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Awwal Modaraba Management
Limited (AMML) will play a role in the

economic process and development
of Pakistan by providing a range

of advisory services and financial
support, through Sharia compliant
modes; to viable projects in high
growth, capital starved sectors

of the economy.
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Awwal Modaraba Management
Limited (AMML) aims to be

at the vanguard of innovation
in modaraba management
services, offering the best
solutions to our customers,
value to our certificate holders
and modaraba investors,
complemented with a
challenging, equal opportunity
to our employees.
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AWWAL MODARABA
DIRECTORS’ REPORT

The Board of Directors of Awwal Modaraba Management Limited, the management company of Awwal
Modaraba, is pleased to present the Directors’ Report together with Audited Financial Statements of
Awwal Modaraba for the year ended 31 December 2022.

Brief Economic Outlook

Pakistan’s economy growth is forecast to slow down to less than 2% in fiscal year 2023 due to the impact
of devastating floods, double digit inflation, import curtailment to control Current Account Deficit and
weak global demand that is likely to hamper exports. The Government is taking necessary measures like
policy tightening and efforts to tackle sizable the fiscal and external imbalances. The economic outlook
will be shaped largely by the restoration of political stability and continued implementation of reforms
under the revived International Monetary Fund program in order to stabilize the economy and restore
fiscal and external buffers. The State Bank of Pakistan (“SBP”) has already raised the discount rate to 17%
which contributed to slowing down the economy by increasing the cost of doing business. Political and
financial uncertainty, coupled with devastating floods, have further aggravated supply chain disruptions
and dragged down the output of LSM to negative growth of 3.68% during the period Jul-Dec 22 as
compared to the corresponding period last year. The recent IMF review in February 2023 of the extended
arrangement under the Extended Fund Facility (EFF) for Pakistan for release of about US$1.2 billion has
been completed with hope that it will be successfully revived once the Government complies with
necessary measures envisaged during negotiations, resulting in another wave of inflation.

The second half of FY2023 continues to remain tough for the economy struggling with highly depreciated
PKR, high cost of borrowings and inflationary pressures. As the modaraba is not leveraged, any increase
in interest rates directly translates to the top line. However, the management is in close liaison with its
customers to monitor timely repayments. For the time being, we are holding back on new disbursements.
The withdrawal of tax exemption on income of the modaraba sector upon declaration of 90% and above
dividend became effective from last fiscal year and continues to pressurize profitability of the modaraba
sector.

Financial Snapshot

Awwal Modaraba stepped up lending operations in FY2023 in order to counter the drag in profitability
resulting from a highly liquid position. The size of shariah compliant lending portfolio increased to PKR
963.35 Million as on December 31, 2022 from PKR 803.18 Million in previous period with fresh
disbursements while maintaining the quality of exposures.

Total revenues increased to PKR 71.07 Million in 1HY 2023 compared to PKR 42.06 Million in
corresponding period last year. With the increase in revenue and containment of operating expenses,
profit before tax increased PKR 56.71 Million, compared to PKR 12.49 Million last year while after-tax
profit substantially increased to PKR 40.26 Million from PKR 4.69 Million in corresponding period last year
excluding management fee. We expect the full year’s results to be stronger with full deployment as well
as higher lending rates in line with increase in interest rates in the economy.



Future Plans

The process of merger of Awwal Modaraba into Awwal Corporate Restructuring Company (“ACRC”), which
is a wholly owned subsidiary of Pak Brunei Investment Company Limited, is not yet completed. We expect
the merger to conclude during this financial year following which ACRC will be able to launch its new
business model. We expect the profitability from existing portfolio to support the company in its initial
business stage.

Change in Director

Mr. Saiyid Najam Rizvi resigned as a non-executive director of the Company with effect from October 28,
2022 and Mr. Ahmed Ateeq was nominated on the Board of the Company by Pak Brunei Investment
Company (Holding Company of Management Company) in place of Mr. Saiyid Najam Rizvi with effect from
October 28, 2022.
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30.1

RELATED PARTY TRANSACTIONS

The related parties of the Modaraba comprise of the Management Company and its Holding
Company, Modarabas under common management (KASB Modaraba, First Prudential
Modaraba and First Pak Modaraba), other associated companies, staff retirement funds,
Directors and Key Management Personnel. Transactions with related parties are carried out at
agreed rates.

Key management personnel are those persons having authority and responsibility for planning,
directing and controlling the activities of the Company. The Modaraba considers its Chief
Financial Officer and business heads to be its key management personnel. There are no
transactions with key management personnel other than their terms of employment /
entitlement. Details of certificate holding of Holding Company, Management Company,
Directors, Key Management Personnel and their family members are disclosed in pattern of
certificate holding included in the annual report of the Modaraba.

Transactions and balances with related parties during the year other than those disclosed
elsewhere in the financial statements are given below:

December 31, December 31,

2022 2021
(Un-audited) (Un-audited)
Details of the transactions with related parties Rupees Rupees

Pak Brunei Investment Company Limited
Holding Company of the Management company

Modaraba Term Deposit - 39,000,000

Profit earned from Modaraba Term Deposit

during the year - (1,877,024)

Shared service expense 4,774,075 4,793,754

Other expenses - 10,800
Awwal Modaraba Management Limited
Management Company

Management Company's remuneration - -
KASB Modaraba

Sharing of common expenses (551,262) (378,217)

Other expenses 602,955 739,159
First Pak Modaraba

Sharing of common expenses (283,752) (126,072)

First Prudential Modaraba
Sharing of common expenses (5,149,024) (756,433)
Other expenses 10,000




Staff retirement benefits funds
Contribution to staff provident fund

Contribution to staff gratuity fund

Jubilee Life Insurance Co. Ltd.
Takaful premium

Awwal Modaraba
30.2  Amounts outstanding as at year end

Pak Brunei Investment Company Limited
Holding Company of the Management company
Payable in respect shared services

Receivable balance in respect of

Awwal Modaraba Management Limited
Management Company
Payable against Management Company's remuneration

KASB Modaraba
Receivable against Staff cost of deputed employee

Receivable against sharing of common expenses

First Pak Modaraba
Receivable against sharing of common expenses

First Prudential Modaraba
Receivable against Staff cost of deputed employee

Receivable against sharing of common expenses

Staff retirement benefits funds
Contribution payable to staff provident fund

Contribution payable to staff gratuity fund

- 36,802
138,117 276,234
- 31,440
December 31,
2022 June 30, 2022
(Un-audited) (Audited)
Rupees Rupees
1,124,591 1,013,371
9,916,609 14,429,747
305,416 16,415
141,876 448,058
1,764,019 3,730,397
1,099,691 1,344,539
(27,822)
(1,162,902)
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