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AUDITORS' REPORT TO THE CERTIFICATE HOLDERS

We have audited the annexed balance sheet of First Habib Modaraba (the Modaraba) as at
31 March 2022 and the related profit and loss account, statement of comprehensive income,
cash flow statement and statement of changes in equity together with the notes forming part
thereof (hereinafter referred to as the financial statements), for the nine months period 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 [Habib Metropolitan Modaraba
Management Company (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 First Habib Modaraba as required by the Modaraba Companies and
Modaraba (Floatation and Control) Ordinance, 1980, (XXXI of 1980) and the
Modaraba Companies and Modaraba Rules, 1981;

(b) in our opinion:;

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

(i) the expenditure incurred during the nine months period was for the purpose of
the Modaraba's business; and
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(ii) the business conducted, investments made and the expenditure incurred during
the nine months period were in accordance with the objects, terms and
conditions of the Modaraba.

(© in our opinion and to the best of our information and according to the explanations
given to us, the balance sheet, profit and loss account, statement of comprehensive
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 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 Company's affairs
as at 31 March 2022 and of the profit, its comprehensive income, cash flows and
changes in equity for the nine months period then ended; and

(d) in our opinion, Zakat deductible at source under the Zakat and Ushr Ordinance, 1980,

(XVIII of 1980) was deducted by the Modaraba Company and deposited in the Central
Zakat Fund established under section 7 of that Ordinance.

Restriction on distribution and use

As stated in note 2.1.4 to the accompanying supplementary financial statements, these
supplementary financial statements have been prepared in terms of the requirements of
section 282(2)(e) of the Companies Act, 2017. Accordingly, it should not be used for any
other purpose without our written consent.

[y W

Chartered Accountants

Audit Engagement Partner: Shaikh Ahmed Salman

Date: 31 May 2022

Karachi



FIRST HABIB MODARABA

BALANCE SHEET

AS AT MARCH 31, 2022

ASSETS
NON-CURRENT ASSETS
Lease financing assets
Fixed assets in own use
Intangible assets
Diminishing musharaka financing
Long term deposits

CURRENT ASSETS
Investments
Current portion of diminishing musharaka financing
Lease financing installments receivable
Diminishing Musharaka financing installments receivable
Advances and prepayments
Other receivables
Income tax refundable
Cash and bank balances

TOTAL ASSETS

EQUITY AND LIABILITIES
CAPITAL AND RESERVES
Authorized certificate capital 220,000,000
(June 30, 2021: 220,000,000) certificates of Rs.5 each

Issued, subscribed and paid-up certificate capital
Reserves

Certificate holders' equity
SURPLUS ON REVALUATION OF INVESTMENTS

NON-CURRENT LIABILITIES
Security deposits against lease financing assets
Liability against right of use assets
Deferred tax Liability - net

CURRENT LIABILITIES
Ceriificates of investment (musharaka)
Security deposits - current portion
Current maturity of liability against right of use assets
Unearned lease financing and diminishing musharaka installments

Advance lease financing and diminishing musharaka installments
Trade and other payables

Profit payable on certificates of investment (musharaka)
Running Musharaka
Unclaimed profit distributions

TOTAL EQUITY AND LIABILITIES

CONTINGENCIES AND COMMITMENTS

The

™

Chief Executive Officer

Chfef Financial Oﬁ' icer

——————

Note

-notes from1 to 48 form an integral part of these financial statements.
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March 31, June 30,
2022 2021
--------------- [(R{T]o[=T-1-) [ ———
351,493,090 861,522,931
54,523,177 54,298,927
298,434 141,250
9,331,857,688 6,217,547,845
1,147,800 1,147,800

9,739,320,189

7,134,658,753

904,733,613 872,463,162
5,046,568,673 3,696,264,542
- 385,597
10,145,498 155,806
7,988,830 9,813,533
38,314,490 25,613,009
116,624,866 167,077,010
189,839,268 216,102,298

6,314,215,238

4,987,874,957

16,053,535,427

12,122,533,710

1,100,000,000

1,100,000,000

1,008,000,000
2,600,874,637

1,008,000,000
2,619,067,813

3,608,874,637

3,627,067,813

257,870,039 201,278,830
70,827,995 130,913,803
8,546,287 10,133,260
755,869 =
80,130,151 141,047,063

10,322,591,884

7,290,539,424

34,120,393 70,898,081
15,385,880 13,562,585
48,587,457 17,850,254
10,335,357 10,007,913
696,000,560 546,548,836
182,071,521 107,487,595
748,388,268 49,999,000
49,179,280 46,248,316

12,1086,660,600

8,153,140,004

16,053,535,427

12,122,533,710

25

For Habib Metropolitan Modaraba Management Company (Private) Limited

(Modaraba Znagement Company)w

Director

Directo




FIRST HABIB MODARABA

PROFIT AND LOSS ACCOUNT
FOR THE NINE MONTHS PERIOD ENDED MARCH 31, 2022

For the Nine Months
Period Ended

March 31, June 30,
2022 2021
Note e (Rupees) «-mmmmeeeeeee.
Income from lease financing T 111,995,409 129,761,238
Income from diminishing musharaka financing 897,842,139 796,465,070
Provision in respect of diminishing musharaka 28 (42,119,937) (41,373,228)
Administrative expenses 29 (123,783,499) (147,593,647)
843,934,112 737,259,435
Other income 30 82,948,817 103,525,925
926,882,929 840,785,360

Financial charges 31 (568,548,862) (423,018,344)
Modaraba Management Company's remuneration 24 .4 (35,833,407) (41,776,705)
Sales tax on Modaraba Management

Company's remuneration 245 (4,658,343) (5,430,972)
Provision for Sindh Workers' Welfare Fund 24.3 (6,356,846) (7,411,187)
Profit before taxation 311,485,471 363,148,152
Taxation 32 (46,440,998) -
Profit for the period / year 265,044,473 363,148,152
Earning per certificate -

basic and diluted 43 1.31 1.80

e

The annexed notes from1 to 49 form an integral part of these financial statements.

For Habib Metropolitan Modaraba Management Company (Private) Limited
(Modaraba Management Company)

-

Chief Financial Officer

Chief Executive Officer

Director Director



FIRST HABIB MCDARABA
STATEMENT OF COMPREHENSIVE INCOME
FOR THE NINE MONTHS PERIOD ENDED MARCH 31, 2022

For the Nine Months
Period Ended

March 31, June 30,
2022 2021
Note oo (Rupees) —--emmeeneeee .
Profit for the period / year 265,044,473 363,148,152
Components of other comprehensive income
reflected in equity
Items that will not be reclassified subsequently
to profit and loss account
Actuarial loss on defined benefit plan - net of tax 24.7h(ii) (997,649) (524,251)
Total comprehensive income for the year transferred
to unappropriated profit 264,046,824 362,623,901
Components of other comprehensive income
reflected below equity
Items that will not be reclassified subsequently
to profit and loss account
Surplus on revaluation of investments classified
as 'at fair value through other comprehensive income' - net of tax 19 56,591,209 114,408,719
Total comprehensive income for the period / year 320,638,033 477,032,620
rr?"\

The annexed notes from1 to 49 form an integral part of these financial statements.

For Habib Metropolitan Modaraba Management Company (Private) Limited
(Modaraba Management Company)

Chief Executive Officer Chief Financial Officer Director irector,



FIRST HABIB MODARABA
CASH FLOW STATEMENT
FOR THE NINE MONTHS PERIOD ENDED MARCH 31, 2022

Note

CASH FLOW FROM OPERATING ACTIVITIES
Cash generated from operations 45
Disbursement of lease financing assets
Proceeds from transfer of lease financing assets
Diminishing musharaka financing - net
Long term deposits
Security deposits against lease financing assets
Financial charges paid
Gratuity paid
Tax paid

Net cash (used in) / generated from operating activities

CASH FLOW FROM INVESTING ACTIVITIES
Purchase of fixed assets in own use
Purchase of intangible assets
Purchase of investments
Proceeds from sale of fixed assets in own use
Dividends received

Net cash (used in) / generated from investing activities

CASH FLOW FROM FINANCING ACTIVITIES
Profit distribution paid
Payments of lease rentals 21
Certificates of investment (musharaka)
Net cash generated from / (used in) from financing activities
Net (decrease) / increase in cash and cash equivalents during the year
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year 34

For the Nine Months
Period Ended
March 31,
2022

1,244,144,583
(57,982,023)
328,869,803
(4,464,613,974)

(96,863,496)
(460,290,711)

(15,250,317)

1,552,743 594
(98,383,329)
318,969,377

(2,911,311,473)

71,050
(154,627,707
(447,259,812

(19,238,871

(3,521,986,135)

)
)
(3,232,395)
)
)

(1,762,269,566

(13,870,174) (6,185,057)
(182,531) >
(289,153,500) -
169,363 4,493,195
15,961,688 21,884,171
(287,075,154) 20,192,309

(279,309,032)
(2,233,513)
3,032,052,460

(279,215,967)
(2,372,914)
2,010,807,459

2,750,509,915

1.729,218,578

(1,058,551,374)
655,751,071

(12,858,679)
668,609,750

(402,800,303)

655,751,071

T

The annexed notes from1 to 49 form an integral part of these financial statements.

s &

Chief Executive Officer

‘:________

Chief Financial Officer

For Habib Metropolitan Modaraba Management Company (Private) Limited
(Modaraba Management Company)

Director

rec

1
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FIRST HABIB MODARABA
NOTES TO THE FINANCIAL STATEMENTS
FOR THE NINE MONTHS PERIOD ENDED MARCH 31, 2022

STATUS AND NATURE OF BUSINESS

First Habib Modaraba (the Modaraba)} is a perpetual,
Metropolitan Modaraba Management Company (
is listed on Pakistan Stock Exchange Limited. T
Murabaha financing and other related busines
during the year comply with the rules and princi
Shariah Advisor and guidelines issued by offi
Pakistan Limited (SECP)

multi-purpose modaraba floated and managed by Habib
Private} Limited (the Modaraba Management Company). The Modaraba
he Modaraba is engaged in the business of leasing {ljarah}, Musharaka,
s. The affairs, activities and transactions, performed by the Modaraba
ples of Islamic Shariah in light of the guidelines and directives given by the
ce of the Registrar Modaraba, Securities and Exchange Commission of
- The registered office of the Modaraba is at 6th Floor HBZ Plaza, |.I. Chundrigar Road, Karachi.

Geographical location and addresses of business units of the modaraba are as under;

Location Address Purpose

Karachi 6th Floor, HBZ plaza, Hirani centre, |.| Chundrigar Road, Karachi Head Office
Karachi 3rd Floor, Al-Manzoor Building, Dr. Ziauddin Ahmed Road, Karachi Branch Office
Lahore 1st Floor, 5-Z Block, Phase Ilf, Defence Housing Authority, Lahore Branch Office

Islamabad Office No. 508, 5th Floor, ISE tower, Jinnah Avenue, Blue Area, (slamabad Branch Office

Multan Mezzanine Floor, Abdali tower, Abdali road, Multan

BASIS OF PREPARATION

Branch Office

21 Statement of compliance

2.1.1 These financial statements have been prepared in accordance with the accounting and reporting standards as
applicable in Pakistan. Such standards as applicable in Pakistan comprises of:

- International Financial Reporting Standards (IFRS Standards

) issued by International Accountin.g Standards
Board (JASB) as notified under Companies Act, 2017;

- Provisions of and directives issued under the Companies Act, 2017; and

- The requirements of Modaraba Companies and Modarabas (Floatation and Control) Ordinance, 1980,

Modaraba Companies and Modaraba Rules, 1981 and Prudential Regulations for Modarabas (hereinafter
referred to as the relevant laws).

2.1.2 Where provisions and directives issued under Companies Act, 2017 and the relevant laws differ from IFRS

Standards, the provisions and directives issued under Companies Act, 2017 and the relevant laws have been
followed.

2.1.3 The SECP has issued directive (vide SRO 431 {1} / 2007 dated May 22, 2007) that Islarmic Financial Accounting
Standard 2 (IFAS 2) shall be foliowed in preparation of the financial statements by Companies and Modarabas

while accounting for Lease Financing transactions as defined by the said standard. The Modaraba has adopted the
said standard.

2.1.4 Due to on-going merger negotiations between First Habib Modaraba and Habib Metro Modaraba, the special
purpose financial statements for the nine months period ended March 31, 2022 have been prepared to comply with
the requirements of Companies Act 2017 section 282(2)(e). Accordingly the comparative financial information in
the profit and loss, statement of comprehensive income, cashflow statement and statement of changes in equity as
well as their related disclosures are taken from the audited financial statements for the year ended June 3Q, 2021
and are not comparable with the current period financial information.

2.2 Basis of measurement

These financial statements have been prepared on the historical cost basis except for the measurement at fair

value of certain financial instruments in accordance with the requirements of IFRS 9 'Financial Instrument’,
wherever applicable.

Permissible Islamic financial products including Murabaha (as a liability) and Musharaka have been used by the
Modaraba, in {ine with similar industry practices. The accounting and presentation of the same are in fine with the
substance of the transaction and are limited to the extent of actual amount of facility utilized and mutually agreed
mark-up / profit thereon. Accordingly, purchases, sales and Musharaka profits / reserves are not reflected in these

financial statements except for Murabaha facility {as an asset) which has been accounted for in line with Islamic
Financiat Accounting Standard(- 1.

L =
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2.3

2.4

7 FIRST HABIB MODARABA

These financial statements have been

prepared following accrual basis of accounting except for cash fiow
information.

Functional and presentation currency

These financial staternents have been presented in Fakistani Ru

pee, which is the functional and presentation
currency of the Modaraba.

Significant accounting estimates and judgments

The preparation of financial statements in conformity with approved accounting standards requires the use of
certain critical accounting estimates. It also requires management to exercise its judgment in the process of
applying the Modaraba's accounting policies. Estimates and judgments are continually evaluated and are based on
historic experience and other factors, including expectations of future events that are believed to be reasonahle
under the circumstances. Revisions to accounting estimates are recognized in the pefiod in which the estimate is
revised and in any future period effected. In the process of applying the Modaraba's accounting policies,
management has made the following estimates and judgrnents which are significant to the financial statements:

a  Useful lives, pattern of flow of economic benefits and impairment

Estimates with respect to residual values and depreciable lives and pattern of flow of economic benefits are
based on the analysis by the management of the Modaraba. Further, the Modaraba reviews the value of the
assets for possible impairment on an annuat basis and any change in the estimates in the future might affact

the carrying amount of respective item of property, plant and equipment, with a corresponding effect on the
depreciation charge and impairment.

b  Staff retirement benefits

Certain actuarial assumptions have been adopted as disclosed in note 23.7 to the financial statements for
valuation of present value of defined benefit obligations and fair value of plan assets. Any changes in these
assumptions in future years might effect unrecognized gains and losses in those years.

¢ Provigsions against non-petforming financing {Suspense income)

The Modaraba reviews its overdue lease financing and diminishing musharka instaliments at each reporting
date to assess whether provision should be recorded in the profit and loss account, in addition to the mandatory
provisions required in accerdance with the Modaraba Regulations issued by the SECP. in particular, judgment
by management is required in the estimation of the amount and timing of future cash fiows when determining
the leve! of provision required. Such estimates are based on assumptions regarding a number of factors and
actual resuits may differ, resuiting in future changes to the provisions.

d Lease term of contracts with renewal options

The Modaraba determines the lease term as the non-cancellable term of the lease, together with any periods
covered by an option to extend the lease if it is reasonably certain to be exercised, or any periods covered by
an option: to terminate the lease, if it is reasonably certain not to be exercised.

The Modaraba has the option, under some of its leases to lease the asset for additicnal term based on mutual
agreement with the lessor. The Modaraba applies judgement in evaluating whether it is reasonably certain to
exercise the option to renew. That is, it considers all relevant factors that create an economic incentive for it to
exercise the renewal. After the commencement date, the Modaraba reassesses the iease term if there is a
significant event or change in circumstances that is within its control and affects its ability to exercise {or not to
exercise} the option to renew (e.g., a change in business strategy).

The Modaraba included the renewal period as pant of the lease term for leases of Modaraba's branch offices
due to the significance of these assets to its operations.

e Current and deferred income taxes

In making the estimates for income taxes payable by the Company, management considers current income tax
law and the decisions of appellate authorities on certain cases issued in the past. Where the final tax outcome
is different from the amounts that were initiatly recorded, such differences will impact the income tax provision
i the period in which such final cutcome is determined. Ceferred taxes are measured at the tax rates that are
expected to apply to the period when the asset is realised or the liability is settled, based on the tax rates (and

tax laws) that have been enacted or substantively enacted at the reporting date.
iy
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8 FIRST HABIB MODARABA

f. Contingencies

The assessment of contingencies inherently involves the exercise of significant judgement as the outcome of
future events cannot be predicted with certainty, The Company, based on availability of latest information,

estimates the value of contingent liabilities, which may differ on the occurrence 7 non-occusrence of uncertain
future event(s).

NEW STANDARDS, INTERPRETATIONS AND AMENDMENTS TO PUBLISHED APPROVED ACCOUNTING
STANDARDS

3.1 Standards, interpretations and amendments to approved accounting standards that are not yet effective
There are certain new and amended standards, issued by International Accounting Standards Board {IASB),
interpretations and amendments that are mandatory for the Fund’s accounting periods beginning on or after July 01,

2021 but are considerad not to be relevant or do not have any significant effect on the Modaraba's operations and
therefore not detailed in these condensed interim financial statements.

3.2 Standards, interpretations and amendments to the published accounting and reporting standards that are
not yet effective

The following standards, amendments and interpretations with respect to the approved accounting standards as

applicable in Pakistan would be effective from the dates mentioned below against the respective standard or
interpretation:

Standards, Interpretations or Amendments Effective date

Property, Plant and Equipment: Proceeds before Intended Use —

Amendments to IAS 16 January 01, 2022

Reference to the Conceptuat Framework — Amendments to IFRS 3 January 01, 2022

Onerous Contracts — Costs of Fulfilling & Contract -

Amendments to IAS 37 January 01, 2022

Annual improvement process IFRS 1 First-time Adoption of
International Financial Reporting Standards — Subsidiary

as a first-time adopter January 01, 2022

Annual improvement process IAS 41
Agriculture — Taxation in fair value measurements January 01, 2022

Classification of Jiabilities as current or non-current -

Amendment to 1AS 1 January 01, 2023

Definition of Accounting Estimates - Amendments to JAS 8§ January 01, 2023

Disclosure of Accounting Policies - Amendments to 1AS 1

and IFRS Practice Statement 2 January 01, 2023

Deferred Tax related o Assets and Liabilities arising from a
Single Transaction — Amendments to IAS 12 January 01, 2023
IFRS 3 - Reference to the Conceptual Framework {Amendments) January 01, 2022

IFRS @ Financial Instruments — Fees in the "0 per cent’ test for
deracognition of financial liabilities January 01, 2022

Sale or Contribution of Assets between an Investor and its Associate

or Joint Venture - Amendment to IFRS 10 and 1AS 28 Mot yet finalized

Further, following new standards have been issued by IASB which are yet to be notified by the SECP for the
purpose of applicability in Pakistan.

IASB Effective date
{annual periods

Standards beginning on or after)
{FRS 1 - First-time Adoption of International Financial Reporting Standards July 01, 2009
{FRS 17 - Insurance Contracts January 01, 2023

m




9 FIRST HABIB MODARABA
The above standards and amendments are not expected to have any material impact on the Modaraba's financial
statements in the period of initial application.

4. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted in the
financial years.

preparation of these financial statements are consistent with those of the previous
4.1 Revenue recognition

lease financing installments are recognized on accrual basis.

Income from Murabaha is accounted for on consumina

of revenue not due for payment (deferred Murabaha i
basis.

tion of Murabaha transaction. However, profit on that portion
ncome) is deferred and recognized on a time proportionate

Income on diminishing musharaka financing is recognized on accrual basis.
income on ljarah GOP Sukuk bond is recognized on accrual basis.
Dividend income is recognized when the right to receive the dividend is established.

Return on deposit accounts is recognized on accrual basis.

4.2 Fixed assets
(3} Lease financing assets

Lease financing assets are stated at cost less accumulated depreciation. Depreciation is charged to profit and
loss account applying the straight line method whereby the cost of an asset less salvage value is written off
over the Lease financing period, which is considered to be the estimated useful life of the asset. In respect of
additions and disposals during the year, depreciation is charged proportionately from the date of delivery of
assets to the date of its maturity / termination. At the end of the lease financing period, asset is transferred to
the customer in accordance with the arrangement of ljarah Mumtahia Bittamleek as per the Accounting and
Auditing Organisation for Islamic Financial Institutions (AAQIFI) shariah standard.

{b) Assets in own use

These are stated at cost less accumulated depreciation. Depreciation is charged to profit and loss account
applying the straight line method whereby the cost of an asset is written off over its estimated useful life. In
respect of additions and disposals during the year, depreciation is charged propartionately for the period of use.

Maintenance and normal repairs are charged to income as and when incurred. Major renewals and
improvements are capitalized if the recognition criteria are met.

The assets’ residual values, useful lives and depreciation methods are reviewed, and adjusted if appropriate, at
each year end.

(¢} Gain or loss on disposal

Gain or loss on disposal of assets, if any, is recognized as and when incurred.

(d) Impairment

The Modaraba assesses at each balance sheet date whether there is any indication that assets excluding
inventory 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 amounts. Where the carrying value exceeds

the recoverable amount, assets are written down 1o the recoverable amount and the difference is charged to
the profit and loss account.

4.3 Intangible assets
These are stated at cost less accumulated amortization and impairment, if any.
Amortization is charged to profit and loss account applying the straight line method whereby the cost of an asset is

written off over its estimated useful life. In respect of additions and disposals during the year, amortization is
charged proportionately for the period of use.

o,
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10 FIRST HABIB MODARARA

Impairment

The Modaraba assesses at each balance sheei date whether
impaired. |f such indication exists, the carrying amounts of such assets are reviewed to assess whether they are
recorded in excess of their recaverable amounts. Where the carrying value exceeds the recoverable amount,

intangible assets are written down to the recoverable amount and the difference is charged to the profit and loss
account.

there is any indication that intangible assets may be

Financial instruments
Initial recognition and measurement

Financial assets and liabilities, with the exception of bank balances, loans and advances to employees / counter
parties and due to counterparties, are initially recognised on the trade date, i.e.. the date that the Modaraba
becomes a party to the contractual provisions of the instrument. This includes regular way trades: purchases or

sales of financial assets that require delivery of assets within the time frame generally established by regulation or
cenvention in the market place.

Bank balances and loans and advances to employees / counter parties are recognised when funds are transferred

to the banks / employees / counterparties. The Modaraba recognises due to counterparties when funds reach the
WModaraba,

All financial instruments are measured initially at their fair value plus transaction costs, except in the case of
financial assets and financial liabilities recorded at fair vafue through profit or loss.

Financial assets

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, fair val

ue through
other comprehensive income (OCI) and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset'

$ contractual cash flow
characteristics and the Modarabas business model for managing them.

i} Financial assets measured at amortised cost

A debt instrument is measured at amortised cost if it is held within a business model whose objective is to hold
financiai assets in order to collect contractual cash flows and its contractual terms give rise on specified dates
to cash flows that are solely payments of principal and profit on the principal amount outstanding. The
Modaraba includes in this category short-term non-financing receivables, accrued income and other

ti) Financial assets measured at fair vatue through profit or loss (FVPL)

A financial asset is measured at FVPL if:

(a) Its contractual terms do not give rise to cash flows on specified dates that are solely payments of principal
and profit on the principal amount outstanding; or

(b} ltis not held within a business model whose objeclive Is either to collect contractual cash flows, or to both
collect contractual cash flows and sell: or

{c) At initial recognition, it is irrevocably designated as measured at FVPL when doing so eliminates or
significantly reduces a measurement or recognition inconsistency that would otherwise arise from
measuring assets or liabilities or recognising the gains and losses on them on different bases.

iii) Financial assets measured at fair value through other comprehensive income {FYOCI)

Debt instrument

The Modaraba measures debt instruments at FVOCI if both of the following conditions are met:

{a) The financial asset is held within a business model with the objective of both holding to collect contractual
cash flows and selling; and

(b) The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and profit on the principa! amount ouistanding.

Ry
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For debt instruments at FVOCI, profit income, foreign exchange revaluation and impairment losses or reversals
are recognised in the profit and loss account and computed in the same manner as for financial assets
measured at amortised cost. The remaining fair value changes are recognised in Other Comprehensive

Income. Upon derecognition, the cumulative fair value change recognised in Other Comprehensive Income s
recycled to profit and loss account.

Equity instrument

Upon initial recognition, the Modaraba can elect to classify irrevocably its equity investments as equity
instruments designated at FYOCI when they meet the definition of equity under IAS 32 - ‘Financial Instruments:

Presentation and are not held for trading’. The classification is determined on an instrument-by-instrument
basis.

Gains and losses on these financial assets are never recycled to profit and loss account. Dividends are
recognised as other income in the statement of profit and loss account when the right of payment has been
established, except when the Modaraba benefits from such praceeds as 4 recovery of part of the cost of the

financial asset, in which case, such gains are recorded in Other Comprehensive Income., Equity instruments
designated at FvQC| are not subject to impairment assessment,

_Impairment of financial assets

Provision for non-performing Islamic financing is made in accordance with the Modaraba Regulation 2021 for

modarabas issued by SECP vide SRQ 284 () / 2021 dated March 05, 2021 and subsequent amendments made
therein, and is charged to profit and loss account.

The management also evaluates the Islamic financing receivable subjectively to further down-grade if required,

Furthermore, the management has made an assessm
for financial assets other than financing assets i.e. b
that impact is not material to the financial statements.

ent of impairment under expected credit loss model of IFRS 9
atances with banks and other financial assets, and conciuded

Financial liabilities
Financial liabilities measured at amortised cost

This category includes all financial liabitities, other than those measured at fair value through profit or loss. The
Modaraba includes in this category short-term payables. .

Derecognition

A financial asset (or, where applicable, a part of a financial asset or a part of a group of similar financial assets) is
derecognised where the rights to receive cash flows from the asset have expired, or the Modaraba has transferred
its rights to receive cash flows from the asset, or has assumed an obligation to pay the received cash flows in full
without material delay to a third party under a pass-through arrangement and the Modaraba has:

(a) transferred substantiaily all of the risks and rewards of the asset; or

(b} neither transferred nor retainéd substantially all the risks and rewards of the asset, hut has transferred control
of the asset.

When the Modaraba has transferred its right to receive cash flows from an asset (or has entered into a pass-
through arrangement), and has neither transferred nor retained substantially all of the risks and rewards of the asset
nor transferred control of the asset, the asset is recognised to the extent of the Modaraba's continuing involvement
in the asset. In that case, the Modaraba also recognises an associated liability. The transferred asset and the
associated liability are measured on a basis that reflects the rights and obligations that the Modaraba has retained.

The Modaraba derecognises a financial liability when the obligation under the liability is discharged, cancelled ar
expired.

Any gain or loss on arising on derecognisation is charged to Profit and Loss Account,

Offsetting of financial assets and financial liabilities

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

Trade date accounting

All ‘regular way' purchases and sales of quoted equity securities are recognized on the trade date i.e. the date that
the Modaraba commits to purchase / sell the asset. ‘Regular way' purchases or sales of quoted investments requise
delivery within two working days after the transaction date as per stock exchange regulations.

L
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Lease financing instaliments and Diminishing musharaka financing

Lease financing installments and Diminishing musharaka financing are stated net of provision and suspense
income. Provision is recognized for Lease financing installments and Diminishing musharaka financing, in
accordance with the Modaraba Regulations 2021 for Modarabas. Bad debts are written-off when identified.

Deposits, advances, prepayments and other receivables

Deposits, advances, prepayments and other receivables are stated initially at fair value and subsequently measured
at amortised cost using the effective interest rate method,

Cash and cash equivalents

Cash and cash equivalents are carried at cost,

For the purpose of the statement of cash flows, cash and cash equivalents consist of cash in hand, stamp in hang,

current and saving accounts, short term deposits with maturity of 3 months or less from date of acquisition and
running musharaka.

Finance arrangements including Certificate of Investment (Musharaka)

These are measured at principal amount on balance sheet date. The amount received by the modaraba from
Certificate of Investment holders is invested in the overall business activity of the modaraba on the basis of full
participation in the profit and loss of the modaraba.

The prefit shall be shared by Certificate of Investment holders and certificate holders in accordance with the agreed

ratio. Profit on certificate of investment arrangement are recognized as financial expense in the period in which they
incurred.

Profit on Musharaka finance is accounted for on the basis of the projected rate of profit. The effect of adjustments, if

any, between actual rate and projected rate of profit is accounted for at the end of each quarter after determination
of the actual rate.

Staff retirement henefits

{(a) Gratuity scheme

The Modaraba operates an approved funded defined benefit gratuity scheme for all its permanent employees.
The scheme is administrated by the trustees nominated under the trust deed. The Scheme provides for a
graduated scale of benefits dependent on the iength of service of the employee on terminal date, subject to the
completion of minimum qualifying petiod of service. Gratuity is based on employees' last drawn salary.
Provisions are made to cover the obligations under the scheme on the basis of actuarial recommendations. The
actuarial valuations are carried out using the Projected Unit Credit Method. Actuarial gain or loss
(remeasurements) are immediately recagnised in ‘Other Comprehensive Income’ as they occur. The amount
recognised in the statement of financial position represents the present value of defined benefit obligations as

reduced by the fair value of the plan assets. Current service costs and any past service costs together with net
interest cost are charged to profit or loss.

{b} Provident fund

The Modaraba also operates an approved funded contributory provident fund scheme for all its employees who
are eligible under the scheme. Equal monthly contributions at the rate of 10 percent of basic salary are made
by both Modaraba and its employees.

Compensated absences

The Modaraba accounts for these benefits in the period in which the absences are earned.
Taxation

Current

Provision for current taxation is based on the taxable income for the year determined in accordance with the
prevailing iaw for taxation on income. The charge for current tax is calculated using prevailing tax rates. The charge
for current tax also includes adjustments for prior years or otherwise considered necessary for such years. Current

tax is charged to profit or loss except to lhe extent it relates to items recognised in other comprehensive
income/{loss).

F3n
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Provision for current taxation is based on the taxable income for the year calculated on the basis of the tax taws

enacted or substantively enacted at the reporting date, taxes paid under the final tax regime,

Deferred

Deferred tax is recognised using the balance sheet liability method, providing for alf temporary differences between
the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes. Deferred tax is measured al the iax rates that are expected to be applied to the temporary differences
when they reverse, based on the laws that have been enacted or substantively enacted by the reporting date.

A deferred tax asset is recognised 1o the extent that it is praobable that future taxable profits wil! be available against
which temporary difference can be utilised. Deferred tax assets are reviewed at each reporting date and are
reduced to the extent that it is no longer probable that the related tax benefit will be realised.

4.12 Provisions

Provisions are recognized when the Modaraba has a present legal or constructive obligation as a result of past

events and it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate of the obligation can be made.

The amount recognised as provision is the best estimate of consideration required to settle the present abligation at
end of reporting date, taking into account the risk and uncertainties surrounding the obligation,

4.13 Profit distribution and other appropriations of profit
Profit distribution and other appropriations of

to statutory reserve and any of the mandat
period to which these relate.

profit are recognized in the year in which these are approved. Transfer
ory appropriations as may be required by law are recognized in the

4.14 Certificate capital and earning per certificate

The Modaraba presents basic and diluted earnings per certificate data for its ordinary certificates. Basic earning per
certificate is caiculated by dividing the profit or loss attributable to ordinary cenlificate holders of the Modaraba by
the weighted average number of certificates outstanding during the year, Diluted earning per certificate is
determined by adjusting the profit or loss attributable to ordinary certificate holders and the weighted average
number of ordinary certificates outstanding for the effects of all dilutive potential ordinary certificates.

Ordinary certificates are classified as equity and are recorded at their face value.

attributable to the issue of new certificates or options are shown in equity as a dedu
proceeds.

Incremental costs directly
ction, net of tax, from the

4.15 Contingencies

Contingencies are disclosed when Modaraba has possible obligation that arises from past event and whose
existence will be confirmed oniy by occurrence or non-occurrence of one or more uncertain future events not wholly
within the control of entity, or a present obfigation that arises from past event but is not recognised because it is not

probable that an outflow of recourse embodying economic benefit will be required to settle the obligation or, when
amount of obligation cannot be measured with sufficient reliability.

4.16 Segment reporting

Segment reporting is based on the operating (business} segments of the Modaraba, An operating segment is a
component of the Modaraba that engages in business activities from which it may earn revenue and incur
expenses. An operating segment's operating results are reviewed regularly by the Management Committee of the

Modaraba to make decisions about resources to be allocated to the segment and assess iis performance, and for
which discrete financial information is available.

Segment results that are repoarted to the BoM includes items directly atiributable to a segment as well as those that
can be allocated on a reasonable basis. The business segments are engaged in providing products or services

which are subject to risk and rewards which differ from the risk and rewards of other segments. Segments reported
are Lease financing assets :’and diminishing musharaka financing.

L™
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4.17 Details of related parties of the Modaraha

Name of refated party Nature of relationship Basis of relationship
Habib Metropolitan Bank Limited Holding Company of Common Management and Control
Management Company
Habib Bank AG Zurich Associate Ultimate parent
Habib Metropolitan Modaraba Associale Management Company of the
Management Company Modaraba
{Private) Limited
Habib Metropolitan Financial Associale Common Management and Cantrol
Services Limited
First Habib Modaraba Employee Assqciate Common Management
Contributory Provident Fund
First Habib Modaraba Employee Associale Common Management
Staff Gratuity Fund
Habib Metro Modaraba Associate

Common Management and Control

418 Leases
Right-of-use assets

The Modaraba recognises right-of-use assets at the commencement date of the lease (i.e., the datle the underlying
asset is available for use). Right-of-use assets are measured at cost, less any accumulated depreciation and
impairment losses, and adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets includes
the amount of lease liabilities recognised, initial direct costs incurred, and lease payments made at or before the
commencement date less any lease incentives received. Unless the Modaraba is reasonably certain to obtain
ownership of the leased asset at the end of the Jease term, the recognised right-of-use assets are depreciated on a
straight-line basis over the shorter of its estimated useful life and the lease term. Right-of-use assets are subject to
impairment. The right of use assets are included in fixed assets in own use,

Lease liabilities

At the commencement date of the lease, the Modaraba recognises lease liabilities measured at the present value of
lease payments to be made over the lease term. The lease payments include fixed payments (including in-
substance fixed payments) less any lease incentives receivable, variable lease payments that depend on an index
or a rate, and amounts expected to be paid under residual value guarantees.

In calculating the present value of lease payments, the Modaraba uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit in the lease is not readily determinable. After the commencement
date, the amount of lease liabilities is increased to reflect the accretion of interest and reduced for the lease
payments made. In addition, the carrying amount of lease liabilities is remeasured if there is a modification, a

change in the lease term, a change in the in-substance fixed lease payments or a changse in the assessment to
purchase the underlying asset.

Short-term leases and leases of low-value assets

The Modaraba applies the short-lerm lease recognition exemption to its shor-term leases of property and
equipment (i.e., those leases that have a lease term of 12 months or less from the commencement date and do not
contain a purchase option). It alse applies the lease of low-value assets recognition exemption 1o leases that are

considered of low value. Lease payments on short-term leases and leases of low-value assets are recognised as
expense on a straight-line basis over the lease term.

March 31, June 30,
2022 2021
5. LEASE FINANCING ASSETS Note = e (Rupees) —eemee—..
Lease financing assets 5.1 351,493,090 861,522,931
Advance against lease financing assets 52 - -
351,493,000 861,522,931
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8.1

82

8.3

DIMINISHING MUSHARAKA FINANCING

Secured
Diminishing musharaka financing

Less: Provision in respect of diminishing musharaka

Less: Current portion shown in current assets

Add: Advance against diminishing musharaka financing

18

Note

81483
8.2
8.3

This represents diminishing musharaka financing for & term of 1 to 10 years.

Movement of provision in respect of diminishing musharaka Note

As at the beginning of the period / year

Charge for the period / year
Reversal for the period / year
Write off for the period / year

As at end of the period / year

Aging of diminishing musharaka financing

Classification
Censidered good

Portfolic classified as non-performing
Other asset especially mentioned {OAEM)
Substandard
Loss

28

Note

8.3.1

FIRST HABIB MODARAB?

March 31,
2022

11,742,374,408
(193,158,379)

June 30,
2021

8,601,350,78¢
(151,038,442)

11,549,216,027
(5,046,568,673)

8,450,312,347
(3.696,264,542)

6,502,6847,354

2,829,210,334

4,754,047 805
1,463,500,040

9,331,857,688

6,217 547 B45

For the Nine Months
Period Ended

March 31, June 30,
2022 2021
-{Rupees)
151,038,442 109,665,216
109,689,163 126,566,096
(67,669,226) (85,192,870)
42,119,937 41,373,226
193,158,379 151,038,442
March 31, June 30,
2022 2021
{Rupees)

11,549,216,027

8,248,691,100

61,422,460 60,197,893
230,361 194,434,221
131,505,558 98,027,575
193,158,379 352,659,689

11,742,374, 406

8,601.350,78¢

8.3.1 This includes classification into various categories based on subjective evaluation of borrowers.

LONG TERM DEPOSITS

Security deposit to Central Depository Company of Pakistan Limited

Security deposit of branch offices

Security depaesit to Habib Metropolitan Bank for locker

Miscellaneous deposits

v TRE T e e

March 31, June 30,
2022 2021
{Rupees)

150,000 150,000
786,800 786,800
130,000 130,000
81,000 81,000
1,147.800 1,147,800

Jo.
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11,

12

121

13.

20

LEASE FINANCING INSTALLMENTS RECEIVABLE

Secured - considered good
Lease financing installments due
Less: Provision against lease
financing installments receivable

Aging of lease financing installments receivable

Classification
Considered good

Portfolio classified as nan-perfarming:

Other asset especially mentioned (OAEM)
Substandard

Doubtful

Lass

11.1.1 This also inciudes provision on subjective basis.

DIMINISHING MUSHARAKA FINANCING
INSTALLMENTS RECEIVABLE

Secured - considered good

Diminishing Musharaka financing installments receivable

Less: Provision against Diminishing Musharaka financing
installments receivable

Aging of Diminishing Musharaka financing installments receivable

Classification
Considered good

Portfolio classified as non-performing:
Other asset especially mentioned {OCAEM)
Substandard

Doubtfu
Loss

12.1.1 This also includes provision on subjective basis.
ADVANCES AND PREPAYMENTS

Advances
Prepayments

Note

11.1.1

121

1211

o A AR

FIRST HABIB MODARAB}

March 31, June 30,
2022 2021
----------------- {Rupees)--mmeecer_.....
246,459 514,033
(246,459) (128,436)
- 385,597
- 385,597
246,459 128,436
246,459 128,436
246,459 514,033
16,503,198 8,141,824
(6,357,700} (7,986,018)
10,145,498 155,806
10,145,498 155,806
1,809,612 2,627,036
726,738 2,074,392
479,508 888,771
3,341,842 2,395,819
6,357,700 7,986,018
16,503,198 8,141,824
6,460,492 6,062,804
1,528,338 3,750,729
7,988,830 9,813,533

i



21 FIRST HABIB MODARABA

March 31, June 30,
14. OTHER RECEIVABLES 2022 2021
Note {Rupees)
Unsecured - considered good
Profit receivable on modaraba deposit accounts 2,951,262 4,134,042
Stamp in hands receivable 161,400 124,000
Profit receivable on sukuk 7,029,134 608,342
Advance tax 18,501,373 19,698,872
Other receivables 9,671,321 1,047 753
38,314,450 25,613,009
15. INCOME TAX REFUNDABLE
income tax refund 15.1 116,624 866 167,077.010

151 This represents the advance tax deducted by the various withholding agents under various sections of the Income Tax

Ordinance, 2001. The management has claimed the tax deducted in return for the Tax Year 2021, since the management is
confident that the same shall be refunded.

March 31, June 30,
2022 2021
16. CASH AND BANK BALANCES Note {Rupees)
Stamps in hand 109,600 152,200
At banks
Current accounts
State Bank of Pakistan 227,149 232,047
With other banks 74,754,315 8,115,580
Profit bearing accounts
Modaraba deposit account with Habib Metropolitan Bank
Limited (Islamic branch) - a related party 16.1 114,748,204 207,602,471
Modaraba deposit account with other financial institutions 16.2 - -
114,748,204 207,602,471
189,839,268 216,102,298

16,1 The profit on the above rmodaraba deposit accounts ranges between 5.5% to 9.00% {2021: 5.5%) per annum.

16.2  The profit on the above modaraba deposit accounts ranges between 2.75% to 4.00% {2021: 2.75% to 2.80%) per annum,

17. ISSUED, SUBSCRIBED AND PAID-UP
CERTIFICATE CAPITAL

March 31, June 30, March 31, June 30,
2022 2021 2022 2021
------- {Number of certificates)-aem--- B e {311 +1-1-T- DO —
Certificates of Rs.5/-
193,900,000 193,900,000 each issued for cash 969,500,000 969,500,000
Certificates of Rs.5/- each issued
7,700,000 7,700,000 as bonus certificates 38,500,000 38,500,000
201,600,000 201,600,000 1,008,000,000 1,008,000,000

March 31, June 30,
2022 2021
18. RESERVES {Rupees)
Capital reserves
Premium on issuance of certificates 378,000,000 378,000,000

Statutory reserves

Revenue reserves
General
Unappropriated profit

1,207,937,890

1,207,937,890

1,585,937,890

1,585,937,890

fan,

640,000,000 640,000,000
374,936,747 393,129,923
1,014,936,747 1,033,129,923
2,600,874,637 2,619,067 813




19.

19.1

20.

201

21,

22.

23.

22

SURPLUS ON REVALUATION OF INVESTMENTS

Note
Market value of investments
Less: Cost of investments
Less: Deferred tax

191

Surplus on revaluation at beginning of the period / year - net of tax

Surplus transferred to unappropriated profit during the period / year - net of tax
Surplus on revatuation during the period / year - net of tax

Surplus on revaluation of investments is

FIRST HABIB MODARAEBA
For the Nine Months

Period Ended

March 31, June 30,
2022 2021
{Rupees)
475,309,916 382,815,389

{197,015,059)
(20,424,818)

(181,536,559)

257,870,039 201,278 830
201,278,830 86,870,111
56,591,209 114,408,719
56,591,209 114,408,719
257,870,039 201,278 830

presented under a separate head below equity as ‘surplus on revaluation of

investments’ in accordance with the requirements of Circutar No. SC/M/PRDD/PRs/2017-259 dated December 11, 2017.

March 31, June 30,
SECURITY DEPOSITS AGAINST LEASE FINANCING ASSETS Note 2022 2021
{Rupees)
Lease security deposits 201 104,948,388 201,811,884
Less: Current portion shown under current liabilities (34,120,393) (70,898,081)
70,827 995 130,913,803
These represent deposits from lease without any remuneration.
For the Nine Months
Period Ended
March 31, June 30,
2022 2021
LIABILITY AGAINST RIGHT OF USE ASSETS Note {Rupees)
As at beginning of the period / year 23,695,845 22,866,700
Finance cost for the period / year 31 2,469,835 3,202,059
Payments made during the period / year (2,233,513) (2.372,914)
As at end of the period / vear 23,932,167 23,695,845
Less: Current maturity (15,385,880} {13,562,585)
8,546,287 10,133,260
DEFERRED TAX LIABILITY - net
As at For the Nine Months Period As at
June 30, 2021 Profit or loss OCi March 31, 2022
Deductible temporary differences in respect of:
- Depreciation on fixed assets - 4,935,201 - 4,935,201
- Provisicn in respect of diminishing musharaka - 12,214,782 - 12,214,782
- Post retirement employee benefits - 615,725 407,490 1,023,216
- Other deductible temporary differences - 1,495,750 - 1,495,750
- 19,261,458 407,490 19,668,549
Taxable Temporary Differences on;
- Surplys on revaluation of investments [ -l - 10 (20424818 ][ (20,424,818) |
- - (20,424,818} {20,424,818)
- 19,261,458 {20&17.328; (755,869)
March 31, June 30,
CERTIFICATES OF INVESTMENT {MUSHARAKA) 2022 2021
Note seeesmcme {Rupees)-reemuceaee
Unsecured
Certificates of Investment (musharaka) 231&23.2 10,322 591,884 7,290,539 424

B
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23 FIRST HABISB MODARAB;

For the Nine Months
Period Ended

March 31, June 30,
2022 2021
231 Movement in Certificates of Investment (musharaka) Note {Rupees)
As at beginning of the period / year 7,290,529,424 5,279,731,065
Add: Certificates issued during the period / year 23.1.1 16,228 825,726 11,109,139,559

23,519,365,150 - 16,388,871,524
Less: Encashment during the period / year 2311 (13,196,773,265) (9.098.332,100)

As at end of the peried / year 10,322.591,884 7.290,539,424

23.1.1 The roilover amount of Rs.5,366,085,069 {2021: Rs. 9,721,123,246) has been excluded from ceriificates issued and encashed
during the year.

23.2  The estimated share of profit paid / payable on the above unsecured certificates of investments (musharaka) ranges between
5.50% to 11.75% (2021: 5.55% to 7.30%} per annum having maturity from 3 months to 1 year.

March 31, June 30,
2022 2021
24. TRADE AND OTHER PAYABLES Note {Rupees)
Accrued liabilities 241 227,539,416 137,531,666
Adjustable against lease financing contracts 242 213,962,949 215,160,449
Advance against sale of diminishing musharaka units 92,347,221 49,623,345
Diminishing musharaka customer contribution 24,238,765 11,939,350
Workers' Welfare Fund 24.3 32,107,559 28,730,751
Management fee payable 24.4 35,833,407 41,776,705
Sales tax on management fee payable 24.5 28,492,234 23,833,601
Sales tax on management fee payable to
previous management company 246 37,950,679 37,950,679
Gratuity payable 247 3,528,330 -
696,000,560 546,546,836

241 This includes charity payable armounting to Rs.5.008 {2021: Rs. 5.688) million. The reconciliation is as follows:

For the Nine Months
Period Ended

March 31, June 30,
2022 2021
{Rupees)
Balance as at beginning of the period / year 5,688,378 4,050,297
Addition during the period / year 2,854,739 3,985,231
Less: Paid to recognized charitable arganizations {3,535,000) {2,347,150)
Balance as at end of the period / year 5,008,117 5,688,378

24.2  This relates fo withholding tax deposited pertaining to lease financing vehicles. The amounts are adjustable against lease
financing contracts upon receipt of refunds from tax authorities.

24.3  The Modaraba received a notice vide letter no. SRB IAC-37/2019-20/63, wherein, the Sindh Revenue Board {SRB) has advised
the Modaraba to pay off all its liabilities falling due under the Sindh Workers' Welfare Fund Act, 2014 (SWWF Act). As per
SWWF Act, Workers' Welfare Fund (WWF) levy is required to be paid on total income accruing after December 31, 2013, As
the Modaraba has its operations all across Pakistan therefore total income declared in its tax return is a cumulative sum of
income for all provinces but the management understands that the SWWF Act is limited cnly to the province of Sindh and till
the time there is any mechanism avajlable for appartionment of total income relevant to the province of Sindh, no SWWF

prudent,

During the year ended June 30, 2020, the Honorabie Singh High Court has issued the order dated March 186, 2020 of the above
case requiring the Madaraba to pay the entire SWWF levy amount to 'Nadir'. However, the Modaraba has made an estimated
payment of Rs.2,980,038 (2021 Rs.2,491 456) to SRB based on proportionate income of Sindh and have retained the
remaining provision on the basis of the agvice of it's legal advisor. :

24.4  The Modaraba Management Company is entitled to a remuneration for services rendered to the Modaraba under the provisions
of the Modaraba Companies and Modarabas {Fioatation and Control) Ordinance, 1980 up to a maximum of 10% per annum of

the net annual profits of the Modaraba. The fee for the nine months period ended March 31, 2022 has been recognized at 10%
of the profit for the period. (June 30, 2021: 10%).

P
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24.5

24.6

247

Sindh sales tax levied by Sindh Government on
rate of 13% (June 30, 2021: 13%).

Pursuant to Order of Sindh Revenue Board (SRB},
Management Company’s remuneration at the rate of

A show cause notice was issued wherein sales ta
2011. This notice was challenged by the Appel
maintained that the Appellant was liable to pay S
sharing rather than a fixed fee against

Staff retirement benefits - Defined benefit plan
General description

As mentioned in note 4.10(a), the Modaraba o
Actuarial valuation of the scheme is carried o
2022 using the Projected Unit Credit Method.

Number of Employees under the scheme

FIRST HABIB MODARABA

remuneration of Modaraba Management Company has been charged at the

the Modaraba has recorded a provision in respect of Sindh sales tax on
13% per annum,

X was demanded under the provision of Sindh Sales Tax on Service Act,
llant before Assistant Commissioner in which Assistant Commissioner
ales Tax. Management is of the view that the management fee is a profit

rendering of management services by the management company up to 10% of
Modarabas profit as provided in the Modaraba Ordinance, in case of loss in modaraba venture th

entitied to claim any remuneration. Se therefore, Habib Management {Pvt.} Ltd. has filed a reference a
of Sindh in which stay has heen granted against the order of A

pending, therefore the final outcome cannol be determined.

€ management company s not

perates an approved funded gratuity scheme for zll of its permanent employees.
ut every year and the latest actuarial valuation was carried out as at March 31,

The number of employees covered under the following defined henefit schemes are:

Gratuity fund

Principal actuarial assumptions

The actuarial valuations were carried out as at March 31, 2022 using the following significant assumptions:

Discount rate

Expected rate of return on plan assets
Expected rate of salary increase

Reconciliation of payable to defined benefit plan

Present value of defined benefit obligation
Fair value of plan asseis
Net defined liability / {assets)

Movement in defined benefit obligations

Obligations at the beginning of the period / year
Current service cost

Interest cost

Benefits paid by the Modaraba
Re-measurement (gain)

Obligations at the end of the period / year

Movement in fair value of plan assets

Fair value at the begirning of the period / year

Interest income on plan assets

Contribution by the Modaraba - net

Actual benefits paid by the Fund during the year

Re-measurements: Net return on plan assets
over interest income (loss)

Fair value at the end of the period / year

March 31, June 30,
2022 2021
mamemmemaen (Number) -=—-meeee-
71 74
March 31, June 30,
2022 2021
——mm————re Per annum ----cevee
12.25% 10.25%
0.55% 4.42%
12.25% 10.25%
March 31, June 30,
2022 2021
----------------- {Rupees)---vaseenno.
32,872,236 29,607,030
{29,343,906) {29,607,030)
3,528 330 -

For the Nine Months
Period Ended

March 31, June 30,
2022 2021
R { £ 11 7-Y: ) PO— ———
29,607,030 28,756,625
2123,191 2,708,144
2,339,066 2,736,275
(597,463) (3,987,895)
{599,588) {646,119)
32,872,236 29,607,030
29,607,030 28,796,625
2,339,066 2,736,275
- 3,232,395
(597,463) (3,987,895)
{2,004,727) {1,170,370)
29,343,906 29,607,030

-2
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25 FIRST HABIB MODARABA

For the Nine Months
Period Ended

March 31, June 30,
Movement in payable 2022 : 2021
under defined benefit scheme Note {Rupees)
As at beginning of the period / year - -
Charge for the period / year 2,123,191 2,708,144
Contribution by the Modaraha - net - (3,232,395)
Re-measurement loss recognized in OCI
during the period / year 1,405,139 524,251
As at end of the period / year 3,528,330 -
Charge for defined benefit plan
{i) Cost recognized in profit and loss
Current service cost 29.1 2,123,191 2,708,144
Net interest on defined benefit asset / liability - -
2,123,191 2,708,144
(i) Re-measurements recognized In OCI during the period / year
Financial assumptions {599,588) (646,119)
Return on plan assets over interest income 2,004,727 1,170,370
Less: Deferred tax {407,490) -
Total re-measurements recognized in OC| 997,649 524,251
March 31, June 30,
2022 2021
Components of plan asgets {(Rupees)-r—m—eeeee e
Cash and cash equivalents - net 7,948,692 7,714,403
Non-Government Debt Securities 21,395,214 21,892 627
29,343 906 29,607,030

Equity securities and units of mutual funds are subject to price risk whereas non-Government debt securities are subject to
credit risk and interest rate risk. These risks are regularly monitored by Trustees of the employee funds.

Sensitivity analysis

0.5% increase in discount rate

31,249,057
0.5% decrease in discount rate 34,615,448
0.5% increase in expected rate of salary increase 34,645,911
0.5% decrease in expected rate of salary increase 31,207,200
Expected charge for the next financial year 3,635,712
Maturity profile
The weighted average duration of the obligation {in years} 10.22

Funding Policy

The Modaraba endeavours to ensure that lfability under employee benefit scheme is covered by the Fund on any valuation date
having regards to the various actuarial assumptions such as projected future salary increase, expected future contributions to
the Fund, projected increase in liability associated with future service and the projected investment income of the Fund.

Following are the significant risks associated with the staff retirement benefit schemes. These may include:

. The risk that the actua} mortality experience is different. The effect depends on the beneficiaries’ service
Asset volatility |, age distribution and the benefit.

Changes in bond
yields

Life expectancy / |The risk of higher or lower withdrawal experience than assumed. The final effect ceuld ge either way
Withdrawal rate  [depending on the beneficiaries' service/age distribution and the benefit.

Final salary risk The risk that the final salary at the time of cessation of service is greater than what we assumned. Since
! ry ris the benefit is calculated on the final salary, the benefit amount increases similarly.
Faa,

The risk of investment underperforming and being not sufficient to meet the labilities.

L —— 4 e



24.8

26 FIRST HABIB MODARABA

Provident Fund related disclosures

The follawing information is based an the latest un-audited financial staterments of the fund:

March 31, June 30,
2022 2021
Note B i { 3 LW F 7= 7%= O —
Size of the fund - total assets 54,177,466 54,509,439
Cost of inestments made 33,089,978 38,312,539
Fair value of investments 24.8.1& 33,099,979 35,697,203
24.8.2
Percentage of investments made 61 % 65%
24.8.1 The break-up of fair value of investrments is as follows:
March 31, 2022 June 30, 2021
Percentage Percentage of
of the size of the size of the
the fund Rupees fund Rupees
Imestrment in listed debt securities 0.00% - Q.00% -
Investment in unlisted debt securities 0.00% - 0.05% 25,000
Invastment in listed equity securitias 1.22% 662,750 4.687% 2,548,012
Bank balances 59.87% 32,437,229 80.77% 33,124 191
81% 33,099,979 B65% 35,697,203
24.8.2 Investments out of the funds of provident fund have been made in accordance with the provisions of section

25.

26,

26.1

26.2

27.

271

218 of the Companies Act, 2017 and the rules formulated for this purpose.

RUNNING MUSHARAKA

25.1. Facility for Running Musharaka is obtained from Meezan Bank Limited up to Rs. 250 million during the year. The
profit rate on this facility is 3 month KIBOR pius 0.25% per annum. The facility is secured against 1st
hypothecation charge on all Modaraba's present and future movablefimmovable fixed assets with 30% margin,

25.2. Facility for Running Musharaka is obtained from Habib Bank Limited up to Rs.500 million during the year. The
profit rate on this facility is 3 month KIBOR plus 0.25% per annum. The facility is secured against 1st supplemental
letter of hypothecation of Fixed Assets (Plant, Machinery & Equipment) for Rs.715 million.

CONTINGENCIES AND COMMITMENTS

Contingencies

The Modaraba received a letter from Sindh Revenue Board (SRB) dated August 09, 2018, wherain, it is mentioned that
the Assistant Comrnissioner (Unit-12) of the SRB came to know through scrutiny of the financial statements of the
Modaraba for the fiscal year years 2012-2017 that the Modaraba is engaged in providing / rendering taxable services
which falls under the Second Schedule of Sindh Sales Tax ot Services Act, 2011 {the Act), and the sales tax on such
services, i.e. on lease rentals / lease financing transactions aggregates to Rs.916.393 million which Is outstanding. In
view of this, the Modaraba was advised te submit certain financial records to SRB to ascertain the actual tax liability. Such
letters were also received by some other Modarabas and collectively, a petition against the same was filed through a
common legal counse! in the Honorable High Court of Sindh (HCS) chaltenging levy of Services Sales Tax on lease
financing transactions inciuding the vires of various headings of the Second Schedule of the Act. A stay order in this

regard has been granted by the HCS stating that no adverse order in respect of the proposed freatment shall be made
against the Petitioners.

The management of the Modaraba based on its discussions with its legal counsel is of the view that in light of the stay
order of the HCS and the merits of the matter involved, no provision for any sales tax liability on rentats of lease financing
is required to be maintained in the financial statements for the nine months period ended March 31, 2022,

Commitments
Commitments in respect of financing transactions amounted to Rs. 1,083 (2021: Rs.1,005) million.

For the Nine Months
Period Ended

March 31, June 30,
2022 2021
INCOME FROM LEASE FINANCING Note cmeeememeaee {(Rupees)esasar—eeeeees -
Lease financing installiments 27.1 362,739,289 790,061,532
Less: Depreciation on lease financing assets 45 (250,743,880 (660,300,294)
111,995,409 129,761,238

This comprises of principal and profit components.
o
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27 FIRST HABIB MODARAB/

For the Nine Months
"Period Ended

March 31, June 30,
2022 2021
Note e, (AT T-T B ——
28. FPROVISION IN RESPECT OF DIMINISHING MUSHARAKA,
Provision during the period / year 8.2 42,119,937 41,373,226
29. ADMINISTRATIVE EXPENSES

Salaries, allowances and other kenefits 29.1 73,892,808 88,634,128
Printing, stationery and advertising 2,885,334 3,488,668
Traveling and conveyance 660,122 641,488
Insurance / takaful charges 811,712 675,515
Utilities 3,082,722 4,087,020
Postage 610,995 960,469
Newspapers and periodicals 12,050 31,182
Repairs and maintenance 1,887,909 2,962,314
Telecommunication 734,820 1,129,310
Fees and subscriptions 6,045,854 6,544 857
Legal and professional charges 5,838,815 4,948,101
Donations 29.2 - -
Depreciation on fixed assets in own use 6.1&45 9,834,346 12,853,034
Depreciation expense on lease assets 6.3 & 45 3,807,783 5,077,044
Amortization on intangible assets 7.1&45 25,347 57,461
Auditors' remuneration 293 2,783,322 2,824 527
Certificate registrar expenses 1,196,297 1,333,282
Vehicle running expenses 2,199,569 1,949,042
Office expense 2,691,293 2,581,238
Staff training and workshop 214,353 083,550
Staff hajj expenses - -
Rent expense 146,072 247,803

Infermation technology expenses 3,394,068

3,969,960

Commission expense - HMB - -

Miscellaneous 1,047,910 1,833,654
123,783,499 147.593 647

291  Salaries, allowances and other benefits

The aggregate amount charged in the financial statements for femuneration to officers and other employees of the
Modaraba is as follows:

For the Nine Months Period Ended

March 31, 2022 ' June 30, 2021
Other Other
Officers” employees Total Officers employees Total
Note  co—oe {Rupees) {Rupees) —— -
Salaries 7,693,013 29,157,542 36,850,555 11,182,848 29,982,027 41,144,875
House rent 850,500 4,722,871 5,573,371 1,306,800 4,644,823 5,951,623
Other allowances 5,870,546 19,234,378 25,104,924 8,265,559 24,911,891 33,177,450
Insurance 317,931 1,356,309 1,674,240 537,458 2,093,155 2,630,613
Gratuity fund 24.7h(i) 809,821 1,313,370 2,123,191 597,822 2,110,322 2,708,144
Provident fund 635,625 1,930,900 2,566,525 894,637 2,126,786 3,021,423
16,177,436 57,715,370 73,892,806 22,785 129 65,849, B34,
Number of employees 3 86 89 4 88 87

29.1.1 Certain officers are also provided with self maintained cars by the Modaraba.
29.1.2 No rermuneration paid to the directors of the Modaraba Management Company during the period (2021: Nil
29.1.3 This includes contribution to staff provident fund amounting to Rs.2.553 million (2021: Rs.3.021 million).

29.2  The Directors of the Modaraba Management Company do not have any interest in any donees' fund to which donations
were made. .

These represent officers as prescribed under the Compé}l_ies Act, 2017.
i
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Auditors’ remuneration:

FIRST HABIB MODARABA

For the Nine Months
Period Ended

Audit fee
Special audit

Fee for half yearly review and code of corporate governance

Taxation and other services
Out of pocket expenses

Sales tax

OTHER INCOME

Dividend on shares

Gain on transfer of lease financing assets
Gain on sale of owned fixed assets - net
Profit on modaraba's deposit accounts
Profit on Term Deposit Musharakas (TDM 5)
Profit on ljarah GOP sukuk bonds

Profit on sukuk

Loss on termination of lease contract

Premature income on termination of diminishing musharaka

Miscellaneous income

Dividend on shares

Meezan Bank Limited
Habib Sugar Mills Limited
Engro Fertilizers Limited

Less: Charity expense
FINANCIAL CHARGES

Profit on certificates of investment (musharaka}
Profit Paid on Running Musharaka Financing

Financial charges on fiability against right of use assets

Bank charges

TAXATION

Current
- for the year
- for prior years

Deferred Asset

March 31, June 30,
2022 2021
Note  ceemee {Rupees)e-memeome-...
544,500 660,000
1,175,000 550,000
267,625 260,000
253,875 798.182
338,150 374,890
2,577,150 2,643,072
206,172 181,455
2,783,322 2,824,527
301 21,927,568 21,884,171
45 11,601,819 22,758,280
45 185,569 1,108,318
17,643,546 19,749,640
10,448,663 18,183,527
6,203,218 -
6,203,723 7,361,138
- 31,180
- 9,281,777
8,754,713 3,167,894
82,948,817 103,525,925
9,945,562 14,064,436
4,532,004 4,154,337
7,450,000 3,900,000
21,927,566 22,118,773
- (234,602)
21,927,566 21,884,171
45 534,874,637 419,166,539
30,681,337 -
21 & 45 2,489,835 3,202,059
523,063 649,746
568,548,862 423,018,344
65,702,456 -
65,702,456 -
{19,261,458) -
46,440,998 -

The tax reconciliation has not been provided as this is the first year of applicability of taxation and thus the deferred tax

booked is based on timing differences as at March 31, 2022 and a

praofit for the year.

CONTRACTUAL LEASE FINANCING INSTALLMENTS RECEIVABLE - LEASE CONTRACTS

March 31, 2022

ccordingly can not be reconciled to tax on accounting

June 30, 2021

Later than one
Not later than

Later than one

year but not Later than Total Notlater than yearbutnot Later than Total
one year later than five five years one year later than five five years
years years
{Rupees)
Total future lease
payments receivable 206,383,675 158,675,416 . 365,059,091 541,817,650 376,301,159 - 918,118,709
March 31, June 30,
2022 2021
CASH AND CASH EQUIVALENY {Rupees)-em-reemeer .
Cash and bank balances 189,839,288 216,102,298
Investment in Term Deposit Musharakas (TDMs) 155,748,697 489,647,773
Running Musharaka {748,388,268) (49,999,000}
(402,800,303) 655,751,071
—
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TRANSACTIONS WITH RELATED PARTIES

The relaled parties and associated undertakings comprise the Managemenl Company (Habib Metropolitan Modaraba Management Company
(Private) Limited), Habib Metropolitan Bank Limited, Hebib Bank AG Zurich, Habib Metro Modaraba, Habib Metropolitan Financial Services
Limited, First Hahib Modaraba Employees’ Provident Fund, First Habib Modaraba Employess’ Gratufty Fund and key management perscnnel,
Transactions and balances outstanding with related parties and associated undertakings are as follows:

March 31, June 30,
2022 2021
Balances held {Rupees)
Related party
|

Related party relationship Nature of balances
Habib Metropolitan Bank Limited Holding Company Bank balances 188,667,141 215,230,543

Investmeant in HMB - 537,821

Certificates of inveslment {musharaka) 4,500,000,000 2,225,000,000

Prefit receivable 1,823,180 2,834,905
Financial charges payable 54,053,141 25,010,308
Utilily charges payable 750,000 1.691,076
Rent payable 180,000 344,556
Security deposit 130,000 130,000
Habib Metropolitan Modaraba Management Management Managemerit fee payable 35,833,407 41,776,705
Company (Private) Limited Company Sale tax on management fee payable 28,492,234 23,833,801
Staff Retirement Benefit Fund Associate Graluity fund 3.528,330 -

For the Nine Months
Period Ended

March 31, June 30,
2022 2021
{Rupoes)
Transactions during the period / year
Related party
Related pa t ti
e party relationship Nature of transactions
Habib Melropoiitan Bank Limited Holding Company Profit on bank accounts 25,800,273 17,030,486
Bark charges 510,888 625,833
Utility charges 2,990,678 1,691,076
Rent expanse 344,556
Financial charges 187,647,148 128,145,993
Habib Metropolitan Modaraba Management Management fee 35,833,407 41,776,705
Management Company {Private} Limited Company Sale tax on managemenl fee 4,658,343 5,430,972
Management fee paid 41,776,705 36,431,341
Dividend paid 28,224,000 28,224,000
Habib Metropolitan Financial Services Limited Associate Brokerage commission 24,000 -
Services Limited Purchase of securities 15,478,500 -
Staff Retirement Benefit Fung Associate Gratuity fund 2,123,191 2,708,144
Contribution made . 3,232,395
Provident Fund Associate Caonfribution made 2,566,525 3,021,423

No remuneration in kind has bean paid by the Modaraba fo the directors and key management personne! of Modaraba Management Company.

The Modaraba carries out transactions with related parties at commercial terms and conditions as per Modaraba's policy.
CAPITAL MANAGEMENT

The Board's policy is to maintain a sound capital base so
development of the business, The Board of Directors of m
profit after taxation divided by total Certificate holders'
holders. There ware no changes to the Modaraba's app:
imposed capilal requirements,

as to maintain investor, creditor and market confidence and to sustain fulure
anagement company monitors the return on capital, which the Modaraba defines as nat
equity. The Board of Directors afso monitors Ihe level of dividend to ordinary Cerificate
roach to capital management during the year and the Modaraba is not subject fo externally

o e e
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FINANCIAL INSTRUMENTS

Risk management policies

The Modaraba’s objective in managing risks is the creation and pretection of Certificate holders' value. Risk is inherent in the
Modaraba's activities, but it is managed through a process of ongoing identification, measurement and monitoring, subject to
risk limits and other tontrols. The process of risk management is critical to the Modaraba's continuing profitability. The
Modaraba is exposed to market risk (which includes profit rate risk and price risk), credit risk and liquidity risk arising from the
financial instruments it holds, }

The Modaraba primarily invests in lsase financing assets, diminishing musharaka, diversif
GOP Sukuk bonds and Islamic investments instruments. Such investrents are subje
emanate from various factors that include but are not limited to:

ied partfolio of listed securities, tjarah
ct to varying degrees of risk, which

- Credit Risk
- Liquidity Risk
- Market Risk.

Credit Risk

Credit risk is the risk that the counter party to a financial instrument will cause a financial loss f
discharge an obligation. The Modaraba's policy is to enter into financial contracts with
with the internal guidelines and regulator requirements. The modaraba has reassesse
none of it's customers require further downgrading on subjective basis.

or the Modaraba by failing to
reputable counter parties in accordance
d it's portfolio as at March 31, 2022 and

Exposure to Credit Risk

The maximum exposure to credit risk before any credit enhancements at March 31, 2022 is the carrying amount of the financial
assets as set out below:

March 31, June 30,

2022 202
{Rupees)
Diminishing musharaka financing 14,378,426,361 9,913,812,387
Lease financing installments receivable - 385,597
Diminishing musharaka financing installments receivable 10,145,498 155,806
Investment in sukuk and Term Deposit Musharakas (TDMs) 509,423,697 568,647,773
Long term deposits 1,147,800 1,147,800
Other receivables 19,813,117 5,914,137
Bank balances

189,386,365 215,718.051
15.108,342,838 _ 10.706,781.551

Credit risk ratings

Credit risk rating of the banks and their respective balances are given below:

Rating

Banks Shortterm | Longterm Agency

Habib Metropolitan Bank Limited Al+ AA+ PACRA 188,667,141 215,230,643
Al Baraka (Pakistan) Limited Al A PACRA 110,306 110,185
Bankislami Pakistan Limited Al A+ PACRA 244,632 244 632
Meezan Bank Limited A+ AAA JCR-VIS 290,942 59,882
Bank Al-Habib Limited Al+ AAA PACRA 62,994 62,359
Dubai Islamic Bank Pakistan Limited Al+ AA JCR-VIS 10,350 10,350

189,386,365 215,718,051

Concentration of Credit Risk

Concentration is the relative sensitivit

y of the Modaraba's performance to developments affecting a particutar industry or
geographical location.

Concentraticn of risks arise whan a number of financial instruments or contracts are entered into with the same counterparty, or
where a number of counterparties are engaged in similar business activities, or activities in the same geographic region, or

have similar econemic features that would cause their ability to meet contractual obligations to be similarly affected by changes
in ecenomic, political or other conditions‘,

rurn,

+ e rE——— b
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The Modaraba's portfolio of financial assets is broadly diversified and transactions are entered into with diverse credit worthy

counterparties thereby mitigating any significant concentration of credit risk. Details of Modaraba's concentration of credit risk
by industrial distribution are detailed in note 44 to the financial statements.

Impaired Assets

Refer note 4.2(d) and 5.1 to the financial statements for details on impairment of assets.
Liguidity risk

Liquidity risk is the risk that the Modaraba will not be able to generate sufficient cash resources to settle its obligations in full as
they fall due or can only do so on terms that are materially disadvantagecus.

In the case of Modaraba, the liquidity level of Modaraba remained on satisfactory level during the year and Modaraba did rot

face any difficulty or problem for geperation of liquidity,

Note 39 to the financial statements summarizes the maturity profile of the Modaraba's financial instruments.

Mitigating / managing the risk

Modaraba's policy is to invest the majority of its assets in investments that includes Term Deposit Musharakas that are having
short-term maturities. Only a limited proportion of its investments are of long-term in nature.
Market Risk

Market Price Risk

The risk that fair value or future cash flows of a financial instrument will fluctuate becau

securities due to a change in credit rating of the issuer or the instru
supply and demand of securitics and liquidity in the market.

Exposure

se of changes in market prices of
ment, change in market sentiments, speculative activities,

The Modaraba is exposed to unfavorable chan

ges in the fair values of invesiments as a result of changes in prices of
securities,

As at March 31, 2022, the fair value of equity and debt securities exposed to price risk was as follows:

Particulars Average Cost Fair Value Average Cost Fair Value
March 31, 2022  March 31, 2022 June 30, 2021 June 30, 2021
(Rupees)
Shares of listed companies 117,015,059 395,209,916 101,536,659 302,815,389
Sukuk 353,675,000 353,675,000 80,000,000 80,000,000
470,690,059 748,984,916 181,536,559 382,815,389

Risk Management

The Modaraba's policy is to manage price risk through diversification and selection of securities and other financial instruments
within specified limits set by Investment Committaa,

The majority of the Modaraba’'s investments are publicly raded and are valued at the rates provided by stock exchange which is
set as per the trading trend and volumes in the sacurity.

Profit rate risk

Profit rate risk arises from the effects of fluctuations in the prevailing levels of market profit rates on the fair value of financial
assets and liabilities and future cash flows.

Risk exposure

The Modaraba has lease financing portfolio. The majority of lease financing portfolio is linked with KIBOR rate as a bench mark.
The Modaraba reviews KIROR on lease financing portfolio on quarterly / six monthly basis.

As alt March 31, 2022, the profile of the Modaraba’s variable value financial instrurgents were as follows:

——

© bR e e e
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March 31, June 30,
2022 2021
Variable rate instruments {Rupees)
Assets
Sukuk 80,000,000 80,000,000

Diminishing musharaka financing

11,742,374,406 8,801,350,789
Bank deposits

114,748,204 207,602,471
Liabilities
Certificate of Investment (Musharaka)

(10,322,591,884) (7,290,530, 424)
Running Musharaka

{748,388,268) {49,999,000)
866,142 458 1,548 414,836

Fair value sensitivity analysis for variable rata instruments

An increase of 100 basis points in interest rates would have increased / decreased the profit and Joss by the amounts shown
below. Reduction in interest rates by 100 basis points would have a vice versa impact. This anaiysis assumes that all variables
remain constant. The analysis is performed on the same basis for the comparative period.

Asset  liability class {Having variable interest rates} {Increase / Decrease) Changes in profit { (loss)

() e ~=-{RUpees)-~c—eaemm .
Assets
Sukuk 100 basis points 800,000 800,000
Diminishing musharaka financing 100 basis points 117,423,744 86,013,508
Bank deposits 100 basis points 1,147,482 2,076,025
Liability
Certificate of Investment (Musharaka) 100 basis points {103,225,919) (72,905,394)
Running Musharaka 100 basis points (7,483,883) {499,990}

Above sensitivities are calculated on the assurnption that all factors remain constant exce|

pt interest rates and resulting variation
in fair values of the subjugated investments and impact on the prefit and loss.

Risk Management / Mitigation

The Modaraba monitors the interest rate environment on

a regular basis and alters the portfelio mix of fixed and floating rate
securities.

The Modaraba's policy requires the Modaraba management to manage this risk by measuring the mismatch of the interest rate
sensitivity gap of financial assets and liabilitios and calculating the average duration of the portfolio of fixed interest securities.

The average effactive duration of the Maodaraba's portfolic is a measure of the sensitivity of the fair value of the Modaraba's
variable interest securities to changes in market interest rates.

The Modaraba's pelicy refrains from holding interest bearing instruments that induce the éverage effective duration of the
variable interest portfolio to pass the benchmark of the average duration.

Operational risks

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with the processes,
technology and infrastructure supporting the Modaraba's operations either internally within the Modaraba or externally at the

Modaraba's service providers, and from external factors ather than credit, market and liquidity risks such as those arising from

legal and regulatory requirements and generally accepted standards of investment management behavior. Operational risks
arise from all of the Modaraba's activities.

The Modaraba’s objective is to manage operational risk so as to balance limiting of financial losses and damage to its
reputation with achieving its objective of generating returns for cerificate holders. The primary responsibility for the
development and implementation of controls over operational risk rests with the Board of Directors of the Management
Company. This responsibility encompassas the controls in the following areas:

- requirements for appropriate segregation of duties between various functions, roles and responsibilities:
- requirements for the reconciliation and monitoring of transactions:

- compliance with regulatory and other legal requiremenits;

- documentation of controls and procedures;

- requirements for the periodic assessment of operational risks faced, and the adequacy of controls and procedures
to address the risks identified:

- ethical and business standards;

- risk mitigation, inciuding insurance where this is effective.

J'-'...l
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39 FIRST HABIB MODARABA

Yield / profit rate risk

Yield / profit rate risk arises from the possibility that changes in yield / profit rates will affect the value of financial
instruments. Ali financial instruments of the Modaraba are on a profit and toss sharing basis, or on variable profit rate.

Market risk

Modaraba recognizes market risk as the exposure created by potentiai changes in the market prices and rates.

Fair values of financial assets and liabilities

The fair vatues of traded instruments is based on quoted market prices. Fair value of future lease financing instaliments
receivable against lease financing assets, other assets, other liabilities and other items cannot be calculated with
sufficient reliability due to absence of current active market for such assets and liabilities.

SEGMENT BY CLASS OF BUSINESS OF FINANCING ASSETS

March 31, 2022 June 30, 2021
Rupees % Rupees | %

Auto and allied 590,885,855 4.01 479,814,588 4.45
Cable and electric goods 540,321,547 3.67 341,337,842 3.17
Carge, courier and logistic services 529,586,371 3.60 426,247,363 3.96
Cement 143,513,599 0.97 94,169,544 0.87
Chemical 1,137,577,498 7.72 678,211,872 6.29
Construction 69,895,710 0.47 62,144,744 0.58
Education 169,482,214 1.15 97,161,276 0.90
Fertilizer 160,305,572 1.09 142,111,575 1.32
Financial institutions 178,236,518 1.21 164,865,365 1.53
Food and allied 2,193,607,956 14.89  1,429.489,727 13.27
Fuel, power and energy 109,055,885 0.74 36,832,772 0.24
Glass and ceramics 73,118,950 0.50 67,202,777 0.62
Health care 230,453,881 1.56 172,816,810 1.80
Individuals 1,228,261,845 8.34 730,163,876 6.78
Information technology 730,740,852 4.96 939,432,697 B.72
Leather and tanneries 9,284,086 0.06 6,340,302 0.06
Oil and gas exploration 48,553,925 0.33 32,098,740 0.30
Paper and board 180,861,965 1.23 95,871,285 0.89
Pharmaceutical 2,185,193,702 14.84 1,765,615,431 16.38
Refinery, lubricant, oil and gas marketing 122,114,376 0.83 204,107,248 1.89
Services 2,099,409,272 14.25 1,496,240,686 13.89
Steel and engineering 361,606,847 2.45 357,806,846 3.32
Sugar and allied 444,612,956 3.02 239,971 447 2.23
Textile 1,108,271,538 7.52 691,113,391 6.41
Cthers 84,966,536 (.58 24,267 114 0.23

14,729,919,451 100.00 10,775,335,318 100.00

Modaraba's operations are restricted to Pakistan only.

CREDIT RISK AND CONCENTRATION OF CREDIT RISK

Credit risk is the risk that one party to a financial instrument will fait to discharge an obligation: and cause the other party
ta incur a financiat loss.

The Modaraba has established procedures io Mmanage credit exposure including credit approvals, credit limits and
abtaining collaterals.

Concentration of credit risk arises 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 considerations. Concentration of credit risk indicates the relative sensitivity of the
Modaraba's performance to developments affecting a particular industry. :

Filen
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43.1

The Modaraba manages concentration of credit risk ex
undue concentration of risk with specific industry, sect

40

FIRST HABIB MODARABA

posure through diversification of portfolio of its customers to avoid
or, or group as follows:

March 34, 2022 June 30, 204
Diminishing Diminishing
musharaka Lease musharaka Lease
Advances, Diminishing financing financing Advances, Diminishing financing financing
deposits, musharaka indaliment | installments deposits, rusharaka installment | ingtaliments
repayments financing raceivables | receivables || prepayments financing receivables | receivables
{Rupees) {Rupees)
Segment by class of business -
Auto and allied - 465,095,221 1,513,020 5,717,100 388,143,433 31478
Cable and electric goods - 540,321,547 442,852 . 339,588,579 45030 23127
Cargo, courier and logislic senices . 516,875,918 1,612,833 401,880,341 5,626,692
Cement - 143,613,599 190,261 - 94,169,544 69,060
Chemical . 1,130,124,160 1,476,554 264 550,237,499 217,525 3052
Construclion - 69,895,710 348,007 62,144,744 394,444
Educalion . 169,482,214 148,347 96,766,826 25557
Fertilizer - 159,188,918 . - - 131,231,411 .
Financial instilulions 4,689,424 159,427,290 - 1,546,209 137,408,276 -
Food and allied - 2,191,598,186 1,621,006 - 1,426,188, 607 173,598
Fuel, power and energy - 103,055,885 3,832 - 1,691,076 36,832,772 -
Glass and ceramics - 73,118,950 88,100 . . 67,202,908 107,005
Health care - 230,452,881 476,559 100,964 - 172,815,810 2502
Incividuals 796,898 1,228,261,845 3,052,506 - - 729,311,046 491,885
Inkymation technlogy 445,492 726,416,807 550,717 4,324 304,49 125,5138%7 53,582 9073
Leather and tarneries . 8,284,086 33,570 . - 5,860,402 - 7,160
Cil and gas exploration . 48,553,925 29,999 . - 32,088,740 2,667
Paper and board 175,317,664 211,884 - - 85,472,548 5,697
Pharmaceuticat - 2,062,388,478 467,062 109,671 1,598,396,90 82,507 430,123
Refinery, lubricant, oil and gas markeling 105,849,645 1,552,411 . - 176,696,040 -
Senices 2,078,017,575 993,699 . 657,063 1,367.225.965 243972
Steel and engingesing - 361,606,347 9,002 - - 357,806,846 36,490
Sugar and allied . 436,687,711 65,288 . - 223,402,533 10,874
Textite . 1,103,570,503 1,212,118 bif) - 682,966,741 122,562 7,051
Others 3,204,816 84,749,746 46,432 458 1,045,395 23,389,279 13487 447
9,136,630 14,378,426,361 16,503,198 246,459 10,961,333 9,913,812.367 8,141,824 514,033

EARNINGS PER CERTIFICATE

Basic

Basic earnings per certificate are calculated by dividing the net

number of certificates outstanding during the period / year as follows:

Prafit for the period / year
Woeighted average number of certificates of Rs. 5/~ each

Earnings per certificate

43.2 Diluted

profit for the period / year by the weighted average

March 31, June 30,
2022 2021
------------ {(Rupees) caeeee”
265,044,473 363,148,152
201,600,000 201,600,000

1.31 1.80

No figure for diluted earnings per certificate has been presented as the Modaraba has not issued any instruments which
would have an impact on earnings per certificate when exercised.

- T e e e
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SEGMENT INFORMATION

As per IFRS 8 - ‘Operating Segments’, operating segments are reported in 2 manner consis
The chief executive officer of the managemant company has been identified as the chiet
assessing performance of the oparating segmenls.

The Chief Executive Officer
allocation decisions are base

The internal reporting provided to the chief executive officer for the Madara
measuremant and recognition principles of approved accounting standards as applicable in Pakistan.

The Medaraba's is domiciled in Pakistan.

Details of sagment revenues, costs, profit, assets and liabilties are as follows:

Lease financing assets
March 31, 2022  June 30, 2021

Diminighing

March 31, 2022

June 30, 2029

aka financing

FIRST HABIB MODARABA

All of the Modaraba's income is fram the investments in entities incorporaled in Pakistan,

tent with the internal reporting used by the chief operating decision maker.
operating dacision maker, who is responsible for allocating resources and

is responsible for Modaraba's entire producl portfolio and consider busingss to have a two operating segments. The Modaraba's assets
d on a singte integrated investment sirategy and the Modaraba's performance is avaluated on basis of two operating segments,

ba's assets, liabilities and pedormance is prepared on a consislent basis with the

Total

March 31, 2022

June 30, 2021

(Rupees)
Segment revenues and (losses) ! profits
Revenus - net of depreciation, where
applicable 141,995,409 129,761,238 897,842,129 796,465,070 1,009,837,548 926,226,308
Costs (7,289,091) £13 B27,965) (661,259,771} (408,190,379} {568,548,862) {423.018,344)
Reporlable segment (joss) / profit 104,706,318 115,933,273 336,582 368 387 274,691 441 |283!$36 503,207 964
Segment assets and liabilities
Reportable segment assets
Lease financing asset 351,493,090 861,522,931 - - 351,493,000 861,522,931
Diminishing musharaka financing - - 9,331,857,688 6,217,547 845 9,331,857 688 6,217,547 845
Current portion of diminishing
musharaka financing - - 5,046,568,673 3,696,264,542 5,046,568,673 3,696,264 ,542
Leass financing instalimants recelvable - 385,597 - - - 385,597
Diminishing musharaka finanging
instaliments receivable - - 10,145,498 155,808 10,145,498 155,808
351,493,090 861,908,528 14,388,571,859 9.913,968,193 14,740,064,949  10.775,876.721
Reportable segment liabilities
Security deposits against lease financing assets 70,827,995 130,913,803 - - 70,827,995 130,913,803
Certificates of invasiment (musharaka) 132,340,974 238,319,028  10,190,260,810 7.052,220,386  10,322,591,884  7,290.539,424
Security deposits - current portion 34,120,393 70.598,081 ’ - - 34,120,393 70,898,081
Unearned lease financing and diminishing
musharaka instalfments - 247,969 48,687 457 17,602,285 48,587,457 17,850,254
Advance lease financing and diminishing
musharaka instalments 5,046,650 8,688,396 6,288,707 1,318,517 10,335,357 10,007,913
Adjustable against lzase financing contracts 213,962,949 215,180,449 - - 213,962,949 215,160,948
Advance against sale of diminishing musharaka - - 92,347,221 49,623,345 92,347,221 49,623,345
Diminishing musharaka customer contribuiion . - 24,238,765 11,938,350 24,238,765 11,939,350
456,298 961 864,227,726 10,360,713,060 7. 132,704 68023 1 0!81?,01 2,021 7.796,932.619

Reconiliation of reportable segment revenues, profit or loss. assets and Yabiliias, Is as follow:

Revenues
Revenue classified in segment reported

Profit
Profit classified in segment reported

Provision in respect of diminishing musharaka
Administrative expenses
Other income
Impairment loss on invesiment in equity security classified as ‘available-for-sals’
Modaraba Management Company’s remuneration
Sales 1ax on Modaraba Management Company's remunaration
Provision for Sindh Workers' Welfare Fund
Taxation

Assets

Assets classified in segment reported
Assets in own use
Intangible assets

Long term deposits
Invastments

Advances and prepayments
Crther receivables

Income tax refundable
Cash and bank balances

Liabilities
Liability classified in segment reported
Trade and clher payables

Profit payable on certificates of Investment {rmusharaka)
Unclaimed profit dislribution

= R e e R

1,009,837 548

926,226,308

441,288,686 503,207,964
(123,783,499) (147,592,647
82,848,817 103,525,925
(35,833,407) {41.776,705)
{4,658,343) {5,430,972)
{6,356,346) (7.411,187)
353,605,408 404,521,378

14,740,064,949

10775876, 721

54,523,177 54,208,927
298,434 141,260
1,147,800 1,147,800
904,733,613 872,463,162
7,988,830 9,513,533
38,314,480 25,513,000
116,624,866 167,077,010
189,839,268 216,102,208

16,053,535,427

12,122, 533,710
e e e

10,817,012,021

7.796,932.619

385,451,625 260,823,692
182,071,521 107,487,595
49,179,280 46,248,118
11,413,714,447 8,220,492,222

f
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For the Nine Months
Period Ended

March 31, June 30,
2022 2021
Note cceeseeeee. {Rupees)---eeee e
45. CASH GENERATED FROM OPERATIONS
Prefit for the period / year 311,485,471 363,148,152
Adjustment for:
Gain on disposal of assets:
Lease financing assets 30 (11,601,819 (22,758,280)
Assets in own use 30 (165,569) (1,108,318)
Depreciation on fixed assets:
Lease financing assets 27 250,743,880 860,300,294
Assets in own use 29 9,834,346 12,853,034
Right of uge Assets 29 3,807,783 5,077,044
Amortization of intangible assets 29 25,347 57,461
Pravision in respect of diminishing musharaka 42,119,937 41,373,228
Provision for gratuity 24.7h{i) 2,123,191 2,708,144
Dividend income 301 (21,927,566) {21.884,171)
Financial charges 31 537,244,472 422 368,508
Movement in working capitat 45.1 120,355,110 90,608,410
1,244,144,583 1.552,743,594
45.1 Movement in working capital
(Decrease) / Increase in current assets:
Lease financing installments receivable 385,597 817,778
Diminishing Musharaka financing instaltments receivable {52,109,629) (38,743,523)
Advances and prepayments 1,824,703 (5,373,505)
Income tax refundable - {13,365,523)
Other receivables (6,735,602) 14,728,021
(56,634,931} {42,136,752)
(Decrease) / increase in current liabilities:
Advance lease financing and diminishing musharaka
instattments 327,444 (5,185,736}
Unearned lease financing and diminishing musharaka
installments 30,737,203 10,645,476
Trade and other payables 145,925,394 127,285,422
176,990,041 132,745,162
120,355,110 90,608,410
March 31, June 30,
2022 2021
e {Number)---eeeemmee-e
46. NUMBER OF EMPLOYEES
Total number of employees at end of the period / year 72 74
Average number of employees for the period / year 73 70
-
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47. CORRESPONDING FIGURES

Corresponding figures have been rearranged and reclassified, wherever necessary, for the purpose of comparison.
However, no significant rearrangement or r

eclassification has been made in these financial statements during the current
period.

48.  DATE OF AUTHORIZATION FOR ISSUE

These financial statements were authorized for issue on 2 Y4 -SS~-2sL D
Modaraba Management Company.

by the Board of Directors of the
-

49, GENERAL

Figures have been rounded off to the nearest rupee.

For Habib Metropolitan Modaraba Management Company (Private) Limited
(Modaraba Management Company)

e
; .
N _

Chief Executive Officer Chief Financial Officer

Director

Director



