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CHAIRMAN'S REVIEW
REPORT

The year under review began under the shadow of policy adjustments and structural
reforms to rectify microeconomic imbalances. Outbreak of COVID-19 pandemic in second
half of the year and resultant lockdown measures adopted by the Government brought
economic activity for most of the sectors to complete halt in last quarter of the year.
However, it is encouraging to note that Government’s stabilization measures are resulting
in considerable improvement in economic indicators and are leading to gradual recovery
of economic growth.

The composition of the Board of Directors reflects mix of varied backgrounds and rich
experience in the fields of business, finance, banking and regulations. The Board carried
out the annual review of its effectiveness and performance on a self-assessment basis.
The Board also ensures compliance of all regulatory requirements. The Board is ably
assisted by its Committees. The Audit Committee reviews the financial statements and
ensures that the accounts fairly represent the financial position of the Modaraba. It also
ensures effectiveness of internal controls. The HR Committee overviews HR policy
framework and recommends selection and compensation of senior management team.

On behalf of the Board, | take opportunity to express my gratitude and appreciation
towards SECP and Registrar Modaraba for their continuous guidance and support.

Ahmed Ali Bawany
Chairman

Karachi.
Date : September 25, 2020
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32""ANNUAL REPORT OF THE DIRECTORS
OF THE MODARABA COMPANY

FOR THE YEAR ENDED JUNE 30, 2020

Dear Certificate Holders,

Assalam-o-Aalikum,

In the name of ALLAH the most gracious and most merciful, your directors are pleased to
present 32nd Annual Report of your Modaraba together with the audited financial

statements for the year ended June 30, 2020.
FINANCIAL RESULTS

Financial results are summarized as follows:

Revenue

Profit / (loss) before charging management fee
Management fee

Profit / (loss) before WWF

WWF

Profit / (loss) before taxation

Taxation

Profit / (loss) after taxation

Add: Un-appropriated profit brought forward
Add: Transfer to the unappropriated profits

Appropriations:
Transferred to statutory reserve @ 50% of

Profit (2019: NIL)
Cash Dividend @ NIL% ( 2019: NIL)

Earnings / (loss) per certificate

2020 2019
Rupees Rupees
(Restated)
10,866,537 5,089,039
4,584,907 (1,654,065)
(518,095) -
4,066,812 (1,654,065)
(81,335) -
3,985,477 (1,654,065)
(1,328,925) (1,275,423)
2,656,552 (2,929,488)
12,317,774 9,478,788
- 2,838,986
12,317,774 12,317,774
(1,328,276)
(1,328,276)
13,646,050 12,317,774
0.35 (0.39)




REVIEW OF OPERATIONS

Gross revenues during the year were Rs.10.867 million vis-a-vis Rs. 5.089 million for the
corresponding period of 2018-19, major components of revenue were dividend income of
Rs.8.908 million, and Profit on Bank Deposit Rs.2.431 million. Thus, overall profitability
remained positive as Pre-tax Profit stood at Rs.3.985 million against a Pre-tax loss of Rs.
1.654 million for the corresponding period of 2018-19. Comparative Figures were restated
due to the retrospective Correction of errors. Consequently, earning per certificate stood
at Rs. 0.35. PSX 100 Index that dipped to 33,902 points at the end of the last year showed
improvement during the year and closed at 34,422 points as on June 30, 2020. However,
unrealized loss in the value of investment in marketable securities was Rs. 10.980 million
which has been reflected in the equity.

FUTURE OUTLOOK

The year under consideration was full of economic as well as political challenges including

weakening of Pak Rupee, rising inflation and interest rates and volatile capital market.

However, the country has successfully averted the balance of payments crises and all

economic trends indicate that our deficits are coming down rapidly to within manageable

ranges. CPEC has entered into its second phase that shall be more focused on trade and

industry, moving on from infrastructure. This shall play a pivotal role in terms of technology

and skills transfer to our economy. The Management of your Modaraba is proactively

studying available options which would best protect and preserve Certificate holders’

interest in the future.

CORPORATE GOVERNANCE

As required by the Code of Corporate Governance, your Directors are pleased to report

that:

A. Thefinancia statements prepared by the management of the Modaraba present fairly its state of
affairs, the result of its operations, cash flow and changesin equity.

B.  Proper books of accounts of the Modaraba have been maintained.

C. Appropriate accounting policies have been consistently applied in preparation of financia
statements and accounting estimates are based on reasonable and prudent judgments.

D. Internationa Financia Reporting Standards, as applicable in Pakistan have been followed in the
preparation of financial statements.

E.  Thesystem of internal control is sound and has been effectively implemented and monitored.

F.  There are no significant doubts upon the Modaraba’s ability to continue as a going concern.

G. There is no materia departure from best practices of corporate governance as detailed in the
Regulations of Rule Book of Pakistan Stock Exchange except as mentioned in annexed

compliance with the best practices of corporate governance.

H.  The summary of key operating and financial data of the important statistics for the last six years
annexed.

I.  Information against outstanding duties, levies and charges is given in notes to the Accounts.

J. The Company operates unfunded Provident fund scheme. The fair value of assets based is Rs.

424.,960.




COMPLIANCE WITH THE CODE OF CORPORATE GOVERNANCE

A statement setting out the status of the compliance with the best practices of corporate governance is
annexed to the Annual Report.

BOARD MEETINGS

During the year under review 4 meetings of the Board of Directors were held. A statement showing
number of meetings each of the Directors attended are annexed to the Annual Report.

PATTERN OF CERTIFICATE HOLDERS

A statement showing the pattern of holding of the certificates as at June 30, 2020 is annexed to the
Annual report.

TRADING OF CERTIFICATE

During the year there was no trading in certificates of Modaraba by CEO, Directors, Company Secretary
and their spouses and minor children.

KEY OPERATING & FINANCIAL DATA

A statement summarizing key operating and financial data for the last six years is annexed to the Annual
Report.

AUDITORS

The present Auditors M/s. Rehman Sarfaraz Rahim |gbal Rafig, Chartered Accountants retiring on
the date of Annual Review Meeting, being €eligible, have offered themselves for re-appointment for the
year ending June 30, 2021 subject to approval by the Registrar Modaraba Companies and Modarabas,
the Board has confirmed their appointment.

Audit observation, if any, has been explained in relevant notes/ statement.
ACKNOWLEDGEMENT
The Board of Directors is grateful to the regulatory authorities for their guidance and support and also to

the Certificate holders for their continuing patronage and hard working of employees and confidence in
the Management of Modaraba Company.

May Almighty Allah guide us in our efforts of the progress of Modaraba and reward with the blessing
AMEEN.

On behaf of the Board

Muhammad Omar Amin Bawany
Chief Executive
Karachi
Date September 25, 2020
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Shari'ah Advisor Report
For the financial year ended June 30, 2020

This to please report that for the financial year ended June 30, 2020, | have
examined/reviewed the transactions and agreements executed, polices
implemented and procedures followed by B.F. Modaraba managed by E.A.
Management (Private) Limited being Modaraba Management Company.

| have found that transactions and agreements executed, polices implemented
and procedures followed by B.F. Modaraba were in accordance with the relevant
Shari’ah rulings and they were in line with prospectus issued by B.F. Modaraba,
Shari’ah Compliance and Shari’ah Audit Regulations, Islamic Financial Accounting
Standards applicable in Pakistan and the Model Financing Agreements approved
by the Religious Board of SECP.

I have found that new Sharia’ Compliance and Shari’ah Audit mechanism has been
introduced which is hoped to lead towards more stringent Sharia’ Compliance and
Shari’ah Audit practices

| have found that under pool management mechanism, profit sharing ratios fixed
for the distribution of profit & losses and the weightages assigned to different
classes of deposits were in accordance with Shari’ah rulings.

| have not advised transfer of income to charity account due to non-observance
of deviation from Shari’ah rulings.

| will recommend that:

a) All earning assets and assets owned should be covered under Takaful
arrangements instead of conventional insurance.
b) Proper training to each staff level should be conducted

Conclusion:

The business activities of B.F. Modaraba during the financial year ended June 30,
2020 have been found to be Sharia’h compliant

Dr. Zubair Usmani

Dated: September 25, 2020 Shari’ah Advisor

G2




INDEPENDENT AUDITORS' REPORT TO THE CERTIFICATE HOLDERS

We have audited the annexed statement of financial position of B.F. Modaraba
(‘the Modaraba’) as at June 30, 2020 and the related statement of profit or loss, statement of
comprehensive income, statement of changes in equity and statement of cash flows together
with the notes forming part thereof (here-in-after referred to as ‘the financial statements), for
the year then ended and we state that we have obtained all the information and explanations
which, to the best of our knowledge and belief, were necessary for the purposes of our audit.

These financial statements are the Modaraba Company’s [E.A. Management (Private) Limited]
responsibility who is also responsible to establish and maintain a system of internal control, and
prepare and present the above said statements in conformity with the approved accounting
standards as applicable in Pakistan and the requirements of the Modaraba Companies and
Modaraba (Floatation and Control) Ordinance, 1980 (XXXI of 1980), and the Modaraba
Companies and Modaraba Rules, 1981. Our responsibility is to express an opinion on these
statements based on our audit,

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

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

(b) in our opinion;

(i)  the statement of financial position, statement of profit or loss, statement of
comprehensive income, statement of changes in equity and statement of cash
flows together with the notes forming part thereon have been drawn up in
conformity with the Modaraba Companies and Modaraba (Floatation and Control)
Ordinance, 1980 (XXXI of 1980) and the Modaraba Companies and Modaraba
Rules, 1981, and are in agreement with the books of accounts and are further in
agreement with accounting policies consistently applied;

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

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

b

Cont'd..P/2
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(¢) in our opinion and to the best of our information and according to the explanations given
to us, the statement of financial position, statement of profit or loss, statement of
comprehensive income, statement of changes in equity and statement of cash flows
together with the notes forming part thereof conform with approved accounting standards
as applicable in Pakistan, and, given the information required by the Modaraba
Companies and Modaraba (Floatation and Control) Ordinance, 1980 (XXXI of 1980), and
the Modaraba Companies and Modaraba Rules, 1981, in the manner so required and,
respectively, give a true and fair view of the state of the Modaraba’s affairs as at June 30,
2020 and of the profit, total comprehensive income, changes in equity and its cash flows
for the year then ended; and

(d) in our opinion, no Zakat was deductible at source under the Zakat and Ushr Ordinance,
1980 (XVIII of 1980).

RAHMAN SARFARAZ RAHIM IQBAL RAFIQ
Chartered Accountants

Engagement Partner: Muhammad Rafiq Dosani

Karachi.
Dated : September 25, 2020




B.F. MODARABA
STATEMENT OF FINANCIAL POSITION
AS AT JUNE 30,2020

(Restated)
Note 020 019
ASSETS e RS
Non-current assets
Furniture and equipment 4 17,023 207
Long term deposits 5 40,019 40,019
Long term investments f 103,046,631 95,616,505
103,113,673 95,688 341
Current assets
Trade debts - considered good and unsecured - 14,960,000
Prepayments and other receivables 7 378,099 438,069
Advance tax - net 3 2,352,676
Cash and bank balances 8 14,738,062 12,875,792
28,290,432 30,626,537
Total assets 131,404,105 126,315,078
LIABILITIES AND EQUITY
Current liabilities
Trade and other payables 9 3,168,302 1,540,071
Due to Management Company 159,381 .
Unclaimed dividend 1,545,582 1,545,582
4,873,465 3,086,553
Certificate holders' equity
Certificate capital 10 75,151,587 75,151,587
Reserves 1 1,359,515 59,702,963

137,511,102 134,854,550

Unrealized (loss) /zain on re-measurement of investments
classified as fair value through other comprehensive income 12 (10,980,462) (11,626,025)

Total liabilities and equity 131,404,105 126,315,078

Contingencies and commitments 13
The annexed notes from | to 24 form an integral part of these financial statements.

W~

For E.A Management (Private) Limited

(Management Company)

Chairman Chief Executive Director Chief Financial Officer
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B.F.MODARABA
STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED JUNE 30, 2020

{Restated)
2020 2019
Note Rupees

Revenue - net
Gain realised on disposal of investments in units

of mutual funds - 630,634
Unrealised loss on remeasurement of

investments in units of mutual funds (472,586) (5,750,632)
Trading profit from sale of sugar 14 - 2,543,660
Dividend - net of zakat 15 8,908,497 6,546,052
Profit on bank deposits accounts 2,430,626 1,119,325

10,866,537 5,089,039

Administrative expenditure
Operating expenses 16 (6,281,630) (6,743,104)
Profit before charging Management Company's

remuneration 4,584,907 (1,634,065)
Management Company's remuneration 17 (518,095) -
Provision for Worker's Welfare Fund (81,335)
Profit / (loss) before taxation 3,9854M7 (1,654,065)
Taxation 8 (1,328,925) (1,275,423)
Profit / (loss) after taxation 1,656,552 (2,929,488)
Earnings / (loss) per certificate - basic and 19
diluted 0.35 (0.39)
The annexed notes from 1 to 24 form an integral part of these financial statements.

For E.A Management (Private) Limited
(Management Company)
Chairman Chief Executive Director Chief Financial Officer




BF.MODARABA
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2020

(Restated)
2020 2009
------ Rupeeg-—---ove
Profit / (loss) after taxation 1,636,552 (2.929,488)

Other comprehensive income

Ttems that will not be subsequently reclassified to profit or

loss

Surplus / (deficit) on re-measurement of investments
classified as at fair value through other comprehensive

income

645,563 (7,066,348)

Total comprehensive income / (loss) for the year 330,115 (9,996,036)

*Surplus on revaluation of investments is presented under & separate head below equity as 'surplus on
revaluation of investments' in accordance with the requirements of Circular No.
SC/M/PRDD/PRs/2017-259 dated December 11, 2017 issued by the SECP.

The annexed notes from 1 to 24 form an integral part of these financial statements,

p/*

For E.A Management (Private) Limited
(Management Company)

Chairman

Chief Executive Director Chief Financial Officer
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B.F.MODARABA
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2020 (Restated)
2020 2019
Rupees—-mm-mee
CASH FLOWS FROM OPERATING ACTIVITIES
Profit / (loss) befors taxation 3985477 (1,654,065)
Adjustments for non-cash charges and other items:
- Depreciation on owned assets 4,996 6,401
- Profit on bank deposits (2,430,626) (1,119,325
- Provision for Management Company’s remungration 518,095 -
- Provision for provident fund 380,713 379.863
- Provision for Werker's Welfare Fund §1,335 5
- Unrealised loss on of i 472,586 5,750,632
- Gain on sale of investment - {630,634)
- Dividend income net (8,908,497) (6,546.032)
9,881,398) (2,159,115)
Operating loss before working capital changes {5,895,021) (3.813,180)
‘Working capital changes
Decrease / (increase) tn current assets
- Stock in trade - 10,107,090
- Trade debts 14,960,000 (13,096,394}
- Prepayments and other receivables 79,970 1,084,418
Increase / (decrease) in curvent liabilities
- Trade and other payables 1,176,413 (3.095,491)
16,216,383 (5.000,577)
Taxes paid (2,170,514) (1,746,571)
Provident fund paid to employees (23,000)| (582,881}
M nt Company's ion paid (346.593) (497,457)
(2,540,107} (2,826,909)
Net cash generated from / (used in) operating activities 7,780,355 (11,640,666)
CASH FLOWS FROM INVESTING ACTIVITIES
Profit received on bank deposits 1,430,616 1,119,325
{Purchaze) / sale of investments - net (7,257,208) (10,158,191)
Dividend received 8,908,497 8,612,291
Net cash generated from / (used in) investing activities 4,081,915 {426,575)
Net increase in cash and cash equivalents 11,862,270 (12,067 .241)
Cash and cash equivalents as at beginning of the year 12,875,792 24,943,033
Cash and cash equivalents as at the end of year 24,738,062 12,875,792

The annexed notes from | to 24 form an integral part of these financial statements.

For E.A Management (Private) Limited
(Management Company)

Chairman Chief Executive Director

Chief Financial Officer




BFMODARABA
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30,2020

Certificate - Rmn'u - Tota
capitl Statutory Unappropriated otal
reserves profits
Runees.
Rupees

Balanee as at June 30, 2018 75,151,587 47,385,189 B.402.892 130,939,668
Unrealized gain us on July 01, 2018 on remeasurement

of investment in units of mutual funds carried al fair

value through profit or loss - effect of comection of

prior period emors (refer note 23) - . 4003384 4,003,384
Toial comprehensive income for the year ended
Jume 30, 2019
- Loss after taxation {restated) - . (2.529,488) (2.929,488)
- Other comprehensive income 4 =

(2,929,488) 12.929.488)

Transfer to the statutory reserve @ 50% (restated)
Gain realized on disposal of investments in ordinary shares

of listed companies (restated) - . 1838986 2838986
Balance as at June 30, 2019 (as restated) 75151587 47385189 1231774 134,854,350
Total comprehensive imcome for the year ended
Jume 30,2020
« Profit afier tmxation . - 1,656,552 1,656,552
« Other comprehensive income - & "

1,656,552 1,656,552
Transfer to the statutory teserve @ 50% . 1,328,276 (1328.276)
Balance as at June 30,2020 75,151,587 48,713 465 13,646,050 137,511,102
The annexed notes from | 10 24 form an integral part of these financizl statements.
b~
For E.A Management (Private) Limited
(Management Company)

Chairman Chief Executive Director Chief Financial Officer
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B. . MODARABA
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2020

STATUS AND NATURE OF BUSINESS

B.F. Modarzba ('the Modaraba) was formed under the Modaraba Companies and Modaraba (Floatation and Control)
Ordinance, 1980 and the rules framed thereunder. The Modaraba is managed by E.A. Management (Private) Limited
(Modaraba Management Company'). The registered office of the Modaraba is situated at Plot No. 43-1-E(B),
PE.CH.S, Block-6, Off Razi Road, Shahrah-e-Faisal, Karachi. The Modaraba on listed in Pakistan Stock Exchange.
The Modarsba is & perpetual multi-purpose modaraba and is primarily engaged in investments in quoted securities,
trading of sugar, leasing, musharika and murabaha transactions,

BASIS OF PREPARATION OF FINANCIAL STATEMENTS
Statement of compliance

These financial statements have been prepared in accordance with the accounting and reporting standards as
applicable in Pakistan. The accounting and reporting standards as applicable in Pakistan comprise of the following:

(a) International Financial Reporting Standards (IFRS) issued by the International Accounting Standards Board
(IASB) and such other reporting standards [including Islamic Financial Accounting Standards (IFAS) issued by
the Institute of Chartered Accountants of Pakistan (ICAP)] as notified by the Securities and Exchange
Commission of Pakistan (SECP) under section 225(1) of the Companies Act, 2017 (here-in-after collectively
referred to as the 'applicable financial reporting standards'); and

(b) The legal provisions of the (i) Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980,
(if) Modaraba Companies and Modaraba Rukes, 1981, (iii) Prudential Regulations for Modarabas as well as the
notifications, circulars or directives issued thereunder by the SECP from time to time (here-in-after collectively
referred to s the ‘applicable Taws and regulations”),

Wherever the requirements of the applicable financial reporting standards differ from the requirements of the
applicable laws and regulations, the latter shall prevail

Basis of measurement

These financial statements have been prepared under the historical cost convention.

Functional and presentation currency

These financial statements are presented in Pak Rupees, which is the Modaraba's functional and p ion currency,

Use of estimates and judgments

The preparation of financial statements in conformity with the approved accounting standards requires management to
make judgments, estimates and assumptions that affect the application of policies and reported amounts of assets and
liabilities, income and expenses. The estimates and associated assumptions are based on historical experience and
various other factors that are believed to be 1 ble under the ci the results of which form the basis of
making the judgments about carrying values of assets and liabilities that are not readily apparent from ather sources.
Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in the period in which the estimate is revised if the revision affects only that period, or in the period of the
revision and flture periods if the revision affects both current and future periods. Areas where various assumptions
and estimaes are significant to the Modaraba's financial statements or where judgments were exercised in application
of sccounting policy are as follows:

Note
- Investments in listed equity securities 36
- Provision for taxation 34

b
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New accounting pronouncements

Amendments 1o approved accounting standards and interpretatians which became effective during the year ended
June 30, 2020

There are new and amended standards and interpretations that are mandetory for accounting periods beginning July
01, 2018 including (IFRS 16 'Leases') which are considered not to be relevant or do not have any significant effect on
the Modaraba's financial statements and are, therefore, not stated in these financial statements.

New/ revised accounting standards, amendments 9 published accounting standards and interpretations that are not
et effective

The following [ntemational Financiel Reporting Standards (IFRS Standards) as notified under the Companies Act,
2017 and the amendments and interpretations thereto will be effective for acoounting perieds beginning on or after the
dates specified below;

* Amendment to IFRS 3 'Business Combinations' - Definition of a Business (effective for business combinations
for which the acquisition date is on or after the beginning of annual period beginning on or after January 01,
2020). The 1ASB has issued amendments aiming to resolve the difficulties that arise when an entity determines
whether it has acquired a business or a group of assets. The amendments clarify that o be considered a business,
an aequired set of activities and assets must include, at a minimum, &n input and a substantive process that
together significantly contribute to the ability to create outputs. The amendments include an election to use &
concentration test. The application of the amendment is not likely to have an impact on the Modaraba's financial
statements.

- Amendments to 1AS 1 Presentation of Financial Statements' and [AS 8 'Accounting Policies, Changes in

Accounting Estimates and Errors' (effective for annual periods beginning on or after January 01, 2020). The
amendments are intended to make the definition of material in 1AS | easier to understand and are not intended to
alter the underlying concept of materiality in IFRS Standards, In addition, the 1ASB has also issued guidance on
how to make materiality judgments when preparing their general purpose financial statements in accordance with
IFRS Standerds. The amendments are not likely to affect the financial statements of the Modaraba.

- Interest rate benchmark reform which amended [FRS 9, IAS 39 and IFRS 7 is applicable for annual financial
periods beginning on or after January 01, 2020, The G20 asked the Financial Stability Board (FSB) to undsrtake
a fundamental review of major inferest rate benchmarks, Following the review, the FSB published a report setting
out its recommended reforms of some major interest rate benchmarks such gs IBORs, Public authoritics in many
jurisdictions have since taken steps to implement those recommendations. This has, in turm, led to uncertainty
about the long-term viability of some interest rate benchmarks. In these amendments, the term 'interest rate
benchmark reform’ refers to the market-wide reform of an interest rate benchmark including its replacement with
an alternative benchmark rate, such as that resulting from the FSB's recommendations set out in its July 2014
report Reforming Major Interest Rate Benchmarks' (the reform). The amendments made provide relief from the
potential effects of the uncertainty caused by the reform, A company shall apply the exceptions to all hedging
relationships directly affected by imerest rate benchmark reform. The amendments are not likely to affect the
financial statements of the Modaraba.

- Classification of liabilities as current or non-current (Amendments to IAS 1) effective for the annual period
beginning on or after January 01, 2022, These amendments in the standards have been added to further clarify
when  liability s classified as current. The standard also amends the aspect of classification of lisbility as non-
current by requiring the assessment of the entity’s right at the end of the reporting period to defer the settlement
of liability for at least twelve months after the reporting period. An entity shall apply those amendments
retrospectively in accordance with 1AS 8. The amendments are not |ikely to affect the financial statements of the
Modaraba.

-
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- Onerous Contracts — Cost of Fulfilling a Contract (Amendments to 1AS 37) effective for the annual period
beginning on or after January 01. 2022 amends IAS | by mainly adding paragraphs which clarifies what comprise
the cost of fulfilling a contract, Cast of fulfilling 2 contract is relevant when determining whether a contract is
onerous, An entity is required to apply the amendments to contracts for which it has not vet fulfilled all its
obligations at the beginning of the annual reporting period in which it first applies the amendments (the date of
initial application). Restatement of comparative information is not required, instead the amendments require an
entity to recognize the cumulative effect of initially applying the amendments as an adjustment to the opening
balance of retained eamings or other companent of equity, as appropriate, at the date of initial spplication. The
amendments are not likely to affect the financial statements of the Modaraba.

- Property, Plant and Equipment: Proceeds before Intended Use (Amendments 1o 1AS 16) effective for the annual
period beginning on or after January 01, 2022 clarifies that sales proceeds and cost of items produced while
bringing an item of property, plant and equipment to the location and condition necessary for it to be capable of
operating in the manner intended by management e.g. when testing etc., are recognized in profit or loss in
accordance with applicable Standards. The entity the cost of those items applying the measurement
requirements of TAS 2. The standard also removes the requirement of deducting the net sales proceeds from cost
of testing. An entity shall apply those amendments retrospectively, but only to items of property, plant and
equipment that are brought to the location and condition necessary for them to be capable of operating in the
manner intended by management on or after the beginning of the earliest period presented in the financial
statements in which the entity first applies the amendments. The entity shall recognize the cumulative effect of
initially applying the amendments as an adjustment to the opening balance of retained earnings (or other
companent of equity, as appropriate) at the beginning of that earliest period presented. The amendments are not
likely to affect the financial statements of the Modaraba.

253 Annual Improvements to IFRS standards 2018-2020:

The following annual improvements to [FRS standards 2018-2020 are effective for annual reporting periods beginning
on or after January 01, 2022,

= IFRS 9 - The amendment clarifies that an entity includes only fees paid or received between the entity (the
borrower) and the lender, including fees paid or received by either the entity or the lender on the other’s behalf,
when it applies the ‘10 per cent’ test in paragraph B3.3.6 of IFRS 9 in assessing whether to derecognize a
financial liability.

- IFRS 16 - The amendment partially amends Ilustrative Example 13 accompanying IFRS 16 by excluding the
illustration of reimbursement of leasehold improvements by the lessor. The objective of the amendment is to

resolve any potential confusion that might arise in lease incentives.

- 1AS 4] - The amendment removes the requirement in paragraph 22 of LAS 41 for entities to exclude taxation
cash flows when measuring the fair value of a biological asset using a present valus technique.

The above amendments are not likely to affect the financial statements of the Modaraba.
k] SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in the preparation of these financial statements are set out below. The
accounting policies set out below have been applied consistently to all periods presented in these financial statements.

3l Furniture and equipment

Fixed assets held for own use are stated at cast less accumulated depreciation and impairment, if any. Depreciation is
charged to income applying the reducing balance method at the rates specified in note 4.

Depreciation is charged from the date of acquisition of the respective assets upto the date of disposal.
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3.5

3.6

Maintenance and normal repairs are charged to the statement of profit or loss as and when incurred. Major renewals
and replacement are capitalized and assets so replaced, if any, are retired,

Assets' residual values if significant and their useful lives are reviewed and adjusted, if appropriate, at each reporting
date,

Gain or loss on disposal of assets is accounted for in the year in which it arises.

Impairment of non-financial assets

The Modaraba assesses at each reporting date the carrying value of assets subject to depreciation or amortization
whether there is any indication that assets may be impaired. If such indication exists, the carrying amounts of such
assets are reviewed to assess whether they are recorded in excess of their recoverable amount. Where carrying values
exceed the respective recoverable amount, assets are written down to their recoverable amounts and the resulting
impairment loss is recognized in profit or loss. The recoverable amount is the higher of an asset's fair value less costs
to sell and value in use. Where impairment loss subsequently reverses, the carrying amount of the asset is increased to
the revised recoverable amount but limited to the extent of initial cost of the asset. Reversal of impairment loss is
recognized as income,

Stock in trade

Stock in trade is valued at lower of cost and net realizable value, Net realizable value signifies the estimated selling
price in the ordinary course of business less estimated costs necessary to make the sale.

Cost is determined using weighted average method.
Trade debts

Trade debts are carried at their initial transaction price less the lifetime expected credit loss allowance.

A receivable is recognized when the goods are delivered to customers as this is the point in time that the consideration
is unconditional because only the passage of time s required before the payment is due.

Cash and cash equivalents

For the purpose of the statement of cash flows, cash and cash equivalents consist of cash in hand and balances with
banks.

Financial assets

Classification and initial measurement

The Modaraba classifies its financial assets into either of following three categories:

(a) financial assets measured at amortized cost.

(b) fair value through other comprehensive income (FVOCI);

(c) fair value through profit or loss (FVTPL); and

fa) Financial assets measured at amortized cost
A financial asset is measured at amortized cost if it is held within business model whose objective is to hold
assets to collect contractual cash flows, and its contractual terms give rise on specified dates to cash flows that are
solely payments of principal and interest on principal amount cutstanding,
Such financial assefs are initially measured at fair value plus transaction costs that are directly atributable to the

acquisition or issue thereof.

e
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Financial assets at FYOC!
A financial asset is classified as at fair value through other comprehensive income when either;

(a)  itis held within a business model whose objective is achieved by both collecting contractual cash flows
and selling financial assets and its contractual terms give risz on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding, or

(b) itis an investment in equity instrument which is designated as at fair value through other comprehensive
income in accordance with the irrevocable election available to the Company at initial recognition.

Such financial assets are initially measured at fair value plus transaction costs that are directly attributable to the
acquisition or issue thereof.

Financial assets at FVTPL

A financial asset shall be measured at fair value through profit or loss unless it is measured at amortised cost or at
fair valuz through other comprehensive income, as aforesaid.

Such financial assets are initially measured at fair value.

Initial recognition

The Modaraba recognizes an investment when and only when it becomes a party to the contractual provisions of the
instrument evidencing investment.

Regular way purchase of investments are recognized using trade date accounting i.¢. on the date on which the trading
of the purchase transaction takes place.

Subsequent measurement

(@)

()

&)

Financial assets measured at amortized cost

These assets are subsequently measured at amortized cost (determined using the effective interest method) less
accumulated impairment losses.

Interest / markup income, foreign exchange gains and losses and impairment losses arising from such financial
assets are recognized in profit or loss.

Financial assets at FYOCI
These are subsequently measured at fair value less accumulated impairment losses.

A gain or loss on a financial asset measured at fair value through other comprehensive income in accordance is
recognised in other comprehensive income, except for impairment gains or losses and foreign exchange gains and
losses, until the financial asset is derecognised or reclassified. When the financial asset is derecognised the
cumulative gain or loss previously recognised in other comprehensive income is reclassified from equity to profit
or loss as a reclassification adjustment (except for investments in equity instruments which are designated as at
fair value through other comprehensive income in whose case the cumulative gain or loss previously recognized
in other comprehensive income is not so reclassified). Interest is calculated using the effective interest method
and is recognised in profit ar loss.

Financial assets at FYTPL

These assets are subsequently measured at fair value,

Net gains or losses arising from remeasurement of such financial assets as well as any interest income accruing
thereon are recognized in profit or loss.

=
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Impairment

The Modaraba's only financial asset that is subject to the impairment requirements of IFRS 9 is trade receivables.

The Modaraba applies the IFRS 9 'Simplified Approach' to measuring expected credit losses which uses a lifetime
expected loss allowance for all trade receivables. The Modaraba measures expected credit losses on trade receivables
in a way that reflects an unbiased and probability-weighted amount, time value of money and reasonable and
supportable information at the reporting date about the past events, current conditions and forecast of future economic
conditions. The Modaraba recognises in profit or loss, as an impairment loss, the amount of expected credit losses (or
reversal) that is required to adjust the loss allowance at the reporting date.

De-recognition

Financial assets are derecognized when the rights to receive cash flows from the financial assets have expired or have
been transferred and the Modaraba has transferred substantially all risks and rewards of ownership.

Trade and other payables

Trade and other payables are recognized initially at fair value plus directly attributable cost, if any and subsequently
measured at amortized cost.

Financial liabilities

Financial liabilities are classified as measured at amortized cost or 'at fair valug through profit or loss' (FVTPL). A
financial liability is classified as at FVTPL if it is classified as held for rading, it is a derivative or it is designated as
such on initial recognition. Financial liabilities at FVTPL are measured at fair value and net gains and losses,
including any interest expense, are recognized in the statement of profit and loss account.

Financial liabilities are derecognized when the contractual obligations are discharged or cancelled or have expired or
when the financial liability's cash flows have been substantially modified,

Provisions

Provisions are recognized when the Modaraba has a present legal or constructive obligation as a result of past evenis
and it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation
and a reliable estimate of the amount can be made. However, provisions are reviewed at each reporting date and
adjusted to reflect the current best estimate.

Offsetting of financial assets and liabilities

Financial assets and liabilities are offset and the net amount is reported in the statement of financial position only
when there is a legally enforceable right to set off the recognised amount and the Modaraba intends either to settle on
a net basis or to realize the assets and settle the liabilities simultaneously.

Revenue recognition
Revenue from trading activities

Revenue from sale of goods (sugar) is recegnized when the customer obtains control of the goods, being when the
goods are delivered to the customer and there is no unfulfilled obligation that could affect the customer's acceptance of
the goods. Delivery occurs when the goods have been dispatched from the Modareba's premises, the risk of loss has
been transferred to the customer, and either the customer has accepted the goods in accordance with the sales contract,
the acceptance provisions have elapsed, or the Modaraba has objective evidence that all criteria for acceptance have
been satisfied.

The Modaraba does not expect to have contracts where the period between the transfer of the promised goods or
services to the customer and payment by the customer exceeds one year. As a consequence, the Modaraba does not
adjust any of the transaction prices for the time value of money.

v/
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Dividend income

Dividends are received from investments measured at fair value through profit or loss and at fair valuz through other
comprehensive income. Dividends are recognized in the statement of profit or loss when the right to receive payment
is established, it is probable that the economic benefits associated with the dividend will flow to the Modaraba and the
amount of the dividend can be measured reliably, This applies even if they are paid out of pre-acquisition profits,
unless the dividend clearly represents a recovery of a part of the cost of an investment. In this case, dividend is
recognized in other comprehensive income if it relates to an investment measured at fair value through other
comprehensive income.

Interest income

Return on bank depesits is recognized on a time proportion basis on the principal amount outstanding and at the rate
applicable.

Staff provident fund

The Modaraba operates an unrecognized provident fund scheme for all its eligible employees. The charge for
provision fund benefit payable to employees is recognized on an annual basis equal to 9% of their basic salary.

Compensated absences

Non-accumulating compensated absences are recognized as expense in the period in which they oceur,

Taxation
Current

Unless the income of the Modaraba {other than income from trading activities) is treated as exempt under clause (100)
of Part | of the Second Schedule to the Income Tax Ordinance, 2001 ('the Ordinance’), the tofal income (excluding
dividend income} is subject to taxation at the rate of 25%.

The income of non-trading Modaraba is exempt from taxation under clause (100) of Part | of the Second Schedule of
the Ordinance, subject to the condition that not less than 90% of the total profits in the vear (as reduced by the amount
transferred to statutory reserve) are distributed amongst the certificate holders.

Deferred

Deferred tax is recognized using the balance sheet liability method in respect of all temporary differences arising from
differences between the carying amounts of assets and liabilities in the financial statements and their tax base This is
recognized on the basis of the expected manner of the realization and the settlement of the carrying amount of assets
and liabilities using the tax rates to the extent that it is probable enacted or substantively enacted at the reporting date.
Deferred tax assets are recognized to the extent that future taxable profit will be available against which the deductible
temparary differences can be utilized. Deferred tax assets are reduced to the extent that is no longer probable that the
related tax benefit will be realised.

Current and deferred tax is recognised in profit or loss, except to the extent that it relates to items recognised in other
comprehensive income or directly in equity, In this case, the tax is also recognised in other comprehensive income or
directly in equity, respectively.

-




FURNITURE AND EQUIPMENT

Office Furniture &  Computer & allied

equipment fixture equipment al
(Rupees)
As at June 30,2018
Cost 147,225 146,603 351,720 645,543
Accumulated depreciation (135,692) (132,519) (338,919) (607,130)
11,533 14,084 12,801 38418
Mavement during the year ended
June 30, 2019
Opening net bock value 11,533 14,084 12,801 38418
Depreciation for the year (1,153) {1,408) (3,840) (6,401)
Closing net book value 10,380 12,676 §.961 32,017
As at June 30, 2019
Cost 147,225 146,603 351,720 645,548
Accumulated depreciation (136,843) (133,927) (342,759) (613.531)
10,380 12,676 8,961 32,017
Mevement during the year ended
June 30, 2620
Opening net book value 10,380 12,676 8,961 32,017
Depreciation for the year (1.038) (1,268) (2,688) (4,994)
Closing net book value 9.342 11,408 6273 27,023
As at June 30, 2020
Cost 147,225 146,603 351,720 645,548
Accumulated depreciation (137,883) (135,195) (345447) (618,515)
9,342 11,408 6,273 27,023
Rate of depreciation per annum 10% 10% 30%
2020 2019
LONG TERM DEPOSITS -Rupegs--—-—-—
Basic deposits placed with:
- Central Depository Company of Pakistan Limited 25,000 23,000
- State Bank of Pakistan 10,019 10,019
- Pakistan Telephone Communications Limited 5,000 5,000
40,019 40,019
{Restated)
LONG TERM INVESTMENTS 2020 2019
Note A —Rupees..
At fair value through other comprehensive income
Ordinary shares of listed companies 6.1 21,840,336 20,314,751
At fulr value through profit or loss
Units of open-ended mutual funds 6.2 §1,206,295 75,301,754
103,046,631 95,616,505
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6.1

6.1.1

6.1.2

6.1.3

Investments in ordinary shares of listed companies

Unless stated otherwise, the following holdings are in ordinary shares/certificates of Rs. 10/~ each.

Number of shares / cerfificates Name of Company | Iestitution Caosi Market value
1020 L] pliki] 1019 020 it
Rup
MODARABAS
2,136 2,156 Orix: Modarzba 191281 191.281 Jwdde 37508
7,500 TLI0 First Puniab Modarabs 127475 127,575 145,80 167,670
BANK
1230 21230 Meezan Bank Lamited HL 42751 1,461,685 1,850,407
CEMENT
163,000 162,000 Foujt Coment Limated 5091404 SRLAM L1560 LHL250
13,000 13,000 Kehat Cement Limited unan I 1,786,850 682850
10,000 10000 DG Khan Cement Limited 159 453,300 365,400
REFINERY
12,500 12500 Amock Refinery Limsted 378,108 L1 11165001 565875
FUEL AND ENERGY
12419 2419 Hub Pawer Company Limited 1,087,419 1,037,618 1625377 1,765 446
45,000 45,000 Kohinoar Energy Limited 1,126,091 216,081 U ER 1,764,000
16,099 # Pakistan Petroletm Limited 6443 6421 75391 11990
606,500 600,500 K-Electric Limited 3255514 S28551 1,807,747 2636195
ENGINEERING
25,000 23000 Maghal Trea & Steel Industries Limited 1,756,825 3,654,868 907,000 629,000
25,000 25,000 Inrerrariosal Seeels Limied 1654865 1756824 1291250 2,750
AUTOMORBILE ASSEMBLER
000 2000 Pk Suzuka Motors Limited 1,434,413 | 434613 23,560 47920
COMMUNICATION
57,0100 57,100 Pakistan Telecommemication Cempany Limited 1,006,050 1,006,030 506,161 471350
CHEMICALS & PHARMACEUTICALS
0,000 70,000 Esgra Fenilizer Limited 4333450 4333480 4210508 4477899
32,320,198 31,940, 776 11840336 20,314,751
[

The assessment of the Modoraba's business model was made as at the date of initial application of [FRS 9 i.e. July 01,
2018, and then applied retrospectively to those financial assets that were not derecognised before July 01, 2018, As a
result of the above assessment, the management has concluded that all the investments in shares of listed companies
previously classified as 'Available for Sale' will be re-classified as 'at Fair Value through Other Comprehensive
Income’ in accordance with the objectives of the Modoraba.

Particulars of investments disposed of during the year

During the year ended June 30, 2020, no disposals of investments in ordinary shares of listed companies classified as
at fair value through other comprehensive income were made. However, during the comparative year, certain disposals
were made the details of which are as follows:

: Dividend
e Nuambeeof .I:;';v":t'n:'; Cumulative |- shcome
Wi’"' Serip name shres i gain/ (Joss)on | recognized on Reason for the disposal
disposedof | . & disposal disposed of
investments
——— (Rupees) —-

MEBL |Meezan Bank Ltd 39,000 3.565.589 2,064,692 54,987 |Refer note 6.1.3.
ORDM |Orix Modaraba 71500 1421370 774,293 - [Refernote 6,13,

Total 1986959 2838987 34987

Initially the management had made these investments with long term objectives, however, during the comparative year
upon performance analysis and future expectations the management decided to divest these mvestments and realize the

capital gains.
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9.1

9.2

Investment in units of open-ended mutual funds

Nunber of units Name of Mutual Fusd Cost Fair Value
bl ] i 019 L | 09
Rupess
S 31,061 Alfalah GHP 1gamic Value Fand S804 000,000 434085 4368392
09,549 9,545 ARD Lslamic Stock Fund 300,060 300,000 L 1405%
116,508 L1436 Meezan lslamic Fund [RIRH 6,142.54 RN AL 50403
1343360 1204278 Meezan Islamic Income Fund O0M) RLIMAE 6,136348 6070563
BANIN  TTT0E §1,206,2% 75,301,734
2020 209
PREPAYMENTS AND OTHER RECEIVABLES Note B 1] 1 T—
Prepayments 123,960 128,740
Other receivables
Profit on benk deposits 5,397 77,418
Loan to staff - 35,000
Sales tax 248,542 216,911
154,139 329,329
378,099 458,069
CASH AND BANK BALANCES
Cash in hand 70,774 27,949
Balance with banks:
- Current accounts 943,655 943,654
- Saving accounts 81 23,723,633 11,904,189
24,667,288 12,847,843
24,738,062 12,875,792

Saving accounts represent Islamic bank accounts. The rate of profit on these accounts ranges from 5.0% to 5.35%

(2019: 5% to 10.20%) per annum.

(Restated)
2020 2019
TRADE AND OTHER PAYABLES Note - Rupees-esencemacees
Payable against purchase of securities 91 882,660
Aecrued liakiliies:
- Accrued auditor's remuneration 275,000 300,000
- Salaries payables 163,713 -
- Commission payable 18,000 18,000
- Provident fund payable 424,960 67,247
- Sindh Workers' Welfare Fund 92 1,056,390 975,054
- Other liabilities 247,579 180,670
3,168,302 1,540,971

This represents the amount payable to Growth Securities (Pvt) Lid against purchase of Pakistan Petroleum Limited
shares by the Modaraba, Subsequently, in the month of July 2020, the Modaraba settled the amount,

This represents the provision for Sindh Workers' Welfare Fund recognized in respect of the financial vears ended June
30, 2015 to June 30, 2020. The provision has bzen computed at the rate of 2% of declared taxable income or
accounting profit, whichever is higher, as notified under the Sindh Workers' Welfare Fund Act, 2014 promulgated in
Jume 20135,
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CERTIFICATE CAPITAL
2020 2019 2020 2019
e No. 0f Certificates s Bl 11111
Authorized certificate capital
10,000,000 10,000,000 Modaraba certificates of Rs, 10 each 100,000,000 100,000,000
Issued, subscribed and paid-up capital
Modaraba certificates of Rs.10/- each issued for
3,000,000 3,000,000 cash 30,000,000 30,000,000
Modaraba certificates of Rs.10/- each issued as
4,515,158 4,515,158 bonus certificatzs 45,151,587 45,151,587
7,515,158 7,515,158 75,151,587 75,151,587
(Restated)
2020 2019
Note Rupees-———-
RESERVES
Statutory reserve 1.1 48,713,465 47,385,189
Unappropriated profits 13,646,050 12,317,774

62,359,515 59,702,963

Statutory reserve represents profits set aside to comply with the Prudential Regulations for Modarabas issued by the
SECP. These regulations require a modaraba to transfer not less than 20% and not more than 50% of its after tax profit
till such time that reserves equal 100% of the paid up capital. Thereafter, a sum not less than 5% of the after tax profit
is 1o be transferred. During the year, the Modaraba has transferred an amount of Rs. 1.328 million (2019: Nil) which
represents 50% of the profit after tax.

{Restated)
2020 2019

UNREALIZED (LOSS) / GAIN ON Note Rupees--—-——

REMEASUREMENT OF INVESTMENTS

CLASSIFIED AS AT FAIR VALUE THROUGH

OTHER COMPREHENSIVE INCOME
Market value of investments 6 21,840,336 20,314,751
Less: cost of investments (32,820,798)  (31,940,776)

(10,980,462) _(11,626,025)

Movement in unrealized (loss) / gain

Unrealized loss as at the beginning of the year - net (11,626,025)  (1,720,491)
Gain realized on disposal transferred to unappropriated profits - (2,838,986)
Surplus / (deficit) on remeasurement of investments

recognised during the year in other comprehensive income 645,563 (7,066,548)

645,563 (9,905,534)

Unrealized loss as at the end of the year - net (10,980.462) _ (11.626,023)

CONTINGENCIES AND COMMITMENTS

There were no known contingencies and commitments as at June 30, 2020 (June 30, 2019; None).

-
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Note
TRADING PROFIT FROM SALE OF SUGAR

Sales revenue
Cost of sales 141

Cost of sales

Opening stock
Purchases

Closing stock

DIVIDEND INCOME - NET OF ZAKAT

Dividend income - gross 15.1
Less: Zakat deducted at source

Dividend income - gross

Dividend income from investments classified as at
fair value through profit or loss

Meezan Islamic Fund
Meezan Islamic Income Fund
Alfalah GHP Islamic Value Fund

Dividend income from investments classified as at
fair value through other comprehensive income

D.G.Khan Cement

Fauji Cement Limited

Kohat Cement Limited

Hub Power Company Limited
Kohinoor Energy Limited
Pakistan Petroleum Limited
Pak Suzuki Motors Limited
International Stegl Limited
Mughal Steel

Pakistan Telecommunication Company Limited
Engro Fertilizer Limited
Meezan Bank Limited

First Punjab Modaraba

Orix Modaraba

P

2020

2019

! {11 S

24,578,750

(22,035,090)

2,543,660

10,107,090

- 11,928,000

22,035,090

22,035,090

8008407 6,564,127

. (18.075)

8908497 6,546,052
278,589 4

7206437 4,644,008
17845 :

TS025T1 4,644,008

10,000 42,300

121500 || 283,500

32,500 50,000

; 56,000

98,000 196,000

166 109

; 6,320

37,500 112,500

30,000 55,000

28,500 85,500

910,000 || 770,000

84,920 173,400

: 36,450

52,840 52,840

1405926 1,920,119

8908497 6364127
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2020 2019

OPERATING EXPENSES Note Rupees i

Salaries and other benefits 4,568,578 4,724,644
Fees and subscription 1,041,951 1,098,429
Newspapers and periodicals §520 7,837
Printing and stationery 18,440 90,231
Repair and maintenance 114,514 316,181
Travelling and conveyance 5,900 3,500
Postage and telephone 14,730 20,180
Auditors' remuneration 16.1 335,000 335,000
Depreciation 4 4,996 6,401
Advertisement 20,160 30,160
Bank charges 539 784
Miscellaneous 124,482 83,540
Rent, rates and taxes 26,800 25817

6,281,630 6,743,104

Auditors' remuneration

Audit fee 250,000 250,000
Review of code of corporate governance 25,000 25,000
Half yearly review including other certificates 60,000 60,000

335,000 335.000

MANAGEMENT COMPANY'S REMUNERATION

Management Company's remuneration excluding sales fax 458,491
Sales tax on Management Company's remuneration 59,604 -
518,095 -

The Modaraba Management Company is entitled to a remuneration for services rendered to the Modaraba under the
provisions of the Modaraba Companies and Modarabas (Floatation and Control) Ordinance, 1980 upto a maximum of
10% per annum of the net annual profits of the Modaraba. The remuneration for the year ended 30 June 2020 has been
recognised at 10% (2019: 10%) of the profit for the year before charging such remuneration.

2020 2019
TAXATION Note Rupees
Current 1,328,925 1,275,423
Deferred 181 - +
1,328,915 1,275,423

As of the reporting date there were no material temporary differences, therefore, no deferred tax has been recognized
in these financial statements.

Income tax assessments of the Modaraba have been finalized upto tax year 2019 under section 120 of Income Tax
Ordinance, 2001.

EARNINGS / (LOSS) PER CERTIFICATE - Basic and diluted (Restated)
2020 2019
Basic earnings / (loss) per certificate Rupees--—-—
Profit / (loss) after taxation 2,656,552 (2,929 488)
Number-
Weighted average number of certificates outstanding 7,515,158 7,515,158
=emeeee-Rupees:
Earnings / (loss) per certificate - basic 0.35 (0.39)

v
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Diluted earnings / (loss) per certificate

There is no dilutive effect on the basic eamings / (loss) per certificate of the Modaraba, since there were no potential
certificates in issue as at June 30, 2020 and June 30, 2019,

TRANSACTIONS ENTERED INTO AND BALANCES HELD WITH RELATED PARTIES

The related parties comprise of Modaraba Management Company, directors and key management personnel of the
Modaraba Management Company as well as their close family members. Remuneration and benefits to the executives
of the Modaraba are in accordance with the terms of employment,

Details of transactions with related parties, other than those disclosed elsewhers in these financial statements, are as
follows:

(Restated)

2020 2019
Transactions during the year Rupees-—
Management fee - payment during the year 346,593 497457
Management fee - charge for the year 518,095 -
Balances outstanding as at the year end
Management fee payable 159,581
FINANCIAL INSTRUMENTS
Financial risk management

The Board of Directors of the Modaraba Management Company has the overall responsibility for the establishment
and oversight of the Modaraba's risk management framework. The Modaraba has exposure to the following risks from
its use of financial instruments:

- Credit risk
- Liquidity risk
- Market risk

Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other
party to incur a financial loss. The Modaraba is exposed to credit risk in respect of trade debts and bank balances.

Concentration of credit risk arise when a number of counterparties are engaged in similar business activities, or have
similar economic features that would cause their ability to meet contractual obligations to be similarly affected by
changes in economic, political or other conditions. Concentrations of credit risk indicate the relative sensitivity of an
entity’s performance to developments affecting a particular industry.

The Modaraba's policy is to enter into financial contracts in accordance with the internal risk management polices and
the requirements of the Prudential Regulations for Medarabas issued by the SECP. The Modaraba seeks to manage its
credit risk exposure through diversification of its investments in equity instruments, mutual funds, trading from sale of
sugar and bank deposit arrangements to avoid undue concentration of risks with individuals or groups of customers in
specific locations or businesses

A financial asset is regarded as credit impaired as and when it falls under the definition of a 'defaulted’ financial asset.
For the Modaraba's internal credit management purposes, a financial asset is considered as defaulted when it is past
due for 90 days or more.

The Modaraba writes off a defaulted financial asset when there remains no reasonable probability of recovering the
carrying amount of the asset through available means.
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Contractual cashflows
Carrying value Total Vi ot i More than one
year
Rupees

As on June 30, 2020
Trade and other payables 2,079,064 2,079,064 (2,079,064) B
Due to Management Company 159,581 159,581 (159,581) B

159,581 159,581 (159,581)
As on June 30, 2019
Trade and other payables (restated) 365917 565,917 (565.917)
Due to Management Company (restated) - - -

565,917 565,917 (565,917)

21.1.3  Market risk

Market risk is the risk that the value of the financial instrument may fluctuate as a result of changes in market interest
rates or the market price due to a change in credit rating of the issuer or the instrument, change in market sentiments,
speculative activities, supply and demand of securities and liquidity in the market. Market risk comprises of currency
risk, interest rate risk and other price risk.

fa) Currency risk

Currency risk is the risk that the fair value or future cash flows of @ financial instrument will fluctuate because of
changes in foreign exchange rates. As of the reporting date, the Modaraba was not exposed to any foreign currency
risk as all its transactions were carried out in Pak Rupees.

{b) Profit rate risk

Profit rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market profit rates. As of the reporting date, the Modaraba did not hold any material investment in profit-
bearing financial instruments and, hence, was not exposed to any mterest rate risk.

fe) Other price equity risk

Other price risk represents the risk that the fair value of a financial instrument will fluctuate because of changes in the
market prices (other than those arising from interest / markup rate risk or currency risk), whether those changes are
caused by factors specific to the individual financial instrument or its issuer, or factors affecting all or similar financial
instruments traded in the market. Presently, daily stock market fluctuation is controlled by government authorities with
cap and floor of 10%. The restriction of floor prices reduces the volatility of prices of equity securities and the
chances of market crash at any moment. The Modaraba manages price risk by monitoring its exposure in quoted
securities and implementing the strict discipline in internal risk management and investment policies, which includes
disposing of its equity investments before it led the Modaraba to incur significant mark-to-market and eredit losses. As
of the reporting date, the Modaraba was exposed to equity risk since it had investments in quoted securities amounting
to Rs, 21,840 million (2019: Rs. 20.315 million) and investments in mutual funds amounting to Rs. 81.206 millien
(2019: Rs. 75.302 million).

The carrying value of investments subject to price risk is based on quoted market prices as of the reporting date.
Market prices are subject to fluctuation and consequently the amount realized in the subsequent sale of an investment
may significantly differ from the reported market value. Fluctuation i the market price of a security may result from
perceived changes in the underlying economic characteristics of the investee, the relative price of alternative
investments and general market conditions, Furthermore, amount realized in the sale of a particular security may be
affected by the relative quantity of the security being sold,

The Modaraba's portfolio of investments is broadly diversified so as to mitigate the significant risk of decline in
prices of securities in particular sectors of the marker,
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Analysis of investments in quoted securities by business sector is as follows:

June 30, 2020 June 30, 2019
(Rupees) % (Rupees) %

Modarabas 526,246 0.51 495,278 0.52
Bank 1,461,685 142 1,850,407 1.94
Cement 5,374,710 522 3,796,551 397
Refinery 1,116,500 1.08 965,875 1.01
Fuel and energy 6,023,526 5.85 6,177,681 6.46
Engineering 2,288,250 222 1,621,750 1.70
Automobile assembler 323,660 0.31 457,920 0.48
Communication 506,161 0.49 471,390 0.49
Chemicals & pharmaceuticals 4,219,598 4,09 4.477.899 4.68
Open-ended Mutual funds 81,206,295 78.81 75.301,754 78.75

103,046,631 10000 95,616,505  100.00

Sensitivity analysis

The table below summarizes Modaraba's equity price risk as of June 30, 2020 and 2019 and shows the effects of a
hypothetical 10% increase and a 10% decrease in market prices as at the year end reporting dates. The selected
hypothetical change does not reflect what could be considered to be the best or worst case scenarios. Indeed, results
could be waorse because of the nature of markets and the aforementioned concentrations existing in Modaraba's
investment portfolio,

Estimated fair Hypothetical Hypothetical
. Hypothetical price value after increase / increase /
Fair value ! hypothetical  (decrease) in profit (decrease) in other
change R f
change in prices [ (loss) before tax  comprehensive
income
June 30,2020  Rupees 103,046,631 10% increase 113351,295 8,120,630 2,184,034
10% decrease 92,741,968 (8,120,630) (2,184,034)
June 30,2019 Rupees 95,616,505 10% increase 105,178,155 1,530,175 2,031,475
10% decrease 86,034,854 (7,330,175) (2,031,473)

Fair value hierarchy

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. Consequently, differences can arise between carrying values and
the fair value estimates.

The carrying amounts of all financial assets and liabilities reflected in the financial statements approximate their fair
values.
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The Modaraba measures fair values using the following fair value hierarchy that reflects the significance of the inputs
used in making the measurements:

Level 1 Fair value measurements using quoted prices (unadjusted) in active markets for identical assets or liabilities,

Level 2: Fair value measurements using inputs other than quoted prices included within Level | that are observable for
the asset or liability, either directly or indirectly.

Level 3: Fair value measurements using inputs for the asset or liability that are not based on observable market data
(i.e. unobservable nputs),

Following is the fair value hierarchy of financial assets carried at fair value in the statement of financial position:

June 30,2020
Level 1 Level2  Leveld Total

Rupees
Financial assets
Investments in units of open-end mutual funds $1,206.295 - - 81,206,295
Investment in ordinary shares of listed companies 11,840,336 - - 11,840,336
103,046,631 - - 103,046,631
June 30, 2019
Level | Level2  Level3d Total
Rupess
Financial assets
Investments in units of open-end mutual funds 75,301,754 - - 75,301,754
Investment in ordinary shares of listed companies 10,314,751 - - 20314751
95,616,503 - - 93,616,503
213 Financial instruments by categories
At fair value ;:tr:lrh :;:;
through profit or ¢ 4 Amortized cost Total
comprehensive
loss s
income
Rupees
As at June 30, 2020
Financial assets
Long term deposits - - 40,019 40,019
Long term investments 81,206,295 21,840,336 - 103,046,631
Other receivables - - 5,597 5,597
Cash and bank balances - - 24,738,062 24,738,062
81,206,295 21,840,336 24,783,678 127,830,309
Financial
liabilities at
amortized cost
Financial liabilities - Rupees -
Trade and other payables 2,079,064
Due to Management Company 159,581

o~




23

At fair value
At fair value

through other .
through profit or comprehensive Amortized cost Total
loss income
As at June 30,2019
Financial assets
Long term deposits - - 40,019 40,019
Long term investments 75,301,754 20,314,751 - 95,616,505
Trade debts - . 14,960,000 14,960,000
Other receiveables - - 112418 112,418
Cash and bank balances - - 12,875,792 12,875,792
75,301,754 20,314,751 27988229 123,604,734
Financial
liabilities at
amortized cost
Financial liabilities - Rupees —
Trade and other payables (restated) 563917
Due to Management Company (restated) -
565917

CAPITAL MANAGEMENT

The Modaraba's prime objective when managing capital is to safeguard its ability to continue as a going concern in
order to provide adequate returns for certificate-holders and benefits for other stakeholders and to maintain an optimal
capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Modaraba may adjust the amount of dividends paid to
certificate-holders and issue new certificates,

The management closely monitors the return on capital along with the level of distributions to certificate holders.
Following is the quantitative analysis of what the Company manages as capital:

(Restated)
2020 2019
—remmeme RUP RS eeee
Certificate holders' equity
- Issued, subscribed and paid up capital 75,151,587 75,151,587
- Reserves 62,359,515 59,702,963
Total capital managed by the Company 137,511,102 _ 134.854.550

The Modaraba is not subject to any externally imposed capital requirements.

CORRECTION OF A PRIOR PERIOD ERROR

In its annual financial statements for the year ended June 30, 2019, the Modarba applied the International Financial
Reporting Standard (IFRS) 9 Financial Insiruments which replaced the previous guidance on financial instruments
contained in the International Accounting Standard (IAS) 39 Financial Instruments: Recognition and Measurement.
Besides other simplifications and significant amendments in the accounting for financial instruments, IFRS 9 has
simplified the classification of financial assets and replaced the various classification categories in IAS 39 with only
three classification categories: (1) at ‘amortized cost’ (2) at 'fair value through other comprehensive income' (FVOCI);
and (3) at 'fair value through profit or loss' (FVPL). IFRS 9 also sets out the criteria for classification categories (1)
and (2) based on the reporting entity’s business model for managing the financial asset as well as the contractual cash
flow characteristics of the financial asset and specifies that the classification category (3) is the residual category.
However, IFRS 9 also allows an entity to make an irrevocable election at initial recognition for particular investments
in equity instruments (i.e, those instruments that are neither held for trading nor contingent consideration recognized
by an acquirer in a business combination) that otherwise would be measured at FVPL to present subsequent changes in
fair value in other comprehensive income ('the OCI option’),
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For a considerably long period of time, the Modaraba has been holding investments in ordinary shares of listed
companies and the units of open-ended quoted mutual funds. As reported in note 3.2(i) to the financial statements of
the Modaraba for the year ended June 30, 2019, upon initial application of IFRS 9, the Modaraba adopted the OCI
option, referred to above, to present subsequent changes in the fair value of all its investments (including investments
in units of mutual funds) in other comprehensive income. However, since, as per 1AS 32 Fimancial Instruments:
Presentation, units of a mutual fund are considersd as puttable financial instruments (thus, falling under the
definition of a 'financial liability"), they are not considered as ‘equity instruments' for the purpose of applying the
aforesaid OCI option in IFRS 9 (as also acknowledged by the International Accounting Standerds Board (IASB) in
paragraph BC3.21 of IFRS 9). Accordingly, the OCI option was not available for investments in units of mutual funds
and, thus, these investments should have been carried at FVPL instead of at FVOCL

Hence, in these financial statements, the above error has been rectified retrospectively in accordance with the
requirements of IAS 8 "dccounting Policies, Changes in Accounting Estimates and Errors’, and the corresponding
figures have been restated, wherever deemed necessary. However, these restatements have no effect on the statement
of financial position as at the beginning of the earliest period presented (i.e. as of June 30, 2018) because, as reported
innote 3.2(i) to the financial statements of the Modaraba for the vear ended June 30, 2019, the change in classification
of investments in ordinary shares of listed companies and units of mutual funds was only applied as at July 01, 2018
(i.2. not retrospectively) as permitted under the transitional provisions of IFRS 9. Hence, the statement of financial
position as at June 30, 2018 has not been presented in these financial statements.

The retrospective correction of the aforesaid errors has its effects on the corresponding figures presented in these
financial statements as follows:

Surphus / (deficit) on re-

measurement of Due to
Reserves  investments at fair value Tr": a.r;i:her Management
through comprehensive pay Company
ineome

Effects on the statement of financial positi Rupees
Balance as at June 30, 2019 {as previously reported) 61,035,244 (13,371,286) 1,603.358 46,59
Effect of restatemert af on June 30, 2019
Reclassification of unrealized loss on re-measurement of

investments in units of mutual funds (1,745,261) 1,745,261
Reversal of Manzgemsént fee 346,593 - (346,593)
Reversal of provision for Workers' Welfare Fund 62,387 - (62.387)
Balance as at June 30, 2019 (as restated) 59702963 {IIIEEZS! 1.840.971

Rupees

Effects on profit o loss
Recognition of unrealized loss oni in anits of mutual finds (5,750,631
Recognition of gain realised on disposal of investments in units

of mutual funds 630,634
Reversal of Management Company's i 346,593
Reversal of provision for Workers' Welfare Fund 62,387
Decrease in profit before and after taxation [4,711,018)

EE
Decrease in the hasic and dituted earnings per certificate !0.53!
Effects an other comprehensive income
Derecognition of unrealized loss on investment in units of mutual funs 5,120,067
Derecogrition of loss realized on disposal of invesimenis :
Decrease in other comprehensive loss 5,120,067
Net decrease in total comprehensive loss 409,048
-
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Date of authorization for issue

These financial statements were authorized for issue by the Board of Directors of the Modaraba Management
Company in their meeting held on_September 25, 2020 .

Corresponding figures

Following corresponding figures in thes financial statements have been reclassified for better presentation, the impact
of which is not regarded as material,

Amount
From component To component (Rupees)
Short term investments Long term investments
(Current assets) (Nan-current assets) 95,616,303
Level of rounding
All figures in these financial statements have been rounded off to the nearest rupee.
FOR E.A Management (Private) Limited
(Management Company)
Chairman Chief Executive Director Chief Financial Officer
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PATTERN OF CERTIFICATE HOLDING

AS AT JUNE 30, 2020
NO. OF CERTIFICATE TOTAL
HoLDERs ~ CERTIFICATEHOLDING  orpriricares HELD
635 1 100 13,850
244 101 500 61,378
74 501 1000 54,188
167 1001 5000 341,312
30 5001 10000 216,163
6 10001 15000 71,382
2 15001 20000 32,486
5 20001 25000 109,329
2 25001 30000 55,939
4 40001 45000 170,144
1 45001 50000 46,000
1 70001 75000 72,105
1 95001 100000 97,000
1 115001 120000 115,724
1 155001 160000 164,500
1 170001 175000 171,360
1 180001 185000 183,078
1 185001 190000 187,877
1 210001 215000 212,554
1 225001 230000 227,910
1 265001 270000 269,240
1 280001 285000 280,303
1 285001 290000 286,500
1 315001 320000 318,113
1 335001 340000 339,095
1 355001 360000 356,138
1 505001 510000 507,073
1 675001 680000 675,629
2 935001 940000 1,878,788
1189 TOTAL 7,515,158
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CATEGORIES OF CERTIFICATE HOLDINGS
AS AT JUNE 30, 2020

Number of Total Percentage
Certificate Holders Certificates Held %

Director CEOand their Spous and Minor Children Holding

Mr. Omar Amin Bawany - Chief Executive 29,411 0.3914]
Mrs. Rukhsana 366,447 48761
Mr. Ahmed Ali Bawany - Chairman 507,073 6.7473]
Hamza Omar Bawany - Direcotor 42,539 0.5660

6 945,470 12.5808

Associated Companies, Undertaking and related Parties

E.A Management (Pvt) Ltd. 939,394 12.5000
Faran Sugar Mills Ltd. 939,394 12.5000
Reliance Insurance Co. Ltd. 115,724 1.5399
3 1,994,512 26.5399

NIT and ICP
Trustee National Bank of Pakistan, Pension Fund 41,908 0.5576
Trustee National Bank of Pakistan, Benevolent Fund 1,471 0.0196]
M/S. ICP 7,399 0.0985
National Bank of Pakistan Ltd 756 0.0101
IDBP (ICP Unit) 1,911 0.0254
7 53,445 0.7112

Certificate Holders Holding Five percent or more

Sind Particle Board Mills 675,629 8.9902
Mrs.Shaheda Muhammad Amin 539,216 71750
Mrs.Gulshan Ara Muhammad Amin 508,213 6.7625)
Mrs.Aisha Bai Muhammad Amin 510,455 6.7923]
7 2,233,513 29.7201

INDIVIDUALS 1143 1,903,604 25.3302
INVESTMENT COMPANIES 4 107,971 1.4367
INSURANCE COMPANIES 1 187,877 2.5000
JOINT STOCK COMPANIES 8 4,634 0.0617
FINANCIAL INSTITUTIONS 1 10,456 0.1391
OTHERS 7 45,747 0.6087
CHARITABLE TRUSTS 1 23,102 0.3074
COOPERATIVE SOCIETIES 1 4,827 0.0642
Total 1189 7,515,158 100




July 2019-June 2020
NUMBER OF MEETINGS
No. of BOD No. of Audit No.of HR & R
Name of Director Meetings ~ Committee Meetings Committee Meeting
Attended Attended Attended
1. Mr. Muhammad Omar Amin Bawany 4 N/A 1
2. Mr. Ahmed Ali Mohammad Amin Bawany 3 3 1
3. Mr. Hamza Omar Bawany 4 4 N/A
4. Mr. Abdul Ghaffar Umar 4 4 1
KEY OPERATING AND FINANCIAL DATA Rs. 000°s
Year 2020 2019 2018 2017 2016 2015
(Restated)
Paid-up Capital 75,151 75,151 75,151 75,151 75,151 75,151
Equity 137,511 134,855 130,939 134,737 123,742 118,778
Operating Revenue 10,867 5,089 12,434 24223 17,761 15379

Net Profit/(Loss) AterTax 2,657  (2,929) 3,717 15,880 10,224 9,116

Bonus - - - - - -
Cash Dividend - - - 10%  6.50% 7%
Earing / (Loss)

Per Certificate (Rs.) 0.35  (0.39) 0.49 2.11 1.36 1.21
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REVIEW REPORT ON THE STATEMENT OF COMPLIANCE CONTAINED IN LISTED
COMPANIES (CODE OF CORPORATE GOVERNANCE) REGULATIONS, 2019

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of Corporate
Governance) Regulations, 2019 (‘the Regulations’) prepared by the Board of Directors of E.A. Management
Company (Private) Limited (‘the Management Company’) for the year ended June 30, 2020 in accordance with
the requirements of regulation 36 of the Regulations.

The responsibility for compliance with the Regulations is that of the Board of Directors of the Management
Company. Our responsibility is to review whether the Statement of Compliance reflects the status of the
Modaraba’s compliance with the provisions of the Regulations and report if it does not and to highlight any non-
compliance with the requirements of the Regulations. A review is limited primarily to inquiries of the
Management Company’s personnel and review of various documents prepared by the Management Company to
comply with the Regulations.

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

The Regulations require the Management Company to place before the Audit Committee, and upon
recommendation of the Audit Committee, place before the Board of Directors for their review and approval. We
are only required and have ensured compliance of this requirement to the extent of the approval of the related
party transactions by the Board of Directors upon recommendation of the Audit Committee.

Based on our review, nothing has come to our attention which causes us to believe that the Statement of
Compliance does not appropriately reflect the Modaraba’s compliance, in all material respects, with the
requirements contained in the Regulations as applicable to the Modaraba for the year ended June 30, 2020.

Further, we highlight below an instance of non-compliance with a mandatory requirement and an explanation for
non-compliance with a non-mandatory requirement of the code as stated in paragraphs 18 and 19 of the Statement
of Compliance respectively:

S.No. | Nature of the | Paragraph Description
requirement No.

As per regulation # 6 of Listed Companies (Code of Corporate
Governance) Regulations, 2019, number of independent directors shall
1 Mandatory 18 be at least two or one third of the total board members, whichever is
higher. However, during the year June 30, 2020, the Modaraba had
only one independent director.

As per the proviso to regulation # 24 of Listed Companies (Code of
Corporate Governance) Regulations, 2019, the same person shall not
simultaneously hold the position of Company Secretary and Chief
2 Non- 19 Financial Officer. However, as noted in clause 19, currently these
mandatory positions are held by the same person since considering the volume of
business, it is not cost effective for the Modaraba to assign these
positions to two separate individuals.

Karachi. Rahman Sarfaraz Rahim Igbal Rafiq
Date: September 25, 2020 Chartered Accountants
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Statement of Compliance with Listed Companies

(Code of Corporate Governance) Regulations, 2019

Name of modaraba: ~ B.F.Modaraba

Year ended: June 30, 2020

The Modaraba Management Company (hereinafter referred to as ‘the Company’) has complied with the
requirements of the Listed Companies (Code of Corporate Governance) Regulations, 2019 (‘the
Regulations’) in the following manner:

1. The total number of directors are 4 as per the following:
a) Male: -4
b) Female: - Nil

2. The composition of Board of Directors (‘the Board’) is as follows:

Category Name

Independent Director Mr. Abdul Ghaffar Umer
Executive Director Mr. Muhammad Omar Amin Bawany
Non-Executive Director Mr. Ahmed Ali Bawany

Mr. Hamza Omar Bawany

3. The directors have confirmed that none of them is serving as a director on more than seven listed
companies, including this Company;

4. The Company has prepared a Code of Conduct and has ensured that appropriate steps have been
taken to disseminate it throughout the Company along with its supporting policies and procedures;

5. The Board has developed a vision/mission statement, overall corporate strategy and significant
policies of the Company. The Board has ensured that complete record of particulars of the
significant policies along with their date of approval or updating is maintained by the Company;

6. All the powers of the Board have been duly exercised and decisions on relevant matters have been

taken by Board/ shareholders as empowered by the relevant provisions of the Companies Act, 2017
and the Regulations;




10.

11.

12,

13.

14.

The meetings of the Board were presided over by the Chairman and, in his absence, by a director
elected by the Board for this purpose. The Board has complied with the requirements of Companies
Act, 2017 and the Regulations with respect to frequency, recording and circulating minutes of
meeting of the Board;

The Board have a formal policy and transparent procedures for remuneration of directors in
accordance with the Companies Act, 2017 and the Regulations;

The Board has not arranged any Directors’ training program during the year ended June 30, 2020. Two
directors of the Company have already attended Directors’ training program from recognized institutes
and remaining two meet the criteria for exemption as stated in proviso to regulation 19(2) of the
Regulations;

The Board has approved appointment of Chief Financial Officer, Company Secretary and Head of
Internal Audit, including their remuneration and terms and conditions of employment and complied
with relevant requirements of the Regulations;

Chief Financial Officer and Chief Executive Officer duly endorsed the financial statements before
approval of the Board;

The Board has formed committees comprising of members given below:

a) Audit Committee

1. | Mr. Abdul Ghaffar Umer Chairman
2. | Mr. Ahmed Ali Bawany Member
3. | Mr. Hamza Omar Bawany Member

b) HR and Remuneration Committee

1. | Mr. Abdul Ghaffar Umer Chairman
2. | Mr. Ahmed Ali Bawany Member
3. | Mr. Muhammad Omar Amin Bawany Member

The terms of reference of the aforesaid committees have been formed, documented and advised to
the committees for compliance;

The frequency of meetings of the committees were as per following:

a) Audit Committee — Quarterly
b) HR and Remuneration Committee — Yearly




15. The Board has set up an effective internal audit function who are considered suitably qualified and
experienced for the purpose and are conversant with the policies and procedures of the Company;

16. The statutory auditors of the Company have confirmed that they have been given a satisfactory
rating under the Quality Control Review program of the Institute of Chartered Accountants of
Pakistan and registered with Audit Oversight Board of Pakistan, that they and all their partners are
in compliance with International Federation of Accountants (IFAC) guidelines on code of ethics as
adopted by the Institute of Chartered Accountants of Pakistan and that they and the partners of the
firm involved in the audit are not a close relative (spouse, parent, dependent and non-dependent
children) of the chief executive officer, chief financial officer, head of internal audit, company
secretary or director of the Company;

17. The statutory auditors or the persons associated with them have not been appointed to provide other
services except in accordance with the Companies Act 2017, the Regulations or any other
regulatory requirement and the auditors have confirmed that they have observed IFAC guidelines
in this regard;

18. We confirm that all requirements of the regulations 3, 7, 8, 27,32, 33 and 36 of the Regulations
have been complied with. Explanation as required under the regulation is mentioned below:

Company currently has one elected independent director out of total four directors who are
representing EA Management Company (Pvt.) Limited (Management Company of Modaraba) on
the board and it is impracticable to appoint Two directors out of Four member of the board as
independent. The elected independent director has requisite competency, skills, knowledge and
experience to discharge and execute his duties competently as per laws and regulations under which
hereby fulfill the necessary requirements.

19. Explanation for non-compliance with requirements, other than regulations 3, 6, 7, 8, 27,32, 33 and
36 are as below:

a) As per the proviso to regulation # 24 of Listed Companies (Code of Corporate Governance)
Regulations, 2019, the same person shall not simultaneously hold the position of Company
Secretary and Chief Financial Officer. However, currently these positions are held by the same
person since considering the volume of business, it is not cost effective for the Modaraba to
assign these positions to two separate individuals.

Chairman
E.A Management (Private) Limited

(Management Company)




NOTICE OF ANNUAL REVIEW MEETING

The 21st Annual Review Meeting of the Certificate Holders of B.F. Modaraba will be held on
Wednesday October 28, 2020 at 4:00 p.m. at the registered office of Modaraba at Plot No.
43-1-E, (B)P.E.CHS, Block-b, Off Razi Road, Shahrah-e-Faisal, Karachi, to review the
performance of theModaraba for the year ended June 30, 2020.

The Certificate Transfer Books of the Modaraba will remain closed from October 22, 2020 to
October 28, 2020 (both days inclusive).

Transfers received at the Share Registrar Office, M/s. C & K Management Associated (Pvt.) Ltd,
404, Trade Tower, Abdullah Haroon Road, Near Metropole Hotel, Karachi-75530, before the close
of business hours on October 21, 2020, will be treated in time.

Certificate holders are requested to promptly notify to the Shares Registrar of the company of any
change in their registered address.

Muhammad Ayub

Karachi. Company Secretary

Date: September 25, 2020

NOTE:

At the time of attending the meeting individual CDC account holders shall produce their
original National Identity Cards and corporate entities shall produce the Board's
Resolution/Power of Attorney with Specimen Signature of the nominees.




VISION

To provide financial products translating and services within the spirit
of Islamic Shariah and in accordance with the law to contribute in the
promotion of the law and to contribute towards fulfilling our
responsibilities in building a progressive society.

MISSION

% To engage effectively, responsibly and profitability in providing
financial products and services consistently seeking high
standard of performance to maintain a long term success
position in the competitive environment. This will be achieved
by:

% Introducing a just and equitable financial system by being a
good multipurpose financial institution;

Providing a range of specialized services working on Shariah
principles to sustain continuous earning growth through
effective management of its existing resources and through
selective investment and financing.

* Providing for reasonable and just profit, prudent growth and

pursuit of better efficiency.

* Focusing on serving our clients and customers building
relationship with them based on trust and mutual benefit; and

% Fulfilling our responsibilities to satisfy the certificate holders,
clients and the employees.
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