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Directors’ Report 
 
The Board of Directors of Popular Islamic Modaraba Management Company (Pvt.) Limited, the 
Management Company of Popular Islamic Modaraba (the Modaraba) is pleased to present the  
Directors’ Report of the Modaraba, together with Condensed Interim Financial Information for the 
Half Year ended December 31, 2022 alongwith Auditors’ Report to the Certificate Holders on 
Review of Condensed Interim Financial Information. 
 
The summarized financial results for the half year ended December 31, 2022 are as under: 
 

 
   December  December 

    31, 2022  31, 2021 

    ------------Rupees------------ 
Income    13,906,006   10,137,254 
       
Operating expenses       (4,095,095)       (3,420,614) 
Depreciation of Ijarah assets    (4,639,266)    (3,844,656) 
      (8,734,361)  (7,265,270) 

Other income           609,342              
327,762 

Profit before management fee       5,780,987   3,199,746        
Management fee        (289,049)       (159,987)  
Sales tax on management fee         (37,576)         (20,798)  
Profit before taxation        5,454,361   3,018,960 
Taxation    (927,241)  - 
Profit after taxation         4,527,120       3,018,960 
       
Total comprehensive income         4,527,120  3,018,960 

Earnings per certificate - basic & diluted               0.32   0.24 
 
Review of Operations & Economy: 
 
Despite the most challenging economic condition, high inflation, low forex reserves and economic 
uncertainty, the Modaraba has performed reasonably well. Indeed, we have achieved gross 
revenue of Rs. 13.906 million compared to Rs. 10.137 million in corresponding period last year, 
an increase of 37%, whereas the depreciation and operational expenses contracted by nearly 
20% compared to the same period last year. The Income of Modaraba increased almost 50% 
from Rs.3.018 million to Rs.4.527 million from previous year. The EPC stood at Re.0.32. The 
asset portfolio developed is a well-balanced combination of corporates, high net worth individuals 
and SMEs with a very satisfactory performance of repayments.  

Pakistan is going through a period of extreme economic and political instability due to internal and 
external factors. Any political shake up can disturb the economy’s entire momentum of progress, 
slowing down the pace of economic activities, creating a sense of insecurity in the financial sector 
and diverting the nation’s progress towards economic and financial security. 
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Considering the current economic situation, businesses may have a slow momentum in the next 
few months. Nevertheless, the management is confident that the performance will improve in the 
future as well and yield positive results despite the highlighted economic challenges.  
 
Future outlook: 
 
Modaraba is focusing on fresh financing business specifically to SMEs to improve profitability. 
Our endeavor to optimize the utilization of our own resources as well as controlled leveraging of 
the balance sheet to book and gradually build good quality assets portfolio continues. The 
Management of the Modaraba is proactively studying available options which would best protect 
and preserve certificate holders’ interest in the future. We are fully committed to maintain this 
upward trend and Insha Allah foresee to achieve better results, and to pay progressive return to 
the certificate holders of the Modaraba. 
 
Acknowledgments: 

The Board would like to take this opportunity to express gratitude and thanks to our valuable 
customers for their patronage and support, the Securities and Exchange Commission of Pakistan, 
the Pakistan Exchange Limited and Modaraba Association of Pakistan for their continuous 
support and guidance.  
 
Special thanks to our certificate holders for the trust and confidence reposed in us. 
 
for and on behalf of the Board. 
 
 
 
 
 
 
Kamran Hussain Mughal 
Chief Executive Officer 
    
Dated: February 24, 2023 
Karachi. 
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1. LEGAL STATUS AND NATURE OF BUSINESS

 

2. BASIS OF PREPARATION 
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2.3.

3. SIGNIFICANT ACCOUNTING POLICIES, ESTIMATES AND JUDGEMENTS

3.1.

3.1.1

3.1.2

4 SIGNIFICANT ACCOUNTING ESTIMATES, JUDGEMENTS AND FINANCIAL RISK MANAGEMENT

These interim financial statements are unaudited but subject to limited scope review by the external auditors as required by the Code of
Corporate Governance and are being submitted to the certificate holders as required under Rule 10 of the Modaraba Companies and
Modaraba Rules, 1981

NOTES TO THE INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE SIX MONTHS PERIOD ENDED DECEMBER 31, 2022

The SECP has issued directive (vide SRO 431 (I) / 2007 dated May 22, 2007) that Islamic Financial Accounting Standard 2 (IFAS 2) shall be
followed 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

The interim financial statements do not include all the information and disclosures required for full annual financial statements and should be
read in conjunction with the annual financial statements of the Modaraba as at and for the year ended June 30, 2022

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).

New standards and amendments to approved accounting standards that are effective for the Company's accounting periods 
beginning on or after July 1, 2023

There are certain amendments to approved accounting standards which are mandatory for accounting periods beginning on or after July 1,
2022 but are considered not to be relevant or have any significant effect on the Company s financial reporting.

New standards, amendments to approved accounting standards and new interpretations

Amendments to approved accounting standards which are effective during the year ending June 30, 2023

There are certain amendments to approved accounting standards which are mandatory for accounting periods beginning on or after July 1,
2022 but are considered not to be relevant or have any significant effect on the Company s financial reporting.

 International Accounting Standard (IAS) 34, Interim Financial Reporting, issued by the International Accounting Standards

The preparation of these condensed interim financial statements in conformity with the approved accounting and reporting standards as
applicable in Pakistan for interim reporting requires management to make estimates, assumptions and use judgments that affect the
application of policies and reported amounts of assets and liabilities and income and expenses. Estimates, assumptions and judgments are
continually evaluated and are based on the historical experience and other factors, including reasonable expectations of future events.
Revision to accounting estimates are recognised prospectively commencing from the period of revision.

Judgments and estimates made by the management in the preparation of these condensed interim financial statements are same as those
applied to financial statements as at and for the year ended June 30, 2022.

The accounting policies and methods of computation followed for the preparation of these interim financial statements are the same as those
applied in preparing the financial statements for the year ended June 30, 2022.

The Company's financial risk management objectives and policies are consistent with those disclosed in the financial statements as at and for
the year ended June 30, 2022.

Popular Islamic Modaraba is a multipurpose, perpetual Modaraba formed under the Modaraba and Modaraba (floatation and control)
Ordinance, 1980 and the rules framed there under and is managed by the Popular Islamic Modaraba Management Company (Private)
Limited, a company incorporated in Pakistan under the Companies Ordinance, 1984 (now Companies Act, 2017) and registered with
Registrar of Modaraba Companies. The registered office of the modaraba is situated at 15th Floor, Chapal Plaza, Hasrat Mohani Road, Off
I.I.Chundrigar Road, Karachi. The Modaraba is listed on the Pakistan Stock Exchange.

The Modaraba is engaged in various Islamic modes of financing and business including Ijarah, Musharaka, Murabaha and Diminishing
Musharakah arrangements. Further, trading in listed securites and commodities are also under consultation of management. In addition to this
the management is also scrolling venture to enter in Housing Finance. 

These interim financial statements have been prepared in accordance with the accounting and reporting standards as applicable in Pakistan
for interim financial reporting. Such standards comprise of

The requirements of Modaraba Companies and Modarabas (Floatation and Control) Ordinance, 1980, Modaraba Companies and Modaraba
Rules, 1981 and Modaraba Regulations 2021 for Modarabas (hereinafter referred to as the relevant laws). Up until previous years, Modaraba
was also following the requirements of Prudential Regulations for Modarabas, which are now repealed by Modaraba Regulations 2021. There
are no material financial adjustments required upon adoption of Modaraba Regulations 2021 in place of Prudential Regulations for Modarabas.

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.
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(Un-audited) (Audited)
December June 

2022 2022

5 PROPERTY AND EQUIPMENTS - (OWNED)

Book value at the beginning of the period / year 161,219           80,689            
Addition - at cost -                  143,860          
Deletion - net -                  -                 
Depreciation charged (38,260)           (63,330)           

Book vlaue at the end of the period / year 122,959           161,219          

6 PROPERTY AND EQUIPMENTS - (IJARAH)

Book value at the beginning of the period / year 25,868,708      22,559,434      
Addition - at cost 12,406,376      13,241,000      
Deletion - net (1,737,000)       (1,739,596)      
Depreciation charged (4,639,266)       (8,192,130)      

Book vlaue at the end of the period / year 31,898,818      25,868,708      

7 LONG TERM INVESTMENTS - DIMINISHING MUSHARAKA

Investment under diminishing musharaka 64,553,634      57,525,328      
Less: Current portion of diminishing musharaka (23,446,910)     (18,990,347)     

41,106,724      38,534,981      

8 LONG TERM MORABAHA FINANCE

Considered good 33,393,628      51,720,322      
Consideres doubtful 11,430,400      5,100,614        

44,824,028      56,820,936      
Provision against doubtful -                  (772,282)         

44,824,028      56,048,654      

Less: Current portion of morabaha finance (44,824,028)     (56,048,654)     
-                  -                 

8.1

9 CASH AND BANK BALANCES 

Cash on hand 86,198             76,198            
Cash at banks:

- Saving accounts 2,703,063        1,370,472        
- Dividend accounts 1,525,616        1,040,991        
- Saving accounts with State Bank of Pakistan 91,495             91,495            

4,320,174        2,502,958        

4,406,372        2,579,156        

--------Rupees--------

The profit rates on these Murabaha arrangements ranges between 18.52% and 19.76% (June 30, 2022: 9.41% and 14.86%). These investments
are secured against charge over fixed assets, registered and equitable mortgage of properties, personal guarantees of the directors of customer
companies, demand promissory notes and postdated cheques varying from case to case.
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10 CERTIFICATE CAPITAL
(Un-audited) (Audited)
December June 

December June 2022 2022
2022 2022

10,000,000   10,000,000   100,000,000    100,000,000    

4,000,000     4,000,000     40,000,000      40,000,000      

14,000,000   14,000,000   140,000,000    140,000,000    

11 SECURITY DEPOSITS AGAINST IJARAH

Security deposits 8,482,950        5,978,350        
Less: Current portion of security deposits (2,609,550)       (991,450)         

5,873,400        4,986,900        

12 CONTINGENCIES AND COMMITMENTS

Contingencies

Commitments

The Modaraba has no commitments as at December 31, 2022 (June 30, 2022: NIL).

(Un- audited) (Un- audited)
December December

2022 2021
13 INCOME

Income on:
       -  Murabaha 3,799,389        1,831,608        
       -  Ijarah 6,263,404        5,408,040        
       -  Diminishing muskaraka 3,843,213        2,897,606        

13,906,006      10,137,254      

14 OTHER INCOME

Profit on deposits accounts 265,388           262,642          
Gain on termination 205,676           -                 
Other income 138,278           65,120            

609,342           327,762          
15 EARNINGS PER CERTIFICATE - BASIC & DILUTED

Modaraba certificates of Rs. 10/- each fully 
paid in cash

Other than right issue of Rs. 10/- each fully 
paid in cash

--------Rupees--------

--------Rupees--------

Number of Certificates

The Modaraba received a demand order by DCIR dated November 30, 2020 under section 122(1) of the Income Tax Ordinance, 2001 creating a
demand of Rs. 31,924,536 pertaining to tax year 2016. The Modaraba filed an appeal against the said demand order dated December 17, 2020
before Commissioner Inland Revenue (Appeal - III) Karachi, which was dismissed as against the Modaraba. Further, the Modaraba filed revised
appeal before Appellate Tribunal Inland Revenue through letter reference no. ITA No. 245/KB-2021 and, in pursuance thereof the Modaraba was
granted stay agianst recovery proceeding vide M.A stay no. 185/KB-2021. Subsequently to the period ended December 31, 2022 the decision /
outcome is made in the favour of Modaraba.

 December 31, 
2022

 December 31, 
2021

 December 31, 
2022

 December 31, 
2021

---------------------- Rupees in '000---------------------- 

Profit after taxation 4,527,120        3,018,960     3,075,365        1,416,633       

Weighted average number of ordinary shares 
outstanding during the period

14,000,000      12,666,666   14,000,000      12,666,666     

Earnings per share - basic & dilutive 0.32                  0.24             0.22                  0.11               

For the six months ended For the Quarter ended

There are no dilutive potential ordinary shares outstanding as at December 31, 2022 and 2021.
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16 INFORMATION ABOUT BUSINESS SEGMENTS

Musharaka Ijarah Murabaha Others Total

Segments Revenue 3,843,213    6,263,404    3,799,389      609,342           14,515,348      

Segments results
Segments income 3,843,213    6,263,404    3,799,389      609,342           14,515,348      
Operating Expenses (1,084,254)  (1,767,042)   (1,071,890)     (171,909)          (4,095,095)      
Depreciation on property and equipment - Ijarah -             (4,639,266)   -                -                  (4,639,266)      
Management fee and sales tax -             -              -                (326,626)          (326,626)         

Segment results 2,758,959    (142,904)      2,727,499      110,807           5,454,361        

Musharaka Ijarah Murabaha Others Total

Segments Revenue 2,897,606    5,408,040    1,831,608      327,762           10,465,016      

Segments results
Segments income 2,897,606    5,408,040    1,831,608      327,762           10,465,016      
Operating Expenses (947,117)     (1,767,682)   (598,683)       (107,133)          (3,420,615)      
Depreciation on property and equipment - Ijarah -             (3,844,656)   -                -                  (3,844,656)      
Management fee and sales tax -             -              -                (180,785)          (180,785)         

Segment results 1,950,489    (204,298)      1,232,925      39,844             3,018,960        

Musharaka Ijarah Murabaha Others Total

Other information 
Capital expenditure 18,442,800  12,406,376  22,273,800    -                  53,122,976      
Depreciation on property and equipment - Ijarah -             (4,639,266)   -                -                  (4,639,266)      

Assets and liabilities

Segments assets

Segments assets 64,553,634  31,898,818  44,824,028    8,992,358        150,268,838    
Unallocated -             -              -                4,529,331        4,529,331        

Total segments assets 64,553,634  31,898,818  44,824,028    13,521,689      154,798,169    

Segment liabilities

Security deposits -             8,482,950    -                -                  8,482,950        
Loan from management company -             -              -                7,000,000        7,000,000        
Unallocated liabilities -             -              -                7,447,182        7,447,182        

Total segment liabilities -             8,482,950    -                14,447,182      22,930,132      

Total net assets 131,868,037    

As At December 31, 2022

------------------------ Rupees ------------------------

For The Half Year Ended December 31, 2022

For The Half Year Ended December 31, 2021

------------------------ Rupees ------------------------

------------------------ Rupees ------------------------
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Musharaka Ijarah Murabaha Others Total

Other information 
Capital expenditure 24,964,900  13,241,000  120,173,981  -                  158,379,881    
Depreciation on property and equipment - Ijarah -             (8,192,130)   -                -                  (8,192,130)      

Assets and liabilities

Segments assets
Segments assets 57,525,328  25,868,708  56,048,654    9,903,370        149,346,060    
Provision against Assets -             -              -                -                  -                 
Unallocated -             -              -                2,740,375        2,740,375        

Total segments assets 57,525,328  25,868,708  56,048,654    12,643,745      152,086,435    

Segment liabilities
Security deposits -             5,978,350    -                -                  5,978,350        
Loan from management company -             -              -                7,000,000        7,000,000        
Unallocated liabilities -             -              -                6,525,568        6,525,568        

Total segment liabilities -             5,978,350    -                13,525,568      19,503,918      

Total net assets 132,582,517    

17 RELATED PARTY TRANSACTION

(Un-audited) (Un-audited)
December December

2022 2021
Name of Transaction Relationship with the company Rupees Rupees

Management fee for the period Management company 289,049           159,987          

Dividend paid Management company 2,083,536        -                 

(Un-audited) (Audited)
December June

2022 2022
Balance as at the period ended Rupees Rupees

Management company 7,000,000        7,000,000        

Management fee payable Management company 571,356           282,307          

18 FAIR VALUE OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES

As At June 30, 2022

------------------------ Rupees ------------------------

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date.

The carrying values of all financial assets and liabilities reflected in these condensed interim financial statements approximate their fair values.

Fair value hierarchy;

The following table provides an analysis of financial instruments that are measured subsequent to initial recognition at fair value, grouped into
Levels 1 to 3 based on the degree to which the fair value is observable.

- Level 1: fair value measurements are those derived from quoted prices (unadjusted) in active markets for identical assets or liabilities.
- Level 2: fair value measurements are those derived from inputs other than quoted prices included within Level 1 that are observable for the asset
or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).
- Level 3: fair value measurements are those derived from valuation techniques that include inputs for the asset or liability that are not based on
observable market data (unobservable inputs). 

As at December 31, 2022 the Company has no financial instruments that falls into any of the above category.

The related party comprises of associated undertakings (including Modaraba Management Company) and directors of the Modaraba Management
Company. The Modaraba, in the normal course of business carries out transaction with these related parties. Significant transactions with related
parties are as follows:

Payable to Modaraba Management 
Company
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