recagnined. |AS 19 has bean ded o ba ishant. Prewviously [AS 19 required an

sntity & recognies cortain confingent labliies In respact of mul-empleyar plean, Now an antty is required
onlyto disclose IMomation about some contingent [labllides.

This amendmant doas not have any significant Impact oh the Modaraba's financlal stataments.

=’ d} 1AS 36 (Amandment), ‘mpaiment of Asseis’' (affective from Januery 1, 2008). As par the new requiremants,
|| whem fak valus 253 costs 1o sell s calculated on the baesls of discounded cash flows, discloaunes equivalent
to those for welue-In-use calculation should be made. Adoption of the amendment did not have any effecton
they Modaraba's financial statements

#) |AS 38 (Amendment), ‘Intenghie Assets’ (effective from Januery 1, 2008), The emendex standard states thata
prepayment mayonly be recognised In the event that payment has been made In advance of obtalning right of
access o goods o recelpt of services. Adopiion of the amendment did not have any effact on the Modaraba's
financin sintements.

f) [AS 23 (Amendmant), 'Borrowing Coste' (effective from Januery 1, 2008). This starclard requires an entty to
capitallse bomowing costs directy attributable fo the acquisiion, construction or production of a qualiing
agest {one that taless a substantial period of time fo gat ready for uss or sale) a8 part of the cost of that assst.
The oplion of immadintsly sspensing those bormowing coste hes bsen remowed. Further, the definition of

| bomowing cost has bean amended so that Inkerest expense Is calculated wsing the effectve Interest method

- definad In |AS 38, Financlal Insliuments: Recognition and Meaaurement'. Adoplion of thia amendment did not

; have any sffect on the Modaraba's financlal statements.

There are gther Inerpretations that were mandatery for the Modaraba's sccounting periods beginning on or after
July 1, 2009 baut were considered not fo be nslevant or did not have any significant effact on the Modaraba's
operations and are therefone not disclosed In thess finandal statements,

b
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24  Standurds, interpretations and smendments to published approved sccounting standards that e not yet
sffective

The following standards, amendmants and Interpretations to exsting standards have been published and are
mandatory for the Modaraba's aceounting pariod beginning on or after July 1, 2010:

= IFRS 8 (Amendmani}, ‘Opemating segmenta’ (effective from Jaruary 1, 2010). Thers is & minpr amendmant to
the standand io clarfy that an enilty Is required to discloss 8 messure of segment essets only If thet measure
18 regulary reported to the chief operating decialon maker. The amendment I8 not expacted to have any Impact
ot the Modaraba's financlal statemeants.

-  |AS 1 {Amendment), 'Presentation of finenclel stetsments’ (sffective January 1, 2010). The smandment s part
ofthe |ASE"s annual Improvements project published In Aprd| 2008, The amendment provides clarficetion thet
the potential settiement of a (labllty by the lasue of equity Is not relevant to Its ciaasification as cument ornon
curent Byamanding the definition of cument lisbility, the amendment pamits & liability to be cassifisd as non-
curment (provided thet the eniity hes an unconditional right to defar settiament by tranefsr of cash or other
assets for at eest 12 months after the accounting period) notwlthstanding the fact that the entlty could be
required by the countarparty to settle In shares atany ime. |t Is not expected to havwe a matarlal Impact on the
Campany's financial stalsments.

- A3 7 (Amendment), Statement of Camh Flows’ (affoctive from January 1, 2010), The amendment mquirss thet
only expenditures that result In a recognised asaet In he stetement of inanclal position can be classified as
Investing activies, The amendmant Is ot expectsd to have any Impact on the Modaraba's financial

= |A8 17 (Amardment), ‘Leases’ {sffachve from January 1, 2010). The amandment has delated the specific
gukdance regarding claselfication of lcawes of land, »o a9 kb eliminet Inconsletency with the general
gukdance on |ease classificaion. As a resull, eases of land should he classified as either finance or
operafing using the general principles of IAS 17 The amendment 8 not expaciad v have any impact on the
Moderabe's financisl sixamsnis,

- A% 18 {Amendment) Rewnue’ (effective from Januery 1, 2010) The amerkiment provides addiional
guidance regarding the detsrmination as to whether an ety Is acling as & principal or an agent The
amsndment ls not expecied to have any Impact on the Modaraba's financlal statemants,

= |AS 24 Raluted PartyDisclosures” (Renised) (effecive from January 1, 2011). The revisad standeed simplifiss
the disclosune requirements for gowemment-related emtities and clarfies the definiion of a miated party.

=  |AS 36 (Amendment), '|mpalment of Assets’ (sffecttve from January 1, 2010}, The amendment clarifles that the
|argeet cagh generating unit {or group of units) to which goodwl| should be allocatad for the purpeses of
impaiment testing i3 an opamting ssgment. Tha dment is not wpectsd to hme any impect on the
WModeraba's financlal etaternente.

= |AS 38 (Amendmaent), ‘nlangile assets’ {effeclive from January 1, 2010}, The amendment clarifles the
descripon of valuation lechniques commonly used by entiles when measuring the falr valus of Intanglbls
assets mcquired in # business combinmtion thet ams not tmded in active market The smendment is not
expected to have any Impact on the Modearaba's finandal statements.

Thens are cadtain ofher new standands, amendments and Interpreialions that are mandatory for the Modaraba's
accouniing. pafode beginning on or afiar July 1, 2010 but are consldarsd not to be melsvent or v have any
significant effect an the Modemba's opemtions sand ame themsfore not detailed in these finencial skstements.

245  Applicabllity of intermational Accounting Standard 17 'Laases”

SECP wde Its circular No. 10 of 2004 dated February 13, 2004 has deferred, Hill further orders, the applicablity of
Intsmational Accounting Standard {IAS] 17 "Leases” on Modammbae with effact from July 1, 2003 and acvisad the
mansgamant compeniss of Modarsbas thet they may confinus b prepere the finendal stetsments of the
Modarabas without apphing ®he requirements ofthe sakd AS to the Modarabas, Howewvar, the equirements of the
above AS were consldered forthe pupose of preparation of these finandal statementa upio June 30, 2008. From
July 1, 2008 all new leases are baing sccouniad for in jance with the requi e of IFAS 2 &s axplained in
nois 27. As nllowsd bythe SECP, lsemen which woms accouniad for ae finance lsess In accondance with 145 17
June 30, 2008 continue to be accounted for as finance (eases,

26 Islamic Anancial Accounting Standard -1

During the ysar andad Juns 30, 2005, the Securitiss and Exchangs Commission of Paldstan nofified the |slamie
Ananclal Accounting Stendard 1 lssued by the Inetlie of Charered Accountants of Pelkdsien relefing to
accouning for Murabasha tmnsacton underaken by e bank ! financlal Instiution, effective for finenclal perlods
beginning on or after January 1, 2006, The Modaraba adopisd this standard effective from July 1, 2006,

23
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. ‘ i 27 lalamic Anancial Accounting Standard -2
o , =
;_"-‘.-\ During the year anded June 30, 2008, |slamle Financial Accounting Standand 2 ‘|Jarai’ was |ssusd by the (natituts
w of Cherinred Accountents of Pekistan which wea notified by the Securities #nd Exchenge Commission of Pakisten
<4, "/ = vide SRO 431(1Y 2007, Urder the abowa (FAS 2, the '||erah’ transactions ame accounted for In the following manner;
- —

- MuJIr {lessore) shall present the assets subject o Jarah In their balance shest according o the nature of the
asset, disfingulshed from the assets In own use.

- Cosie, including dapracistion on the sswels given on |jareh, incumed in esming the [ersh incoms shall be
recogntzed as an axpense.

- |larah Income shall ba recognized In Income on an accrual basls as and when the rental becomes due,
unless another syssmalic basis is more reprasentalive of the time pattern in which the  benafit of the use
derived from the lsesed ansst ls diminlshed.

- SECP,Vde Its [ether No. SC/ M RWI SCM/2009 dated March 9, 2009, allowed that In case of Modarabas, FAS-
2 ahal be applied for |jarah transactions executed on or aftar July 1, 2008,

Consequenty, in preparation of these fimanciel statsments the Modanaha hes sccountsd fir |essing fransncians
emculed before July 1, 2008 am finance leazen conskstent with prior yeam e has tesled the leasing
transactions executed on or after July 1, 2008 In accordance wih the requirements of FAS 2,

28  Accounting eonvantion

These finencisl staments hevs bean preparad under the historical cost comention exmept that imestmeants
classified as finandal assets 'at fak value through profit or (cas' or 'avallable for sale' have been merked to market
arxd certain staff retirement benefiis ane carred at present value of defined beneft obligation.

28  Functional and pressntation cumency
Thase financial stismants are prassentsd in Pak Rupsas, which is tha Modamba's funclions| surmansy.

240 Critical sccounting estimates and judgments

The preparation of financial stalements in conformity with epproved accounting stendamis nequines managem ent
to make sstimates and assumplions that affect the reported amounts of assele and |lablitles, Income and
wpenses. [t nlan raquires managsment o sesrcise judgmant in application of e Modersbe'’s accaunting palicies.
The estimates and assoclated assumptions are based on hiskrical experdenca and various other faciors thet are
belleved to be reasonable under the clrcumsiances. These estimates and assumptions are revewed on an
onhgoing basia Revslons b accounting eatimates are recognised In the pafed In which the astimate ls revisad IT
tha revision sffects only thet pariod, or in the perdod of revision and flure paricds if the revision affecis both the
cument and fulure perlods,

Significant accounting estimates and areas where Judgments were made by management In the application of
actounting poliles are disciosed In note 40 to thess financlal statsments.

3 BUNMARY OF SIGNIFCANT ACCOUNTING POLICIES
The significant accounting policles applled In the preparafion of these financlal stelements are set out below,
These policles hawe been conslatently applied b all the years preaentad except as explained In note 2.2 ko hese
financial statsmwnts.

31 Cash and caeh equivaients

Gash and cash equivalents are camled In the balance shest atcost, For the purpose of cash flow stetament, cash
and cash equhalens comprige cash In hand and balances with banks on cument and depoalt accounts,

32 Fnencisl assais
321 Clawsification

The Modaraba classiles Its financial asssts In accordance with the requinements of Intemational Accounting
Standard 39 (|AS 38) Ananclal Instruments: Recognition and Measuremaent In the following categories: at fakr value
through profitor loes, oans and mesiebles, hald b maturity and aveilable for sale. The classification depends on
the purpoes for which the financlal assets were acquired. Manegement detsrmines the cimesification of le
financial assets at Inftial recognition and re-evaluates this ciassification on a negular basis,

.
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u)] At fair walue through profit or loss

Finenclal asests that ame acquired princlpally for the purpose of genemating profit from short-term fluctuations In
prices are classiied as financlal assels at fair value through profit or lose" category, The financial assets ciassified as
atfairvalus through profit or |ess Included imestmants In isied squity securlies which wera disposed off during the year,

b Losne snd recelmbles

These are non-derwaitve financial assets with fied or delerminable peymemnts thet are not quoted In an actve
market. The financial assets Included In (oans and recahables classification are cash and bank balances,
Murabaha finance, Musharaka finance , Modaraba finance, Diminishing Musharaka finance, net Investment In
finmnce |swss and adh deposits, prapayments and other ivabl

c] Held to maturity

These are Investments with Ted or determinable payments and fied maturity with the Modaraba having peaitive
Iriant and abliityto hold & maturty. Investments In sukuk cerificates have been classifisd as heid to maturity.

d} Avallable for sale financlul esssts

Flnanclal assets Immended to be held for an Indefinite perdod of ime, which maybe seid In respanss to needs for
ligguakdity or changes In equity prices, are classifled as "avaliable for sale’. Avallable for sale financlal Instruments
ara those non-derivative finandal asseis that are designabed as avallable for sals or are not clascelfied as (a) loans
and recehablas (b} held to medurity (c) financlal aesste &t falr wius through profit or loes. The finenclal assals
classified as "avallable for sale' Include Investments In llsted equliy securities,

322 Initial recognition and measuremant

Financial assals ar initially reeognised at fair value plus transaction costs except for inancial assets cared at fair
walue through profit or loss, Anancial assets carried at falr value through profit ar [oss are Inlally recognised at falr
value and iransaction costs assoclated with these financlal assets are taken directyto the profit and (0ss account,

223 Subesquant maasurement
Subsequent b initisl recognition, inansal asssts s wiuad s follows:
s] ‘Fnanclal seset at fak value through profit or loss’ & "svallable for sals’

The Investment In listed equlty securites are marked fo market using the closing market rates and are camled on
tha balance sheet at talr valus.

Grina and |ossas erging from the differsnce betwesn the camying smount and the walus defsrmined in
accomdance with the criterla mentioned above in respect of financlal assets at falr value through profit or loes are
takan to the Income statemant

Net gaine and lossas arging from the excass of valus determined In accordancs with the above mentionad criteria
ower e camying amount in mepect of ‘mwilable for sple’ financin| assets mre recognised in pther comprahsne ive
Incomes untll the ‘avallable forsale’ Investment In derecognised. At this ime, the cumulative galn or loss previously
recognisad In other comprehensive Income le ransfemed ko e profitand loss actount. Prevous|y, net gains and
|osses arging on changes In falr value of 'avallable forsale’ financlal assats wens taken dirscty to the statemeant of
chenges in equity until the ‘awilgble for sale’ financial sasels were derscognised or impeired st which tima the
cumulative galn or loss recognised In the siatement of changes In eqully was transfemed to the profit and |oss
account.

B Lowns s recelvabies’ & 'haid to maherity’
Logne and ecehabliss and hald o maturily finencial asssts ame camed ot amortived cost
324 Regularwaycontracts

All purchases and sales of sacurities that require dellverywiihin the time frame established by regulation or market
comvention such ag T+2' purchasss and calss aw moogniced at the trmds dats, Trads dates is the dats on which
the Medamba commits to purchase oreoll the assals,

335 mpalrment

The managemant assesass at sach balance sheet date whether there Iz objective eidence that the finandal
nasat or B group of finsncial assste is impaisd,
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‘ I} Fnanclal asests caried at smertived cost

= -

= A = For |cans and recehables, a provision for Impalment I8 established when there |8 objective evidence that the

4 : f{'.‘- Modaraba will not be able to collsct all amounts due according to the original bsme.
\

T Far financial awssts cariad at amortinad cont, the smount of the Iose is messured ss the difersnce batween the
assel's camying amount and the present value of estimated future cash flows (exciuding future cradit losses that
have not been Incurred) discounted at the financial assefs original effective Inwrest rate. The assefs camying

=y S amaount i& reducad and the amaount of the l08s is recognisad in the profit and |oss account

- —

[fa loan or held-to-maturity Inwestment has a varlabls Insrest raw, the discount rate for measurng any Impalment
los® I8 the current effective Interest rate determined under the coniract.

If, In @ subsequent parod, the amount of the Impalment (ces d and the d can be relatsd
chisclively to an evant occuming sfter the imprirment wes recognised (wuch an an improvement in. tha debior's
cradlit rating), the reversal of the previous ly recognised Impalrment loss Is recognised In the profit and loss account,

. .‘J{!\ H} Fnancial asasts classified as ‘avallabls for sake’

i In ths case of squity securitiss clessifisd as ‘mwilable foraale’, a significant or pmlonged deciing in the fair walus of
- the securlly below e cost ls considered as an Indicator that the securies are Impalred. |f any such svidence
adsts for ‘evallable for sale' financlal assais, he cumulative Icas-measured as the difference bebween the

scquisition cost and the cument falr valus, lese any Impalmient loae on that financlal asset prevous!y recogrised

— in profit or loss - is mclessified from squity and recognised in the profit and loss sccount impaimant lossas
_;‘.'l'-‘-. recagnized on equityInstruments are not reversed through profit and loss.
h v 326 Derecognition
= W Finurwinl ssssis are derecognisad when e rights i recaive cash fiows from the financinl assst heve sopired or
have bean traneferred and the Modaraba has transfemed substantiallyall the deks and rewards of ownership
== 327 Offsetting of financial assets and liabliites

y e Financinl assais and financial lisbilitiss are offset and the nat amount is repariad in the Stetement of Assabs and
b Liabliisa when there |s a |agaily enforceable rght to est off the recogniesd amounts and thera |s a Intentien &
saltls on a net basls, or neallss the asssts and settie the [tablities simultaneous ly.

328 Financial llabillfes

Al financial lehilss are meognised atthe ime when the Modamba bocomes a parly to the comtractual provsions
of the Instrument. They are Inltlally recognieed at falr value and subsequenty stated at amorised cost,

Afinanclal lablilly s derecognizad when the obligation undar the lablityls dischanged or cance led or expined.
329 HNetinvestment In Anance leuse

Leasing transactions entsred Imo by the Modaraba prior to July 1, 2008 whereby assels are provided under
leasing arrangemants ars included In the financlal statementz as "Net Iwesiment In finance lease® at an amount
srunl i the prasent walus of the leass paym e, inluding estimaisd residosl wilue, Unsemed income i e, sxcess
of aggregaia remtals over the cost of the asset | reconded at the Inception of the |jarah and I amorised ovar tha
term of the ljarah so 8s %o produce a constant rate of retum on net invesiment In ljarah. Allowance for non-
periorming leases are made In accordance with the Prudential Reguiations for Modarabas Issusd by SECP and Is
churged to the profit and loss account currently.

32.10 Recelvable from tsrminated / matured contracts
Theae are stated net of Impalrment logs. Impalment (o8s Is recognised for doubtiul recehvables on the basls of
Prudantial Regulstions for Modarabes issusd byths SECP. Bad debis are writlen off when idertified.
3211 Laass rantals , murabaha finances, musharaia finanoe, diminishing musharaka finance and modaraba finance
Lease rentals, murabsha finance, musheraka finance, diminishing musharaka finance and modaraba finance

rocehmblse are stated net of provislone and mumpenss Income, Pmnvinlon s recognivad for lssse enials
recehvables, In accordance with Prudentlal Regulations for Modaraba, Bad debls are written off as and when ldentifled,
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331
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333

334

336

34
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Fixed aasets - Tanglble
Owned ssssls

Assets are stated at cost less accumulated deprecialion, Cost Includes expenditure that |s directly attributable o
the acquisition of e llems. Subsequent cosle are Included In the assets’ caming amount or necognised as &
saparats assst, as appropriate, onlywhsn Itls probable that futurs economic bensfits assoclated with the leem will
fiow ko the Modembe and the cost of the itsm can be massurad reliebly, Al other repsi and mainkenance am
charged to the profit and |cas account during the perlod In which they are Incumad,

Depraciation |z charged to Income appiying the stralght-ine method In accordance with the ratss specified In rote
18 o theas finencial skstements, whemsby the cost of an ssset i wiitten-off over its ewtimated ussful e afler teking
Into account resldual value, If any, The residual walues, useful Ives and depreclation method are reviewed and
adjustad, as appropriate, at each balance sheet daie. Deprecletion Is charged on addiions from the menth the
nesetls avalable for uss and on disposals up to the month praceding the month of disposal,

Repals and malnbenance are charged bo Income as and when Incumed,
||mrah sssnis

Leased aseets are stabed &t cost less accumulated depmciation, Depreclation Is charged o Income apphing the
giraight line method wheneby e cost of an assat (ess sahvage value I8 writhen off over the |eaae perod, which Is
contiderad in be the astimaied usalul (ife of the assel In mspect of additions and dispesals during the year,
depraciation s chamed on monthly banls from the dets of commencement of lssss. While no depraciation Is
charged In the month of maturity / term|nation,

Gain or loss on disposal
Gaing { lozses on disposa) of fixed assets / ljarah asmets ane taken to the profit and Ioes account curment'y.
Impalrment

Thie camdng values of assets are revewsd for Impalment when events or changes |n clrcumstances Indicate that
the camying value may not be recoverable. If any such indication exists and whare the camying values excesd the
sslimaled rmeowsrable amount, the assats or cash-genarating unils are wiittsn down to their recoverable amount.

Intangble assste

Inngible asssts heving a findls useful lifs are staind af cost |sas Becumulaisd amontisation and accumulatsd
Impalment losses, If any. Subsequent costs ame Included in the amsets caming amount or recognived as a
separate asaet, as appmopriate, anly where It Is probable that the future economic benefits assocated with the
assel Wil flow to the Modaraba and the cost of the Item can be measured rellably. Amoriisation ls charged o
intoma using the skaight line method in accondencs with the rates spacified in nols 16 o thess financal
statoments after taking Inke account resldual wiue, If any, The residual waluee, useful vee and amorisaton
method are revewed and adfuated, as approprate, ateach balance shest date. Amorlisation Is charged from the
month the asset |8 avallable for use while Inthe case of agseis disposed of, Itle charged 1l the month praceding the
month of disposal,

|ntanglble assets haevng an Indefinlte useful (fe are stated at cost less accumulated Impalment (ossas, If any.
These assets are not amortised as theyare expacted to have an Indefintia | fe and are marietable.

Gain ard loas on dispossl of intangible aasets, if any, are taken to the profit and loes account.
Loans, advancas amd other recalvakies

These sre sinind ot cost loes esfmaies mads for doubthul receivebles tessd on e review of all outetanding
amounts at the balance sheet date. Balances consldered bad and Imecoverable are written off when |dentified.

Tartion
Current

Prevdslen for cument teceation ls basad on taxabla Income for the year at the current miss of toation after taking Into
account applicable tax cradite, mbates and ecsmplions mallabla, if any.

)

G
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The Incoma of nondrading modambes ls sxempt from tax subject o the condltion thet not (seas than ninsty per cant
of its total profits In the year a= reduced by the amount transfermed to 8 mandatory resene, requirad under the
proviaions of the Modaraba Companles and Modaraba (Floatation and Control) Ordinance, 1880 (0KX of 1880)
are distribuled amongst the sharsholders, The Modaraba has decided io conlinue svailing the tax sxamption and
hence no provision haa been made In thess finenclal stetements for tex leblity in the current yeer,

3532 Deferred

Defermd tax s recognived using the balence shest lablly method, on all temporary diffe arlsing bet

the tax bases of assets and labliles and thelr caming amounts appearing In the finandal statemants Defermed
tax lability |2 recogriaed for all tavable temporary diferences. Defermed tax asset Iz recognised for all deductible
amporary differances to the sxent that it is probable that the smporary difisrsnces will s in the futums and
twable Income will be anvallable sgelnet which the tempomry differences can be utlilsed,

The caming amount of deferred taxasset Is reiewed ateach balance sheet date and reduced to the esdent that it
i no [onger probable that sufficient tiable profit wil ba evailable to allow all or part of the deferred taxassst o be
utillwad,

Deforrad taxasset and (labllly Is measured at the tacrate thatls expached to apply io the parlod when the aaset |s
realizad or the liability is settisd, based on taxmiss that hae been anacksd or subsiantinlly enscted by the balance
sheet date, Howover, the Modaraba haw not recopnized any emount In respect of deferred tax In these financlal
statements as the Modaraba Intends to comtinue avalling the tax exsmption In fulune years by distribuling at least
90% of Its profits as reduced by fransfar to mandatory reserve, fo lis certificate holders everyyear,

3.8 Creditors, sccrusd and other llabllities
Thesa are camed at cost, which I8 the falr value of the consldaration to be pald In the future for goods and serdcas .
381 Provislons
Provialons are recognized when the Modaraba has a present lagal or consiructive obligation as a result of past
ewants, and it is probeble that an putfiow of meources smbodying sconomic benafits will ba requind o saitls the

obligation and a rellable sstimate of the amount can be made, Provislons are reviewsd ateach balance sheet daks
and adjusted bo reflect the cument best sstimates

382 Steff retiroment banofits
Unfundad gratuity schame

The Madsmbs oparates an unfunded gratuity schame fior sl aligibls smployses who hews complaisd the minimum
qualliing perlod of service, Annual contlbutions are mads to the fund on the basle of actuerlal mcommendations.
The actuarial wvalustions ane camed out using The Projected Unk Credit method. Cumulative net unrecognised
acluarial galns and losses at the end of the previous year which excsed 10% of fha higher of the present walue of
the Modemba's gretuity obiigeaiion end the fair valus of the Moderabe's assets ar amorsed owar tha expecsd
avamage remaining working |hes of the employess,

3.7  Roverus recogniion

371 Fnance Lease

\ The Modaraba foliows the finance meathod for mcognising Income on Finance |ease. Under this method the
s’ unsamed income is. bhe sxcess of sggregein lease reniels (including residual valus) over the net imestmant
- {cost of finance leape) oulstanding le defermed and then amorised ower the term of the esse, o as to produce &
conslant perdodic rate of relum on net Inestment In the (sass. Documentation charges, frontend fee and other
lsase Income are necognizad as Income on recelpt basis.

372 larsh

Inceme on [jarah ls recagnisad on an acerual basis, In case of ljarah amangements with staggered nrentals, the
income is recognised on m stmight line bexis over the ijarh tarm.

373 Non-performing ljarah / finance laass

Unreplisad income in respect of non-parforming ijameh finence is held in suspense account, whers neceasary, in
— accordance with the requirements of Prudeniial Regulations for Modarabes lssued bythe SECP,
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374

375

378

317

378

49

a2

43

51

Husharsks Anance

Prafit on Mushemka arengements is racognised on the bassis of the projected rais of profit The effect of
aduetments, If any, between actual e and projecied mie of profit la accountad for at the end of the traneaction
after determination of the actual rate.

Eurabehe Rnence

The Modaraba foliows the finance method In recognising Income on murabaha finance. Under this method the
unsamed Income e, the excess of aggregate murabaha Installmants over the costof he assat under murabaha
facility is defarmsd and then amartisad over the s of the mumbshs, so as © produce s constant mis of retum on
murabaha finance. Documentation cherges, front-emnd fee arx other murabaha Income am recognived as Income
on & receipt basls,

boderasbe FAnance

Profit on modaraba finance Is recognised on the basis of pre-agreed profit / loes sharing ratio when actual gain /
lags on fransaction ls compuled upon temination 7 com pletion of transaction.

Dividend Income
Dividend Income |5 recognised when the Modaraba's right to recaive the dhidend s established.
Proposed profit distribution to cartificate holder

Profit distribution to certificate holders Is recognised as a [lablityin the period In which such distibution Is announcad

Nota 2010 2009

CASH AND BANK BALANCES (Ruposs}

With banks in curment accounts 42 456,812 485,233
With banks In deposht account 41&42 17585875 $8,119,8438
With Stase Bank of Pakistan 15,268 12,012
Cash In hand 12,702 2425
Redsmption fund for Corfficate of Mushrmke 16,162,870 14,113,768
Tem deposits recsipte 43 25,000,000 15000000
Stamp Papers 1,860 1,100

59,225 487 128,714,414
These deposlls accounts camy profit at retes ranging from 6% o 12.3% (2009: 5.15% to 16 5%).

Balances with banks intluds an smount of Rs 33,870,023 (2009: Rs 35,503,140) held with KASB Bank Limited
which Is a related party, The deposit accounts with relaied party cany profit at a e of 5% to 12% (2008; 12% e 14%).

Term Deposit recaipts Include an amount of Re NIl (2008 Re 10,000,000) held with KASB Bank Limibed which Is a
reletsd party. The deposit receipts with reletsd parly carry profit st & rete of Nil (2009: 18% o 18%). Othar deposit
recaipts camy profit at retes 12.30% (2009: 14.5% to 18%).

Mote 2010 2008

INVESTMENTS {Ruposs}
Short-term Inveatmants
Fnanclal sesets 'ut falr walue through profit end loss’ - held for treding

- Equily securities - |leted 511 - 2,298,334
Avallable for sale

- Equilysacuriiies - Izted 612 8,797,140 -
Hald to maturity

Current partion of Sukuk Bonds - unlished 52 8500 1,860,000

8,805 840 4,256,334

|~
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511 Financial aseels ‘at falr value through profit end loss” - held for trading
T P
o’ A — Equity securities - | lated
.
b .-.f-\ i of o s e k30, 30
[ 4 a e o roveste wEpenTy ey | |y RS
W em | T e MY i ks
yomr e paas
Fully pall oo iwary shusss of Ria 18 usch anlsan stered stharvise
=)=
} Orescant Juts Procsty Linited 1021 . e .
% '?/ Engro Corpantion Limbed Wa0  easar Toom -
= Y — Lofte Pukigien FTA LimSel Topm 7000 -
Lot ~—— Padatan Ol LinRad 8000 R000 -
Pabistan Petroisan Lim el MO0 ety
Bl Donim Indutriss Limibed ew - Y] o
8al Moriham Gae Pisiioss Limisd 8000 K000 -
Total llated SGuRy sacurllise -
542 Avallable for sale
Equity securities - |lsted
e i of hares Amm 30 BT
b— — Prahaess i  wity
- ) ~= o o s RO Aottty Bonm? hostlenato, |
& | i [T | s
— V = Fulhy pd oo imary shans of Ria 18 noch anlma statsd mherwiss
=
Engra Govporation Limie =em B0 AT ARG L
Faull Faul|buse Corpany Linivsd 20 Roan a0 ol 144 0
— — Loa Pukisten PTA Limbad - T = - oo R L] 117800
;"4_\ Pakistan Patroisars Linstisd 00 Moe0  EATEEYT  RAMA3GC L]
4—\ ? Totul [intnd exuity ascurline 104RALE BTN 40 R
v
52 Long-term Investment
Held to muturity
Sukuk bonds - unlisted
Himser of narfiontes ol
Pardhues. | Baiow
[T it ity At Jara Profil } mark up rete Baimncn ne o | Bl
[y ) ‘"‘;" ‘"‘;" - o B, D00 | dums B, EDOG
Kohat Oamant O sany Linited mate B21 2000 2000 4125 M KIBOH « 180%) A0R0000 RES0DG
f J Msgpin L ¥ ERw 200a A500  TREFE CHM KON « 1500 SR 008
Rlagis Lisa? Gurmont Paobery Linknd - ™ - T8 LR G NIBCH « 100% 00
Total Subuk Bawds MIBOTH0 16084,500
~F Lias: Casvaat porian of muink bhards EENEG (et
e MR 17800
521 Termws of restructuring
! Kohat Cement Company Limited (KCCL) dalayed the mark up payment dus an Dscember 20, 2008 by approxdmatsly 2
ke monthe and also defaulbed in the payment of principal due on Decembaer 20, 2008. The prindpal duws as par ofiginal
terms was pald in March 2009. The tarme of repayment wens restructured / renegotiated In Aprdil, 2008, As per
restructured terms the nest maturity of Rs. 680,000 (Rs. 340 per certificate) was due on Decamber 20, 2008 but it had
already been pald to the Modaraba In March, 2008. The terms of repayment wene further rensgotisted on December
30, 2009 whereby the next redemption date has been delayed Ul September, 2012, Accordingly, Rs. 1,980,000 has
L. been transfermed from cument meturtty ¥ [ong-term maturlly. The mark-up rebe has been changed from & maonths
P KIBOR + 1.8% to 3 months KIBOR + 1.8%,

wn
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522 During the cument pericd Maple Leaf Cement Faclory Limited has defaulted In the payment of mark-up due on *
Decembar 3, 2009, The terms of repayment were restructured / renegofiated on March 30, 2010, As part of eV =
restructuring amengement, the profit mdem ption of Rs 744 542 dus on Decambeyr 3, 2008 was paid b Modamba ,--‘\\
on Apr| 2, 2010 after deduction of certaln expenses, Further as agreed by cerificals ho/ders to ease the |kuldity o
problem faced by MLCFL, Sukuk || was lssuad by MLCFL. The Modaraba's share In the above lssue amounts o Rs o \;/ L«
375,000, The markup rats has been changsd from 6 monthe KIBOR + 1.7% ko 3 monthe KIBOR + 1%, Az a matbsr > ~—=
of prudance no mark-up hiss basn accrusd on tha original sukuk, ‘
MNode 210 200% 2008 [
{Pupeas) T y I__I ~
] MURABAHA ANANCE Rastated Ruwbatmed <'1 4
Murabaha finance - gross a1 | 362,581,002 ‘ ‘ 70,777,104 | 20,231,001 ‘ = ! =
Less: provislon for non-performing assefs - - -
382,561,002 70,777,104 2023100
Murabaha firances - dus afler one yeer 4 057 067 8,198,373 -
Currant portion of Murabaha finencs - gross 358,503,935 82,580,711 20,231,001
Lens; o
Unsamed finance Incoms | 11210888 ‘ ‘ 6,884,138 | | 1,216,626 ‘ i
Due after one year 57,0687 186,373 - . =
Currant portion of unasrmesd financa income 11,153,821 6,587,765 1216626 ’
Curmant porfion of Murabaha finencs - net 347,350,114 55 882,066 18,014,375 ) 5
A
81 The profit ates on these murabaha amangements range from 14.5% to 20% (2009: 14.5% to 18%) The financing y \_\\
Is secured by way of post dated cheques amounting tv Rs 186,687,770, Murabaha amangements are secunsd h 4
agalrat hypothecation of assals, parsonal guarantses and promissory notss. = Y =]
2018 2000
7 MODARABA FINANCE {Rupees}
= -
Modaraba finance 164440342 _ 20774248 AT
4000
'

Tha Modaraba has provided funds under modemba armangsmentt on profit and loss sharing basis b wrious L 4
eniities, The profit/ loss |8 o be shared In pre-agreed ratios, On terminetion date, the accounts of the modaraba
shall ba drawn up In accordance with the accepied accounting principles and the profit/ lces If any shall be worked
out and pald In proportion specified. Modaraba arrangements are secured against hypothecation of assets,
personal guarntsss mrd promissary nates

2018 2009
8 MUSHARAKA FINANCE {Fapesa)
Musharaka recatables ‘ 84,373 662 | 40,234,399 -
Provision for non-performing aasets (640,000) {640,000}

B3,533,8682 36,504,229
Musharaks finance - due after one year - -
Cusrant porien of Musharaka Financs 83,633 BE2 30,504 329

81  The Moderaba has provided funde under Mushameks srmangamaents for working capltal requirements on profitand
|oss sharng basls, Expeciad rate of profit ranges from 16.76% to 18.00% {200%; 16.28% to 18.3%) per annum. All
musharaka amangemesnts are secured against hypothecation of asseis, personal guarantess and promissory
neles, The financing is also securad bywayal payorders and post daiad chaques amouniing to Rs 57,568,029,

2018 2009
9 DM INISHING MUSHARAKA ANANCE {Rupesa) r
Diminishing Mus haraka recelvables 168,706,721 | : ‘
Less: Unsarmied incoms 37,107,035 .
131,509,688 .
Musharaka finance - due &fter one year 88,687,613 -
Cusrent portion of Musharaka Finance 45012173 c

Tha Modarsba's implicit mis of mtum on diminishing Mushareka finence mnges from 15% to 20% per annuam,
{2008 NI), Diminishing mushamka amangements are securad egalnst hypothecation of assets, personal ris
guaraniees and promissory notes. The financing Is also secursd by way of post dated cheques amounting to —_
Rs. 138028417, 2

@
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10.3.1

104

il
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NET INVESTMENT IN FINANCE LEASE

218 2009
L] L than ons Latur than ane
"':";"'“:_"" and asathen  Tedal ""-m"" and lssa than Tedal
frwn yours Trvm yonrn
(Rupina)
Winimum lsass peymanis receiveble 30,035,148 4,088.4T2 34,081 820 55,182 582 40.367.040 05,570,541
Add: Residusl vas 10,541 55T 8,214,080 13,5686 817 574,780 18,243 487 17118217
40,870,705 TINED 47041287 051342 Bl AR 12,588,768
Lot Linoarmad financs insoms (2,088,073} (240807)  (2,908,000) {10,587 095) (3.887,961) (14,234 458)
Buspomed Incoma 104 (62.514) - (82514 2214 & “#32.214)
Allovesnca for poleatal
|eaga |onnen 0.3 {244 £BE) - {244 558) {04 638} - {304 £38)
1 37,071,580 7 028,025 45,001 B05 44,753 A0 52 884,058 07,717,850
2010 2008
D " T
Tolal necelvable 45,001,505 97,717,660
Later than ore vear 7,028,925 52,964,055
Lesa than one ysar 37,971,580 44,753 495

Thers ana no sass confracts recelvable over five years. The Modaraba's implieht rats of neturn on |easa financs ranges
from & 85% bo 26.02% pear annum (2009: 12.75% to 28.02%). The financing I8 sacured by way of post dated chaques
amounting to Rs 20,857,260. Finance |sase amangsments are secured againat hypothecation of assets, personal
guarantees and promizsory notes.

Allowancs for potential eese losss

| 2010 || 2009 [

L Spectnc | | Toml || Spectic | [ vou |
Cpaning Balance 304,538 - 304,558 304,588 = and pas
Charge for the year - - - - - A
Revarsal during the year {60,000) - (80,000) - 3 A
Amaun writhen off during the year - - - - - L
Cleging Balancoy 244,538 o 244 588 304,588 - ]

An ut Juna 30, 2010, lesssa wih outstending principal of Rs. 0.245 millon (2008: 0305 milion) heve bean classified
a8 non-performing 28 par the requimments of Prudentia| Reguistions for Modamebes izssued by the Sscurities and
Emchangs Commission of Pakixtan,

210 2008
Buspended Income {Rupees)
Balance at beginning of the yaar 432,214 43,903
Income suspanded during the yesr 27,825 388,311
Reversaln during the year {Mi7,525) -
82,514 432.214
|JARAH RENTAL RECEIVABLES
ljarah rentals recalvable - considerad good 1,983,147 810,687
Suspandad |scss rantals - -
1,863,147 810,667
Thes finuncing is sacursd by wary of post dated chequas amournting to Ris 34,082,506,
ADVANCES, DEPOSITS, PREPAYMENTS AND OTHER RECEIVABLES
Lean and advancas bo:
= Exacutives 405,807 173,608
- Employess 1,008,574 338,418
Advances to suppllars and othars 750,700 520,000
Advances against §arah assats - 1,800,000
Propaymenta 2,022 473 1,070,083
Cthers 1,518,892 1,73548%
Overdue rentals 11,076 11,078
5,718,322 5,655 855
Lesn: provision In respect of overdue remtal {11.078) (11,078

5,708,246 5.044.578
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134

14
141

14.2

15

181

Note 2010 2009

ACCRUED PROFAT {Rupwas)
Aceruad profit on modaraba 182,155 -
Accryed profit on Sukuk Cartificetes 1,620,013 154,635
Accrued profit on bank accourts 131 arTATS 501,213
Accrued profit on musharake amangements 3,253,733 792,040
Less: proMslon In nespect of accrued profit on musharaka amangements 88, 981

2,988 445 585,059

5,367 988 1,240,807

Accrued profit on bank accounts Include an amount of Re 15,060 {2009: Rs 352,119} mcelvable from KASE Bank
Limtted.

TAXATION

The income of the Modembs is swempt fom csubjsct o the condition thet not less than ninety per cant of its ok
profits In the wear a8 reduced by the amount transfermed to & marciatory resens, required under the previslons of
the Modaraba Companles and Modaraba (Floataion and Control) Ordinance, 1980 (300( of 1960) are distributed
amongst the shareholders.

No provislon for cumrent talion has been made In hese financlal stelements an the Modaraba Inlends o
distribute at |east 30 percent of 2 total Income for the wear after ransfer to mandatory resenve.

As atJune 30, 2010 the Modaraba has net defermad tax|labllity amounting to Rs 4,434,840 (2009: 5,317,385) which
hos not been recognimd in thess finencial atatsments as e Modemba inkends 0 awil the ko ssemption
awalable to all nontreding modarabas by distibuing at least 80% of = Income as reduced by transfor o
mandatory neserve, svery yaar In future.

Nota 2010 2000
WARAH ABBETS {Rupecs)
Equipmeant 151 575,024 -
Plant & machinary 161 33415822 28,572,809
Molos wehicles 151 32,005,908 26,751,530
Computemm 151 12,800

65996757 55,336,939
The followlng Is a statsmant of Jarah assats:
e aur endad Jime 30, 210-

Assels
Computers
Plant & Maotor Totsl
Enulpmant machinery | wehicles and
sccoseorion
{Rupssa)

At July 01, 2009
Crt - 867,718 26,711,182 28,000 60,506,811
Accumulaiad depreciatin £ amorisation - 862 16,400 (6.268,972)
hat book valus - 28,572,600 28,751,530 12,500 55,336,439
Adiditions 710,000 16,000,000 16,485,810 - 33,185,810
Transtar from [jarah to tenghles fized asmeés

Coat - | - | {42,010} - ‘ ‘ (42,910)

Deprociation - - 8,344 - 8344

& " {34.566) 4 (34,568)

Dispoanks

Coat | - | - | - | {28,000) ‘ {28,000)

Dapreciation E & = 25,200 35

- - - {2.800) {2.800)

Depraciation / amertisation charge for the year {134.974) (11,166.987) (11,196,865) (9.800) _ {22.498,826]
Clesing net book valus 575,006 33415822 32005909 - 85,006,757
At June 30, 2010
Coat 710,000 45B67,718 46,154,082 - 3,731,811
Accunyished depraciation / emortisath {134.874) (13451.887) (14,148,183) - {27,735,054)
Net book value 576026 33415822  32.005.909 = 65,996,767
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Asgsis
Compuiars
Plant & Motor Total
Equipment machinery | wehiclos snd
| ries
Rupess)
At July 11, 2008
Cont - - - - -
Arcunulated depreckation f emertisation - - - - -
Mot book value - - - - -
Additions - 30,887,719 31,420,192 28,000 62,216,911
Trangfur from [jarsh o tangile feed ansete
Coet - i E = 2
Dapracistion - - - - -
Disposals
Cost - - (1.m.om1| - (1,70,000)
DCapreciaton - - 384,525 - 384
= [ (1,324,475} - (1,324 475)
Deprecistion f smortisation change for the vear - {2294 910} {3,344 187} {15,400) (5,854 497)
Clozing nat book value - 2B572808 28,751,530 12,600 55,338 838
Al June 30, 2008
Coat - 30887718 28,711,182 28,000 80,806,811
Ascunulated deprachation f amertisation - {2.294.40)  (2.969,662) {16A4G0) (5,265.972)
Kat book value - 26 572,009 761,530 12,500 55,335,539
152 Disposal of [Jarah Asasts
The folowing assets were disposed of during tha year having camying walue of more then Re 50,000:
Coat Accumulstsd Mot book Sale Modeof  Particulare of
daprociation valus procesds disponal baryar
{Rupsas)
2010 Rupess - - - -
Motor wahicle 1,709,000 I94525 1324475 1,237,608 Negoflation  Sigma Leasing
Corporation
00 Rupaws 1,709,000 384525 1 76 1237608
Note 2010 2000
{Ruposs)
18 FXED ASSETS
Tanglbls asants 16.1 7,385,362 7,543,188
Intmngible asssts 161 694,347 -

880,740 7.845,168
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181 The following la a statement of fxed asaeta: o 1 =
- -
s ik B g 4 \
L] N
iy v
P, Campursm Tou| )
i Dy Eipatrion) gt i Plastd Commpis
Supmes | sl e by [
AL July @1, F0m
L] 155,108 MED  17HE4  BIAMN LG - e 1450
OBRTIN 1HEEN Lol R AOAEER - AT} [LL -]
Wit bock vUuR e BB LETEID TABS BIRIE - TR ) y
; —-—
Aciiosn 5508 - WI2W 1E0REE0 MALTMA 11004000 18345080 1006500
Trurvior Trors JUmb to aagivie hosd westy
Qent s 3 = A2A10 - - 42K -
Dearnsiton - - - AR - - ase .
Dispspale
oot X - - [ clameen woam | 100500 | 12AMSTED 148000
Degreciation i - - | 1t st | mme e 1148008
B - - oatsen WA CIOTEANOD  1120MAED -
Dagrasiatica 7 anartisation hanta for e yeae S R SERATL W0 GHEW  gTAMS  (a7Ram meann —
Chesdrgy oea bsek vatin e 4T ADSE  BERTM  WEH - Tamme T {" by
&0
A durm 3, 2810 v
ot APAME MO UATAS  AMGMO  LDRAS - apmess 1298000 - =
ERATR (MR AN W3NG punois 2 AR
Mt ok vl L1t ATH 4HOEE 23T DM - 7amser -4y
L -
Dapraciatinn noe % e s 10 10 0 = E n ] Ll S
&
= R . 4
\.’
gl s
Fumitm, Camputas Toul
gy
Ba duly 01, 2008
Camt 118850 WS BOMT 1134480 BOTSAY - 2amasen 145000
CEASEN  IAMES R0 mn (e - puen 1145000
Nt bokvalum nan 1 s geume0 mmmam BT . .
AduRiony 15aze0 BIN 1S ATAN0 mAEW - esou -
Tramsbar fror |jumk o maglhis fad usets L ’ J
Dnras|retfan - - - - - = - = L
Oimpomis
Dmpraa|mian - - - TUTEE - - THTE -
5 e [ TP 3 - erpe -
Depmaletios § sreartiustion oharge ior e yu [ oy [l R Ta ity - Wby - -
Diaing et book wive LTt BB 1BMIIB  1MT4M MiRIs - Taam Z >
Ak Jurm 32, 3000
Gt 1,650,108 MO 1THME LERSM 10T = AETREES 148,050
CESPAT  ASSy  EEAN  aSTMEn ey - megam 114508
MWt ook valus AAERIT ESH  1ENME  1MTAB Ll - T - o
Depmalation e S per aysus 10 10 » & £ ] H M
182 During the curment year, the Modaraba haes changsd the rete of amoriization of intanglble asseds from 30% to 33%. i
Had the change In rate not been made the amortisation for the year would have bean lowsr by Rs 30,817, e
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182

m3

Disposal of fhted asseta

The following assets wera dispoged of during the yaar having carrying valus of meore than Rs 50,000:

Coat Accumulsied Mot book Sale Meods of Pariculers of
depreciztion value proceeds disposal buyer
{Rupess)
PFant & Machinery 11,000,000 274,598 10,726,002 11,000,000  Megotistion KMonolte CHG
Intl, {Pt) Lid.
Mator Vehicle 1,439,850 119,548 1519902 1345000  Negotetion Al Fatsh Motors
210 Rupses 12,435,890 204,586 12,044 904 12,345,000
2008 Rupsss 448,500 TH,.768 ari.rdd 860,000  Negotiation Al Fatsh Motors
Note 2mo 2009
DEPOSITS {Rupsos)
Caorlificates of Mugharaka {COMa) 171 &172 444,380,000 160,626,000
Othars 17,500,000 -

461,080,000 150,825,000

The esimated share of profit payable on COMe ranges from 9.65% to 14.5% (200% 13.00% to 18.00%) per annum,

Ceriificates of Musharaka Includes an amount of NIl (2009: 3,500,000) dus o KASB Technologles which Is a
ralatad parly The cerBficabs with relatsd party carriad profit at o rais of 14% (2008: 14%}).

200 2009
SHORT-TERM MUSHARAKA RNANCE {Rupsaea)
Shortderm Musharaka with:
- on sssocinind underaking - secumd 18.1 158,985,186 =

The total faclllty for musharake finance avallable from KASE Bank Limited amounts ta Rs 300 milllon (2008: NI,
The estimated ahare of profit pmable on this faciy ranges from 14.91% to 15 32% (2008: NI)), The faciity Is
secured by way of supplamantal |sitar of hypothecation over he prasent and futurs currant asssts of the Madaraba
ampuniing to Ra 430 million.

The Modaraba has aleo avalled a facl Ry from ICASE Bank Limitad In respect of Letber of Credit (Sight ! usancs) and
wttr of guarantsse amounting to Rs 350 million (2009: Nil) whersby the modamba provides guaranises o KASB
Bank Limltad on behaif of cusinmens for opening lettere of cradit and provislon of lstter of gueraniees. The facl fy
Iz secured by way of Supplements| letter of hypothecation over the present and future curment and non cument
assets of the Modaraba amounting to Ra 430 milllon.

A June 30, 2010, the Modamba has unullised short-arm musharika finance faciiies undar mark-up
amangaments aggrepeting 0 Re 225 millen {2008; NI) awallekle from & commercial bank camying merk-up atthe
rate of 14.3% (2003 NI}, The faciity Iz secursd against llen over TDR placed with the bank amounting to Rs 25
milllion,

SECURITY DEPCBITS
2010 2009
loms| fersh | Total |[Fnsncercase] pash | Tom
Swourky depoaits 13565617 QITR261  229M868 1718217 8802 26858418
Leas: Rapayabo / adjuetable
adusieblaafioroneyesr 3214080 Q378251 12583311 1243467 8840211 26,083,868
Curror portian 0,381,557 - wanssy 874,750 = §74,750

Reprasents sums recelved under ljarah / finance |easa repayable [ adustable at tha expiry of the lease pariod.
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2010 2009
20 CREDITORS, ACCRUED AND OTHER LIABILITIEB —{Rupaas)
Management fee pavable 1,888,521 1,780,318
Sundry creditors 2387710 1,603,074
Accrusd sxpanges 1,322,290 1616517
Advence recaved aguinst Carlificaten of Mushamim 2,125,000 1,025000
Advance llarah rentals 196,684 BT 492
Accrued Financlal Changes 13,766,885 1,834 B486
Other |lables 708,342 T2 345
23,006,612 7.9829.502
204 Amounis dus to essociabed undertakings as at Jure 30, 2010 aggregated Re 10,083,783 (2009; Rs 1,880,879),
2 BTAFF RETIREMENT BENEFTT SCHEME
211  Bteff Grefulty Schems
s dieclosed In note 382, the Modarba opemaies &an unepproved, unfunded gratulty achems for lts permanent
employees. The latest acluarial valuation was camled out by acluares at.June 30, 2010, using the Projecied Unit
Cradit Metivod,
212 Prncipal actusrial sssumptions usad:
The following significant assumptions have been used for the valustion of this schems:
2010 2009
- Valuation diseount rate 14% 14%
- Expacted mis of incromse in nalarise 13% 14%
21.3 Amount recognised In the profi and loas account
The fillowing amounts have been charged In the proft and (ess account during the cumant year In respact ofthe
schame:
Note 2ri0 2o0e
{Fupuaes)
Currant sandce cosat 121,337 84,925
lrterest sakt 37,624 14,661
Tranaltonal (ssset) / llabllty recognised - (B1,828)
158,961 (12,242)
214 Liablllty recognised In the balancs shest:
Presant walus of obligation 26 295,818 185,868
Unracognlsed acluaral galns / {oases) 85,11 5,780
360,718 201,768
215 Hovement in llablily: ——— ———
Opening [lablliy 201,758 214000
Expense 213 158,961 (12,242
Banefliz pald = -
Liabllity to be recognised In the balance sheet 380,718 201,758
38 Reconcliistion of present value of defined banefi obligation
Present value of defined banafit obligation as at.uly 1, 2008 185,968 122172
Currant sarvice cost 121,337 64 825
Interest cont 37624 14,881
Acluarial gain (59,311) {5,790)
Presant value of defined banafi obligation as atJune 30, 2010 295|51B 195 968
21,7 Actuarial {gain}{ loss In obligetion
Experience adjustments 85,101 5,780
218 Basedon actuaral advics, tha Modaraba aatimates a gratulty sxpense of In Rs 186,835 In 2011,

)

&
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22 CERTIRCATE CAPITAL
Authorised certificats capital
2010 2009 2010 2008
Sluamiess of cprtifinaiss ——{Rupses)
50000000 50000000  Modwmba Cevfificaiss of Ra 10 sach 500,000,000 500,000,000

24

241

242

|saued, subscribed and paid-up capital
24968400 24 968400 Modaraba Cartificates of Rs 10 sach fully

pald In cagh 249,584,000 249,584,000

3,216,000 3,316,000 Modaraba Certificates of Ra 10 each
isaund as fully paid bonue carificates 33,160,000 33,160,000
2B,274400 28274400 282,744 000 282,744,000

A at Juna 30, 2010, KASB Modemba Manmgement Compeny (Privaie) Limited {the Mensgement Company) hald
4031581 certificates {2008: 3,913,040 cerlificales),

STATUTORY RESERVE

Stalutory reser represents profis set aslde to comply with the Prudential Regulations for modarabas lssued by
the SECP. Thase rguiations requim & moderabe i transfar not [sss than 20% and not more Ban 50% of ity after
tex profit 4l nuch ime that resenes agual 100% of he pakl up caplial Thereedtor, & sum not less than 5% ofthe
after tax profit Is to be transferred.

During the cument year the Modaraba has fransfeimed an amount of Rs 8,647,846 (2009: Ra 3,.204,673) which
rapregents 50%. {2000 20%) of the profit aftar ta

Commitments amounting & NIl (June 30, 2009: Rs 5,888,100) In respect of Diminishing Musharaka fadlity hawe
been enterad Into by the Modaraba,

The Modaraba has provided guarantess amounting to Rs 80,133,960 (June 30, 2009: NI} on bshalf of customers
1o various banks,

Them wam no contingencies as at Juns 30, 2010,

2010 2009
INCOME FROM LEASING OPERATIONS {Rupaes)
Anancs leass
Mark-up samed
Plant & machinery 4,435 489 Ba11,280
Motor vehicies 2541018 5,412,886
Other 1,848,002 5,184,147
Gain on temination 318204 247 0680
9,143,893 20,438,262
Loas:
Diract cost assocated with finance lease | - ‘ | 43410 ‘
Buspandad income 27,825 ass.a1
(27,825) | {431,721}
8,116,288 20,004,561
ljarah
Rentals
Plant & machinery 14,748,742 2,308,788
Motor vehicle 14,338,561 3,830,087
Other 186,208 17,780
Gain { (owa) on dmposal of ilemeh axsety - (68,887)
28,275,822 8,164,788
Loas:
Direct cost associabed with [jarah assats | 23850 | = ‘
Depradiation on [[amh aysety 22,408 628 5,854 497
(22,522278) {5,654497)
6,763,346 510,291

15,868,614 20,514 852
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2010 2009
{Rupwos)
26 {LOSE) f GAIN ON SALE OF MARMETABLE SECURITIES - NET
Baguriting clessified as financial sasets ot fair walpe though profit
or loss' - net THE.228 {750,855)
TBEEZS {TEOIB-EE!

27

{LOS3) / GAIN ON DAIRY FARMING BUSINESS ACTIVITY

Durring the cument year the Modaraba engaged In activity of milk production for supply to varlous customers. Forthis
purposs the Modamaba purchasad 50 buffeloss on Nevambear 8, 2008 at e eost of Re 3474000, The buffaloss
wore disposed of for an apgregaie conelderstion of Rs 2,543,500, & the ime of dispoas| buffaloes had & caming
value of Re 3,338,000 due to falr value sdustment of Rs 138,000,

Note 2010 2000

FINANCIAL CHARGES {Ruposs)
Profit on short-term musharaka finance 13281444 1453427
Profit on lang-km muyshersla finence - 1,328,177
Profit on Certificates of musharaka 32,500,688 4.221,73
Bank charges 57,402

4-5|339|?12 ?|026|981
OTHER INCOME
Profit / {|og8) on digposal of Thed agsets In own use 300,439 278,256
Dividand income (net of zakat) 29,604 94,000
Mscallaneous Income 408,281 12,149
Documentation charges 835819 325,300
Front and fee 280,000 58,350
TT Gaold 121510 -
Commlesion on bank guarantea 15482 4,000
Insurance Income (leased out) 314,140 185,323

2145275 953;378
ADMINIBTRATIVE AND OPERATING EXPENBES

Salaries and banefis 33 12,173,827 9,082 837
Litilities 1,611,888 821,052
Ineurance 1,041,465 124,188
Vehlcle running ard malnienance 784 087 482 505
Postage 110,296 56,983
Repairs and marmissencs 66,736 209,847
Entertalnmant 353,269 78,034
Printing and statlonery 935513 1,069,929
Travelling & conveyance 263,862 204,402
Fes and subscriplions 860,042 1484 498
Auditors’ remunaration 01 448,911 aie
Legsl and professional charges 287,018 1415,809
Dapreciation 1678928 688,790
Pramium amosdization - 658,082
Amortization 305813 -
Awrisements 27281 844,842
Rant, rate & tawes 1282318 356,383
Gansrator empans s 345,859 177,037
Newspepem and pericdicals 47001 10,073
CIB charges 22813 16,071
Donations 12,000 12,000
v trm ssnt write-off 30,331 -
Vorwls charges 27820 -
Warkers' Welfare Fund - cument year 341914 -

- prior year 320457 =
Others 540877 610,988

24885441 18,118078
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2010 2000
—{Rupes)—
301 Auditors’ Remuneration
Annual audit fes 255,000 212,500
Reniew of inksrim financisl stsments 50,000 50,000
Texserdces - -
Ot of pocket expenses 144,911 42118

448911 311,618

3 MODARABA MANAGEMENT COMPANY FEE

In d with the Moderaba Companise and Modaraba Rules, 1881 managamant fes at the rals of 10% of
annual profite ls peyable to the Manegesment Company amounting to Re 1,888,521 {2008: 1,780,318)

2010 2009
iz EARNINGS PER CERTIRCATE o] PO o e
Prafit for the year 17085890 180228083
Member Number
Ferage number of certificates 28,274 400 24,783,068
——{Ripses)———
Eaminge per corsficats 0.60 085
2019 2000
33  REMUNERATION OF OFFICERS ——  {Rupses)————
Basic salary 7,740,023 5,841,076
Medlcal allowance 774,050 535,521
Housa rent allowance 2,322,004 1,600,631
Uity allowancs 773,959 533,526
Employes banefiis 188,021 284,823
EQBI| Contribution 126,900 85,100
Bonus 248 B0 224 960
12173827 B082.837
Mumber Number
Total Number of persone at and of the year 43 27

331 The CFO has besn provided with a Modaraba malntained car and |s also entitied for reimbursemant of fusl expenses

332  On MayB, 2009, the Ragisirar Modarba (Specinliizad Companiss Divigion) impased a fina of Re. 55,000+ sach on
the directorm of the Modamba Mansgemant Company for non compllancs of |AS-18 and violstion of Regulation
“7(3Y of the Prudential Reguiaions for Modarabas, However, belng dis-salsfied with the penalty order, an appeal
under section 32{2) of the Modaraba Companies and Modaraba (Foataion and Control} Ordinance, 1980 was fllad
aminkt the sbow-menBoned order,

©On Seplember 18, 2008, SECP through Ils order no, SCMIKASBI2009/386 walved the fine amounting to Rs 5,000
but Re 50,000 remained Intact. Furher to the order, an application has bean made % the SECP for fling of he
appesl before appalats banch of he Commission under seclian 33 of the SECP Act 1807, Decigion of the said
applicaion ls sl awalied,
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FINANGIAL INSTRUMENTS BY CATEGORY

ABBETS

Cash and bank balanoes
Invasimeanis

Murabaha france

Modansba fnance

Musheria finance
Dirminighing muahsanalos firsnce
MNet Imrestmeant In finance (eass
llarah rents| recehvsiia
Ak dueposits, and athee

Accrued proft
Leng-tam depoatis

LIABILITIES

Short-torm musharaka finence
Dupoalta

Sucurity depostis

Crediiom, sceruad and other |lablides
Uni:laimed prafi distribution

Defermed iabiities - staff pratulty

ASBETSE

Cash and bank balances
Iveaimenis

Murabaha france

Modanmba fnance

Musharsia finance

Mat immatmant in leess firance
|jarah neis| recedvsbie

o ite and other ik

Ancrued proft
Long-tern depoalis

LIABILITIES

Short-term musharaka finance
Long-tam finance

Cortiflcats of musharaln

Sacurity depostis

Crodiiomn, scoerued and othar (lablies
Unelipimed prefi digtribiution

Defermed (labiliies - steaff pratuly
Total non-currwt |iabiiiiss

A= ut Juns 30, HH0

Lottt g Ansatn ot fole Portdlaie for
e B v;l:-. ':To":: e Hald to maduriky Tolal
59,225,497 - - - 59225 487
) = 8,787,140 18,350,750 29,147,850
382,661,002 - z 3 282,581,002
154,440,342 - - - 164,440,342
83,833,662 - - - 63,633,662
131,600,688 - - - 131,569 688
45,001,505 - - - 45,001,505
1,083,147 - . - 1,963,147
3,665,773 - - - 3685,773
5,367,006 - - - 5,367,968
28,000 2 E 5 28,000
847,508,572 - 8,187,140 19,350,750 B76,604,482
An 2t June 38, 2010
Liabiies ut
I"'"';:"Mn wI'I:IIIIu Haid to maturity Total
o [Call
’ 158,835,198 . 158,935,168
- 481,890,000 - 481,000,000
- - 22,504,585 22,934,888
= 23,008,612 . 23,006,612
3 478,790 - 476,700
- 300,719 - 360.718
- 044,709,317 BIA0  ORI,I04,185
Aa sk Jurw 30, 2008
Feesimied
Annaty ot foir
Lomomd o mreugh SRt maduiy Tolal
mecalvabiss profiL i | :; e
128,714,414 - - - 128,714,414
- 2,206,334 - 8,860,000 21,278,334
70,777,104 . . . 70,777,104
20,774,248 - - - 20,774,248
38,584,328 - - - 39,564,320
47717650 - - - 87,717,560
810,887 - - - B10887
4,574,518 - = - 4,574,518
1,240,907 - - - 1240807
128,000 - - - 128,000
304,391,755 2,296,334 - 15.990,000 305,600,080
An xt June 39, 2009
[T
flr valus Dither
thwough profit lablites Tt o Tetal
or o
- 160,825,000 - 160,825,000
- - 25,958.418 25,958,418
- 7,928,582 - 7,828,562
- AT, 70 - A76,T00
- 201,758 - 201.758
. 159,233,140 5950418 185,191,558
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FNANCIAL RIS MANAGEMENT

The Modamba finences its opsmtions through equity & borowings. The Modamba ulilises funds in ijarsh
financing, modaraba financing, musharaka finandng, diminishing musheraka and murabsha finencing These
acthities are exposed to a varety of financial risie: market dsk, credit sk and |iquidity sk,

The Bosrd of Dirscions of ths Mensgament Company has oveal| responsibility for the sstablishmant and oversight
of the Modaraba's risk management fremework,

Mariet Risk

Market risk |8 the ek that the falr valus or the future cash flows of a financlal Inetrument mayfluciuale as & result of
changes In market Intersst rates or the market prices of securtties dus 10 change In credit rating of |he [Bsuer or the
Instrument, changs In market sentiments, spaculative activities, supply and demand of securties and (lquidity In
s marat

Market risk comprises of three types of lek: cumancy risk, Interest rate risk and other price sk

Currency risk

Cumency risk I the risk thet the falr walue or future cash flows of a financial Instrument will fluctuate because of
changes |n foreigh exchange rates. The Modaraba, at pragent ks not exposed to currency risk as all ranzactions
are camiad out in Pak Rupsos .

Inbsrast rate risk

Imtmrest mits risk is the rnk thet the feir value or future cash fiows of v finencial inetrumaent will fluctusts dus o
changes In the merket Intarest rates,

2}  Banalihvity analysls for variahla rats Instrumeants

The Modarabe has Imested funds In variows financing armangsments which are KBOR based exposing the
Modaraba to cash flow Interest raie sk, Further, the Modaraia has avalled short-term Musharaka finance which Is
KIBOR based. In case of 100 basls poinis Increase / decreass [n KIBOR on June 30, 2010, with a(| other \ariables
held consient, the not nasets of the Modemba and net income for the year would haws basn higher / lower by as

follows:-
8.No. Ananclsl Arrsngamsnt Impact on profit or less
2010 2000
{Rupsss)

1 Netlmesiment in finance leass 10,047 30,057
2 erah 18,860 10,884
3 Diminishing musharaka 47,862 -
4  Sukuk bonds 10418 10,131
5 ShortHtemm musharaka financs {534,226) -

The senslivity analysls hes been performed from the |ast repricing data,
b}  Bensihity analysis for fized rete Instruments

As atJune 30, 2014, the Modaraba holds Term Depesit Recslpts which are classifled as lcans and recehables,
Further, thene are some fhesd rate net Investment In finance |ease, |arah and Musharaka. Financial (lebliiies
comprising of Cerdificates of Musharmkna smdst which cary fomd rats. These financial asests ams not exposed o
Interest el ek,

The composition of the Modaraba's Investment / financing portfollo, KIBOR rates and rates announced by Financial
Market Azsociation is sxpectnd i changs over ims. Accordingly, the sansifily analyeie prepamd as of June 30,
2010 e not necasearly Indicative of the impact on the Modesmbe's essste / llabliies of future movements In
Interest rates
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Yield / Interest rate senaltivity positlon for on balance sheet financlal Instruments Is based on the earller of contractusl

repricing or maturity date.
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