ANNUAL REPORT 2020

udl

First UDL Modaraba







Vision

To be a leading Modaraba
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To add value for all the stake
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compliant products and services
aimed at eradicating Riba from the
society, employing the highest
standards of ethics and fair play.
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In the name of Allah, the Most Gracious, the Most Merciful!

The last fiscal year is unlike any other, that we have seen or are likely to witness during our lifetimes. In the
first half year, there were severe economic challenges while in the second half, Covid-19 along with the
economic challenges adversely impacted business activities.

However, by the Grace and Mercy of Allah, the pandemic is currently in control in the country and it is
hoped and we pray that it remains this way. The economy has also started to get back on its feet, the
rupee is stable, remittances and exports are rising and the stock market is amongst the top performing
markets in the world. This gives hope that the future would be much better for the country and your
Modaraba as well, In Sha Allah!

The management of the modaraba is currently in the process of liquidating some of its investments which
would lead to capital gains, improved cash flows that would ultimately lead to stability and profitability.

-Sd-
Maijid Hasan

Chairman
Date: 29th September’2020.
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The Board of Directors of UDL Modaraba Management (Private) Ltd., (the management company of the
Modaraba), has pleasure in presenting to the certificate holders, the Annual Report of the Modaraba together
with Audited Accounts for the year ended June 30, 2020.

Year ended
30.06.19
( Rupees in thousands)

Financial results are summarized as under :

Net (Loss) after tax for the year (54,629)
Add: Un-appropriate (loss) brought forward (7,626)

Transfer from Comprehensive Income 1,208
Net (loss) and Un-appropriated loss carried forward (61,047)
Loss per certificate (1.71)

During the year, income from operations increased by 11.12% from Rs. 34.46 million to Rs. 38.29 million.
Expenses also reduced by 10.38% from Rs. 46.47 million to Rs. 41.65 million. Despite the increase in income
and reduction in expenses, the Modaraba incurred a slight loss of Rs. 2.80 million as compared to Rs. 54.62
milion in the last fiscal year.

During the year, due to the initial slowdown in the economy and then the Covid-19 pandemic, demand for
liarah and Diminishing Musharika Financing remained extremely low. However, during the last two months
of FY 2020, some improvement was seen in demand and considerable improvements are anticipated in the
next fiscal year.

The Modaraba taking advantage of the buoyant stock market has liquidated some of its holding, anticipating
capital gains with improved cash flow. The cash generated would be used for financing through the DM
mode which would lead to a further and steady increase in profitability.

Moreover, the Modaraba is currently negotiating with a potential buyer to dispose-off its surplus land,

building, plant and machinery at Port Qasim, and, if it materializes, would also result in capital gain and cash
for the Modaraba, which would be injected to further boost its core business of Islamic financing.
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The Board of Directors has approved to issue bonus certificates in the proportion of 01 certificates for every
10 certificates held i.e. 10% for the year ended June 30, 2020.

Under the laws, rules and regulations governing the Modaraba and further as stipulated in the Prospectus,
your Modaraba, has tried its best to comply with the Shariah guidelines and audit mechanism which have
been confirmed by our Shariah Advisor in his report

The Modaraba has implemented all aspects of Code of Corporate Governance introduced by the SECP.

¢ The financial statements prepared by the Management of the Modaraba present fairly its state of
affairs, the result of its operations, cash flows and changes in the equity.

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

e Appropriate accounting policies have been consistently applied in preparation of the financial
statements and accounting estimates are based on reasonable and prudent judgment.

¢ International Accounting Standards, as applicable to Modarabas, have been followed in
preparation of financial statements.

e The system of internal control is sound in design and has been effectively implemented and
monitored.

e There are no doubts about the Modaraba’s ability to continue as a going concern.

¢ There has been no material departure from the best practices and Corporate Governance as
detailed in the listing regulations.

¢ The trading in company shares by the Directors, Chief Executive, Chief Financial Officer, Company
Secretary and their spouses and minor children during the year, if occurred, timely communicated
to the Pakistan Stock Exchange

During the year four meetings were held and attended by the following members of the Committee. The
committee comprises as follows;

1) Mr. A. Rahim Suriya Chairman
2) Mr. Majid Hasan Member
3) Ms. Farah Qureshi Member
4) Mr. Igbal Ahmed Secretary

The Chief Financial Officer and Internal Auditor also attended the meetings as per requirement of the Code
of Corporate Governance.
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During the year under review, four meetings of the Board of Directors were held which were attended by the
directors as under:-

1) | Mr. Majid Hasan 4 4 -
2) | Ms. Farah Qureshi 4 4 -
3) | Mr. Shuja Malik 4 4 -
4) | Mr.Abdul Rahim Suriya 4 4 -

A Statement showing Pattern of Certificate Holding of the Modaraba and additional information as at June
30, 2020 is included this report.

The Board feels pleasure in stating that provisions of the Code relevant for the year ended June 30, 2020,
have been duly complied. The auditors review report is and annexed herewith.

The present auditors M/s Muniff Ziauddin & Co, Chartered Accountants are due for retirement and are
non-eligible for re-appointment for having remained auditors for five consecutive years. Upon
recommendation of Audit Committee M/s Grant Thornton Anjum Rahman & Co. Chartered Accountants
have been appointed as auditors for the year 2020-2021. (subject to approval by the Registrar Modaraba).

The Board would like to take this opportunity to thank the Registrar Modarabas and other officials of the
Securities and Exchange Commission of Pakistan (SECP), the State Bank of Pakistan (SBP) for their
continuous guidance and support.

The Board would also like to thank to our certificate-holders for reposing trust and confidence in the
Modaraba, and to the members of Management and Staff for their commitment and dedication.

For and on Behalf of the Board

-Sd-

Shuja Malik
Chief Executive
Date: 29th September’2020.
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2015 2016 2017 2018 2019
—— Restated —

Issued, subscribed & paid up capital 263.87 263.87 263.87 263.87 290.25
Statutory Reserve 245,66 252.53 259.03 259.08 232.65
Revenue Reserve and unappropriate profit 121.20 126.63 30.74 (7.63) (61.05)
630.73 643.03 466.507 515.28 461.86
- - 167.14 70.81 (24.43)

Customer Security Deposit 42.31 33.704 19.221 10.310 11.09
Other Deferred Liabilities 104.01 104.01 - - -
Current maturity of Long term Security Deposit ~ 36.47 44.254 23.208 14.390 5.494
Other Current Liabilities 53.931 55.371 93.964 83.535 37.927
Total Liabilities 236.721 237.339 136.394 108.237 54.51
867.458 880.369 857.182 694.327 491.938

Investment property - - - - 73.92
Intangible Assets 2.38 2.089 1.79 2.10 4.80
Assets Leased Out 207.94 219.812 136.057 69.027 23.925
Assets in own use - Tangible 184.795 170.430 174.874 178.155 98.813
Long Term Investment 233.63 224.35 300.97 202.366 168.84
Other Long Term Assets 0.14 0.877 0.90 2.83 1.37

Capital Work in Progress - 5.960 - - -
Diminishing Musharka Financing - - 39.280 32.843 39.46
628.258 623.526 653.873 487.311 411.128

Stock 18.952 21.952 26.438 42.598 -
Musharka 0.500 0.500 - - -
Short Term Investments 40.245 42.858 33.179 39.966 15.497
Other Current Assets 86.112 43.12 52.103 68.591 38.46
Cash & Bank Balances 93.391 148.389 91.589 55.860 25.81
Total Current Assets 239.200 256.852 203.309 207.015 80.809
867.458 880.369 857.182 694.327 491.937
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Lease

Musharika

Diminishing Musharaka
Capital Gain on Investment
Sales - Pharma

Rental property

Other

Operating

Cost of goods sold - Pharma
Selling & distribution
Financial

Share of Profit from Associates
Unrealized gain on investments

Gain on settlement of liability

Profit / (Loss) before Management Fee
Less:- Management Fee & Other
Profit before Taxation

Cash Dividend
Stock Dividend
Statuatory Reserve

Break-up value per Certificates (Rs.)
Market Price on 30th June (Rs.)
Dividend per Certificate (Rs.)
Earning Per Certificate (Rs.)

Current Ratio (X)

Net Profit margin (%)

Return on Equity (%)

Return on Investment (%)

Dividend Payout (%)
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2015 2016 2017 2018 2019
—— Restated —
26.55 20.15 23.23 18.766 8.12
3.93 4.00 3.50 - -
- - 2.77 7.534 9.08
61.77 82.89 34.49 47.843 4.42
22.64 61.91 145.42 - -
- - - - 10.00
10.48 6.17 15.75 1.469 2.85
125.37 175.13 225.16 75.612 34.46
48.622 48.15 53.30 22.57 44.00
45.15 71.05 100.46 - -
31.76 22.72 77.21 - -
0.10 0.13 0.11 2.65 2.47
125.632 142.08 231.09 25.22 46.47
12.60 - - - -
1.84 6.44 (5.36) (2.622) (3.35)
- - 51.58 - -
169.77 39.49  40.29 47.77 (15.356)
20.03 5.16 7.76 - -
149.74 34.33 32.53 47.77 (15.356)
- - - (0.76) (0.38)
- - - (54.24) (38.89)
149.74 34.33 32.53 (7.232) (54.63)
65.96 26.38 29.03 - -
- - - 10% 10%
29.94 6.87 6.51 - (26.39)
23.90 24.36 20.98 19.53 14.47
24.78 19.50 37.70 18.65 6.24
4.50 1.00 1.10 - -
5.67 1.30 1.23 (0.25) (1.71)
2.64 2.50 1.74 2.11 1.88
65.39 19.60 14.45 (3.10) (158.51)
23.74 5.40 4.51 (1 (11.83)
84.66 33.43 8.72 18.66 0.61
79.36 76.85 89.22 - -
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This statement is being presented to comply with Listed Companies (Code of Corporate Governance)
Regulations, 2017. Regardless of the fact that UDL Modaraba Management Limited, the Management
Company of First UDL Modaraba (‘the Modaraba’), is an unlisted public limited company, the Board of
Directors of the Management Company are pleased to confirm that the Code is being complied with in all
material respects (pertaining to the operations of the Modaraba). UDL Modaraba Management Limited (‘the
Management Company’) has complied with the requirements of the Regulations in the following manner:

1. The total number of directors are 4 as per the following:

a. Male: 3
b. Female: 1

2. The Composition of board is as follows:

Independent Non Executive Mr. Majid Hasan
Director
Non Executive Directors Mr. Abdul Rahim Suriya

Ms. Farah Qureshi

Executive Director Mr. Shuja Malik

3. The directors have confirmed that none of them is serving as a director on more than five listed companies,
including the Management Company.

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

5. The Board has developed a vision/mission statement, overall corporate strategy and significant policies of
the Management Company. A complete record of particulars of significant policies along with the dates on
which they were approved or amended has been maintained.

6. All the powers of the Board have been duly exercised and decisions on relevant matters have been taken
by Board of Directors of the Management Company / certificate holders of the Modaraba, (wherever appli
cable), as empowered by the relevant provisions of the Act and these Regulations.

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

8. The board of Directors has a formal policy and transparent procedures for remuneration of directors in
accordance with the Act and these Regulations.

9. All directors are compliant with necessary requirements of Directors Training Certification.
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10.

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

11. Chief Financial Officer and Chief Executive Officer duly endorsed the financial statements before approval
of the board.

12. The board has formed committees comprising of members given below:

Abdul Rahim Suriya Chairman
Majid Hassan Member
Farah Qureshi Member
Majid Hassan Chairman
Abdul Rahim Suriya Member
Farah Qureshi Member

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

14. The quarterly meetings of the committee were as per following:

a) Audit Committee 4 Meetings
b) HR and Remuneration Committee 4 Meetings

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

16. The statutory auditors of the Modaraba Company have confirmed that they have been given a satisfactory
rating under the quality control review program of the ICAP and registered with Audit Oversight Board of
Pakistan, that they or any of the partners of the firm, their spouses and minor children do not hold shares
of the Modaraba Company and that the firm and all its partners are in compliance with International
Federation of Accountants (IFAC) guidelines on code of ethics as adopted by the ICAP.

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

18. We confirm that all other requirements of the Regulations have been complied with.

-Sd-

Shuja Malik

Chief Executive Officer
Karachi: 29th September, 2020
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Muniff Ziauddin & Co.

Chartered Accountants Independent Member

B KR

INTERMATIONAL

Business Executive Centre
F/17/3, Block 8, Clifton
Karachi - 75600 - Pakistan
Ph: +92(21)35375127-29
E-mail: info@mzco.com.pk
Web: mzco.com.pk

Review Report on the Statement of Compliance contained in Listed Companies (Code of Corporate
Governance) Regulations, 2019

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

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

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

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

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

7>

-Sd-

Muniff Ziauddin & Co.
Chartered Accountants
Karachi

Date: 29th Sep, 2020

Other Offices
Islamabad & Lahore
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Muniff Ziauddin & Co. Independent Member
Chartered Accountants B K R

INTERMATIONAL

Business Executive Centre
F/17/3, Block 8, Clifton
Karachi - 75600 - Pakistan
Ph: +92(21)35375127-29
E-mail: info@mzco.com.pk
Web: mzco.com.pk

INDEPENDENT AUDITORS' REPORT TO THE CERTIFICATE HOLDERS

We have audited the annexed balance sheet of First UDL Modaraba (the Modaraba) as
at June 30, 2020 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 year then
ended and we state that we have obtained all the information and explanations which, to
the best of our knowledge and belief, were necessary for the purpose of our audit.

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

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

a) In our opinion, proper books of account have been kept by the Modaraba Company in
respect of First UDL Modaraba as required by the Modaraba Companies and Modaraba
(Floatation and Control) Ordinance, 1980 (XXXI OF 1980), and 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;

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

iii) the business conducted, investment made, and the expenditure incurred during the
year were in accordance with the objepts, terms and conditions of the Modaraba;

¢) In our opinion and to the best of our information and according to explanations given 10/7

Other Offices
Islamabad & Lahore
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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 confirm with the approved accounting standards as applicable in Pakistan and
give the information required by the Modaraba companies and the Modaraba (Floatation
and Control) Ordinance ,1980 (XXX| of 1980) and the Modaraba Companies and the
Modaraba Rules,1981 in the manner so required and respectively give a true and fair
view of the state of the Modaraba's affairs as at June 30, 2020 and of the loss, its cash
flows and changes in equity for the year then ended; and

d) In our opinion, no Zakat was deductible at source under Zakat and Ushr Ordinance,

1980.
-Sd-
MUNIFF ZIAUDDIN & CO
KARACHI CHARTERED ACCOUNTANTS
Date: 29th Sep, 2020 (Sohail Saleem) /'7?
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Annual Shari‘ah Review Report of
First UDL Modaraba (FUDLM)
For the year ended June 30, 2020

In the name of Allah, The Most Beneficent, The Most Merciful,
All praise is due to Allah, and Allah’s Peace and Blessings be upon His Final Messenger, his pure family,
his noble Companions, and all those who follow them with righteousness until the Day of Judgment.

| have conducted the Shari'ah review of First UDL Modaraba managed by UDL
Modaraba Management (Private) Limited, the Modaraba Management Company for the
year ended June 30, 2020 in accordance with the requirements of the Shari'ah
.Compliance and Shari'ah Audit Mechanism for Modarabas and report that except the
observations as reported hereunder, in' my opinion:

i. The Modaraba has introduced a mechanism which has strengthened the Shari'ah
compliance, in letter and spirit and the systems, procedures and policies adopted
by the Modaraba are in line with the Shari‘ah principles;

ii. Following were the maijor developments that took place during the year:

Training and Development:
The key staff of the FUDLM is fully equipped with Islamic finance tools and industry
requirements through training and workshops. Further, the staff attended the following
training programs; _
a) 21%t MAP Convention Challenging Times, Winning Strategies.
b) Anti-Money Laundering & Combating the Financing of Terrorism Regulations.
¢) Workshop on Risk Management.

iii. The agreements entered .into by the Modaraba are Shar'iah compliant and the
financing agreements have been executed on the formats as approved by the
Religious Board and all the related conditions have been met;

iv. To the best of my information and according to the explanations given to me, the
business transactions undertaken by the Modaraba and all other matters
incidental thereto are in conformity with the Shari'ah requirements as well as the
requirements of the Prospectus, Islamic Financial Accounting Standards as
applicable in Pakistan and the Shari’ah Compliance and Shari'ah Audit
Regulations for Modarabas.

V. The earnings that have been realized from the sources’or by means prohibited
by Shari'ah have been credited to charity accounts
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Charity:

An amount of Rs.707,940/- was collected on account of non-timely payments by
customers and the full amount is paid on account of charity with the approval of
concerned Shari'ah Advisor.

Observations:

| have inquired and checked the systems and business transactions of Modaraba and
found them in line with the guidelines issued by SECP vide Circular No. 8 of 2012 dated
03-02-2012, whereby Shari'ah Compliance and Shari'ah Audit Mechanism (SCSAM) was
introduced.

1. As regards to the investment in shares and securities, it has been confirmed that
First UDL Modaraba has only Shari'ah Compliant Shares in it's portfolio, except
the shares of the companies turned non Shari'ah Compliant as per last accounts
due to non compliance with screening criteria. The management has confirmed
that all non-Shariah compliant shares would be disposed-off in the subsequent
months.

2. It has been noticed that all the surplus funds in the Modaraba are always and
invariably placed with Islamic Banking Institutions.

3. As regards insurance coverage facility, it has been noticed that the Modaraba
has availed entire insurance coverage from renowned Takaful companies or from
Islamic Windows of conventional insurance companies.

Recommendations: .
1. Non Shari'ah compliant Shares should be disposed off as early as possible.

2. The management should continue its endeavor to comply with the rulings of
Shari'ah in its business operations and future transactions.

Conclusion:
Based on the above mentioned facts, | am of the view that the business operations of
First UDL Modaraba are Shar'iah Compliant, to the best of my knowledge.

May Allah make us successful in this world and hereafter and forgive our mistakes.
Signature
Mufti Abdul Qadir

Shari'ah Advisor
Dated: September 29, 2020.
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as at June 30, 2020 Restated
Note 2019 2018
Rupees

Fixed assets - tangible 6 122,738,772 247,181,293
Capital work in process - 300,000
Investment property 7 73,922,539 -
Intangibles assets 8 4,796,875 2,095,250
Long term investments 9 168,842,480 202,366,014
Diminishing Musharaka financing 10 39,460,091 32,843,265
Long term deposits 11 1,367,350 2,525,750

411,128,107 487,311,572
ljarah rental receivables 12 601,977 721,928
Stock in trade - 42,598,618
Trade debts 13 1,694,374 25,013,246
Diminishing Musharaka financing - current portion 10 23,381,616 19,718,751
Diminishing Musharaka financing - Receivable 902,296 356,749
Investments 14 15,497,829 39,966,822
Advances 15 8,949,112 17,137,822
Prepayments and other receivables 16 3,965,580 5,641,594
Cash and bank balances 17 25,816,921 55,860,220

80,809,704 207,015,750

491,937,812 694,327,323
Authorized certificate capital 50,000,000 (June 30,

2019: 50,000,000) certificates of Rs.10 each 500,000,000 500,000,000
Issued, subscribed and paid-up certificate capital 18 290,252,470 263,865,890
Statutory reserves 19 232,650,807 259,037,387
Accumulated loss (61,047,754) (7,626,576)

461,855,522 515,276,701
20 (24,432,463) 70,813,523
Long term security deposits 21 9,525,320 10,310,476

Diminishing Musharaka 22 1,667,704 -
11,093,024 10,310,476
Current portion of security deposits 21 5,494,124 14,390,692

Current portion of diminishing Musharaka 22 2,687,448 -
Trade creditors 92,434 3,036,717
Tijarah financing - 30,000,000
Accrued and other liabilities 23 8,876,566 23,395,395
Unclaimed profit distributions 24 26,271,156 27,103,819
43,421,729 97,926,623
491,937,812 694,327,323

25
The annexed notes form an integral part of these financial statements.
For UDL Modaraba Management (Private) Limited
(Management Company)
-Sd- -Sd- -Sd- -Sd-
Chief Financial Officer Chief Executive Director Director
S. Aamir Hussain Shuja Malik Farah Qureshi A. Rahim Suriya

ANNUAL REPORT 2020 | 23




“dl First UDL Modaraba

for the year ended June 30, 2020

Note

- ljarah operations 26
- Diminishing Musharaka
- Investments 27
- Rental property 28
- Other sources 29
Operating expenses 30
Financial charges 31
Unrealized gain/ (loss) on re-measurement of
investments at fair value through profit or loss
Provision for taxation 32
Loss after taxation from discontinued operation 33
Modaraba management company's remuneration
Services sales tax on management company's remuneration
34

(Loss) per certificate from continuing operations
(Loss) per certificate from discontinued operations

(Loss) per certificate net - basic and diluted

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

_Sd_
Chief Financial Officer
S. Aamir Hussain
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2019

«—— Rupees ——

8,117,867
9,076,594
4,418,132
10,000,000
2,851,830
34,464,423

44,000,752
2,473,157
46,473,909

(12,009,487)

(3,346,838)

(15,356,325)
(382,329)

(15,738,654)
(38,891,278)

(54,629,932)

Restated

For UDL Modaraba Management (Private) Limited

-Sd- -Sd-
Chief Executive Director
Shuja Malik Farah Qureshi

(Management Company)

-Sd-
Director
A. Rahim Suriya
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for the year ended June 30, 2020
2019

«—— Rupees ——

(564,629,932)

(95,245,987)
Unrealized gain/ (loss) on re-measurement of equity
investment classified as fair value through OCI - net

(149,875,919

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

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

For UDL Modaraba Management (Private) Limited
(Management Company)

-Sd- -Sd- -Sd- -Sd-
Chief Financial Officer Chief Executive Director Director
S. Aamir Hussain Shuja Malik Farah Qureshi A. Rahim Suriya
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for the year ended June 30, 2020

Depreciation on own assets
Amortization of Intangible asset
Depreciation on Investment property
Unrealized loss / (gain) on re-measurement of
investments at fair value through profit or loss

Depreciation on assets leased out under ljarah
Gain on sale of investments
Gain on sale of fixed assets

- own assets

- assets leased out under ljarah
Dividend income
Financial charges

lljarah rental receivables

Stock-in-trade

Trade debts

Diminishing Musharaka financing - current portion
Diminishing Musharaka financing

Advances

Prepayments & other receivables

Trade Creditors

Tijarah financing

Security deposits

Accrued and other liabilities
Unclaimed profit distributions

Financial charges paid
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Note

29
26
27
31

2019

«— Rupees —

(53,526,288)

12,453,243
75,000
3,422,523

3,346,838
22,727,742
(1,944,776)

(773,141)
(651,785)
(2,473,356)
2,473,157

(14,870,841)

119,951
42,598,618
23,318,872
(4,208,413)
(6,616,826)
7,085,067
1,676,015

63,973,284

(2,944,283
(30,000,000
(8,896,568

(832,663

)
)
)
(14,518,828)
)
(57,192,342)

(2,473,157)

(10,563,056)
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for the year ended June 30, 2020

Purchase of fixed assets

- own assets

- Investment property

- assets leased out under ljarah
Purchase of intangible assets
Capital work in process
Write-off pharma Product name
Investments in shares-net
Proceeds from sale of fixed assets

- own assets

- assets leased out under ljarah
Proceeds from sale of intangible assets
Dividends received

Diminishing Musharaka financing
long term deposits
Long-term security deposits

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Note

2019

«— Rupees —

(17,102,548
(800,000
(4,528,400
(4,565,625
300,000
1,789,000
(37,446,768)

—_———

10,920,599

27,553,374
(2,701,625)
2,473,356

(24,108,637)

4,255,152
1,158,400
(785,156)

4,628,396

(30,043,298)

55,860,220

17

25,816,921

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

For UDL Modaraba Management (Private) Limited

(Management Company)

_Sd_
Chief Financial Officer
S. Aamir Hussain

-Sd-

Chief Executive
Shuja Malik

-Sd-
Director
Farah Qureshi

-Sd-
Director
A. Rahim Suriya
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for the year ended June 30, 2020

Correction of error (note-5.3)

Correction of error (note-5.3)

Total comprehensive loss for the year ended June 30, 2019:
Loss for the year

Other comprehensive income

Transferred from other comprehensive income

Transfer to statutory reserve

Bonus shares issued for the year ended June 30, 2018 (10%)

Total comprehensive loss for the year ended June 30, 2020:
Loss for the year

Other comprehensive income

Transferred from other comprehensive income

Transfer to statutory reserve

Bonus shares issued for the year ended June 30, 2019 (10%)

Rupees
263,865,890 259,037,387 (5,514,600) 517,388,676
- - (2,111,976)  (2,111,976)
263,865,890 259,037,387 (7,626,576) 515,276,700
- - (540,000) (540,000)
- - (54,089,932) || (54,089,932)
(54,089,932) (54,089,932)
- - 1,208,754 1,208,754
26,386,580 (26,386,580) - -
290,252,470 232,650,807  (61,047,754) 461,855,522
- - (2,800,625) || (2,800,625)
(2,800,625)  (2,800,625)
- - 735,516 735,516
29,025,240  (29,025,240) - -
319,277,710 203,625,566  (63,112,864) 459,790,413

* In accordance with the Prudential Regulations for Modarabas, the Modaraba is required to transfer an amount not
less than 20% and not more than 50% of its after tax profits to statutory reserve until the reserve funds equals the
paid-up capital. Thereafter, a sum not less than 5% of after tax profits is required to be transferred to statutory reserve.

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

For UDL Modaraba Management (Private) Limited

(Management Company)

-Sd- -Sd-
Chief Financial Officer Chief Executive
S. Aamir Hussain Shuja Malik
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-Sd-

Director
Farah Qureshi

-Sd-

Director

A. Rahim Suriya




“dl First UDL Modarabha

for the year ended June 30, 2020

1.1 First UDL Modaraba (the Modaraba) was formed in 1991 under the Modaraba Companies and
Modaraba (Floatation and Control) Ordinance, 1980 and the Rules framed there under, having its
registered office at 1st Floor, Business Enclave, 77-C, 12th Commercial Street, Off: Kh-e-Ittehad,
DHA (Ext), Karachi and is managed by UDL Modaraba Management (Private) Limited, a company
incorporated in Pakistan. It is a perpetual, multipurpose and multidimensional Modaraba engaged
in providing finance under Murabaha and Musharaka arrangements, ljarah, commodity trading, and
trading in listed and non-interest bearing securities. The Modaraba is listed on Pakistan Stock
Exchange.

Geographical location and addresses of business units of the Modaraba are as under:
Location Address

Karachi 1st Floor, Business Enclave, 77-C, 12th Commercial Street Off: Kh-e-Ittehad,
DHA (Ext), Karachi

Particulars of company’s immovable fixed assets, including location and area of land are as follows:

Location Acre Address
Karachi one Plot No. E-45, North Western Industrial Zone, Bin Qasim, Karachi
Karachi one Plot No. E-44, North Western Industrial Zone, Bin Qasim, Karachi

1.2 The novel coronavirus (COVID-19) emerged and since then, the condition has continued to
deteriorate. On January 30, 2020, The International Health Regulations Emergency Committee of the
World Health Organization declared the outbreak “Public Health Emergency of International Concern”.
Many countries including Pakistan have enacted protection measures against COVID-19, with a
signifcant impact on economic activities in these countries. The evolution of COVID-19 as well as its
impact on the global and the local economy is hard to predict at this stage. As of the release date of
these financial statements, there has been no specifically material quantifiable impact of COVID-19
the Company'’s financial condition or results of operations.

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

International Financial Reporting Standards (IFRS Standards) issued by the International Accounting
Standard Board (IASB) as notified under the Companies Act 2017;

Provisions of and directions issued under the Companies Act 2017;

Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980, Modaraba
Companies and Modaraba Rules, 1981 and Prudential Regulation for Modarabas; and

Islamic Financial Accounting Standards (IFAS) issued by the Institute of Chartered Accountants of
Pakistan as notified under the Companies Act 2017.

Where the provisions of and directives issued under the Companies Act, 2017, the Modaraba
Companies and Modaraba (Floatation and Control) Ordinance, 1980, Modaraba Companies and
Modaraba Rules, 1981 and Prudential Regulations for Modarabas differ from IFRS Standards and
IFAS, the provision of and directives issued under the Companies Act, 2017 the Modaraba Companies
and Modarabas (Floatation and Control) Ordinance, 1980, Modaraba Companies and Modaraba
Rules, 1981 and Prudential Regulations for Modarabas have been followed.

The SECP has issued directive (vide SRO 431(1)/2007 dated May 22, 2007) that Islamic Financial
Accounting Standard 2 (IFAS - 2) shall be followed in the preparation of the financial statements by
Companies and Modarabas while accounting for lease financing transaction as defined by the said
standard. The Modaraba has adopted the said standard.
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for the year ended June 30, 2020

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 Instruments", wherever applicable.

Permissible Islamic financial products including Murabaha (as a liability) and Musharaka have been

used by the Modaraba, in line with similar industry practices. The accounting and presentation of the

same are in line 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

fSaciIity (as an asset) which has been accounted for in line with Islamic Financial Accounting
tandard - 1.

These financial statements have been prepared following accrual basis of accounting except for cash
flow information.

These financial statements are presented in Pakistan Rupee (Rs./Rupees) which is the Modaraba's
functional currency. Amounts presented in the Financial statements have been rounded off to the
nearest of Rs. /Rupees, unless otherwise stated.

The Company has adopted the accounting standard which became effective for the current year,
these standards did not have any material effect on these financial statements except for the following:

The following International Financial Reporting Standards (IFRS Standards) as notified under the
Companies Act, 2017, and the amendments and interpretations there to will be effective for
accounting periods beginning on or after July 1, 2019:

IFRS 16 ‘Leases’ - IFRS 16 replaces the previous lease standard: IAS 17 Leases. It will result in almost
all leases being recognized on the statement of financial position, as the distinction between operating
and finance leases is removed. Under the new standard, an asset (the right to use the leased item) and
a financial liability to pay rentals are recognized. The only exceptions are short term and low value
leases. The Modaraba has adopted IFRS 16 with effect from July 1, 2019. However, there is no impact
on these financial statements as a result of adoption of IFRS 16 as the leases are either of short term
or low value.

There are other certain new and amended standards, interpretations and amendments that are
mandatory for the Modaraba's accounting periods beginning on or after July 1,2019 but are
considered not to be relevant or do not have any significant effect on the Modaraba's operations and
are therefore not detailed in these financial statements

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 Modarabas accounting policies. Estimates and judgments are
continually evaluated and are based on historical experience, including expectations of future events
that are believed to be reasonable under circumstances, the result of which form the basis of making
the judgments about carrying values of assets and liabilities that are not readily apparent from other
sources. Actual results may differ from these estimates. The estimates and underlying assumptions
are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the period in
which the estimates are revised, if the revision affects only that period, or in the period of the revision
and future periods if the revision affects both current and future periods.

30 | ANNUAL REPORT 2020




“dl First UDL Modarabha

for the year ended June 30, 2020

The areas involving a higher degree of judgments or complexity or areas where assumptions and
estimates are significant to the financial estimates are as follows:

Note
- Useful lives,residual values and depreciable methods of depreciable assets 5.1
- Useful lives,residual values and depreciable methods of investment property 5.2
- Useful lives,residual values and amortization methods of intangible assets 54
- Provision for income taxes 5.9
- Retirement benefits- Staff provident fund 5.10
- Provision against ljarah and Musharaka receivables 5.7
- Impairment of assets 5.19

The significant accounting policies adopted in the preparation of these financial statements are set out
below. These policies have been consistently applied to all the years presented unless or otherwise
stated.

Fixed assets are stated at cost less accumulated depreciation and any impairment loss.

Depreciation is charged to income applying the reducing balance method. Depreciation is charged at
rates stated in note 6.

Depreciation on additions is charged from the month during which the asset is put to use. For disposals
during the year, depreciation is charged up to the month preceding the month of disposal.

The assets residual value and useful lives are reviewed at each financial year end, and adjusted if impact
on depreciation is significant.

The profit or loss on disposal or retirement of an asset represented by the difference between the sale
proceeds and the carrying amount of the asset is recognized as an income or expense. Maintenance
and normal repairs are charged to income as and when incurred. Major renewals and improvements are
capitalized.

ljarah (lease) assets are stated at cost less accumulated depreciation. Depreciation is charged to income
applying the straight line method whereby the cost of an asset less salvage value is written off over the
ljarah (lease) period, which is considered to be the estimated useful life of the asset. In respect of additions
of disposals during the year, depreciation is charged proportionately from the date of delivery of assets to
the date of its maturity / termination.

Investment properties comprise of buildings that are held for rental yields. Investment properties is initially
measured at cost and subsequently carried at cost less accumulated depreciation and any impairment
losses. Depreciation is calculated using a reducing balance method at the rated mentioned in note 7. The
residual values, useful lives and depreciation method of investment properties are reviewed on a regular
basis.The effect of any changes in estimates are accounted for on prospective basis.

During the year, the Modaraba conducted an operational efficiency review of its investment property,
which resulted an increase in its expected life. As a result, the expected useful life of the investment
property increased. The effect of these changes on actual and expected depreciation expense are as
follows.

ANNUAL REPORT 2020 | 31




“dl First UDL Modarabha

for the year ended June 30, 2020

2021 2022 2023 2024 Later

(Decrease) / Increase in (3,164,336) (2,671,166) (2,236,149) (1,853,029) (13,628,745)
Depreciation expense

During the year, the Modaraba discovered that depreciation expense on ljarah assets had been
erroneously understated in its financial statements since 2018. As a consequence, depreciation expense
and the related assets have been understated/overstated respectively. The errors have been corrected
by restating each of the affected financial statement line items for prior periods. The following tables
tsummarise the impacts on the financial statements.

liarah Assets 71,138,089 (2,111,976) 69,026,113 26,577,154 (2,651,976) 23,925,178
Unappropriated profit (5,514,600) (2,111,976) (7,626,576) (58,395,778) (2,651,976)  (61,047,754)
Income from ljarah operations 18,766,112 (2,111,976) 16,654,136 8,657,867 (540,000) 8,117,867

Intangible assets acquired separately are initially recognized at cost. After initial recognition, these are
measured at cost less accumulated amortization and accumulated impairment losses. Costs associated
with routine maintenance of intangible assets are recognized as an expense when incurred. However,
costs that are directly attributable to identifiable intangible assets and which enhance or extend the
performance of intangible assets beyond the original specification and useful life is recognized as capital
improvement and added to the original cost of the software. Amortization is charged so as to allocate the
cost of assets over their estimated useful lives, using the straight-line method at the rates specified in
note 8 to the financial statements. The useful lives, residual values and amortization method are reviewed
on a regular basis. The effect of any changes in estimate accounted for on a prospective basis.

Capital work in progress is stated at cost accumulated up to the balance sheet date less impairment loss
(if any) and represents expenditure incurred on property plant and equipment in the course of
construction. These expenditures are transferred to relevant category of fixed assets as and when the
assets start operation.

Financial assets and liabilities, with the exception of bank balances, loans and advances to employees /
counter parties and due to counterparties, are initially recognized 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 convention in the market place.

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

transferred to the banks / employees / counterparties. The Modaraba recognizes due to counterparties
when funds reach the Modaraba.
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for the year ended June 30, 2020

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 value through profit or loss.

Financial assets are classified, at initial recognition, as subsequently measured at amortized cost, fair
value 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’s contractual cash
flow characteristics and the Modarabas business model for managing them.

A debt instrument is measured at amortized cost if it is held within a business model whose objective is
to hold financial 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 receivables.

A financial asset is measured at fair value through profit or loss if:

(@) lts 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) It is not held within a business model whose objective 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 recognizing the gains and losses on them on different bases.

The Modaraba measures debt instruments at fair value through OCI if both of the following conditions are
met:

(@ 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 principal amount outstanding.

For debt instruments at fair value through OCI, profit income, foreign exchange revalution and
impairment losses or reversals are recongnized in the profit or loss account and coomputed in the same
manner as for financial assets measured at amortizaed cost. The remaining fair value changes are
recongnized in OCIl. Upon derecongnized, the cumulative fair value change recongnized in OCI is
recycled to profit and loss account.

Upon initial recognition, the Modaraba can elect to classify irrevocably its equity investments as equity
instruments designated at fair value through OCI 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 recognized as other income in the statement of profit and loss account when the right of
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payment has been established, except when the Modaraba benefits from such proceeds as a
recovery of part of the cost of the financial asset, in which case, such gains are recorded in OCI.
Equity instruments designated at fair value through OCI are not subject to impairment

Financial liabilities are recognized at the time when the company becomes a party to the contractual
provisions of the instrument. Financial liabilities at amortized cost are initially measured at fair value
less transaction costs. Financial liabilities at fair value through profit or loss are initially recognized at
fair value and transaction costs are expensed on profit or loss. Financial liabilities, other than those at
fair \r/]al(ljje through profit or loss, are subsequently measured at amortized cost using the effective yield
method.

A financial asset (or, where applicable, a part of a financial asset or a part of a group of similar financial
assets) is derecognized 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:

(@) transferred substantially all of the risks and rewards of the asset; or

(b)  neither transferred nor retained substantially all the risks and rewards of the asset, but 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 recognized to the extent of
the Modaraba’s continuing involvement in the asset. In that case, the Modaraba also recognizes 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 derecognizes a
financial liability when the obligation under the liability is discharged, cancelled or expired.

A financial asset and a financial liability is offset and the net amount is reported in the balance sheet if
the Modaraba has a legally enforceable right to set-off the recognized amounts and intends either to
settle on a net basis or to realize the asset and settle the liability simultaneously.

Diminishing Musharaka and ljarah finance installment are stated at net of provision and suspense
income. Provision is made in accordance with the prudential regulations for Modarabas issued by
SECP and is charged to profit and loss account.

According to the core principle of IFRS 15, the Company recognizes revenue to depict the transfer of
promised goods and services to customers in an amount that reflects the consideration to which the
Company expects to be entitled in exchange for those good and services. The Company recognizes
revenue in accordance with that core principle by applying the following steps:

Identify the contract with a customer

Identify the performance obligations in the contract

Determine the transaction price

Allocate the transaction price to the performance obligations in the contract
Recognize revenue when the entity satisfies a performance obligation

Return on investment and deposits with banks are recognized on an accrual basis.
liarah / lease rental income is recognized on an accrual basis.
Income on diminishing Musharaka financing is recognized on accrual basis.
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— Rental income from investment property is recognized on a straight line basis over the term of the
lease.

— Dividend income is recognized when the right to receive the payment is established.

- Capital gains or losses arising on sale of investments are taken to income in the period in which they
arise.

Provision for current taxation is made on taxable income at the prevailing rates of tax after taking into
account tax credits available, if any. The income of non-trading Modarabas is exempt from tax
provided that not less than 90% of their profits are distributed to the certificate-holders.

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

However, deferred tax liability has not been provided in these financial statements as the management
believes that the future income of Modaraba will not be taxable in the foreseeable future due to the fact
that the Modaraba intends to continue availing the tax exemption through profit distribution to the
extent of 90 percent of distributable profit.

Defined contribution plan

A defined contribution plan is a post-employment benefit plan under which an entity pays fixed
contribution into a separate entity and will have no legal or constructive obligation to pay further
amounts.

The Modaraba operates a defined contribution plan in the form of recognized provident fund scheme
for all eligible employees. Contributions to fund are made monthly by the Modaraba and employee at
the of 10% of the basic salary. The Company's contributions are recognised as employee benefit
expense when they are due. If contribution payments exceed the contribution due for service, the
excess is recognised as an asset.

The Company presents earnings per certificate data for its ordinary certificates. EPC is calculated by
dividing the profit or loss attributable to ordinary certificate holders of the Modaraba by the weighted
average number of ordinary certificates outstanding during the period.

Borrowing costs are recognized as an expense in the period in which these are incurred except to
the extent of borrowing costs that are directly attributable to the acquisition, construction or
production of a qualifying asset. Such borrowing costs, if any, are capitalized as part of the cost of
that asset.
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Provisions are recognized when the Modaraba has a present legal or constructive obligation as a
result of past event and it is probable that an outflow of resources embodying economic benefits will
be required to settle the obligation and a reliable estimate can be made of the amount of the
obligation. Provisions are not recognized for future operating losses.

Provisions are measured at the present value of management’s best estimate of the expenditure
required to settle the present obligation at the end of the reporting period

As the actual outflows can differ from estimates made for provisions due to changes in laws,
regulations, public expectations, technology, prices and conditions, and can take place many years in
the future, the carrying amounts of provisions are reviewed at each reporting date and adjusted to take
account of such changes. Any adjustments to the amount of previously recognized provision is
r?ccognized in the profit and loss account unless the provision was originally recognized as part of cost
of an asset.

Cash and cash equivalents are carried in the balance sheet at cost. For the purpose of cash flow
statement, cash and cash equivalents comprise cash at bank and other short term highly liquid
investments that are readily convertible to known amounts of cash and which are subject to an
insignificant risk of change in value.

Liabilities for accrued and other payables are measured at cost which is the fair value of the
consideration to be paid in future for goods and services.

All monetary assets and liabilities in foreign currencies are translated into Pak Rupees at exchange
rates prevailing at the balance sheet date. Transactions in foreign currencies are translated into Pak
Rupees at exchange rate prevailing at the date of transaction. All non-monetary items are translated
into rupees at exchange rate prevailing on the date of transaction or on the date when fair values are
determined. Exchange differences are recognized in profit and loss account currently.

All transactions with related parties are carried out by the Modaraba at arm's length.

UDL Modaraba Management (Private) Limited Associate Management Company of the Modaraba
UDL Pharmaceuticals Pakistan (Pvt.) Ltd. Associate Common Management and Control
First UDL Modaraba Staff Provident Fund Associate Common Management

Profit distribution and other appropriations of profit are recognized in the year in which these are
approved. Transfer to statutory reserve and any of the mandatory appropriations as may be required
by law are recognized in the period to which these relate.
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The Modaraba recognizes loss allowances for Expected Credit Losses (ECLs) in respect of financial
assets measured at amortized cost, except in the case of calculation of impairment provision on
financial assets where the requirements of the Prudential Regulations for Modaraba prevail.

The Modaraba measures loss allowances at an amount equal to life time ECLs, except for other
securities and bank balances which are measure at 12 months expected credit losses. Since this
assets are short term in nature, therefore, no credit loss is expected on these balances.

The Modaraba assesses at each balance sheet date whether there is any indication of impairment
exists. If such indication exists, the carrying amounts of such assets are reviewed to assess whether
they are recorded in excess of their recoverable amount. Where carrying values exceed the respective
recoverable amount, assets are written down to their recoverable amounts and the resulting
impairment loss is recognized in profit and loss account. The recoverable amount is the higher of an
asset's fair value less costs to sell and value in use. Where an impairment loss is recognized, the
depreciation charge is adjusted in future periods to allocate the asset's revised carrying amount over
its estimated useful life.

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 require delivery within two working days after the transaction date as per stock
exchange regulations.

A segment is a distinguishable component of the Modaraba that is engaged in business activities from
which the Modaraba earns revenues and incur expenses and its results are regularly reviewed by the
Modaraba's Chief Operating Decision Maker to make decision about resources to be allocated to the
segment and assess its performance. Further, discrete financial information is available for each
segment.

Based on internal management reporting structure, services provided and products produced and
sold, the Modaraba is organized into 'Musharaka', 'ljarah’, 'Investment’, '‘Manufacturing' and 'Rental
property' segments .

Management monitors the operating results of above mentioned segments separately for the
purpose of making decisions about resources to be allocated and for assessing performance.

A contingent liability is disclosed when the Modaraba has a possible obligation as a result of past
events, whose existence will be confirmed only by the occurrence or non occurrence of one or more
uncertain future events not wholly with the control of the Modaraba or the Modaraba has a present
legal or constructive obligation that arises from past events, but it is not probable that an outflow of
resources embodying economic benefits will be required to settle the obligation, or the amount of the
obligation can not be measured with sufficient reliability.
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Listed companies

The Searle Company Limited
AGP Limited

Ferozsons Laboratories Limited
Highnoon Laboratories Limited
IBL HealthCare Limited

Ghandhara Industries Limited

Gillette Pakistan Limited
Al Shaheer Corporation
Fauji Foods Limited
At-Tahur Itd (PREMA)
Treet Corporation Limited

Crescent Steel and Allied Products
Dost Steels Limited

Lucky Cement

DG Khan Cement Limited
Maple leaf Cement Limited
Power Cement Limited

Hascol Petroleum Limited
Sui Northern Gas Pipelines Limited
Sui Southern Gas Pipelines Limited

First Equity Modaraba
Unicap Modaraba

Dolmen City Reit

Note

9.1.2

Note 2019
Rupees
9.1
2019 2019

Number of
Shares /

Certificates ~ Rupees Rupees
241,277 35,361,557
138,000 9,457,140

200 22,364

447 113,167
113,419 3,799,537
100 5,243
200,385 37,353,768
46,119 581,099
260,000 3,429,400
14,500 285,795
12,592 192,154
4,000 151,120
365,000 1,255,600
1,462 556,247
17,000 961,180
124,000 2,962,360
479,826 3,085,281
1,427 97,921
4,713 327,506
6,000 124,080
75,000 162,000
36,000 18,000
105,500 1,072,935
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2019 2019
Number of
Shares /

Certificates ~ Rupees Rupees
Chemicals
United Distributors (Pakistan) limited 1,621,621 48,551,333
Ghani Global Holdings Limited 268 2,048
Lotte Chemical Pakistan Limited 10,000 152,500
Nimir Resins Limited 76,355 404,682
Sitara Peroxide Limited 34,500 661,710
Textile Composite
International Knitwear Limited 832,153 10,576,665
United Brands Limited 219,570 3,139,851
Chakwal Spinning Mills Limited 130,000 214,500
Power Generation & distribution
K-Electric Limited 374,500 1,644,055
Miscellaneous
Macter International Limited 2,900 179,771
Technology & Communication
Netsol Technologies Limited 5,000 329,450
Investment Banks/Securities
Pakistan Stock Exchange Limited 99,117 1,288,521
Cable & Electrical Goods
TPL Trakker Limited 38,000 185,440
Fixed Line Telecommunication
Worldcall Telecom Limited 195,000 136,500

5,545,934 168,842,480

9.1.1 The values of all shares are of the nominal value of Rs. 10 each.

9.1.2 It includes 12,000 bonus shares of The Searle Company Limited valued at Rs. 2,390,760 which
have been withheld by the company in lieu of withholding income tax on bonus shares.

Note 2019
Rupees
Diminishing Musharaka financing 10.1 62,841,707
Less: Provision in respect of diminishing musharaka -
62,841,707
Less: Current portion shown (23,381,616)
39,460,091
Add: Advance against diminishing Musharaka financing -
10.2 39,460,091

10.1 This represents Musharaka finance for a term of 1 to 3 years.
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Note
10.2 Aging of diminishing Musharaka financing
Considered good 1to 179 days
Portfolio classified as non-performing as
per the requirement of the Prudential
Regulations for Modarabas:
Other asset especially mentioned (OAEM) 180 days to 1 year
Substandard 1 year or more
Doubtful 2 years or more
Loss 3 years or more
10.2.1
10.2.1This also includes provision on subjective basis.
11
12
ljarah rental receivables 12.1

Less: Provision against lease receivables

Not later than one year
Later than one year but not later than five years

2019
Rupees

39,460,091

39,460,091

1,367,350

3,543,210
(2,941,233)

601,977

1,494,183
22,431,919

23,926,102

All the amounts are short term. The carrying amount is considered a reasonable approximation of fair

value.

All the ljarah rental receivables have been reviewed for indicators of impairment. Certain rentals were
found to be impaired and consequently provision has been recorded in accordance with the

requirements of Prudential Regulations for Modarabas.

Considered good 1to 179 days
Portfolio classified as non-performing as

per the requirement of the Prudential

Regulations for Modarabas:

Other asset especially mentioned (OAEM) 180 days to 1 year

Substandard 1 year or more
Doubtful 2 years or more
Loss 3 years or more

12.1.1

601,977

907,572

2,033,661

2,941,233

3,543,210
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12.1.1 This also includes provision on subjective basis.

Note 2019
Rupees

Considered good 1,694,374

Considered doubtful 5,189,146
Provision for doubtful debt (5,189,146)

1,694,374

14.1 9,000,000
14.2 6,497,829

15,497,829

14.1 This amount represents invesments in term deposits carrying mark-up ranging from 9.5% to
12.75% (2019: 9.5% to 12.75%) having maturity in November 2020.

2019
2019
Number of Number of Rupees
Shares/  Shares/
Certificates Certificates
Oil And Gas Development Company Limited 2,500 328,725
Huffaz Seamless Pipe Industries Limited 23,500 316,780
Abbott Laboratories (Pakistan) Limited 1,100 522,104
Engro Corporation Limited 927 246,211
Fauji Cement Limited 13,000 204,490
Unity Foods Limited 473,609 4,878,173
Siddigsons Tin Plate Limited 139 1,347
6,497,829
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14.2.1 The values of all shares / certificates are of the nominal value of Rs. 10 each.

156.1

16.1

17.1

2019
Rupees
- To staff - considered good 4,362,901
- Advance against purchase 2,472,680
- Advance income tax 2,011,845
- Others 101,685
8,949,112

All the amounts are short term. The net carrying amount of advances is considered a reasonable
approximation of fair value.

2019
Rupees

Prepayments 1,234,186
Security deposits -
Profit receivable on Musharaka 15,486
Receivable from brokers 258,821
Profit receivable on term deposits account -
Others 2,457,087

3,965,580

All the amounts are short term. The net carrying amount of other receivables and profit due is
considered a reasonable approximation of fair value.

Note 2019
Rupees
Cash in hand 105,695
Cash at bank
- in current accounts 16,116,750
- Profit bearing accounts 171 9,594,476
25,816,921

The profit on the above Modaraba deposit accounts ranges between 5.5 % to 10.5 % (2019: 5.5% to
10.5%) per annum.
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2019 2019
Number of Rupees
certificates

Authorized certificate capital
50,000,000 Modaraba certificates of 500,000,000

Rupees 10 each

Issued, subscribed and
paid-up capital

Modaraba certificates of Rupees
17,668,885 10 each fully paid-up in cash 176,688,850

Modaraba certificates issued as
11,356,362  fully paid-up bonus certificates 113,563,620

29,025,247 290,252,470

18.1 As at 30 June, 2020 UDL Modaraba Management (Private) Limited (Management Company) held
5,976,165 (2019: 5,432,878) certificates of Rs. 10 each.

Balance at the beginning of the year 259,037,387
Bonus shares issued - 10% (26,386,580)
232,650,807

In accordance with the Prudential Regulations for Modarabas, the Modaraba is required to transfer
an amount not less than 20% and not more than 50% of its after tax profits to statutory reserve until
the reserve funds equals the paid-up capital. Thereafter, a sum not less than 5% of the after tax
profits is required to be transferred to the reserve

2019
Rupees
168,842,480
Market value of investments (193,274,943)
Less: Cost of investments (24,432,463)
70,813,523
Surplus on revaluation at beginning of the year

Surplus transferred to profit and loss account during -
the year on disposal (1,208,754)
Surplus transferred to retained earning on disposal (94,037,233)
Surplus on revaluation during the year (95,245,987)

(24,432,463)
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20.1 Surplus on revaluation of investments is presented under a separate head below equity as 'surplus on
revaluation of investments' in accordance with the requirements of Circular No.
SC/M/PRDD/PRs/2017-259 dated December 11, 2017.

Note 2019
Rupees
Deposit against rental property 21.1 6,000,000
Deposit against ljarah 21.2 9,019,444
Less: current portion (5,494,124)
3,525,320
9,525,320

21.1 Desposits kept in separate bank account maintained for that purpose as required under section
217(2) of the Companies Act,2017.

21.2 These represent deposits from ljarah and it utilized for the purpose of ljarah arrangements.

Note 2019
Rupees

Diminishing musharaka 22.1 4,255,152

Less: Current portion (2,687,448)
1,567,704

. 6 Months Charge on the
Vehicles 6,942,600 Kibor + 9.50% 20% 1,567,704 25 January, D:;ﬁ;igs;%tﬂzggry

3.5% 2021 hote.

22.2 Subsquently,the Modaraba has pre-matured the Diminishing Musharaka and settled off the liabilities
and transferred the Diminishing assets to owned assets.

01, July 2018  Cash flows New leases 30, June 2019

Diminishing Musharaka - (4,255,152) 8,510,304 4,255,152

- (4,255,152) 8,510,304 4,255,152

ANNUAL REPORT 2020 | 49




“dl First UDL Modaraba

for the year ended June 30, 2020

23.1

23.2

23.3

23.4

25.1

Note 2019
Rupees

Accrued expenses 3,368
Advance rent 2,000,000
Charity payable 23.1 436,738
Other liabilities
- Worker's Welfare Fund - provision 23.2 663,872
- Others -
- Sales tax on management fee payable 23.3 5,772,589
- Provident fund payable 23.4 -

8,876,566
Balance as at beginning of the year -
Addition during the year 555,738
Less: Payments as approved by Shariah Advisor (119,000)
Balance as at end of the year

436,738

The Finance Act 2008 introduced an amendment to the Workers' Welfare Fund Ordinance, 1971
(WWF Ordinance). Through these amendments Workers' Welfare Fund (WWF) is payable @ 2% of the
profit before taxation as per the financial statements or taxable income which ever is higher.

During the year 2011, the Honorable Lahore High Court (LHC) in a constitutional petition relating to the
amendments brought in the WWF Ordinance, 1971 through the Finance Act 2006, and the Finance Act
2008, has declared the said amendments as unlawful and unconstitutional and struck them down. In
March 2013, a larger bench of the Sindh High Court (SHC) in various constitutional petitions declared
that amendments brought in the WWF Ordinance, 1971 through the Finance Act, 2006, and the
Finance Act 2008, do not suffer from any constitutional or legal infirmity.

In current year due to the loss, the WWEF is not calculated.

Pursuant to Order of Sindh Revenue Board (SRB), the Modaraba has recorded a provision in respect
of Sindh sales tax on Management Company’s remuneration at the rate of 13% per annum.

All investments out of the funds of provident fund have been made in accordance with the
provisions of section 218 of the Companies Act, 2017 and the rules for this purpose.

2019
o ) ) Rupees
The reconciliation of carrying amount is as follows:
Opening balance 27,103,819
Dividend declared -
Less: Dividends paid (832,663)
Closing balance 26,271,156

During the previous year, the Modaraba had received from the Searle Company 240,000 bonus shares
out of which 12,000 shares were withheld by the company to meet the withholding tax liability on the
bonus shares under section 236 (M) of the Income Tax Ordinance, 2001. The Modaraba filed a suit
against the company for the release of the shares, as the management of the company is of the view
that the income of Modaraba has exemption and withholding tax under the section 236 (M) is not
applicable. The Honorable High Court of Sindh vide its order dated September 8, 2015, has dismissed
the suit filed by the Modaraba. During the year, the management of the company has filed an appeal
before a larger bench of Honorable High Court of Sindh. The management and its legal advisor are
confident that the appeal will result in relief of the Modaraba.
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25.2 There is a suit filed against the Modaraba by Mrs. Mona Junaid impleading it as defandant No.1 before
the Banking Court No.1 at Karachi for declaration, cancellation and permanent and mandatory injution
with regard to the property stated to have been mortgaged with the company. Application for leave to
defend has been filed on behalf of the Modaraba and the matter is at the stage of hearing of the
application for leave to defend.The modaraba has a reasonble defence in the above matter and there
is no likelihood of unfavourable outcome or any potential loss on account of this litigation..

Note 2019
Rupees
Diminishing Musharaka future rentals
Lease rentals - within one year - 3,261,552
Lease rentals - 1-5 years - 1,471,746
- 4,733,298
ljarah rentals 30,033,641
Documentation fee 160,183
Gain on disposal of ljarah assets 651,785
30,845,609
Less: Depreciation on assets leased out under ljarah 6 (22,727,742)
8,117,867
Dividend income 271 2,473,356
Gain on sale of securities 1,944,776
4,418,132
Abbot Laboratories Limited -
At-Tahur Limited -
AGP Limited -
Crescent Steel & Allied Product Limited 40,734
Dolmen City Reit 74,415
Engro Corporation Limited -
Fauji Cement Company Limited 59,670
Ferozsons Laboratories Limited 4,363
Gillete Pakistan Limited 246,369
Hascol Petroleum Limited 3,634
HighNoon Laboratories Limited 4,497
IBL Health care Limited 113,463
International Knitwear Limited 415,078
Lucky Cement Limited 11,539
Macter International Limited -
Mapple Leaf Cement Limited -
Netsol Technologies Limited 12,464
Oil & Gas Company Limited -
Searle Company Limited 1,134,603
Sui Northern Gas Company Limited -
United Distributors Pakistan Limited 352,526
Unity Foods Limited -
2,473,356

ANNUAL REPORT 2020 | 51




ud

First UDL Modaraba

for the year ended June 30, 2020

Note 2019
Rupees

Rental income 10,000,000
Gain on disposal of fixed assets 3,740,173
Write off of Pharma License - Products Name (1,789,000)
Profit on deposits with banks 773,141
Others 127,517
2,851,830

Salaries and other staff benefits 30.1,30.2 15,372,667
Travelling and conveyance 1,978,328
Vehicles running and maintenance 639,996
Utilities and communication 1,239,199
Printing and stationery 1,114,218
Rent, rates and taxes 1,221,312
Repair and maintenance 406,025
Legal and professional charges 1,302,635
Share transaction charges 30,500
Insurance 1,398,429
Entertainment 830,754
Consultancy fee 1,100,004
Fee and subscription 679,467
Auditors' remuneration 30.3 399,750
Advertisement 199,414
Depreciation - Owned assets 6.3 12,453,242
Depreciation - Investment property 7 3,422,523
Amortization - computer software 8 75,000
Other expenses 137,289
44,000,752

The aggregate amount of remuneration charged in these financial statements, including all benefits
to officers and employees of the Modaraba are as under:

2019
Officers Employees Total
Rupees Rupees Rupees
Salaries & allowances 9,293,026 5,862,017 15,155,043 9,052,779 5,350,440 14,403,219
Provident fund 440,237 293,492 733,729 356,400 160,596 516,996
Medical expenses 330,869 613,668 944,537 255,961 196,491 452,452

10,064,132 6,769,177 16,833,309 9,665,140 5,707,527 15,372,667

Number of persons 6 15 21 6 15 21

Certain executives and officers are also provided with free use of vehicles maintained by the Modaraba

and

petrol/CNG allowance.

30.2 This includes contributions to provident fund of Rs.733,729 (2019: 516,996)
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2019
Rupees
Audit fee 285,000
Half yearly review 50,000
Out of pocket expenses 64,750
399,750

The Directors of the Modaraba Management Company do not have any interest in donations made
during the year.

2019
Rupees
Bank charges 1,566,255
Profit on diminishing musharaka 906,902
2,473,157
382,329

The income of non-trading Modaraba is exempt from tax, provided not less than 90% of their profits
are distributed to the certificate holders.The Modaraba has incurred loss during the year and the
provisions of section 113 (minimum tax) under clause 11 of Part IV of the Second Schedule of the
Income Tax Ordinance, 2001 is not applicable on the Modaraba.

The management decided to discontinue pharmaceutical operations due to continuous Pak rupee
devaluation and increasing in price of raw material with effect from July 10, 2018.The Modaraba
then informed to the SECP, Pakistan stock exchange and certificate holders accordingly.

2019
Rupees
Revenue from pharma business 57,705,198
Cost of goods sold (58,896,778)
Distribution & claims (30,405,072)
Damaged stock (2,895,136)
Operating expenses - pharma (3,678,176)
(38,169,963)
Provision for taxation (721,315)
(38,891,278)
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2019
Rupees
Loss after taxation from continuing operations (15,738,654)
Loss after taxation from discontinued operation (38,891,278)
Number of
certificates
Restated
Weighted average number of ordinary certificates outstanding 31,927,771
during the year
Restated
Loss per certificate from continuing operations - basic (0.49)
Loss per certificate from discontinued operations - basic (1.22)
Loss per certificate net - basic (1.71)

There is no dilution effect on the basic loss per certificate of the Modaraba as the Modaraba has no
such commitments.

The related parties comprise Modaraba management company, associate companies, directors,
companies where directors also hold directorship, key management personnel and staff retirement
funds of the Modaraba. Details of transactions with related parties during the year, other than
those which have been disclosed elsewhere in these financial statements, are as follows:

2019
Rupees
Sale of motor vehicle Sponsor -
Contribution by the Modaraba Other related party 696,184
Sale of goods Associate 830,545
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2019
Rupees
Long term advances and deposits 1,367,350
ljarah rental receivables 601,977
Trade debts 1,694,374
Diminishing Musharaka financing 62,841,707
Diminishing Musharaka financing - Receivable 902,296
Investment in term deposits 6,497,829
Advances 4,464,586
Other receivables 2,731,394
Cash and bank balances 25,816,921
Short term investments - investments
at fair value through profit or loss 6,497,829
Long term investments 168,842,480
282,258,743
Financial liabilities
At Amortized Cost
Security deposits 15,019,444
Diminishing Musharaka 4,255,152
Trade creditors 92,434
Accrued and other liabilities 6,873,198
Unclaimed profit distributions 26,271,156
52,511,385

The Modaraba's objective in managing risks is the creation and protection of Certificate holder's
value. Risk is inherent in the Modaraba activities, but it is managed through a process of ongoing
identification, measurement and monitoring, subject to risk limits and other controls. 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 ljarah (lease) assets, Musharaka and diversified portfolio of listed
securities. Such investments are subject to varying degrees of risk, which emanate from various
factors that include but are not limited to:

- Credit risk
- Liquidity risk
- Market risk
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Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and
cause the other party to incur a financial loss. The Modaraba attempts to control credit risk by
monitoring credit exposures, limiting transactions with various parties and continuous monitoring
of credit worthiness of dealing parties. The management understands that the Modaraba is not
exposed to any major concentration of credit risk.

The maximum exposure to credit risk before any credit enhancements at June 30, 2020 is the
carrying amount of the financial assets as set out below:

Note 2019
Rupees

Diminishing Musharaka financing 63,744,004
Trade debtors 1,694,374
Investments 184,340,309
ljarah receivables 601,977
Deposits 1,367,350
Advances and other receivables 4,464,586
Deposits and other receivables 2,731,394
Bank balances 25,711,226

284,655,219

The Modaraba's policy is to enter in to financial contracts in accordance with the internal risk
management policies and the requirements of the Prudential Regulations for Modarabas issued by
the Securities and Exchange Commission of Pakistan (SECP). The Modaraba aims to manage its
credit risk exposure through diversification of its Diminishing Musharaka arrangements to avoid
undue concentration of risk with individuals or groups of customer in specific location or
businesses. Credit risk is further mitigated through proper due diligence, appropriate transaction
structuring and adequate collateralization of the exposure.

The aging of ljarah receivable at the reporting date

Past due 1-30 days 12 601,977
Past due over 30-90 days 12 2,941,233
Less: Provision for non-performing assets 12 (2,941,233)

601,977
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The Modaraba maintains balances with banks having reasonably high long term credit rating which are
summarized as follows:

Banks Short term Long term Agency Rupees 2019
Habib Bank Ltd Al+ AAA JCR 18,235,927
Bank Islami Pakistan Ltd Al+ A+ PACRA 4,623
Dubai Islamic Bank Al+ AA- JCR 9,049,944
Albaraka Islamic Bank Al A PACRA 7,261,434
Faysalbank Al+ AA PACRA 141,634
34,693,562

Concentration is the relative sensitivity of the Modaraba's performance to developments affecting a
particular industry or geographical location.

Concentration of risks arise when 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
aCtl\éltleS, or activities in the same geographical region, or have similar economic, political and other
conditions.

The Modaraba's dportfolio 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 as follows;

2019
Rupees %
Modaraba 1,179,153 4.93%
Cargo, Trading & distribution 1,352,244 5.65%
Individual 16,350,896 68.34%
Miscellaneous 5,042,885 21.08%
23,925,178 100.00%
2019
Rupees %
Modaraba 1,787,584 7.47%
Cargo, Trading & distribution 22,491,038 94.01%
Individual 10,722,909 44.82%
Miscellaneous 27,840,176 116.36%
62,841,707 100.00%
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Modaraba's operations are restricted to Pakistan only.

Liquidity risk is the risk that the Modaraba will encounter difficulty in meeting its financial obligations
as they fall due. Liquidity risk arises because of the possibility that the Modaraba will be required to
pay / settle its liabilities earlier than expected or will face difficulty in raising funds to meet
commitments associated with financial liabilities as they fall due. The Modaraba's approach to
managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet
its liabilities when due, under both normal and stressed conditions, without incurring unacceptable
losses or risking damage to the Modaraba's reputation.

Rupees
2019
Upto one One year Over Total
year to five years five years
Rupees
Financial liabilities
Security deposits 5,494,124 9,525,320 - 15,019,444
Diminishing Musharaka 2,687,448 1,567,704 - 4,255,152
Trade creditor 92,434 - - 92,434
Accrued and other liabilities 6,873,198 - - 6,873,198
Unclaimed profit distributions 26,271,156 - - 26,271,156
41,418,361 11,093,024 - 52,511,385

The risk that fair value or future cash flows of a financial instrument will fluctuate because of
changes in market prices of securities due to a change in credit rating of the issuer or the
instrument, change in market segments, speculative activities, supply and demand of securities
and liquidity in the market.

The Modaraba is exposed to unfavorable changes in fair values of investments as a result of
changes in prices of securities. As at June 30, 2020, the fair value of equity exposed to price risk
was as follows:

Average Cost Fair Value
2019
< Rupees
Equity investment 206,466,449 177,842,480
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The Modaraba's policy is to manage price risk through diversified and selection of securities and
other financial instruments within specified limits set by Investment Committee. The majority of the
Modaraba's investments are publicly traded and are valued at the rates provided by stock exchange
at which is set as per the trading trend and volumes in the security.

As at June 30, 2020, had there been increase/decrease in net asset value by 5%, with all other
variables held constant, the loss before tax for the year would have been lower / higher by
Rs 0.308 million (2019: Rs 0.324 million).

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.

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

As at June 30, 2020, the profit of the Modaraba's variable value financial instruments were as

follows:
2019
Rupees
Diminishing Musharaka financing 62,841,707
Islamic deposits 9,594,476
72,436,184
Diminishing Musharaka financing 2,687,448

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

2019
Rupees
Diminishing Musharaka financing 100 basis points 628,417
Islamic deposits 100 basis points 95,945
Diminishing Musharaka financing 100 basis points 26,874

Above sensitivities are calculated on the assumption that all factors remain constant except profit
rates and resulting variation in fair values of the subjugated investments and impact on the profit and
loss.
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The Modaraba monitors the profit rate environment on a regular basis and alters the portfolio 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 profit rate sensitivity gap of financial assets and liabilities and calculating the
average duration of the portfolio of fixed profit securities.

The average effective duration of the Modaraba’s portfolio is a measure of the sensitivity of the fair
value of the Modaraba’s variable profit securities to changes in market profit rates.

The Modaraba’s policy refrains from holding profit bearing instruments that induce the average
effective duration of the variable profit portfolio to pass the benchmark of the average duration.

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 other 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 certificate
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
encompasses the controls in the following areas:

e Requirements for appropriate segregation of duties between various functions, roles and
responsibilities;

* Requirements for the reconciliation and monitoring of transactions;
e Compliance with regulatory and other legal requirements;
e Documentation of controls and procedures;

e Requirements for the periodic assessment of operational risks faced, and the adequacy of
controls and procedures to address the risks identified;

e Ethical and business standards;

e Risk mitigation, including insurance where this is effective.

The objective of the Modaraba when managing capital i-e its certificate holder's equity is to
safeguard its ability to continue as a going concern so that it can continue to provide returns for
certificate holders and benefits to other stakeholders; and to maintain a strong capital base to
support the sustained development of its businesses.

The Modaraba primarily invests in ljarah (lease) assets, Musharaka and diversified portfolio of
listed securities. Such investments are subject to varying degrees of risk, which emanate from
various factors that include but are not limited to:

As at June 30, 2020 and 2019, the Modaraba had surplus reserves to meet its requirements.

The gearing ratio as at June 30, 2020 and June 30, 2019 is as follows:
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Juner 30
Rupees 2019
Diminishing Musharaka (@) 2,687,448
Total debt
Certificate capital 290,252,470
Statutory reserves 232,650,807
Unappropriated loss (61,047,754)
Total certificate holders' equity (b) 461,855,522
Total certificate holders' equity including total debt (c=a+b) 464,542,971
(a/c) 0.579%

The Modaraba finances its operations through equity,diminishing musharaka and management of working
capital with a view to maintaining an appropriate mix between various sources of finance to minimize risk.

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.

Fair values are categorized into different levels in a fair value hierarchy based on the inputs used in
the valuation techniques as follows:

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: inputs other than quoted prices included in 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: inputs for the asset or liability that are not based on observable market data
(unobservable inputs).

If the inputs used to measure the fair value of financial asset fall into different levels of the fair
value hierarchy, then the fair value measurement is categorized in its entirety in the same level of
the fair value hierarchy as the lowest level input that is significant to the entire measurement.

Fair values of financial assets that are traded in active markets are based on quoted market prices.
For all other financial instruments the Modaraba determine fair values using valuation techniques
unless the fair value cannot be reliably measured.

For assets that are recognised in the financial statements at fair value on a recurring basis, the
Modaraba recognizes transfers between levels of the fair value hierarchy at the end of the
reporting period during which the change has occurred. There were no transfers between different
levels of fair values mentioned above.

The table below shows the carrying amounts and fair values of a financial asset and financial
liability including their fair value hierarchy for financial instruments measured at fair value. It does
not include the fair value information of financial assets and financial liabilities not measured at fair
value if the carrying amount is reasonable approximation of fair value.
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Long term advances and deposits

ljarah rental receivables

Investment in term deposits

Diminishing Musharaka financing

Diminishing Musharaka financing - Receivable
Advances

Other receivables

Cash and bank balances

Short term investments -  investments
at fair value through profit or loss

Long term investments

Security deposits

Diminishing Musharaka
Accrued and other liabilities
Trade creditor

Unclaimed profit distributions

Long term advances and deposits

ljarah rental receivables

Trade receivables (Pharma division)
Investment in term deposits

Diminishing Musharaka financing

Diminishing Musharaka financing - Receivable
Advances

Other receivables

Bank balances

Short term investments - investments
at fair value through profit or loss

Long term investments

Security deposits

Diminishing Musharaka
Accrued and other liabilities
Trade creditor

Unclaimed profit distributions
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2019

Rupees
Carrying
amount / Cost Level 1

1,367,350 -
601,977 -
1,694,374 -
6,497,829
62,841,707 -
902,296 -
4,464,586 -
2,731,394 -
25,816,921 -

6,497,829 6,497,829

168,842,480 168,842,480

15,019,444 -
4,255,152
6,873,198
92,434

26,271,156 -

Level 2

Level 3
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Notes to the Financial Statements

for the year ended June 30, 2020
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“dl First UDL Modaraba

for the year ended June 30, 2020

Rupees

40.1 The above mentioned segments do not necessarily match with the organizational structure of
Modaraba.
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First UDL Modaraba

for the year ended June 30, 2020

Segment Revenues
Segment Results

Segment income and Sales
Other income

Operating expenses
Manufacturing expenses
Unallocated operating expenses
Unrealized gain

Provision for taxation

Profit / (loss) for the year

Other information
Capital expenditure
Depreciation

Assets and liabilities
Segment assets
Unallocated assets
Total assets
Segment liabilities

Unallocated liabilities
Total liabilities
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2019
Diminishing  Investments ljarah Rental Others Manufacturing Total
Musharaka operations property Pharma -
financing Discontinued
Rupees operation
9,076,594 4,418,132 30,845,609 10,000,000 2,851,830 57,705,198 114,897,363
9,076,594 4,418,132 30,845,609 10,000,000 - 57,705,198 112,045,533
- - - - 2,851,830 - 2,851,830
- - (22,727,742)  (3,422,523) - (15,600,574) (41,750,840)
- - - - - (61,496,368) (61,496,368)
- - - - (28,529,399) (33,300,208) (61,829,607)
- (3,346,838) - - - - (3,346,838)
(382,328) (721,315)  (1,103,643)
9,076,594 1,071,293 8,117,867 6,577,477 (26,059,896) (53,413,267) (54,629,933)
- - 4,528,400 800,000 8,784,148 - 14,112,548
- - 22,727,742 3,422,523 12,453,243 - 38,603,509
63,744,004 184,340,309 24,527,155 73,922,539 - 13,576,793 360,110,799
- - - - 131,827,013 - 131,827,013
63,744,004 184,340,309 24,527,155 73,922,539 131,827,013 13,576,793 491,937,812
- 15,019,444 - 4,255,152 7,936,728 27,211,324
- - - - 27,303,428 - 27,303,428
- - 15,019,444 - 31,558,580 7,936,728 54,514,752
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First UDL Modaraba

for the year ended June 30, 2020

2019
Total employess at the year end 20
Average employees during the year 54

The Board of Directors have proposed bouns in the proportion of 01 Certificate for every 10
certificate i.e. 10% (2019: bonus in the proportion of 01 certificate for every
10 certificates i.e. 10%) held at their meeting held on September 29, 2020 The financial
statements for the year ended June 30, 2020 do not include the effect of the above which will be
accounted for in the period in which it is declared.

Corresponding figures have been reclassified wherever necessary to reflect more appropriate
presentation of events and transactions for the purpose of comparison in accordance with the
accounting and reporting standards as applicable in Pakistan.The major relassification is as
follows:

Profit bearing accounts Investment in term deposits 9,000,000

These financial statements were approved and authorized for issue on September 29, 2020 by the
Board of Directors of the Modaraba Management Company.

For UDL Modaraba Management (Private) Limited
(Management Company)

-Sd- -Sd- -Sd- -Sd-
Chief Financial Officer Chief Executive Director Director
S. Aamir Hussain Shuja Malik Farah Qureshi A. Rahim Suriya
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Held by the Certificate Holders as at June 30, 2020

329
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1
101
501

1001
5001
10001
15001
20001
25001
30001
35001
40001
45001
50001
55001
60001
65001
70001
75001
80001
85001
90001
95001
100001
105001
115001
120001
135001
140001
145001
150001
155001
160001
185001
200001
205001
220001
250001
265001
295001
345001
385001
400001
445001
630001
665001
905001

1815001

1830001

4235001

5975001

to
to
to
to
to
to
to

to
to
to
to
to
to

to
to
to

to
to
to
to
to
to

to
to
to
to
to
to

to
to
to

to
to
to
to
to
to

to
to
to
to
to
to

100
500
1000
5000
10000
15000
20000
25000
30000
35000
40000
45000
50000
55000
60000
65000
70000
75000
80000
85000
90000
95000
100000
105000
110000
120000
125000
140000
145000
150000
155000
160000
165000
190000
205000
210000
225000
255000
270000
300000
350000
390000
405000
450000
635000
670000
910000
1820000
1835000
4240000
5980000

28,550
180,011
459,781

1,693,310
1,167,090
952,331
855,802
731,443
298,862
473,614
341,050
337,764
292,046
212,955
117,585
307,000
269,860

72,500
384,296
245,800
262,529

94,380
196,020
203,522
109,410
116,765
122,191
278,650
144,595
145,750
152,460
312,840
162,660
189,676
201,500
205,700
220,400
254,100
269,474
298,870
350,000
389,000
400,976
448,558
632,375
665,500

1,815,000
1,815,242
1,832,050
4,239,763

5,976,165
31,927,771
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As at June 30, 2020

MAJID HASAN
SHUJA MALIK

SHAHIDA MALIK

KHALID MALIK

UDL MODARABA MANAGEMENT (PVT) LTD
KOMAL MALIK

SUNYA AHMED

TRUSTEES OF FIRST UDL MODARABA STAFF
PROVIDENT FUND

CDC - TRUSTEE NATIONAL INVESTMENT (UNIT) TRUST

a. Local
b. Foreign

UDL MODARABA MANAGEMENT (PVT) LTD
KHALID MALIK

SHUJA MALIK

SHAHIDA MALIK

1 3,609 0.01
1 1,832,050 5.74
2 1,817,904 5.69
2 4,241,553 13.28
1 5,976,165 18.72
1 907,500 2.84
1 907,500 2.84
1 152,460 0.48
6 531,794 1.67
15 208,343 0.65
1 632,375 1.98
3234 13,175,827 41.27
1 2,603 0.01
32 1,538,088 4.82
3299 31,927,771 100.00
5,976,165 18.72
4,241,553 13.28
1,832,050 5.74
1,817,904 5.69
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Notice is hereby given to the certificate holders of the First UDL Modaraba that the 20th Annual Review
Meeting of the certificate holders will be held at NBFI & Modaraba Association of Pakistan, office # 602,
Progressive Centre, 30-A, Block-6 PECHS, Shahrah-e-Faisal, Karachi on Tuesday October 27, 2020 at
10:30 a.m. to transact the following business:

N —

To confirm the minutes of last annual review meeting held on October 18, 2019.
To receive, consider and adopt the audited financial statements for the year ended June 30,
2020 together with the Chairman, Director, Shariah advisor and independent Auditors reports
thereon.

To inform certificate-holders of declared stock dividend @ 10% i.e. 1 of every 10 certificates for
the financial year June 30, 2020.

To inform the certificate-holders regarding appointment of Auditors and fix their remuneration
for the year ending June 30, 2020. The present Auditors M/s. Muniff Ziauddin & Co. Chartered
Accountants, have retired and are not eligible for re-appointment for having remained auditor
for five consecutive years. Upon recommendation from the Audit Committee M/s. Grant
Thornton Anjum Rehman & Co. Chartered Accountant have been appointed as auditors for the
year. (subject Approval by the Registrar Modaraba)

To approve sale of investment property & tangible fixed assets at E44-E45, North Western
Industrial Zone, Port Qasim, Karachi.

The certificate holders whose names appear on the register of certificate holders of FUDLM on
the close of business as on October 20, 2020 eligible to attend the Annual Review Meeting.

The Management of the Modaraba has approved Bonus Certificate in the proportion of
“01”Certificate for every “10” certificate held i.e. 10%. The certificate transfer books of the
Modaraba will remain closed from October 21, 2020 to October 27, 2020. Transfers received in
order at the office of our registrar CDC Registrar Service Ltd. Central Depository Company
Pakistan Limited. CDC House Shahrah-e-Faisal Karachi before the close of business hours on
Thursday, October 20, 2020.

The Certificate holders of First UDL Modaraba are notified that the annual financial statement
for the vyear ended June 30, 2020 have been wuploaded at company’s
website http://www.udl.com.pk

-Sd-

Syed Aamir Hussain
Company Secretary

By Order of the Board
Karachi: October 06, 2020
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The Secretary

First UDL Modaraba

1st Floor, Business Enclave,

77-C, 12th Commercial Street,

Off: Kh-e-Ittehad, DHA Phase Il (Ext.)
Karachi-75500.

I/We

of in the district of

being a member of First UDL Modaraba and holder of

Certificates as per Certificate Register Folio

(No. of Certificate)

No. and/or CDC Participant I.D. No.
And Sub. Account No. hereby appoint

of in the district of

or failing him of

as my/our proxy to vote for me/us and on my/our behalf at the Annual Review Meeting of the Modaraba to be
held on October 27, 2020 and at any adjournment thereof.

Signature Signature

Name Name

CNIC /Passport No. CNIC /Passport No.
Address Address

The signature should agree with
specimen registered with the
Modaraba.

1. This proxy form duly completed and signed, must be received at the Registered Office of the Modaraba or
Share Registrar of the Company, not less than 48 hours before the time of holding the meeting.

2. No person shall act as proxy unless he/she himself /herself is a member of the Modaraba, except that a
corporation may appoint a person who is not a member.

3. If a member appoint more than one proxy and more than one instrument of proxy are deposited by a
member with the Modaraba, all such instruments of proxy shall be rendered invalid.

In addition to the above the following requirements have to be met:

i)  The proxy form shall be witnessed by two persons whose names, addresses and CNIC numbers shall be
mentioned on the form.

i) Attested copies of CNIC or the passport of the beneficial owners and the proxy shall be furnished with the
proxy form.

iiil The proxy shall produce his original CNIC or original passport at the time of meeting.

iv) In case of corporate entity, the Board of Directors’ resolution / power of attorney with specimen signature
shall be submitted (unless it has been provided earlier) along with proxy form to the Modaraba.
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First UDL Modaraba

1st Floor, Business Enclave, 77-C, 12th Commercial Street, Off: Kh-e-Ittehad, DHA Phase Il (Ext.) Karachi-75500.
Tel: 021-35310561-5 Fax: 021-35310566 E-mail: info@udl.com.pk Web: www.udl.com.pk




