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ORIX

Directors’ Review
For the period ended March 31, 2020

The Board of Directors of ORIX Services Pakistan (Private) Limited, the management company of ORIX
Modaraba is pleased to present the unaudited accounts for the nine months period ended March 31,
2020. . ’

1. Economic Out'lo.ok

The rapid spread of the COVID-19 virus since February 2020 has brought PakistanI,economic activity to a
near-halt. Most of the country has been placed under a partial lockdown. The closure of non-essential
businesses and domestic supply chain disruptions are having a significant impact on wholesale and retail
trade and transport, storage and communication, the largest sub-sectors of the services sector.

Average inflation increased to 11.8 percent during Jul-Mar FY20 (from 6.8 percent in Jul-Mar FY19)
reflecting upward adjustments in administrated prices and exchange rate depreciation pass-through. The
State Bank of Pakistan (SBP) maintained a tight monetary stance during this period, keeping the policy
rate at 13.25 percent to dampen inflationary expectations. However, as the COVID-19 pandemic spread,
it reduced the policy rate to 9.0 percent in April 2020, '

‘The Current Account Deficit (CAD) narrowed to 1.0 percent of GDP in Jul-Feb FY20, from 3.5 percent in
the same period in FY19, thanks to a 17.5 percent decline in goods imports. This, with large multilateral
disbursements and higher foreign investment flows, helped shore up gross international reserves to
US$13.2 billion (as of March 27th, 2020)—or equivalent to 3.5 months of imports. The exchange rate,
which had remained relatively stable through June-February FY20, depreciated by 7.3 percent in March.
The latest SBP projection for Real GDP growth was also contracted to 3.0 percent in FY 20. The current
account deficit is projected to narrow to 1.9 percent in FY20, as imports contract more than exports.
Export growth is expected to remain negative in FY21 but to subsequently rebound. Similarly, imports are
expected to recover slowly from FY22 onwards, as domestic industrial activities pick up. Remittances are
expected to contract in FY20 and FY21, respectively, due to lower growth in the Gulf Cooperation Council
economies. Increased multilateral and bilateral flows are expected to be the main financing sources over
the medium-term. '

The fiscal deficit is expected to remain elevated in FY20 and FY21. Revenue mobilization efforts will be '
negatively impacted by subdued domestic activity, while expenditures will increase to contain the spread
of COVID-19 and support the economy. The fiscal deficit is expected to fall gradually by FY22 as the impact
. of the crisis tapers-off. However, the public debt-to-GDP ratio is expected to increase and remain elevated
over the medium-term, with Pakistan’s exposure to debt-related shocks remaining high.

Source of information is World Bank Report “Pakistan Overview Aprll 2020.”
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2.  Financial Highlights

Financial results are summarized as
under:

Balance Sheet

Certificate capital

Total equity

Total assets

Investment in ljarah finance and ljarah Assets
investments in Diminishing Musharika and Sukuks
Redeemable capital

Profit and Loss _

Revenue (net of ljarah assets depreciation)

Financial charges

Provision / (reversai) of provisions — net

Operating expenses

Profit before modaraba management
company's remuneration

Net profit

3.  Review of Operations

March 31,
2020
(PKR '000")

453,835
1,134,198
6,867,885
2,948,252
2,991,785
3,425,505

Nine months
ended

March 31,
- 2020
(PKR '000")

712,372
473,368

8,619.

130,089

100,296

87,183

June 30,
2019
(PKR '000")

453,835
1,160,475
6,966,013
3,139,888
3,084,690
2,785,705

Nine months
ended

March 31,
2019
(PKR '000")

509,511
315,584

(3,669)
112,188

85,408
74,242

By the Grace of Allah, your Modaraba’s performance during the period under review continued to be
strong in spite of economy slowdown, reduction in industry spreads and stiff competition with Islamic
banks. The Modaraba’ s gross revenue for the nine months period increased by 0.67% from PKR 1,521.60
million to PKR 1,531.85 million compared to corresponding period of last year. Revenue (net of ljarah
assets depreciation and including other income) increased by 39.81% from PKR 509.511 million to PKR
712.372 million compared to the corresponding period of last year. Whereas revenue net of financial
charges increased by 23.24% from PKR 193.927 million to PKR 239.004 million compared to the
corresponding period last year. This was achieved mainly due to upward movement in discount rate
during the period and better mix of portfolio resulting in better profit rates. Administrative and operating

expenses increased by 15.96% from PKR 112.188 million te PKR.:130.089 million m

in line with

J

ainly due to staff cost.~ -~
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the market and cost associated with the process alignment for compliance of new regulations. Net profit
however, increased by 17.43% from PKR 74.242 to PKR 87.183 million.

The portfolio of ljarah finance, Sukuk investment and Diminishing Musharika finances stood at PKR 5,940
million compared to PKR 6,225 million as at June 30, 2013, showing a decrease of 4.57% during nine
months period. During the period under review, the Modaraba booked fresh disbursements to the tune
of Rs. 1,715 million as compared to Rs. 2,100 million during the corresponding period last.

The business has been driven mainly by deepening relationships with selective clientele and initiating
relationships with good names. The asset portfolio has a good mix of multi-nationals, large and medium
sized local corporate and selective SME relationships.

ORIX Modaraba manages and monitors risk exposure very prudently. The evaluation of borrower’s credit
profile including repayment ability is made at the time of grant of facility and regular oversight thereon.
Further, there are Portfolio Management and Early Alert committees which are responsible to ensure
portfolio monitoring and timely alerts for possible untoward scenarios. '

4. The potential impact of COVID-19

As explained in Note 18 in the financial statements, the COVID — 19 and the measures to reduce its spread
has impacted the economy of Pakistan significantly. Regulators and governments across the globe have
introduced fiscal and economic stimulus measures to mitigate its impact. In addition to the already known
effects, the macroeconomic uncertainty causes disruption to economic activity and it is unknown what
the longer-term impact on our business may be. The scale and duration of this pandemic remain uncertain
but is expected to further impact our business. The main risks that result from the current uncertain
situation regarding COVID-19 include asset quality and credit risk, liquidity management and operations.
These are briefly explained in the Note 18 in the financial statement. We have taken extraordinary
measures to ensure that the Modarba remains liquid and fully prepared to discharge all our obligations.

State Bank of Pakistan (SBP) has responded to the crisis by cutting the policy rate by 425 basis points to 9
percent during the months of March and April 2020 and by introducing regulatory measures to maintain
banking system soundness and to sustain economic activity. On the other hand, Securities and Exchange
Commission of Pakistan (SECP) vide circular 15 of 2020 dated 24th April 2020 allow Modarabas to defer
clients’ payment of principal on finance obligations by one year and relaxing regulatory criteria for
restructured/rescheduled finances for customers who require relief beyond the extension of principal
repayment for one year.

Your Modaraba is closely monitoring the situation and has invoked required actions to ensure safety and
security of Modaraba staff and an uninterrupted service to our customers. The senior management of
the Modaraba is continuously monitoring the situation and is taking timely decisions to resolve any
concerns. Robust Standard Operating Procedures (SOP) have been developed and implemented to ensure
safety and security of the staff and uninterrupted service to the customers. The remote work capabilities
were enabled for critical staff and related risk and control measures were assessed to make sure they are
fully protected using virtual private network (“VPN") connections. Your Modaraba continues to meet the
expectations of all stakeholders as they would in a normal scenario. ' -
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5.  Credit Rating
The Pakistan Credit Rating Agency Limited (PACRA) has maintained the ratings of your Modaraba as AA

(Double A) and Al+ (A one plus) for long-term and short-term respectively. These ratings indicate low
expectation of credit risk and very strong capacity for timely payment of fina ncial commitments.

6.  Acknowledgement

The Board appreciates the support of regulatory authorities, certificate-holders, customers and business

partners and looks forward to their support in future.
//% /2
Ramon Alfr;

Karachi: April 27, 2020
: Director




ORIX MODARABA
CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION
AS AT MARCH 31, 2020

ASSETS

Current assets

Cash and bank balances

ljarah rentals receivable

Advances, deposits; prepayments and other receivables
Current portion of investment In Sukuk certificates
Current portion of Diminishing Musharaka

Net investment in ljarah finance

Taxation recoverable

Total current assets

Non-current assets

Long-term portion of investment in Sukuk certificates
Long-term portion of Diminishing Musharaka

ljarah assets

"Fixed assets in own use

Total non-current assets

TOTAL ASSETS

LIABILITIES AND EQUITY

Current llablilitles

Current maturity of term finance arrangements
Current maturity of securlty deposits
Creditors, accrued and other liabllities
Advance ljarah rentals received

Current portion of redeemable capital
Unclaimed profit distribution

Total current ltabllities

Non-current liabilities

Long-term portion of term finance arrangements
Long-term portion of security deposits
Long-term portion of redeemable capital

Total non-current liabilitles

TOTAL LIABILITIES
CERTIFICATE HOLDERS' EQUITY

Certificate capital
Authorised certificate capital
50,000,000 (June 30, 2019: 50,000,000) certificates of Rs. 10 each

Issued, subscribed and pald-up certiflcate caplital

28,500,000 (June 30, 2019; 28,500,000) certificates of Rs. 10 each fully paid in cash
16,883,530 (June 30, 2019: 16,883,530) bonus certificates of Rs. 10 each

Unappropriated profit
Other reserves

TOTAL LIABILITIES AND EQUITY
CONTINGENCIES AND COMMITMENTS

Note

© o~

—_
o

1"

11

12

{Un-audited) (Audited)
March 31, June 30,
2020 2019
............. (RUPEES) ~ecenamacsae-
564,177,301 432,292,749
139,651,005 106,243,898
208,022,225 185,688,009

1,125,514,557

1,056,293,238

370,000 370,000
9,618,860 8,733,382
2,047,354,948 1,789,621,276

1,866,269,946

2,028,396,990

2,947,882,459 3,139,517,722
6,377,307 8,477,133
4,820,529,712 5,176,391,845

6,867,884,660

6,966,013,121

705,024,498 832,919,998
206,445,802 188,434,541
350,714,382 345,197,941

20,995,544 36,404,859
3,386,705,000 2,747,955,000
59,761,207 55,752,238
4,729,646,433 4,206,664,577
533,533,154 1,100,751,879
431,707,359 460,371,219
38,800,000 37,750,000
1,004,040,513 1,598,873,098

5,733,686,046 5,805,537 675
500,000,000 500,000,000
285,000,000 285,000,000
168,835,300 168,835,300
453,835,300 453,835,300
123,130,566 153,767,466
557,231,848 §52,672,680

1,134,197,714 1,160,475,446

6,867,884,660 6.966,013,121

The annexed notes 1 to 22 form an integral part of these condensed interim financial statements.

For ORIX Services Pakistan (Private) Limited

s

{Management Company of ORIX MODARABA)

Dlreafor -

Chiei ;é‘cutiv:

E:; Dlrector

Chief Financial




ORIX MODARABA
CONDENSED INTERIM PROFIT AND LOSS ACCOUNT AND OTHER COMPREHENSIVE INCOME (UNAUDITED)
FOR THE NINE MONTHS PERIOD ENDED MARCH 31, 2020

Note Nine months Three months Three months

Nine months

period ended

period ended

period ended

period ended

March 31, March 31, March 31,
2020 March 31, 2019 2020 2019
(Rupees)
ljarah rentals earned 1,137,853,736 1,276,816,518 376,112,258 446,613,515
Income on Diminishing Musharaka arrangements 353,218,680 232,054,957 121,962,651 90,625,468
Income on deposits with banks 40,777 964 12,731,173 14,154,236 3,851,297
1,531,850,380 1,521,602,648 512,219,045 541,090,280
Financial charges {473,367,647) (315,583,932)  (160,493721)  (125,804,419)
Depreciation on assets under ljarah arrangements (868,098,388)  (1,047,842,432)  (286,487,510)  (360,160,997)
190,384,345 158,176,284 65,237,814 55,124,864

(Provision) / reversal of provision in respect of ljarah

finances - 2,183,652 23,866 537,385
(Provision) / reversal of provision in respect of '

Diminishing Musharaka (8,618,710) 1,485,402 - -

181,765,635 161,845,338 65,261,680 55,662,249

Other income 48,619,764 35,750,804 11,983,988 20,623,894

Administrative and operating expenses (130,089,326) (112,187,781) (46,379,002) (39,448,833)

) 100,296,073 85,408,361 30,866,666 36,837,310

Management Company's remuneration (10,029,607) (8,540,836) (3,086,666) (3,683,731)
Provision for services sales tax on Management :

Company's remuneration 13 (1,303,849) (1,110,309) (401,267) (478,885)
Provision for Workers' Welfare Fund 14 (1,779,252) (1,515,144) (647,574) . (653,494)
Profit for the period before taxation 87,183,365 74,242,072 26,831,159 32,021,200
Taxation 15 - - - -
Profit for the period after taxation 87,183,365 74,242,072 26,831,159 32,021,200
Other comprehensive income for the period - - - -
Total comprehensive income for the period 87,183,365 74,242,072 26,831,159 32,021,200
Earnings per certificate - basic and diluted 16 1.92 1-.64 0.59 0.71

The annexed notes 1 to 22 form an integral part of these condensed interim financial statements.

For ORIX Services Pakistan (Private) Limited
(Management Company of ORIX MODARABA)

%lrectgr

Chief Financlal Officer




ORIX MODARABA
CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)
FOR THE NINE MONTHS PERIOD ENDED MARCH 31, 2020

Nine months
perlod ended
March 31, 2020

Nine months
period ended

March 31,2019

------------ - (Rupees) =--=-s-=-----
CASH FLOWS FROM OPERATING ACTIVITIES
Profit for the period before taxation 87,183,365 74,242,072
Ad]ustments for non-cash and other items:
Depreciation / amortisation on fixed assets in own use 3,669,484 8,087,802
Depreciation on ljarah assets 868,098,388 1,047,842 432
Gain on disposal of ljarah assets (31,408,116) (20,769,066)
Provision / (reversal of provision) in respect of ljarah finances - net - (2,183,652)
Provision / (reversal of provision) in respect of Diminishing Musharaka 8,618,710 (1,485,402)
Income on deposits with bank ‘ (40,777,964) (12,731,173)
Profit on:
- Redeemable capital 280,461,749 182,125,972
- Term finance arrangements 175,820,438 120,814,469
Provision for services sales tax on Management Company's remuneration 1,779,252 1,110,309
Provision for Workers' Welfare Fund 1,303,849 1,615,144

(Increase) / decrease in assets

Advances, deposits, prepayments and other receivables (19,425,966) (36,334,462)
ljarah rentals receivable (33,407,107) (15,881,774)
Diminishing Musharaka 84,287,015 (276,307,605)
Purchase of assets under ljarah arrangements (1,146,989,333)| | (1,374,177,327)
Proceeds from disposal of assets under ljarah arrangements 501,934,325 417,216,650

Increase / {decrease) n liabllities

Creditors, accrued and other liabilities (16,585,206) 24,288,266

Advance ljarah rentals received (15,409,315) 23,273,814 |-

Security deposits (10,652,599) 47,803,971

(42,647,120) 95,366,051
698,500,969 208,450,440

Profit paid on )

- Redeemable capital (257,623,370)| |- (128,262,785)

- Term finance arrangements (179,640,272) (108,096,059)

(437,263,642) (236,358,844)

Taxes pald (886,478) (1,742)
Net cash generated from / (used in) operating activities 260,350,849 (27,910,146)
CASH FLOWS FROM INVESTING ACTIVITIES
Fixed capital expenditure (1,569,658) (1,394,061)
Income on deposits with bank 37,869,714 12,698,974
Net cash generated from Investing activities 36,300,056 11,304,913
CASH FLOWS FROM FINANCING ACTIVITIES
Redeemable capital less repayments 639,800,000 (223,375,000)
Term finance less repayments (695,114,225) 311,960,314
Profit paid to certificate holders (109,452,128) (106,801,363)
Net cash generated from financing activities (164,766,353) (18,216,049)
Net increase / (decrease) in cash and cash equivalents 131,884,552 (34,821,282) -
Cash and cash equivalents at the beginning of period 432,292,749 409,085,082
Cash and cash equivalents at end of the period 564,177,301 374,263,800

1,267,565,790

1,324,326,835

1,354,749,155

1,398,568,907

(613,601,066)

(1,285,484,518)

The annexed notes 1 to 22 form an integral part of these condensed interim financial statements.

For ORIX Services Pakistan (Private) Limited
{(Management Company of ORIX MODARABA)

/4//%4/ Vg g

Dl;(ér rector

Chief Financial C




ORIX MODARABA
CONDENSED INTERIM STATEMENT OF CHANGES iN EQUITY (UN-AUDITED)
FOR THE NINE MONTHS PERIOD ENDED MARCH 31, 2020

Reserves
Pald-up Premium on
certificate Statutory Unappropriated Total
; modaraba Sub-total
capital I~ reserve profit
cortificates
(Rupees)
Balance as at June 30, 2018 453,835,300 55,384,700 491,185,149 147,475,214 694,045,063 1,147,880,363
Total comprehensive income for the period
- Profit for the nine months period ended .
March 31, 2019 - - - 74,242,072 74,242,072 74,242,072
- Other comprehensive income for the
“nine months period - - - - - -
- - - 74,242,072 74,242,072 74,242,072
Transfer to statutory reserve - : - 3,712,104 (3,712,104) - -
Profit distribution for the year ended
June 30, 2018 @ Rs. 2.5 per certificate - - - (113,461,545) (113,461,545) (113,461,545)
Balance as at March 31, 2019 453,835,300 55,384,700 494,897,253 104,543,637 654,825,590 1,108,660,890
Balance as at June 30, 2019 453,835,300 55,384,700 497,487,980 153,767,466 706,640,146 1,160,475,446
Total comprehensive income for the period
- Profit for the nine months period ended
March 31, 2020 - - - 87,183,365 87,183,365 87,183,365
- Other comprehensive income for the
nine months period - - - - ~ -
- - - 87,183,365 87,183,365 87,183,365
Transfer to statutory reserve - - 4,359,168 (4,359,168) - -

Profit distribution for the year ended
June 30, 2019 @ Rs. 2.5 per certificate - - -

(113,461,097) (113,461,097)

(113,461,097)

Balance as at March 31, 2020 453,835,300 55,384,700 501,847,148 123,130,566

680,362,414

1,134,197,714

The annexed notes 1 to 22 form an integral part of these condensed interim financial statements.

For ORIX Services Pakistan (Private) Limited
(Management Company of ORIX MODARABA)

47/

f Exepuftive

Dlrec}o7 QDlrec\{or“

Chief Financial Offic




ORIX MODARABA
NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE NINE MONTHS PERIOD ENDED MARCH 31, 2020

1.

2.1

STATUS AND NATURE OF BUSINESS

ORIX Modaraba (the Modaraba') was formed under the Modaraba Companies and Modaraba (Floatation and
Control) Ordinance, 1980 and the Rules framed thereunder and is managed by ORIX Services Pakistan (Private)
Limited (the Management Company'). The Management Company is a wholly owned subsidiary of ORIX Leasing
Pakistan Limited. The registered office is situated at 6th Floor, Syedna Tahir Saif-u-ddin Trust Building, Beaumont
Road, Civil Lines, Karachi, Pakistan, .

The Modaraba is operated through a head office in Karachi and two branches which are located in Lahore and

‘Islamabad. The head office is placed separately within the premises of the Management Company. In Lahore, the

branch office is situated at 602-B, 6th Floor, City Towers, Gulberg-ll and in Islamabad, the branch office is situated at -
Ground Floor, Phase 1, State Life Building No. 5, Nazimuddin Road, Blue Area.

The Modaraba is a perpetual Modaraba and is primarily engaged in financing of plant and machinery, motor vehicles
(both commercial and private), computer equipment and housing under the modes of ljarah (Islamic leasing) and
Diminishing Musharaka. The Modaraba may also invest in commercial and industrial ventures suitable for the
Modaraba. The Modaraba is listed on the Pakistan Stock Exchange Limited.

The Pakistan Credit Rating Agency Limited (PACRA) has assigned long term rating of AA and short term ratlng of
A1+ to the Modaraba on March 24, 2020.

BASIS OF PREPARATION

Statement of compliance

- a) These condensed interim financial statements have been prepared in accordance with the accounting and

reporting standards as applicable in Pakistan for interim financial reporting. The accountmg and repomng
standard as applicable in Pakistan for interim financial reporting comprlse of:

- International Accounting Standard (JAS) 34, Interim Financial Reporting, issued by the International
Accounting Standards Board (IASB) as notified under the Companies Act, 2017,

- Provisions of and directives issued by the Securities & Exchange Commission of Pakistan (SECP) under the
- Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980 and the Companies Act,

- Requirements of the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980,
Modaraba Companies and Modaraba Rules, 1981 and the Prudential Regulations 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 the
Prudential Regutation for Modarabas and IFASs differ with the requirements of IAS 34, the provision 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 the Prudential Regulations for
Modarabas and IFASs have been followed.

b) Applicabillty of International Accounting Standard (IAS) 17 'Leases’ and Islamic Financial Accounting
Standard (IFAS) 2 ‘ljarah’

SECP vide its circular No. 10 of 2004 dated February 13, 2004 had deferred, till further orders, the applicability of
International Accounting Standard (IAS) 17 "Leases" on modarabas with effect from July 1, 2003 and advised the
management companies of modarabas that they may continue to prepare the financial statements of the modarabas
without applying the requirements of 1AS 17. Currently, lease transactions (both for assets given and assets
obtained) are being accounted for in accordance with the requirements of IFAS 2 as explained below.

During the year ended June 30, 2008, Islamic Financial Accounting Standard 2 'ljarah' issued by the Institute of
Chartered Accountants of Pakistan which was notified by the Securities and Exchange Commission of Pakistan vide
an SRO 431(1)/2007 dated 5 May 2007 was adopted. Under the above IFAS 2, the ‘ljarah’ transactions are
accounted for in the following manner:

Muj'ir (lessors) shall present the assets subject to ljarah in their balance sheet according to the nature of the asset,
distinguished from the assels in own use.
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Costs, including depreciation on the assets given on ljarah, incurred in earning the ljarah income shall be recognised
as an expense,

ljarah income shall be recognised in income on an accrual basis as and when the rental becomes due, unless
another sys(ematlc basis is more representative of the lime pattern |n which the benefit of the use derived from the
leased asset is diminished.

SECP, vide its letter No, SC/ M/ RW/ SCM /2009 dated March 9, 2009, allowed that in case of Modarabas, IFAS 2
shall be applied for ljarah transaclions executed on or after July 01, 2008. Accordingly, the Modaraba has accounted
for leasing transactions execuled before July 01, 2008 as finance leases and has {reated the leasing {ransactions
executed on or after July 1, 2008 in accordance with the requirements of IFAS 2.

These condensed interim financial statements do not include alf the information required for a full set of financial
statements and should be read in conjunction with the annual published audited financial stalements of the Modaraba
for the year ended June 30, 2019.

These condensed interim financial statements are unaudited.

IFRS 9:"Financial Instruments"; Is applicable effective from- July 1, 2018. The standard addresses recognition,
classification, measurement and derecognition of financial assets and financial liabilities. The standard has also
introduced a new impairment model for financial assets which requires recognition of impairment charge based on
'expected credit losses' (ECL) approach.

The SECP has deferred the applicability of IFRS 9 for provision against financings made by Modaraba in the financial-
statements for the year ended June 30, 2019 and required the Modaraba to follow all other requirements of IFRS 9.

The Modaraba had adopted all requirements of IFRS 9 and had determined the provision in respect of financings as
per the requirements of the Prudential Regulations.

During the current period, the SECP has deferred the applicability of IFRS 9 for Modarabas uptil June 30, 2020.
However, as mentioned above the Modaraba had already adopted all other requirements of IFRS 9 except for
provision against financings last year therefore, the Modaraba has continued same practice during the current period
as well. The provision against financings has been determined in accordance with the requirements of the Prudential
Regulations.

Functional and presentation currency

These condensed interim financlal statements are presented in Pakistani Rupees which is also the Modaraba's
functional currency. All financial information presented has been rounded off to the nearest rupee.

Significant accounting estimates and judgements

The preparation of these condensed interim financial statements require management to make judgements,
estimates and assumptions that affect the application of accounting policies and the reported amounts of assets and
liabilities, income and expense. However, actual resulls may differ from these estimates. In preparing these
condensed interim financial statements the significant judgements made by the management in applying the
Modaraba's accounting policies and the key sources of estimates and uncertainty were the same as those that were
applied to the financial statements for. the year ended June 30, 2019.

Significant Accounting Policies

The accounting policies and methods of computation adopted in the preparation of these condensed interim financial
statements are the same as those applied in the preparation of audited annual financial statements of the Modaraba
as at and for the year ended June 30, 2019 except for the adoption of new standard as referred to in note 3.2 to
these condensed interim financial statements,

Standards, Interpretations and amendments to published accounting and reporting standards adopted by
the Modaraba during the current period

The following International Financial Reporting Standards (IFRS Standards) as notified under the Companies Act,
2017, and the amendments and interpretations thereto 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 recognised 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
renltals are recognised. 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 condensed Interim financial
statements as a result of adoplion of IFRS 16 as the leases are either of short term or low value.
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There are other certain new and amended standards, inierpretations 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 delailed in these condensed
interim financial statements.

GOING CONCERN ASSUMPTION

After the declaration of outbreak of Novel Corona Virus {the Covid -19) as Pandemic in March 2020, the overall
global economic situation have significantly been affected due to containment and mitigation measures that have
been recommended and adopted worldwide: In Pakistan, Government has also put in place strict measures and
restrictions to avoid the potential risk of mass spread of COVID-19 within the ‘country. Such measures mainly
includes major businesses lockdown, maintaining social distancing among citizens, restrictions on travelling and
transportation, etc. These restrictions have been resulted in the significant decline in the scale of overall commercial
aclivities that has in turn affected the financial markets. In light of the financial and operational risks to which ORIXM
is exposed due to COVID 19, the management has assessed the Going Concern assumption of the Modaraba at the
date of financial position to these interim condensed financial statements which are explained in detail in Note 18 to
these financial statements. These condensed interim financial statements have been prepared on “Going-Concern”
basis based on the management assessment with respect to the credit qualily of its advances portfolio, overall
liquidity position and business operations. - )

(Un-audited) (Audited)
- S Note March 31, June 30,
CASH AND BANK BALANCES - 2020 2019
--------------- (RUPEES)~-rmemmmenamana
Balances with banks :
- in current accounts 3,420,071 100,437,077
- in deposit accounts 5.1 560,655,821 331,804,363
Balance with State Bank of Pakistan : : 51,549 1,549
Cash in hand . 49,860 49,760
564,177,301 432,292,749

These carry profit at rates ranging from 5.5% - 12.756% per annum (June 30, 2019: 3.59% - 10%). The balances with
banks in deposit accounts and term deposits have been kept in order to comply with the requirements of guidelines
issued by the Securities and Exchange Commission of Pakistan (SECP) with respect to the maintenance of
prescribed liquidity against the Certificates of Musharaka issued by the Modaraba.

{Un-audited) {Audited)
Note March 31, June 30,
2020 2019
[JARAH RENTALS RECEIVABLE ~  cevememenenuce (Rupees) ...............

ljarah rentals receivable - considered good ' 114,322,406 106,243,898
ljarah rentals receivable - considered bad or doubtful 55,492,350 23,730,367
Less: allowance for potential ljarah losses 6.1 (5.505,480) (5,505,480)
Less: profit held in suspense 6.2 (24,658,271) (18,224,887)

- 25,328,599 -

139,651,005 106,243,898

Allowance for potential ljarah losses

Opening balance 5,505,480 7,998,229
Charge / (reversal) for the period / year - (2,492,749)
Closing balance 5,505,480 5,505,480

Profit held in suspense

Opening balance 18,224,887 18,651,654
Income suspended during the period 6,433,384 25,037
Suspended income reversed during the period - (451,804)
Closing balance 24,658,271 18,224,887

INVESTMENT IN SUKUK CERTIFICATES

Held-to-maturity investments
Investment in Sukuk certificates 57,701,835 57,701,835
Less: Provision in respect of Sukuk certificates (57,701,835) (57,701,835)

Less: Current portion of investment in Sukuk Certificates : - -
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Plant, Machinery and eqmpments

1,200,168,240

(Un-auditad) (Audited)
Note March 31, June 30,
2020 2019
DIMINISHING MUSHARAKA (Rupees)
- Staff
Housing finance 88,983,751 68,792,546
Motor vehicles 31,637,477 29,390,342
Others 3,662,742 3,428,287
8.1 124,183,970 101,611,175
- Other Customers
Housing finance 503,547,514 593,496,094
Motor vehicles 1,172,503,489 1,091,821,401

1,297,761,558

Less: Provision in respect of Dlmlnlshlng Musharaka (8,618,710) -
2,867,600,533 2,983,079,053
2,991,784,503 3,084,690,228

Less: current portion of Diminishing Musharaka (1,125,514,557)  (1,056,293,238)
1,866,269,946 2,028,396,980

This includes Diminishing Musharaka facility availed by key management personnel with respect to housing finance,
motor vehicles and personal finance amounted to Rs. 45,109 million (June 30, 2019: Rs.27.254 miillion), Rs. 8.866
million (June 30, 2019: Rs.10.166 million) and Rs. 1.142 million (June 30, 2019: Rs. 1.541 million) respectively.

(Un-audited) {Audited) -
March 31, June 30,
2020 2019

NET INVESTMENTINIJARAHFINANCE ~ eeeeeeesemeeee (RUPEOS)--nvemmsuanainn
ljarah contracts commencing on or after July 1, 2008

- accounted for under IFAS 2 2,947,882,459 3,139,517,722
ljarah contracts prior to July 1, 2008

- accounted for as finance leases 370,000 370,000
Less: Current portion of net investment in ljarah finance (370,000)

(370,000)

During the nine months period ended March 31, 2020, additions amounting to Rs. 1,147 milllon (March 31, 2019: Rs.
1,374 million) and disposals amounting o Rs. 1,316 million (March 31, 2019: Rs. 1,227 million) were made to the net

investments in ljarah finance.

(Un-audited)

{Un-audited)

March 31, March 31,
2020 2019
ljarahAssets ~ ereseeeeeceeeee {Rupees) =-ssmaseeemeeaes
Additions at cost during the period / year
- Plant, machinery and equipments 759,228,633 896,138,630
- Motor vehicles 387,760,700 478,038,697

Disposals at cost during the period / year
- Plant, machinery and equipments
- Motor vehicles

1,146,989,333

1.374,177,327

539,121,983
777,145,540

307,556,705
919,317,550

1,316,267,523

1,226,874,255

(Un-audited) (Audited)
March 31, June 30,
2020 2019
FIXED ASSETSINOWNUSE e (RUPEES) =exxrmmmmmumasa
Tangible assets 5,887,702 7,759,459
Intangible assets 489,605 717,674
6,377,307 8,477,133

During the nine months period ended March 31, 2020, additions amounting to Rs. 1.570 million (March 31, 2019 :
1.394 million) and deletion amounting to Rs. 0,122 million (March 31, 2019 : nil) were made to the operating fixed
assels.
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(Un-audited) {Un-audited)

March 31, March 31,
2020 2019
Additions at cost during the period / year
- Computer equipment, appliances and systems 1,569,658 520,543
- Computer software : - 873,518
1,669,658 1,394,061
Disposals at cost during the period 122,000 -
This pertains to advance given against purchase of computer software.
(Un-audited) (Audited)
7 March 31, June 30,
UNCLAIMED PROFIT DISTRIBUTION 2020 2019
e ({1{T71-T:1) [e——
10.1 59,761,207 55,752,238
{Un-audited) (Audited)
March 31, June 30,
’ . 2020 2019
TERM FINANCE ARRANGEMENTS (Rupees)
Musharaka term finance with other banks 1,238,557,652 1,933,671,877
Less: Current portion of musharaka term finance (705,024,498) (832,919,998)

533,533,154 1,100,751,879
CONTINGENCIES AND COMMITMENTS
Coﬁtlngencies
There were no contingencies outstanding as at March 31, 2020 and June 30, 2019.

Commitments

The oulstandmg value of lelter of comforts issued to various commercial banks in favour of ORIXM customers
amounts to Rs. 60.4 mllhon (June 30, 2019: Rs. 119. 213 million).

PROVISION FOR SERVICES SALES TAX ON MANAGEMENT COMPANY'S REMUNERATION

Pursuant to Order number SRB-COM-I/AC-V/Mgt/SCSOP/5878/2012 of the Sindh Revenue Board (SRB) dated April
22, 2013, the Modaraba has recorded a provision in respect of Sindh Sales Tax on Management Company's
remuneration at applicable rates with effect from November 1, 2011. The Management Company has filed an appeal
before the Appellate Tribunal SRB against this order. The Appellate Tribunal SRB through its order dated February
19, 2016 allowed the appeal and set aside the order-in-original and order-in-appeal and remanded back the case to
the assessing officer for re-assessment. Thereafter, on April 8, 2016, the assessing officer issued a fresh notice to
the Management Company. Against the notice, the Management Company has filed an appeal before the Honorable
Sindh High Court. As an interim relief, the Court vide its Order dated October 13, 2016 has stopped the assessing
authorities to pass any final order till the culmination of its proceedings. The interim relief was reconfirmed by the
Court in its Order dated November 5, 2018. The case is pending to date. However, the Modaraba has continued to
recognise provision for services sales tax on the management company's remuneration.

PROVISION FOR WORKERS' WELFARE FUND

The Sindh Revenue Board (SRB) vide letter no. SRB /DC-A(W)/2017/Rep/4760 dated January 16, 2017 has advised
the Modaraba to pay off all its liabilities falling due under the Sindh Workers' Welfare Fund Act, 2014 (SWWF Act).
As per SWWF Act, Workers' Welfare Fund (SWWF) levy is required to be paid on total income accruing after
December 31, 2013. The management considers that the SWWF Act is limited only to the province of Sindh and till
the time there is any mechanism available for apportionment of total income relevant to province of Sindh, no SWWF
liability to SRB can be paid out. On these grounds, foreseeing the expected SWWF demand and penal aclions from
SRB, the Modaraba has filed a Constitutional Petition (CP) No. CP.D.3879/2017 with the Honorable Sindh High Court
which is pending to date. However the Honorable Sindh High Court has restrained the SRB from levy of WWF under
the SWWF Act. The management has provided for SWWF liability for the period from January 1, 2014 to March 31,
2020 in these condensed interim financial statements on a prudent basis.




16.  TAXATION

As per the Second Schedule to the Income Tax Ordinance, 2001, the income of a non-trading modaraba is exempt
from income lax provided that it distributes at least 90% of its profits to its certificate holders for the year after making
appropriation for statulory reserves. The Modaraba intends to continue to avall this exemption by distributing 90% of
its profits to its certificate holders after making appropriation to statutory reserves for the year ending June 30, 2020.
Accordingly, no provision in respect of current and deferred taxation has been made in these condensed interim
financial statements.

16,  EARNINGS PER CERTIFICATE

A diluted earnings per certificate has not been presented as the Modaraba did not have any convertible instruments
In Issue as at March 31, 2020 and 2019 which would have any effect on the earnings per certificate if the oplion to
convert is exercised.

17.  RELATED PARTIES TRANSACTIONS

The related parties of the Modaraba include the management company, its holding company, other associated
companies, staff retirement funds, directors and key management personnel. Transactions with relaled parties other
than remuneration and benefits to key management personnel (whlch are employed by the managemenl company)
under the terms of their employment are as follows:

Nine months Nine months
period ended period ended -
March 31, 2020 March 31, 2019

(Un-audited)  (Un-audited)

--------------- (Rupees) ~»-eervummsercas

ORIX Leasing Pakistan Limited - Holding Company of

the Management Company
Dividend ) 11,345,883 11,345,883
Rent paid for Islamabad office ) 372,828 379,275
Staff retirement benefits funds )
Contribution to the staff provident fund 3,506,685 3,042,180
Contribution to the staff gratuity fund 2,921,041 2,536,363
Reimbursement from staff gratuity fund ] 93,480 649,505
ORIX Services Pakistan (Private) Limited - Management Company
Management company's remuneration 10,029,607 8,540,836
Dividend . 11,345,883 11,345,883
Key Management Personnel ]
Salaries and benefits : 35,854,734 30,096,809
Conlribution to the staff provident fund 1,363,666 1,156,546
Contribution to the staff gratulty fund 1,135,926 964,417
Reimbursement from staff gratuity fund - ) 355,920
Income earned on DM finances to Key management personnel 5,882,553 3,790,470
liarah rental earned on ljarah finances to Key management personnel - 2,944,147
Profit on Redeemable Capital - 395,915 125,288
Number of persons 7 8

The Modaraba enters into certain transactions with related parties based on a transfer pricing policy under which all’
transactions are carried out on agreed terms. The balances with related parties other than balances that have been
disclosed in the respective notes are as follows:

{Unaudited) {Audited)
March 31, June 30,
2020 2019
-------------- (Rupees) ==-areeveeen-en
ORIX Services Pakistan (Private) Limited - Management Company
Management company's remunerati_on payable 9,012,617 14,501,602
Staff retirement benefits funds
Receivable from staff gratuity fund ) - 55,962
Key Management Personnel
Accrued profit on finances under diminishing musharaka ' 296,518 389,714
Profit payable on redeemable capllal 110,214 194,455

——— ___ ~Redeemablecapllal_.__._. i el © 74,550,000 4000 000_ P




18

18.2

18.3

19

FINANCIAL RISK MANAGEMENT

The Modaraba's risk management policies are the same as disclosed in the financial statements for the year ended
June 30, 2019 except for the following additional considerations due to the COVID - 19.

The COVID - 19 and the measures to reduce its spread has impacted the economy of Pakistan significantly .
Regulators and governments across the globe have introduced fiscal and economic stimulus measures to mitigate its
impacl.

The State Bank of Pakistan (SBP) has responded to the crisis by cutting the policy rate by 425 basis points to 9
percent during the months of March and April 2020 and by introducing regulatory measures to maintain banking
system soundness and to sustain economic activities. The Securities and Exchange Commission of Pakistan (SECP)
has issued a circular dated April 24, 2020 allowing Modarabas lo defer clients’ payment of principal on finance
obligations by one year and relaxing regulalory criteria for restructured/rescheduled finances for customers who

require relief beyond the extenslon of principal repayment for one year.

COVID 19 has impacted the financial sector in Pakistan from various facets which includes increase in overall credit
risk pertaining to loans and advances portfolio in certain sectors, reduced fee income due to slowdown in economic
aclivity, operational issues such as managing cyber security threat etc. We have discussed below the major aspects
of COVID 19 on the Modaraba'’s risk management policies.

Assets quality and credit risk

The Modaraba is regularly conducling assessments to Identify borrowers operating in various sectors which are
most likely to get affected. The Modaraba has further strengthened its credit review procedures in the light of COVID
19. The Modaraba has also reassessed ils portfolio as at March 31, 2020 and none of its customers required further
downgrading on a subjective basis as yet.

Liquidity management

Modaraba has received applications for deferral of principal and markup from cerlain customers and is expected lo
receive further such applications. In absence of any regulatory guidance from SECP, currently these applications are
belng reviewed by the modaraba as per its established policies and regulations. In case guidelines issued by SECP,
the above will have an impact on the maturity profile of the Modaraba as estimated previously. The Asset and Liabllity
Committee (ALCO) of the Modaraba is continuousty monitoring the liquidity position and s taking due precautionary
measures where needed. The Modaraba has conducted various stress testing on its liquidity ratios and is confident
that the liquidity buffer currently maintained by the Modaraba Is sufficlent to cater any adverse movement in cash flow
maturity profile.

Operations

The Modaraba is closely monitoring the situation and has invoked required actions to ensure safety and security of
Modaraba staff and an uninterrupted service to our customers. The senior management of the Modaraba is
continuously monitoring the situalion and is taking timely decisions to resolve any concerns. Business Continuity
Plans (BCP) for respeclive areas are in place and tested. The Modaraba has significantly enhanced monitoring for all
cyber securily risk during these times from its information security protocols. The remote work capabilities were
enabled for critical staff and related risk and control measures were assessed to make sure they are fully protected
using virtual private network ("VPN") connections. Further, the Modaraba has also ensured that its remole access
systems are sufficienlly resilient to any unwanted cyber attacks. the Modaraba continues to meet the expectations of
their clients as they would in a normal scenario.

FAIR VALUE OF FINANCIAL INSTRUMENTS

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 al the measurement date under current market condilions (i.e. an exit price) regardless
of whether thal price is directly observable or estimated using another valuation technique.

As per the requirements of the IFRS 13, the Modaraba shall classify fair value measurements using a fair value
hierarchy that reflects the significance of the inputs used in making the measurements. The fair value hierarchy has
the following levels: : . :
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- quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1);

- inputs other than quoted prices Included within level 1 that are observable for the asset or liability, either directly

(i.e., as prices) or indirectly (i.e., 'derived from prices) (level 2); and

- inputs for the assets or liability that are not based on observable market data (i.e. unobservable inpuls) (level 3).

As at March 31, 2020 and June 30, 2019, there were no financial instruments which were measured at fair values in

the financial statements.

The table below analyses financial instruments measured at the end of the reporling pericd (i.e. financlal assets
measured at fair value through profit or loss account (FVTPL), financial assets measured at fair value through other
comprehensive income (FVOCI), financial assels measured at amortised cost, financial liabilities measured at fair
value through profit or loss and those that are measured at amortised cost) by the level in the fair value hierarchy into

which the fair value measurement is categorised:

The table below analyses financial instruments measured at the end of the reporting period by the level in the fair
value hierarchy into which the fair value measurement is categorised:
Note As at March 31, 2020 (Unaudited)
Camrylng value Falrvalue
Flnancial assels| Other Financlal
atAmortised cosll  Liabiliias Yotal Level1 | Lovel2 | Leveid Total
(Rupees)
Financial assets not measured at falr value 19.2 :
Cash and bank balances 564,177,301 - 564,177,301 - - -
ljarah rentals receivable 139,651,005 - 139,661,005 -
Advances, deposits and other receivables 200,716,210 - 200,716,210 - - - -
Diminishing Musharka 2,991,784,503 - 2,991,784,503 - - - -
Net invesimenl in ljarah finance 370,000 - 370,000 - - - -
Total 3,896,699,019 3,896,699,019 - - - -
Flnanclai llabilitles not measured at falr value 192
Musharika temm finance - 1,238,557,652 1,238,557,652 - - - -
Securily deposits 636,153,161 638,153,161
Creditors, accrued and olher liabilities 330,264,946 330,264,946 - - - -
Redeemable capital 3,425,505,000 3,425,505,000 - - - -
Unclalmed profil dislribution 59,761,207 §9,761,207 - - -
Advance ljarah rentals received - 20,995,544 20,995 544 - -
Tofal 5,713,237,510 §5,713,237,510 - - - -
Note As at June 30, 2019 {audited)
Camying value Falrvalue
Financlal assets| Other FInancial
al Amortised cost]  Ulabliles Total Level1 | Level2 | -Leveld Total
- . {Rupeos)

Financial assats not measured at fair value 19.2
Cash and bank balances 432,292,749 - 432,292,749 - - -
ljarah rentals receivable 106,243,898 - 106,243,898
Advances, deposits and other receivables 171,391,283 - 171,391,283 - -
Diminishing Musharika 3,084,690,228 - 3,084,690,228
Nel Invesiment in ljarah finance 370,000 - 370,000 - - - -
Total 3,794,988,158 - 3,794,908,158 - - - -
Financlal llabliltles not measurad at falr value 19.2

Musharika term finance

1,933,671,877

1,933,671,877

Securily deposits 648,805,760 649,805,760

Credilors, accrued and other liabililies 326,527,757 326,527,757 - - -
Redeemable capital - 2,785,705,000 2,785,705,000 - -
Unclaimed profit distrbulion - 55,752,238 55,752,238 - - -

Advance l[arah rentals recelved 36,404,859 36,404,859

Total - 5786,867,491 5,786,867,491 - - - -
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These financial assets and liabilities are for short term or repriced over short term. Therefore their carrying amounts are
reasonable approximation of fair value.

SEGMENT INFORMATION

As per IFRS 8: "Operating Segments", operating segments are reported in a manner consistent with the internal
reporting used by the chief operating decision-maker. The Chief Executive Officer of the Management Company has
been identified as the chief operating decision-maker, who is responsible for allocating resources and assessing
performance of the operating segments.

The Chief Executive Officer is responsible for the Modaraba's entire product portfolio and considers the business to
have a single operaling segment. The Modaraba's asset allocation decislons are based on a single Iintegrated
investment strategy and the Modaraba's performance is evaluated on an overail basis.

The Internal reporting provided to the Chief Executive Officer for the Modaraba's assets, liabilities and performance is

prepared on a consistent basis with the measurement and recognition principles of approved accounting and reporting
standards as applicable in Pakistan.

The Modaraba is domiclled in Pakistan. All of the Modaraba's income is from investments in entities incorporated in
Pakistan.

The Modaraba has a diversified product portfolic whereby resources have been allocated.
CORRESPONDING FIGURES
Corresponding figures have been rearranged or reclassified wherever necessary for the purpose of comparison and
better presentation. There were no major reclassifications in these condensed interim financial staternents during the
current period.
DATE OF AUTHORISATION .

L7 AFR 2020

These condensed interim financial statements were authorised for issue on ..~ . by the Board of
Directors of the Management Company.

For ORIX Services Pakistan (Private) Limited
(Management Company of ORIX MODARABA)

SW Dire erector 0 Chief Financial C




