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Poage 4 PATTERN OF HOLDING OF CERTIFICATES
BY THE CERTIFICATE HOLDERS AS AT JUNE 30, 2016

/ Number of Certificate Holding Total \
Certificate Holders From To Certificates Held

1,856 1 100 103,203

1,033 101 500 261,531

1,104 501 1,000 758,604

723 1,001 5,000 1,628,302

167 5,001 10,000 1,300,095

65 10,001 15,000 856,790

30 15,001 20,000 550,745

17 20,001 25,000 389,759

21 25,001 30,000 581,665

7 30,001 35,000 232,970

7 35,001 40,000 257,780

6 40,001 45,000 249,950

12 45,001 50,000 589,148

9 50,001 55,000 470,810

8 55,001 60,000 462,372

2 60,001 65,000 122,550

4 65,001 70,000 263,620

1 70,001 75,000 74,100

5 75,001 80,000 388,950

2 80,001 85,000 165,334

4 90,001 95,000 369,541

3 95,001 100,000 300,000

2 100,001 105,000 203,456

1 105,001 110,000 107,200

2 110,001 115,000 224,440

2 115,001 120,000 234,042

1 120,001 125,000 123,000

1 125,001 130,000 128,875

1 130,001 135,000 134,660

2 135,001 140,000 275,500

3 145,001 150,000 446,356

1 150,001 155,000 152,812

1 155,001 160,000 159,516

2 160,001 165,000 325,125

1 165,001 170,000 167,000

1 170,001 175,000 171,630

1 185,001 190,000 187,500

1 190,001 195,000 191,195

3 195,001 200,000 198,194

3 200,001 205,000 608,762

1 205,001 210,000 205,994

1 220,001 225,000 221,500

1 225,001 230,000 227916

1 250,001 255,000 251,000

1 255,001 260,000 258,500

1 285,001 290,000 289,081

1 290,001 295,000 292,214

1 305,001 310,000 308,197

2 315,001 332,000 635,426

2 340,001 385,000 688,000

1 380,001 385,000 383,050

1 410,001 415,000 411,184

1 425,001 430,000 429,000

1 435,001 440,000 436,335

1 490,001 495,000 493,500

1 500,001 505,000 501,500

1 675,001 680,000 676,000

1 865,001 870,000 867,198

< 1 1,010,001 1015,000 1,014,038

om 1 1,115,001 1,120,000 1,116,000

< 1 1,125,001 1,130,000 1,130,000

14 1 1,320,001 1,325,000 1,321,804

< 1 1,425,001 1,143,000 1,426,000

a 1 1,435,001 1,440,000 1,436,000

O 1 2,255,001 2,260,000 2,257,500

E 1 2,249,001 2,250,000 2,500,000

> 1 3,095,001 3,100,000 3,100,000

- 1 3,575,001 3,580,000 3,579,697

5 1 5,240,001 5,245,000 5,244,000

O 1 5,925,001 5,930,000 5,925,784
L
[
(72}
14
LL

\JOTAL 5,147 52,440,000 )




PATTERN OF HOLDING OF CERTIFICATES
BY THE CERTIFICATE HOLDERS AS AT JUNE 30, 2016

/ Categories of Number of Certificates Percentage\
Certificate Holders Certificate Holders Held %
DIRECTORS, CEO & CHILDREN 11 706,245 1.35
ASSOCIATE COMPANIES 4 203,912 0.39
NIT & ICP 2 1,700 0.00
BANKS, DFI & NBFI 6 50,187 0.09
INSURANCE COMPANIES 5 3,580,909 6.82
MUTUAL FUNDS 1 50 0.00
GENERAL PUBLIC (LOCAL) 3,912 33,534,076 63.95
GENERAL PUBLIC (FOREIGN) 1,158 1,095,329 2.09
OTHERS 43 7,530,796 14.36
MANAGEMENT COMPANY 1 5,532,296 10.55
MODARABAS 4 204,500 0.40

\TOTAL 5,147 52,440,000 100 /

DIRECTORS, CEO AND OTHER SPOUSE AND MINOR CHILDREN

Zahid Bashir 19,500
Nazia Magbool 134,660
Ambreen Zahid Bashir 202,262

Nadeem Magbool 229,856

fj/)(lyﬁ/ 53




Page 6 STATEMENT OF COMPLIANCE WITH THE
CODE OF CORPORATE GOVERNANCE

The statement is being presented to comply with the Code of Corporate Governance (CCG) contained in Regulation 35 of Listing Regulations
of Pakistan Stock Exchange Limited for the purpose of establishing a framework of good governance, whereby a listed company is managed
in compliance with the best practice of corporate governance.

The Board of Directors of Premier Financial Services (Pvt) Ltd the manager of First Equity Modaraba (company) has applied the principles
contained in the CCG in the following manner:

1. Atpresent the board includes:

Category Names
Non-Executive Mr Zahid Bashir
Directors Mr Nadeem Magbool

Executive Directors | Mr Adil A Ghaffar

2. The directors have confirmed that none of them is serving as a director on more than seven listed companies, including this company
(excluding the listed subsidiaries of listed holding companies where applicable).

3. All the resident directors of the company are registered as taxpayers and none of them has defaulted in payment of any loan to a
banking company, a DFI or an NBFI or, being a member of a stock exchange, has been declared as a defaulter by that stock exchange.

4. During the year no casual vacancy occur in the board.

5 The company has prepared a “Code of Conduct” and has ensured that appropriate steps have been taken to disseminate it throughout
the company along with its supporting policies and procedures.

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

7. All the powers of the Board have been duly exercised and decisions on material transactions, including appointment and
determination of remuneration and terms and conditions of employment of the CEO, other executive and non-executive directors,
have been taken by the Board.

8. 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
and the Board met at least once in every quarter. Written notices of the Board meetings, along with agenda and working papers, were
circulated at least seven days before the meetings. The minutes of the meetings were appropriately recorded and circulated.

9. Two ofthe Board members are certified directors and one enjoys the exemption from certification.

10.  No appointment of CFO, Company Secretary and Head of Internal Audit, including their remuneration and terms and conditions of
employment was made during the year.

11. The directors' report for this year has been prepared in compliance with the requirements of the CCG and fully describes the salient

matters required to be disclosed.
12.  The financial statements of the Modaraba were duly endorsed by CEO and CFO before approval of the board.

13. The directors, CEO and executives do not hold any interest in the certificate of the Modaraba other than that disclosed in the pattern of
shareholding.

14.  The company has complied with all the corporate and financial reporting requirements of the CCG.

15. The Board has formed an Audit Committee. It comprises of non-executive members.

16. The meetings of the audit committee were held at least once every quarter prior to approval of interim and final results of the
Modaraba and as required by the CCG. The terms of reference of the committee have been formed and advised to the committee for
compliance.

17. The Board has formed an HR and Remuneration Committee. [t comprises non-executive and executive / CEO.

18.  The Board has set up an effective internal audit function that is considered suitably qualified and experienced for the purpose and is
conversant with the policies and procedures of the company.

19. The statutory auditors of the Modaraba have confirmed that they have been given a satisfactory rating under the quality control review

program of the ICAP, that they or any of the partners of the firm, their spouses and minor children do not hold shares of the 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.

20. The statutory auditors or the persons associated with them have not been appointed to provide other services except in accordance
with the listing regulations and the auditors have confirmed that they have observed IFAC guidelines in this regard.
21. The 'closed period', prior to the announcement of interim/final results, and business decisions, which may materially affect the market
price of Modaraba's securities, was determined and intimated to directors, employees and stock exchanges.
22.  Material/price sensitive information has been disseminated among all market participants at once through stock exchange(s).
23.  Weconfirm thatall other material principles enshrined in the CCG have been complied with except:
- induction of independent director in the board
- suitably qualified head of internal audit
- audit committee comprising of at least 3 members including an independent director
However, reasonable progress is being made by the company to seek compliance by the end of next accounting year.
On behalf of the Board
October 07, 2016 Adil A Ghaffar

FIRST EQUITY MODARABA

Karachi Chief Executive Officer



REPORT OF THE DIRECTORS OF THE Page 7
MODARABA COMPANY

The Directors of the Premier Financial Services (Private) Limited, the management company of the FIRST EQUITY MODARABA (FEM),
are pleased to present their report and audited financial statements of the Modaraba together with the consolidated financial statements of the
Modaraba and its wholly owned subsidiaries Equity Textiles Limited, Capital Financial Services (Pvt) Ltd and Apex Financial Services (Pvt)
Ltd, for the year ended June 30,2016.

Financial Results
The profit for the year amounted to Rs. 9.09 million as compared to Rs 11.40 million for the last year translated in an earning per certificate of
Rs. 0.173 as compared to Rs. 0.22 last year. Break-up value per certificate amounted to Rs. 11.93 against Rs. 12.03 last year.

Rupees
Income 30,364,140
Expenses
Operating Expenses (21,362,914)
Bank Charges (38,641)
(21,401,555)
Operating profit 8,862,585
OtherIncome 315,518
9,278,103
Provision for Worker Welfare Fund (185,562)
Profit for the year 9,092,541
Earning per Certificate 0.173
Dividend Distribution

The directors are pleased to announce cash dividend of Rs. 0.13 (1.3%) per certificate {2015: Rs. 0.17(1.70%)}in its meeting held on October
07,2016 for the year ended June 30,2016.
The Certificate Share Transfer Book for the entitlement of profit distribution will remain closed from Friday, November 18, 2016 to Tuesday,
November 29,2016 (both days inclusive)

Auditors Qualification

Auditors qualified their opinion based on non-compliance of certain international accounting standards relating to adjusting cost to fair value
of marketable securities and any profit / loss should be taken / charge to profit and loss account for the year. Our principal stand for not
accepting auditors' qualification was based on the fact that, firstly, we do not foresee that these impairments are of permanent nature. Secondly,
our Industry was established on the concept to distribute what it earns on yearly basis. Our regulators made it mandatory that to claim income
tax exemption modarabas have to distribute 90% of profit for the year in the form of cash dividend to certificate holders. Therefore, adjusting
cost to fair value would tantamount to distribution of either unrealized capital gain or recovery of cost.

The Auditors also qualified their report on valuation of Trading Right Entitlement Certificate (TREC) and shares of Karachi Stock Exchange
Ltd (KSEL) and Islamabad Stock Exchange Ltd (ISEL) now Pakistan Stock Exchange Limited, based on the Technical Opinion of Institute of
Chartered Accountants of Pakistan. We do not concur with the auditors' opinion. :

1. TREC was given notional value of Rs. 15 M and Rs. 4 M by KSEL and ISEL, respectively, for the purpose of Base Minimum Capital
in consultation with SECP;
2. Shares of PSX/ISLREIT

Pakistan Stock Exchange Ltd (PSX) {formerly Karachi Stock Exchange Ltd [KSEL]} founded in 1949 is the biggest and most liquid
exchange in Pakistan. It was declared the “Best Performing Stock Market of the World for the year 2002”. With more than 559 listed
companies, market capitalization of Rs 7.59 trillion and having listed capital of more than Rs. 1.289 trillion, average monthly
turnover of'4.62 billion shares. At the year end the KSE-100 Index was 37,784 points. Break-up value per share was Rs. 9.98 as per
the audited accounts of PSX for the year ended June 30, 2016;

ISE REIT Management Ltd (ISE-REIT) {formerly Islamabad Stock Exchange Ltd [ISEL]) incorporated in 1989 in Islamabad. ISE-
REITis anewly incorporated company as a result of demutulization of stock exchanges. ISE-REIT break-up value per share was Rs.
11.67 as per the audited accounts for the year ended June 30,2016.

Our Performance and Future Prospects

During the year stock market continued its bullish trend with some major fluctuation. Our performance despite restrictions on investments in
Shariah compliant scripts only, is cause for satisfactory.

ETL's book value decrease from Rs. 28.29 in June 30, 2015 to Rs. 25.06 in 2016. Due to crisis in the textile sector fall in demand and decrease
in the export orders, ETL sustain a loss of Rs (88.54) million as against profit of Rs 65.28 million last year with loss per share equal to Rs (3.54)
as compare to earning per share of Rs. 2.61.

During the year, the Registrar Modaraba granted permission for formation of two wholly owned subsidiaries for brokerage related business.
Two wholly owned subsidiaries are formed and transfer of assets and liabilities are under process.

As required under SCSAM, FEM's financial transactions were duly vetted and audited by the independent Shariah Advisor and his report is

annexed.




Page § REPORT OF THE DIRECTORS OF THE

FIRST EQUITY MODARABA

MODARABA COMPANY

Board of Directors

During the year under review, four board meeting were held and attend by the Directors as follows:-

Name of Board Members | Meetings Attended
1. | Mr. Zahid Bashir 4
2. | Mr. Nadeem Magbool 4
3. | Mr. Adil A. Ghaffar 4

Code of Corporate Governance

As stated in previous years Report that the Board has decided to adopt the code of corporate governance as issued by the Securities and
Exchange Commission of Pakistan and made part of listing regulation

All activities are conducted as per the listing regulations of the stock exchanges. Vision & Mission statements, Core values and Code of
Conduct have been prepared and approved by the Board and have been communicated to the employees. Significant policies as required under
the Code of Corporate Governance have been framed and are periodically reviewed by the Board.

Asrequired by the Code of Corporate Governance, Directors are pleased to report that:

a. The financial statements prepared by the management of the Modaraba present fairly its true state of affairs, the result of its
operations, cash flows and changes in equity;

b. Properbooks of accounts of the Modaraba have been maintained;

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

d. International Financial Reporting Standards (IFRS), as applicable in Pakistan, have been followed in the preparation of financial
statements and any departure there from has been adequately disclosed in the Annual Report.

e. The system of internal control is consistently applied though out the year and has been effectively implemented and monitored with
ongoing efforts to improve it further;

f. There is no doubt about the Modaraba's ability to continue as a going concern; and

g. There has been no material departure from the best practice of corporate governance as detailed in the listing regulation of the Stock
Exchange (s).

Pattern of Shareholding - annexed

Key Operating and Financial Data - annexed

Staff Retirement Benefits

The Modaraba's service rules provide an unfunded gratuity scheme for the permanent employees.
Auditors

The present auditors M/s Baker Tilly Mehmood Idrees Qamar, Chartered A ccountants have given their consent for reappointment. The Board
has recommended their name for the approval by the Registrar Modaraba.

Acknowledgement
We acknowledge hard work with full dedication of our employees and are thankful to our business associates, clients and financial institutions

for their confidence and support. We also appreciate the guidance and cooperation received from our regulators. They have our full support
and good wishes in their efforts at reforms.

On behalf of the Board

October 7, 2016 Adil A Ghaffar
Karachi Chief Executive Officer
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FIRST EQUITY MODARABA (FEM)
FOR THE YEAR ENDED JUNE 30, 2016

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.

I have conducted the Shari'ah review of First Equity Modaraba (FEM), managed by Premier Financial Services (Private) Limited, the
Modaraba Management Company for the year ended June 30, 2016 in accordance with the requirements of the Shari'ah Compliance and
Shari'ah Audit Mechanism (SCSAM) 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 major developments that took place during the year:

Training and Development:

Thekey staff of the FEM is fully equipped with Islamic finance tools and industry requirements through training. One of the key staff members
has attended the workshop during the period on “Practical Problems in [jarah & Diminishing Musharakah” organized by NBFI & Modaraba
Association of Pakistan.

iii. The agreements entered into by the Modaraba are Shari'ah compliant and the financing / facility 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 information provided to me 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 external auditors of the Modaraba after extensive testing have also not reported any diversion from the Shari'ah guideline.
vi. The earnings that have been realized from the sources or by means of prohibited by Shari'ah have been credited to charity accounts.
Charity:

The opening balance of charity was Rs 26,103 and an amount of Rs. 14,997 was further transferred to Charity account during the year. An
amount of Rs. 20,000 was paid on account of charity with the approval of Shari'ah Advisor. Rs 21,100 is payable at the reporting date.

Observations:

I have pointed out some issues to be settled in view of SECP Circular No. 8 0f 2012 dated 03-02-2012, whereby Shari'ah Compliance and Audit

Mechanism (SCSAM) was introduced.

With reference to the settlement of the issues:

1) Asregard to the investment in shares and securities, it has been confirmed that First Equity Modaraba has only Shari'ah Compliant
Shares in it's portfolio except the five Non Shari'ah Compliant Shares. One is divested and four have been not divested yet. The list of
the shares and the reason is mentioned as under:

S. No Non Shari'ah Compliant Shares Reason for holding Carrying value (Rupees)
1. First Dawood Mutual Fund Trading is suspended 209,141
2. Javed Omer Vohra & Co Trading is suspended 41,800
3. Dawood Income Fund Trading is suspended 847,188
4. Callmate Telips Business is in winding up process 1
5. TRG Pakistan Ltd Divested before the reporting date 2,885,300
at profit of Rs. 4673/- and the
same is credited to charity account

2) Ithas been observed that the Modaraba has not closed yet all its saving accounts at conventional banks. On my query, the
management confirmed that due to some regulatory issues, balance confirmation, their dormant in nature for over years and above
all non-cooperative attitude of respective banks, all accounts could not be closed. During the period major development has been
noticed that Modaraba has succeeded to close some saving accounts with a maximum sum and further applied for closure of accounts
to concerned banks and followed rigorously. Currently, the operation is suspended and the profit realized from saving accounts has
been credited to charity account. Furthermore, the balance in these accounts has been reduced from Rs. 311,027 to as low as Rs.

29,532.

Recommendations:

1) Remaining Non Shari'ah Compliant Shares should be disposed off as early as possible.

2) The saving accounts at conventional banks should be closed at earliest. Modaraba should follow up from the concerned banks time to
time for closure of accounts.

3) The charity amount should be fully distributed to the approved charitable organizations within the ideal time frame as specified in
SCSAM.

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




Poage 10 ANNUAL SHARI'AH REVIEW REPORT OF
FIRST EQUITY MODARABA (FEM)
FOR THE YEAR ENDED JUNE 30, 2016

Conclusion:
Based on the above mentioned facts, I am of the view that the business operations of First Equity Modaraba are Shari'ah compliant, to the
best of my knowledge.
May Allah make us successful in this world and hereafter and forgive our mistakes.
Mufti Abdul Qadir
Shari'ah Advisor

Dated: October 07, 2016

FIRST EQUITY MODARABA



REVIEW REPORT TO THE MEMBERS Poage 11
ON STATEMENT OF COMPLIANCE WITH
BEST PRACTICES OF CODE OF CORPORATE GOVERNANCE

We have reviewed the enclosed statement of compliance with the best practices contained in the Code of Corporate Governance
(the Code) prepared by the Board of Directors of Premier Financial Services (Private) Limited (the Management Company) for
the year ended June 30, 2016 to comply with the requirements contained in Rule 5.19 of Pakistan Stock Exchange where the
Company is listed.

The responsibility for compliance with the Code is that of the Board of Directors of the Management Company. Our responsibility
is to review, to the extent where such compliance can be objectively verified, whether the Statement of Compliance reflects the
status of the Modaraba's compliance with the provision of the Code and report if it does not and to highlight any non-compliance
with the requirements of the Code. 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 Code.

As a part of our audit of financial statements we are required to obtain an understanding of the accounting and internal control
system 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 risk and controls or to form an opinion on the effectiveness of such internal
controls, the Management Company's corporate governance procedures and risks.

The Code requires 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 distinguishing between
transactions carried out on terms equivalent to those that prevail in arm's length transactions and transactions which are not
executed at arm's length price and recording proper justification for using such alternate pricing mechanism. 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. We have not carried out any procedures to determine whether the related
party transactions were undertaken at arm's length price or not.

With the exception of non-compliance of matters described in paragraph no. 23 of the Statement of Compliance with the Code of
Corporate Governance, nothing has come to our attention which causes us to believe that the Statement of Compliance does not
appropriately reflect the Management Company’s compliance, in all material respects, with the best practices contained in the
Code as applicable to the Modaraba for the year June 30, 2016.

Engagement Partner: Muhammad Aqeel Ashraf Tabani
Karachi.
Dated: October 07,2016




Poage 12 AUDITORS' REPORT

FIRST EQUITY MODARABA

TO THE CERTIFICATE HOLDERS

We have audited the annexed balance sheet of FIRST EQUITY MODARABA (the Modaraba) as at June 30,2016 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 purposes of our audit.

These financial statements are the Modaraba Company's [Premier Financial Services (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 0f 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) Management of the Modaraba in the financial statements for the year ended June 30, 2013, had assigned values to
Trading Rights Entitlement Certificates (TREC) of Karachi Stock Exchange Limited (KSE) and Islamabad Stock
Exchange Limited (ISE) of Rs. 15 million and Rs. 4 million respectively that were based on the value assigned by KSE
and ISE for base minimum capital requirement purposes applicable to the brokers of the stock exchange and had
recognised 4,007,383 shares of KSE and 3,034,603 shares of ISE at their face values of Rs. 10/- each on exchange of
membership card thereby the Modaraba recognized gain of Rs. 36.369 million which, in our opinion, was not in
accordance with International Accounting Standards and technical opinion of The Institute of Chartered Accountants of
Pakistan (ICAP) issued in this respect.

(b) Modaraba has charged unrealised loss of Rs. 5.2 million, in respect of investment classified as financial asset at fair
value through profit and loss, in other comprehensive income instead of profit and loss account as required under IAS 39.
Had the Modaraba recognized the intangible asset and shares of KSE and ISE in accordance with the Technical Opinion
of ICAP, its equity, intangible asset and long term investments would have been lower by Rs. 36.369 million, Rs. 7.7
million and Rs. 28.6 million respectively and had the Modaraba charged the unrealized loss to the profit and loss account,
Its profit for the year would have been lower by Rs. 5.2 million.

(c) Except for the matter discussed in paragraph (a) and (b) above, in our opinion, proper books of accounts have been kept
by the Modaraba Company in respect of the Modaraba as required by the Modaraba Companies and Modaraba
(Floatation and Control) Ordinance, 1980 (XXXI of 1980), and the Modaraba Companies and Modaraba Rules, 1981;

(d) Except for the matter discussed in paragraph (a) and (b) above, in our opinion:

(1) 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 accounts and are further in agreement
with accounting policies consistently applied;

(i1) the expenditure incurred during the year was for the purpose of the Modaraba's business; and

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

(e) Except for the matter discussed in paragraph (a) and (b) above, in our opinion and to the best of our information and according to the
explanations given to us, the balance sheet, profit and loss account, statement of comprehensive income, cash flow statement and
statement of changes in equity together with the notes forming part thereof confirm with the approved accounting standards as
applicable in Pakistan and give the information required by the Modabara Companies and Modaraba (Floatation and Control)
Ordinance, 1980 (XXXI 0f 1980), and the Modaraba Companies and Modaraba Rules, 1981, in the manner so required and
respectively give a true and fair view of the state of Modaraba's affairs as at June 30,2016 and of'its profit, its total comprehensive
Income, its cash flows and changes in equity for the year then ended;

(f) In our opinion, no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (X VIII of 1980).

The company’s financials for the year ended June 30,2015 were audited by Avais Hyder Liaquat Nauman, Chartered Accountants, whose report
dated October 08,2015 expressed a qualified opinion thereon.

Engagement Partner: Muhammad Aqgeel Ashraf Tabani
Karachi.
Dated: October 07,2016



BALANCE SHEET Piage 13
AS AT JUNE 30, 2016
2016 2015
Note Rupees Rupees
Squaty & Liabitit
Cappital and reserves
Authorized Certificate Capital
60,000,000 (2015: 60,000,000) modaraba
certificates of Rs. 10 each 600,000,000 600,000,000
Certificate holders' equity
Certificate capital 6 524,400,000 524,400,000
Reserves 7 126,611,137 126,433,396
Remeasurement of defined benefit liability - Actuarial gain 358,832 91,191
Unrealised loss on remeasurment of investments (25,645,604) (20,170,414)
Sotal corlificates holders' equity 625,724,365 630,754,173
Non-current liabilities
Deferred liabilities 8 2,934,768 2,655,483
Security deposit 200,000 200,000
Sotal non-current liabilities 3,134,768 2,855,483
Clorvent liabilities
Creditors, accrued and other liabilities 9 7,740,174 24,378,894
Unclaimed profit distribution 27,844,960 27,618,316
Shtal current liabilities 35,585,134 51,997,210
Sotal equity and liabilit 664,444,267 685,606,866




Page 114 BALANCE SHEET
AS AT JUNE 30, 2016
2016 2015
Note Rupees Rupees
CHbssets
HNon- %JWWC'%MW}
Fixed assets
-tangible 11 14,529,146 15,426,202
-intangible 12 19,000,000 19,000,000

Investment property 13 1,831,667 1,951,667
Long term investments 14 325,797,990 326,007,730
Advances-considered good 2,510,000 2,510,000
Deposits 1,250,000 1,150,000
Sotal KNon- Current Cobsets 364,918,803 366,045,599
%?IMW‘M&/%M
Morabaha/Musharaka receivables-secured 15 140,333,175 153,003,609
Short term investments 16 101,100,114 97,882,927
Advances 17 2,320,247 3,525,359
Trade deposits and prepayments 18 15,263,695 15,027,294
Other receivables 19 22,238,237 25,221,998
Tax refunds due from government 7,480,386 4,614,680
Bank balances 20 10,789,610 20,285,400
Sotal Current Cobuels 299,525,464 319,561,267

<

O Sttt et 664,444,267 685,606,866
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8 The annexed notes 1 to 37 form an integral part of these financial statements.
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PROFIT AND LOSS ACCOUNT Piage 15
FOR THE YEAR ENDED JUNE 30, 2016
2016 2015
Note Rupees Rupees
Income 21 30,364,140 34,252,047
Expenditure
Operating expenses 22 (21,362,914) (21,538.,416)
Financial charges 23 (38,641) (2,688)
(21,401,555) (21,541,104)
Operating profit 8,962,585 12,710,943
Other income 24 315,518 431,953
9,278,103 13,142,896
Management remuneration - (1,314,288)
Service Sales Tax on management remuneration - (197,143)
9,278,103 11,631,465
Worker Welfare Fund (185,562) (232,629)
Profit before taxation 9,092,541 11,398,836
Taxation 25 - -
Profit for the year 9,092,541 11,398,836
Earnings per certificate - Basic & Diluted 26 0.17 0.22
The annexed notes 1 to 37 form an integral part of these financial statements.
Adil A. Ghaffar Zahid Bashir Nadeem Magbool
Chief Executive Officer Director Director

Premier Financial
Services (Private) Limited

Premier Financial
Services (Private) Limited

Premier Financial
Services (Private) Limited
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STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED JUNE 30, 2016

Premier Financial Premier Financial

Services (Private) Limited Services (Private) Limited

Premier Financial

2016 2015
Rupees Rupees
Profit for the year 9,092,541 11,398,836
Other comprehensive income
Items that will be reclassified to profit & loss account on disposal
Unrealized loss on remeasurement of investments (12,960,836) (15,099,567)
Gain realized on disposal of investments 7,485,646 8,079,120
(5,475,190) (7,020,447)

Items that will not be reclassified to profit & loss account
Remeasurement of defined benefit liability 267,641 (724,054)
Other comprehensive loss (5,207,549) (7,744,501)
Total comprehensive income for the year 3,884,992 3,654,335
The annexed notes 1 to 37 form an integral part of these financial statements.
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CASH FLOW STATEMENT Piage 17
FOR THE YEAR ENDED JUNE 30, 2016
2016 2015
Note Rupees Rupees
Cash generated from operating activities
Profit before taxation 9,092,541 11,398,836
Adjustments for:
Depreciation 11 1,960,327 1,680,912
Provision for gratuity 8 546,925 375,174
Gain / (Loss) on sale of fixed asset (4,492) 13,303
Dividend income 21 (5,174,167) (4,185,556)
(2,671,407) (2,116,167)
Cash generated from operations before working capital changes 6,421,134 9,282,669
Working Capital changes
Decrease/(increase) in operating assets
Morabaha/Musharaka receivables-secured 12,670,434 6,316,388
Advances 124,728 50,573
Trade deposits and prepayments (236,401) (45,376)
Other receivables 2,837,119 (529,265)
(Decrease) / increase in operating liabilities
Creditors, accrued and other liabilities (16,638,720) 12,518,736
(1,242,840) 18,311,556
Dividend paid (8,688,156) (18,013,452)
Taxes paid (1,785,322) (2,865,076)
Net cash generated from operating activities (5,295,184) 6,715,697
Cash flows from investing activities
Investments (8,482,637) 872,869
Long term deposits (100,000) -
Dividend received 5,320,810 4,035,138
Purchase of tangible assets (943,279) (1,227,800)
Sale proceeds on disposal of disposal tangible assets 4,500 -
Net cash generated from / (used in) investing activities (4,200,606) 3,680,207
Net (decrease) / increase in cash and cash equivalents (9,495,790) 10,395,904
Cash and cash equivalents at beginning of the year 20,285,400 9,889,496
Cash and cash equivalents at the end of the year 20 10,789,610 20,285,400
The annexed notes 1 to 37 form an integral part of these financial statements.
Adil A. Ghaffar Zahid Bashir Nadeem Magbool
Chief Executive Officer Director Director

Premier Financial
Services (Private) Limited

Premier Financial
Services (Private) Limited

Premier Financial
Services (Private) Limited



B
s = E
s d es3 S g -
JUSWAIe)S [eIoURULJ 9SAY) JO JIed [eIdajul ue WLIO) /¢ 0] | S9J0U paxauue ay S =I
S g g 2
*9AI9S91 A10IN7EIS O 0] paIdfsuer) 9q 03 pasnbai st syjoad xe) 1938 oy = m ﬁ .m
JO 946 ueyp SS9 J0u wins & ‘Jeyjeasay [ ‘[endes dn-pred oy sjenba spunj aAIosa1 oY) [1IUN 9AIISAI AI0INJEIS 0] S)1joId Xe) Ja3Je SI1 JO 040G Uy} dIowW m A 2 mﬂ\
- 10U pue 9,()Z UBY} SSI[ JOU JUNOWE Uk JoJsuel) 0} paJinbai s1 eqelepojA 2y} ‘seqelepoly J10J suone[n3ay] [enuapnid aY) Yiim oouBpIOdde. U] 4 m m @
= O
= Z ~ 2
m M SOEFTL'STY (FO9'SHY'ST)  TE8'8SE  LEI'TI9'9TI (£98°80I°F8T) 000°0TILT  000°00I'IEL 000°00STST 000°00¥'FTS  9T0OT ‘0€ dUN( & Sk ddUE[EY 5]
o~ 951
Q - - - - - 90°v98°1) - - 9v0198°T - OAJ9SaI AIBINIE]S 0} JOJSURI],
S
M g (008'716°8) - - (008'716'8) (0081168 - - - - uonnqrysip 3yoId
= .
- Z (6v<°L0T'S)  (061°SLY'S)  1+9°L9T - - - - - - 1eak au 1oy -
2] 2
= m awodul dAISUdYIdwo)) Y10 — m
O 2 1¥5260°6 - - 17ST60°6  1S°T60°6 - - - - Teak ayy 10§ 1101 3= 2 -
4 = G 5 £
m o ELIFSL0E9 (PIPOLI0T) 16116  96E°CEY9TI (8SSTTHT8I) 000°0TI'LT  000°00I'TEL ¥S6°SE9°0ST 000°00¥+¢S  SI10T “0€ dunf Je se douefegq s 8 iF m
o] .-
el
&) M - - (L9L'6LTD) - - L9L6LTT - dA19531 AIRInye)s 0) Jajsue], = m m )
<
wn
W a7 (000°599°61) - - (000°599°61) (000°599°61) - - - - uonnqLIsip 1ol N % 3
. >
ot M (tosvvL'L)  (Lvv0To'L)  (#SOvTL) - - - - - - Teaf oy 10J 5
N
m Y owooul dAIsudyasdwo) 1yI0
M m 9€8'86€11 - - 9€8°86E° 11 9€8°86€11 - - - - 1834 oY) J0J 11j0Ig
m = 8E8VILOY9 (L96'6VIET)  SKPTSI8  09S°669FEl (LT99LSTLI) 000°0TI'LT 000001 TEL L81°9SE'8YT 000°00v'¥CS 10T ‘0€ dunf Je se aouefeq . =
0]
A R [elor, SJUUNSIAUL | (yiiqery SIAIISNY N | JAIISIY JunodE | . ARSI | [ende) 59 _ =
= O des .10} Nnyaudq &0, paenundy | [eRudy | wniwaad | Lroymes | syeaygnae) 5 g .= £
N = Jlqe[ieAe Jo 18IS : = O 24
juows | PAUydPp Jo 1BIYNID) S0 53
-INSEIWAL | JUIWAI 5 g i m
uo Sso| ~INSLIWNY A w 5 =
pazieaauy) - % =&
S H m @
SIAIISAY <% £ 2
5 Z
7

7
(

Vavidvdo ALIND3 LsHId



NOTES TO THE FINANCIAL STATEMENTS Prage 19
FOR THE YEAR ENDED JUNE 30, 2016

1. Legal Status and nature of business:
First Equity Modaraba (the Modaraba) was formed in 1991 under the Modaraba Companies and Modaraba (Floatation and
Control) Ordinance, 1980 and the Rules framed there under and is managed by Premier Financial Services (Private) Limited (the
Modaraba Management Company), acompany incorporated in Pakistan.
The Modaraba is a perpetual, multipurpose modaraba and is able to undertake a variety of fund and fee based activities. These
include trading, manufacturing, equity investment and their financing and facilitation. The Modaraba is a trading right
Entitlement Certificate holder of Pakistan Stock Exchange Ltd. and is currently operating its brokerage activities in Karachi.
The Modaraba is listed on Karachi, Lahore and Islamabad Stock Exchanges. The registered office of the Modaraba is situated at B-
1004, 10th floor, Lakson Square Building 3, Sarwar Shaheed Road, Karachi. The Modaraba has the following wholly owned
subsidiary companies:
- Equity Textiles Limited
- Capital Financial Services (Private) Limited
- Apex Financial Services (Private) Limited

2. Statement of Compliance:

2.1 These financial statements have been prepared in accordance with approved accounting standards as applicable in Pakistan.
Approved accounting standards comprise of such International Financial Reporting Standards (IFRS) issued by the International
Accounting Standards Board as are notified under the Companies Ordinance, 1984, the requirements of the Modaraba Companies
and Modaraba (Floatation and Control) Ordinance, 1980, Modaraba Companies and Modaraba Rules, 1981 and directives issued by
the Securities and Exchange Commission of Pakistan (SECP). Wherever the requirements of the Modaraba Companies and
Modaraba (Floatation and Control) Ordinance, 1980, Modaraba Companies and Modaraba Rules, 1981 and directives issued by
SECP differ with the requirements of IFRS, the requirements of the Modaraba Companies and Modaraba (Floatation and Control)
Ordinance, 1980, Modaraba Companies and Modaraba Rules, 1981 or the directives issued by SECP prevail.

2.2 The Securities and Exchange Commission of Pakistan (SECP) has issued directive (vide SRO 865 (1) / 2005) that Islamic Financial
Accounting Standard 1 (IFAS-1) shall be followed in preparation of the financial statement by Companies and Modarabas while
accounting for Morabaha transactions as defined by said Standard. The Modaraba has adopted the above said Standard.

2.3 The Securities and Exchange Commission of Pakistan (SECP) has issued directive (vide SRO 431 (1) / 2007) that Islamic Financial
Accounting Standard 2 (IFAS-2) shall be followed in preparation of the financial statement by Companies and Modarabas while
accounting for [jarah (Lease) transactions as defined by said Standard. The Modaraba has adopted the above said Standard.

2.4 New or revised standards, amendments and interpretations to published approved accounting standards that are effective
and relevant

Following amendments to existing standards and interpretations have been published and are mandatory for accounting periods
beginning on January 1,2015 and are considered to be relevant to the Company’s operations:

IFRS 12, ‘Disclosures of interests in other entities’ includes the disclosure requirements for all forms of interests in other entities,
including joint arrangements, associates, structured entities and other off balance sheet vehicles. The standard will affect the
disclosures in the financial statements of the Company.

IFRS 13, ‘Fair value measurement’, aims to improve consistency and reduce complexity by providing a precise definition of fair
value and a single source of fair value measurement and disclosure requirements for use across IFRSs. The requirements do not
extend the use of fair value accounting but provide guidance on how it should be applied where its use is already required or permitted
by other standards within IFRSs. The standard will affect the determination of fair value and its related disclosures in the financial
statements of the Company.

New or revised standards, amendments and interpretations to published approved accounting standards that are effective
butnotrelevant

The new standards, amendments and interpretations that are mandatory for accounting periods beginning on or after January 1, 2015
are considered not to be relevant to Company’s financial statements and hence have not been detailed here.

New or revised standards, amendments and interpretations to published approved accounting standards that are not yet
effective

New standards, amendments and interpretations that are mandatory for accounting periods beginning on or after January 1, 2016 are
not yet effective and hence have not been detailed here. ‘ I .
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2016

Basis of measurement

These financial statements have been prepared under the historical cost convention except for certain financial assets which are stated
at fair value.

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

Use of estimates

The preparation of financial statements in conformity with approved accounting standards requires the use of certain critical
accounting estimates. It also requires management to exercise its judgment in the process of applying the Modaraba's accounting
policies. Estimates and judgments are continually evaluated and are based on historical experience, including expectations of future
events that are believed to be reasonable under circumstances. However, assumptions and judgments made by management in the
application of accounting policies that have significant effect on the financial statements are not expected to result in material
adjustment to the carrying amounts of assets and liabilities in the next year. 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
a) Useful life of depreciable assets/amortizable assets 5.1&5.2
b) Impairment of assets 5.1.1,52&5.3.1
c) Classification of investments 54
d) Income tax 5.6
e) Provision for staff gratuity 5.8
f) Provision for non performing assets 5.12

Significant accounting policies
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 otherwise stated.

Fixed assets

Tangible
Fixed assets are stated at cost less accumulated depreciation and identified impairment loss, if any.

Depreciation is charged to income applying the straight line method whereby the depreciable amount of an asset is written off over its
estimated useful life. Depreciation is charged at rates stated in note 11.

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 and adjusted, if appropriate, at each balance sheet date.

Maintenance and normal repairs are charged to income as and when incurred. Major renewals and improvements are capitalized.
Expenditure incurred subsequent to the initial acquisition of assets are capitalised only when it meets the recognition criteria. 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.

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

Intangible
Intangible assets are stated at cost less impairment, if any. The carrying amount is reviewed at each balance sheet date to assess

whether it is in excess of its recoverable amount and where the carrying value exceeds estimated recoverable amount, it is written
down to its estimated recoverable amount.

Investment property

Property held to earn rentals or for capital appreciation or for both is classified as investment property. The investment property of the
Modaraba comprises of office premises and is valued using the cost method i.e.at cost less any accumulated depreciation and any
identified impairment loss.
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NOTES TO THE FINANCIAL STATEMENTS Pruge 21
FOR THE YEAR ENDED JUNE 30, 2016

Depreciation on office premises is charged to profit and loss account on the straight line method so as to write off the depreciable
amount of office premises over its estimated useful life at the rate defined in note no 13. Depreciation on additions to investment
property is charged from the month in which a property is acquired or capitalized while no depreciation is charged for the month in
which the property is disposed off.

The Modaraba assesses at each balance sheet date whether there is any indication that investment property may be impaired. If such
indication exists, the carrying amounts of such assets are reviewed to assess whether they are recorded in excess of their recoverable
amount. Where carrying amounts exceed the respective recoverable amount, assets are written down to their recoverable amount and
the resulting impairment loss is recognised 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 recognised, the depreciation charge is adjusted in the future periods to
allocate the asset’s revised carrying amount over its estimated useful life.

The gain or loss on disposal or retirement of an asset represented by the difference between the sale proceeds and the carrying amount
of'the assetisrecognised as an income or expense

Deferred cost and amortization
The deferred cost is written off over a period not exceeding five years in accordance with the requirements of third schedule of
Modaraba Companies and Modaraba Rules, 1981.

Financial instruments
Financial assets and financial liabilities are recognised when the Modaraba becomes a party to the contractual provisions of the
financial instrument.

Initial recognition
Financial assets and financial liabilities are measured initially at fair value plus transaction costs, except for financial assets and

financial liabilities carried at fair value through profit or loss, which are measured initially at fair value.
Allregular way of purchases and sale of financial instruments are recognized/derecognized on the trade date.

Subsequent measurement
Financial assets and financial liabilities are measured subsequently as described below.

Financial assets

For the purpose of subsequent measurement, financial assets are classified into the following categories upon initial recognition:
-loans and receivables;

- financial assets at fair value through profit or loss;

-available-for-sale financial assets; and

- held to maturity (the Modaraba does not have any such investments).

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market.
Following financial assets fall into this category of financial instruments:

- Deposits

- Advances

- Other receivables

- Cash and cash equivalents

Financial assets at fair value through profit or loss

Investments which are acquired principally for the purposes of generating profit from short term fluctuation in price or are part of the
portfolio in which there is recent actual pattern of short term profit taking are classified as 'financial assets at fair value through profit
orloss.

Financial assets in this category are measured at fair value with gains or losses recognised in profit and loss account. These
investments are marked to market and are carried on the balance sheet at fair value. Net gains and losses arising on changes in fair
value of these investments are taken to the profit and loss account for the year.

Available for sale financial assets
Investments intended to be held for indefinite period of time, which may be sold in response to needs for liquidity or changes in equity
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2016

prices, are classified as 'available for sale financial assets'. Available-for-sale financial assets are those non-derivative financial assets
that are designated as available-for-sale financial assets or are not classified as (a) loans and receivables (b) held to maturity
investments (c) financial assets at fair value through profit or loss. Subsequent to initial recognition these investments are marked to
market using the closing market rate and are carried on the balance sheet at fair value. Surplus/Deficit arising from re-measurement are
taken to comprehensive income until the investments are sold/disposed-off or untill the investments are determined to be impaired, at
which time, cumulative surplus or deficit previously reported in the comprehensive income is included in the current year's profit and
loss account

Investments in equity instruments that do not have a quoted market price in an active market and whose fair value can not be reliably
measured are measured at cost or fair value

Impairment of financial assets
A financial asset is assessed at each reporting date to determine whether there is any objective evidence that it is impaired. A financial

asset is considered to be impaired if objective evidence indicates that one or more events have had a negative effect on the estimated
future cash flows of that asset. Musharika and Morabaha receivables considered doubtful are provided for in accordance with the
requirements of the Prudential Regulations for Modarabas.

An impairment loss on available for sale financial asset -equity instruments is reversed only on the disposal of financial asset. Reversal
of provision on musharika and morabaha receivables are reversed in accordance with Prudential Regulations for Modarabas.

Derecognition of financial assets
These are derecognised when the contractual rights to the cash flows from the financial assets expire, or when the financial asset and all

substantial risks and rewards are transferred.

Financial liabilities
The Modaraba's financial liabilities include unclaimed profit distribution, creditors, accrued expenses and other liabilities.

Derecognition of financial liabilities
These are derecognised when they are extinguished, discharged, cancelled or expired.

Investment in subsidiary

Investment in subsidiary is initially recognized at cost. At subsequent reporting dates, the recoverable amounts are estimated to
determine the extent of impairment losses, if any, and carrying amounts of investments are adjusted accordingly. Impairment losses are
recognized as expense. Where impairment losses subsequently reverse, the carrying amounts of the investments are increased to the
revised recoverable amounts but limited to the extent of initial cost of investments. A reversal of impairment loss is recognized in the
profit and loss account.

Revenue recognition

a) Income from Morabaha/Musharaka transactions is recognized on the basis of pro-rata accrual of the estimated profit earned during
the year.

b) Dividend income is recognized when the right to receive dividend is established.

c¢) Brokerage commission and fee income is recognized when accrued.

d) Profiton PLS deposits is recognized on an accrual basis.

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

Taxation

Current

The charge for taxation is based on taxable income at current rates of taxation after taking into account tax credits and tax rebates
available, if any or minimum tax under the provisions of the Income Tax Ordinance, 2001. For items covered under final tax regime,
provision is made according to the final tax rate provided in the Income Tax Ordinance, 2001. The income of Modaraba other than
trading income is exempt from tax under Clause 100 of Part I of the Second Schedule to the Income Tax Ordinance, 2001. Provided that
not less than 90% of its total profits in the year as reduced by the amount transferred to a mandatory reserve, as required under the
provisions of the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980 or the rules made thereunder, as are
distributed amongst the certificate holders.

Deferred

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 for all deductible temporary differences and carry
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Forward of unused tax losses, if any, to the extent that future taxable profits will be available against which the deductible temporary
differences can be utilised. Deferred tax assets are reduced to the extent that is no longer probable that the related tax benefit will be
realised.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset is
realized or the liability is settled, based on tax rates that have been enacted or substantively enacted at the balance sheet date.

However, deferred tax is not accounted for as the management believes that the temporary differences will not reverse in the
foreseeable future.

Foreign currency translation

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 included in income currently.

Retirement benefits

The Modaraba operates an Unfunded Gratuity for its permanent employees who complete the qualifying period of service. Provision
has been made in accordance with actuarial recommendations using the Projected Unit Credit Method. The results of current
valuation are summarized in Note 8. Actuarial gains /losses are recognized over the average lives of the employees.

Offsetting of financial assets and financial liabilities

A financial asset and 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.

Provisions

Provisions are recognized in the balance sheet when the Modaraba has a legal or constructive obligation as a result of past event and it
is probable that an outflow of resources embodying economic benefit will be required to settle the obligation and reliable estimate can
be made of the amount of the obligation.

Profit distribution to certificates holders
Profitdistribution to certificate holders is recognized as liability in the period in which such distribution is announced.

Impairment

The carrying amount of Modaraba's assets are reviewed at each balance sheet date to determine whether there is any indication of
impairment. If any such indication exists, the assets recoverable amount is estimated and impaired losses are recognized in the profit
and loss account.

Segment reporting

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
the following four operating segments:

- Musharakabh facility

- Brokerage Operation

- Capital Market

- Others

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

Related party transactions
Alltransactions with related party, if any, are recorded at an arm's length basis.

Cash and cash equivalents
For the purposes of cash flow statement, Cash and cash equivalents comprise cash in hand and cash with banks.
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5.16  Functional and reporting currency
Items include in the financial statements are measured using the currency of primary economic environment in which the Modaraba
operates. The financial statements are presented in Pakistani Rupees, which is the Modaraba's functional and presentation currency.

5.17  Capital Risk Management
The Modaraba's objective when managing capital is to safe guard the Modaraba's ability to continue as a going concern so that it can
provide returns for certificate holders and benefits for other stakeholders and to maintain a strong capital base to support the sustained
development of its businesses.

The Modaraba manages its capital structure by monitoring return on net assets and makes adjustments to it in the light of changes in
economic conditions. In order to maintain or adjust the capital structure, the Modaraba may adjust the amount of dividend paid to

certificate holders or issue new certificates.

6. Certificate capital

2015 2016 2016 2015
No of No of
Certificates  Certificates Rupees Rupees
46,220,000 46,220,000 Modaraba certificates of Rs. 10 each fully paid-up in cash 462,200,000 462,200,000
Modaraba certificates of Rs. 10 each issued as fully paid-up
6,220,000 6,220,000  bonus certificates 62,200,000 62,200,000
52,440,000 52,440,000 524,400,000 524,400,000

6.1  Certificates held by management company 5,532,296 (2015: 5,532,296).
Certificates held by associated companies and undertakings 4,972,475 (2015: 1,126,412).

7. Reserves

Capital Reserves Revenue Reserves
Certificate Total Total Total Total

Statutory premium Capital |Accumulated| General Revenue Reserves Reserves

Reserve * account Reserve Loss Reserve Reserves 2016 2015
Opening balance 150,635,954 131,100,000 281,735,954 (182,422,558) 27,120,000 (155,302,558) 126,433,396 134,699,560
Transfer from Profit & Loss
Account - - - 9,092,541 - (9,092,541) 9,092,541 11,398,836
Dividends paid - - - (8,914,800) - (8,914,800)  (8,914,800)  (19,665,000)
Transfer to statutary reserve 1,864,046 - 1,864,046  (1,864,046) - (1,864,046) - -
Closing balance 152,500,000 131,100,000 283,600,000 (184,108,863) 27,120,000 (156,988,863) 126,611,137 126,433,396

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 certificate capital. Thereafter, a sum not
less than 5% of the after tax profits is required to be transferred to the statutory reserve.

Note 2016 2015
Rupees Rupees
8. Deferred liability
Staff gratuity 8.1 2,934,768 2,655,483
2,934,768 2,655,483

8.1 General description
Employees, after completion of one year of service, shall be entitled for gratuity on leaving the company’s employment. Gratuity shall
be paid on the basis of one month’s last drawn monthly gross salary for each completed year of service.

Annual provision is based on actuarial valuation, which was carried out as at June 30,2016 on October 3, 2016 using the Projected Unit
Method.
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Note 2016 2015
Rupees Rupees
Amount recognized in the balance sheet are as follows:
Present value of defined benefit obligation 2,934,768 2,655,483
Fair value of plan assets - -
Total defined benefit 2,934,768 2,655,483
Movement in defined benefit obligation
Opening balance 2,655,484 1,556,255
Charged for the define benefit plan
Current service cost 288,015 168,971
Net interest 258,910 206,204
546,925 375,175
Remeasurement of defined benefit liability
Dueto financial assumptions - 341,123
Due to experience adjustments (267,641 382,931
(267,641) 724,054
Closing balance 2,934,768 2,655,484
Actuarial assumptions Rate per annum
Valuation discount rate 7.25% 9.75%
Salary increase rate -Short term (period of next one year) 7.25% 9.78%
Salary increase rate- long term 7.25% 9.75%

Sensitivity analysis of principal assumptions

Impact on obligation of change in assumptions

Change in Increasein  Decrease in
assumption obligation obligation
Discountrate 1% 2,713,084 3,178,525
Salary Increase rate 1% 3,190,938 2,698,426
Withdrawal rate 10% 2,934,768 2,934,768
Mortality Age 1 year 2,934,768 2,934,768
Expected maturity analysis of undiscounted defined obligation for the gratuity scheme is as follows:
At at June 30, 2016 Year 1 Year 2 Year 3 Year 4 Year 5 Over 5 years
Gratuity 43,114 144,625 40,319 180,944 41,537 4,934,095

Following risks are associated with Defined benefit plans:

Longevity risks: The risk arises when the actual lifetime of retirees in longer than expectation. This risk is measured at the plan level

over the entire retiree population.

Salary increase risk: The most common type of retirement benefit is one where the benefit is linked with the final salary. The risk
arises when the actual increases are higher than expectation and impacts the liability accordingly.
Withdrawal risk: The risk of actual withdrawals varying with the actuarial assumptions can impose a risk to the benefit obligation.

The movement of liability can go either way.

The disclosure made in notes 8.5 to 8.7 are based on the information included in the actuarial valuation report of the Modaraba as of

June 30,2016.

Creditors, accrued and other liabilities

Payable to clients 9.1 1,007,564 16,277,252
Accrued expenses 9.2 3,755,050 3,242,302
Charity payable 21,100 26,103
Other liabilities 2,956,460 4,833,237
7,740,174 24,378,894
Charity Payable - reconcilation
Opening balance 26,103 255,420
Addition 14,997 37,517
Disbursements (20,000) (266,834)
Closing balance 21,100 26,103

Other liabilities includeRs 2,361,006 (2015 :Rs4,829,780) payable to Premier Financial Services (Private) Limited.
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Contingencies and commitments

Modaraba has filed a suit against Samba Bank Ltd for the recovery of deposit amounting to Rs 21 million alongwith mark up. The
matter is pending before the Honourable High Court of Sindh. Management of the Modaraba and its legal advisor are of the opinion that
Modaraba has reasonable chance and it appear unlikely that Modaraba may suffer any loss from the same.

Tangible
2016
Cost Accumulated Depreciation Rate
Charged
Particulars during the Book Value
As at Addition / As at As at year / As at as at
July 01, | (Deletion)/ | June 30, July 01, | *Transfer/ | june 30, June 30,
2015 * Transfer 2016 2015 Disposal 2016 2016 %
Office premises 20,804,134 776,160 21,580,294 7,315,466 1,059,611 8,375,077 13,205,217 5
Furniture & fixtures 196,509 - 196,509 196,500 - 196,500 9 20
Motor vehicles 5,559,438 - 5,559,438 4,033,099 594,621 4,627,720 931,718 20
Computers 627,015 83,249 554,189 523,622 72,332 439,886 114,303 33
(156,075) (156,068)
Office Equipments 1,116,185 83,870 1,043,725 808,392 133,763 765,826 277,899 20
(156,330) (156,329)
2016 28,303,281 943,279 28,934,155 12,877,079 1,840,327 14,405,009 14,529,146
(312,405) (312,397)
2015
Cost Accumulated Depreciation Rate
Charged
Particulars during the Book Value
As at Addition / As at As at year / As at as at
July 01, (Deletion) / | June 30, July 01, *Tl:ansfer / June 30, June 30,
2014 * Transfer 2015 2014 Disposal 2015 2015 %
Office premises 20,804,134 - 20,804,134 6,275,259 1,040,207 7,315,466 13,488,668 5
Furniture & fixtures 196,509 - 196,509 196,500 - 196,500 9 20
Motor vehicles 4,535,438 1,024,000 5,559,438 3,626,211 406,888 4,033,099 1,526,339 20
Computers 652,055 82,300 627,015 598,069 32,890 523,622 103,393 33
(107,340) (107,337)
Office Equipments 1,055,685 121,500 1,116,185 770,165 83,001 808,392 307,793 20
(61,000) (44,774)
2015 27,243,821 1,227,800 28,303,281 11,466,204 1,562,986 12,877,079 15,426,202
(168,340) (152,111)
Note 2016 2015
Rupees Rupees
Intangible
Trading Right Entitled Certificate 12.1 & 12.2 19,000,000 19,000,000
19,000,000 19,000,000

This represents Trading Right Entitlment certificates (TREC) of Pakistan Stock Exchange Limited.

In Stock Exchange (Corporatization, Demutualization and Integration) Act 2012 the prerequsite for TREC holder to register as Broker
should be a company as defined in Companies Ordinance, 1984. Our submission to SECP that Modaraba although not a Company but
being regulated under its auspices and a corporate legal entity, has not been accepted by the Regulators. Thereafter, we have requested
our prime regulator, Registrar Modaraba to allow us to create a wholly owned subsidiary enabling us to protect and safe guard assets
ofthe modaraba. The Registrar Modaraba did not understand our challenge and concern, we have left with no other option but to file a
suitin the Honorable Sindh High Cout and got a stay order against the cancelation of Broker registration.
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After the integration of stock exchanges of Pakistan, the Registrar Modaraba have given us the permission to form wholly owned
subsidiary companies and to transfer all brokerage related assets and liabilities to the new formed companies. The companies have

been formed and the transfer of assets and liabilities are under process.

Investment Property
2016
Cost Accumulated Depreciation Book Value
As at As at As at Charged As at as at Rate
Particulars July 01, Transfer June 30, July 01, during the June 30, June 30,
2015 2016 2015 year 2016 %
Office premises 2,400,000 ~ | 2,400,000 | 448333 120,000 568,333 | 1,831,667 5
2015
Cost Accumulated Depreciation Book Value
As at As at As at Charged As at as at Rate
Particulars July 01, Transfer June 30, July 01, during the June 30, June 30,
2014 2015 2014 year 2015 %
Office premises 2,400,000 ~ | 2,400,000 328,333 120,000 448 333 1,051,667 5
Note 2016 2015
Long term investments Rupees Rupees
Investment in subsidiary 14.1 250,020,000 250,000,000
250,020,000 250,000,000
Investment classified as available-for-sale financial assets
Listed securities 14.2.1 1,729,389 1,959,129
Unlisted securities 14.2.2 72,219,861 72,219,861
73,949,250 74,178,990
Preference Share 14.3 1,828,740 1,828,740
325,797,990 326,007,730
Investment in subsidiary
The holdings are in ordinary shares of Rs. 10 each.
2015 2016
Number Number
- 100 Apex Financial Services (Pvt) Ltd 14.1.1 10,000 -
- 100 Capital Financial Services (Pvt) Ltd 14.1.1 10,000 -
25,000,000 25,000,000 Equity Textiles Limited 14.1.2 250,000,000 250,000,000
25,000,000 25,000,200 250,020,000 250,000,000

The Capital Financial Services (Pvt) Ltd and Apex Financial Services (Pvt) Ltd are wholly owned subsidiaries of the Modaraba
having ordinary shares of Rs. 100 each. The companies have not yet started operations.
Equity Textiles Limited is a wholly owned subsidiary of the Modaraba. Net assets value per share of Equity Textiles Limited is Rs.
25.06 (2015: Rs. 28.29) as per financial statements as at June 30, 2016 audited by BDO Ebrahim & Company, Chartered

Accountants.

Investment classified as available-for-sale financial assets
Listed securities

The holding is in ordinary shares/units of Rs. 10 each of listed companies, unless otherwise stated:

Open-end mutual funds 14.2.1.1 847,188 847,188
11,968 11,968 Dawood Income Fund (Unitof Rs. 100 each)

Fixed Line Telecommunication 631,260 861,000
42,000 42,000 Pakistan Telecommunication Company Limited

Financial Services 14.2.1.1 41,800 41,800
22,000 22,000 Javed Omer Vohra & Company Limited

Equity investment instruments 142.1.1& 209,141 209,141

735,000 735,000 First Dawood Mutual Fund 14.2.1.2
1,729,389 1,959,129

14.2.1.1 There was no trading on these scrips on June 30, 2016. Their last quoted /traded value is taken for valuation.
14.2.1.2 Investment was made at inception and the carrying value was Rs 5,145,000. SECP took action against the management and as a
result the Trustee (Central Depository Company of Pakistan Limited) sold its investment and made the partial payment to share

holders. The Modaraba recieved Rs 4,935,859 in this matter.
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14.2.2  Unlisted securities
The holding is in ordinary shares of Rs. 10 each.

2015 2016 Note 2016 2015
No of Shares No of Shares Rupees Rupees
50,000 50,000 Sapphire Power Generation Limited 14.2.2.1 1,800,000 1,800,000
4,007,383 4,007,383 Pakistan Stock Exchange Limited 142.2.2 40,073,830 40,073,830
3,034,603 3,034,603 ISE Towers REIT Management Co Ltd 14.2.2.3 30,346,030 30,346,030
78,150 78,150 Callmate Telips Telecom Limited 14.2.2.4 1 1

72,219,861 72,219,861

14.2.2.1 Net assets value per share of Sapphire Power Generation Limited is Rs. 85.23 (2014: Rs. 69.72) as per financial statements as at
June 30,2015 audited by Riaz Ahmad, Saqib, Gohar & Company, Chartered Accountants.

14.2.2.2 Net assets value per share of Pakistan Stock Exchange Limited (Formerly Karachi Stock Exchange Limited) and ISE Towers REIT
Management Company Limited (Formerly Islamabad Stock Exchange Limited) is Rs. 9.98 (2015: Rs. 10.17) and Rs 11.67(2015:
Rs. 11.10) as per financial statements as at June 30, 2016 audited by Ernst & Young Ford Rhodes Sidat Hyder, Chartered
Accountants and BDO Ebrahim & Company, Chartered Accountants respectively.

14.2.2.3 The company is in the process of winding up, hence net assets value per share is not available.

14.3 Preference Shares
The holding is in ordinary shares of Rs. 10 each.
182,874 182,874 Mari Petroleum Ltd 1,828,740 1,828,740
1,828,740 1,828,740

15. Morabaha/Musharaka receivables-secured
Musharaka - considered good 15.2 140,333,175 153,003,609
Morabaha - considered doubtful 17,380,055 17,380,055
157,713,230 170,383,664
Provision for non performing assets (17,380,055) (17,380,055)

140,333,175 153,003,609

15.1 The Modaraba has entered into Morabaha and Musharaka agreements under which the Modaraba has provided funds for working
capital requirements on profit and loss sharing basis. These are secured against pledge, hypothecation of stock and receivables,
demand promissory notes, personal guarantee of directors / proprietors and mortgage of property. Expected rate of profit on
Musharaka transactions during the year range between 12% to 16 % per annum (2015: 12 % to 16% per annum).

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

16. Short term investments
Investment classified as financial asset at fair value through profit or loss

Listed securities 16.1 101,100,114 97,882,927

16.1 Listed securities
The holding is in ordinary shares/units of Rs. 10 each of listed companies, unless otherwise stated:

Oiland Gas
20,850 5,700 Mari Petroleum Company Limited 5,176,854 9,770,310
10,000 32,200 Hascol Petroleum Company Limited 6,290,914 1,145,100
29,900 26,900 Oil & Gas Development Co Limited 3,714,083 5,359,276
- 31,000 Pakistan Refinery Limited 1,276,580 -
- 61,000 Sui Northern Gas Pipeline Limited 2,213,690 -
g - 35,000 Sui Southern Gas Pipeline Limited 963,550 -
< 49,800 400 Shell Pakistan Limited 116,084 12,597,408
(14 Food
g - 59,700 Engro Foods Limited 9,750,801 -
(o) Chemicals
s 5,600 6,100 AkzoNobel Pakistan Limited 1,126,365 1,787,352
> - 8,000 Engro Fertilizer Limited 515,840 -
= - 57,500 Fauji Bin Qasim Limited 3,048,075 -
2 35,000 161,000 Ghani Global Gas Limited 2,914,100 655,900
8 2,600 3,500 ICI Pakistan Limited 1,557,570 1,115,062
- 135,000 685,000 Lotte Chemical Pakistan PTA Limited 4,116,850 934,200
(72} - 2,000 Synthetic Product Limited 93,800 -
% - 25,000 Sitara Peroxide Limited 453,750 -
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2015 2016 Note 2016 2015
Number Number Rupees Rupees
16,000 16,000 Wah Noble Chemicals Limited 1,040,000 805,600
Construction and materials
285,000 536,000 Dewan Cement Limited 7,761,280 4,145,460
100,000 50,000 Fauji Cement Company Limited 1,790,000 3,487,000
2,000 2,000 Cherat Cement Company Limited 239,140 174,060
11,800 200 Lucky Cement Limited 129,702 6,131,516
- 322,500 Power Cement Limited 3,363,675 -
Transport
251,000 100,000 Pakistan International Bulk Terminals Limited 3,207,000 8,985,800
Personal goods
- 20,500 Nishat Mills Limited 2,211,950 -
Household goods
- 4,000 Ghani Glass Industries Limited 377,520 -
Pharma and biotech
8,650 - IBL Healthcare Limited - 986,100
- 13,500 GlaxoSmith Limited 2,795,985 -
22,500 3,200 The Searle Pakistan Limited 1,715,680 7,215,525
Automobile and parts
33,800 - Honda Atlas Car (Pakistan) Limited - 7,391,384
- 13,900 Gandhara Nissan Limited 2,170,485 -
6,400 - Pak Suzuki Limited - 2,789,824
677,000 631,000 Ghani Automobile Limited 4,429,620 5,822,200
Fixed line telecommunication
595,500 709,500 Pakistan Telecommunication Company Limited 10,663,785 12,207,750
- 86,000 TRG Pakistan Limited 2,885,300 -
Cable & electrical goods
- 52,625 Pak Electron Limited 3,402,206 -
- 127,000 TPL Tracker Limited 1,596,390 -
Electricity
354,000 991,500 K-Electric Limited 7,991,490 2,973,600
Banks
137,500 - Bank Islami Pakistan Limited - 1,402,500

101,100,114 97,882,927

17. Advances- considered good

Employee 17.1 385,555 660,283
Advance tax 1,784,692 2,865,076
Others 150,000

2,320,247 3,525,359
17.1 The maximum aggregate amount due from employees at the end of any month during the year was Rs. 600,023 (2015: Rs. 804,526).
These are secured against the property documents retained by the Modaraba.

18. Trade deposits and prepayments
Deposits 14,772,665 14,772,665
Prepayments 491,030 254,629
15,263,695 15,027,294

19. Otherreceivables

Receivable from clients 19.1&19.2 20,415,949 24,064,703
Dividend 21,575 168,217
Others 19.2 1,800,713 989,078

22,238,237 25,221,998

19.1 Receivable from clients

Considered good 20,415,949 24,064,703
Considered doubtful 12,500,000 12,500,000

32,915,949 36,564,703
Less: Provision for doubtful debts (12,500,000) (12,500,000)

20,415,949 24,064,703
19.2 Receivable from clients and others include receivable from related parties amounting to Rs. 1,203,270 (2015: Rs. 776,995). ‘ I .
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Note 2016 2015

Rupees Rupees
Bank balances
in current accounts 1,986,978 1,994,643
insaving accounts 70,677 311,027
in Islamic bank investment accounts 8,731,955 17,979,730

10,789,610 20,285,400
Income
Profit on Musharaka 17,479,567 17,756,838
Brokerage commission 1,776,585 2,852,129
Capital gain 4,279,537 5,829,234
Dividend 5,174,167 4,185,556
Rental 1,320,000 1,200,000
Commission and fees 334,284 2,428,290

30,364,140 34,252,047
Operating expenses
Salaries, allowances and benefits 22.1 5,070,045 4,338,679
Traveling, conveyance and entertainment 552,862 495,753
Telephone and postage 660,017 922,061
Electricity 485,480 408,737
Insurance 358,065 201,089
Printing, stationery and advertising 778,156 1,160,681
Fees and subscriptions 1,735,656 1,628,622
Vehicle running and maintenance 953,133 1,251,048
Depreciation 11 & 13 1,960,327 1,682,985
Facilities and services 4,613,163 4,508,446
Repair and maintenance 1,022,374 922,409
Annual review meeting 106,303 91,382
Auditor's remuneration 22.3 382,776 251,802
Legal and professional 1,321,932 531,682
Training and development 3,500 -
Shariah Advisor 150,000 150,000
Zakat deduction 3,251 2,225
PSX & SECP Charges 422,336 721,206
Withholding & CVT tax 531,774 2,194,607
Others 251,764 75,002

21,362,914 21,538,416

Remuneration of officers and other employees

The aggregate amount charged in the financial statements for remuneration, including benefits to 8 (2015 : 8) employees of the

modaraba is:
2016 2015
Officers Ellf})tll:);l; es Officers Em%ﬁg;g os
Salaries and allowances 1,776,000 1,905,462 1,599,000 1,655,100
Leave fare & Encashment 131,900 74,393 175,000 74,340
Expenses reimbursed: Medical 91,296 143,628 29,832 187,033
1,999,196 2,123,483 1,803,832 1,916,473

Salaries, allowances and benefits include provision for gratuity of Rs. 546,925 (2015:Rs. 297,858 ). Officers are also provided with

free use of the Modaraba maintained cars.
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2016 2015
Rupees Rupees
Auditor's remuneration
Audit fee 226,806 130,000
Halfyearly review 26,500 25,000
Other fees 129,470 96,802
382,776 251,802
Financial Charges
Bank Charges 38,641 2,688
38,641 2,688
Otherincome
Profit on Investment accounts with Islamic bank 311,026 445,256
Gain/ (Loss) on sale of tangible fixed assets 4,492 (13,303)
315,518 431,953
Taxation
Current - -

Assessment upto and including the tax year 2015 have been finalized under section 120 of the Income Tax Ordinance, 2001 (the
Ordinance) which is subject to audit under section 170 of the Ordinance.

The income of non-trading Modarabas is exempt from tax provided that not less than ninety percent of their profits for the year as
reduced by the amount transferred to mandatory reserves are distributed to the certificate holders. As the Management Company of
the Modaraba, subsequent to the year end, has approved the required distribution, no provision for taxation has been made in these
financial statements.

Earnings per certificates - basic and diluted

Profit for the year 9,092,541 11,398,836
Weighted average number of certificates outstanding during the year 52,440,000 52,440,000
Earnings per certificate - basic and diluted 0.17 0.22

There is no dilution effect on the basic earnings per share of the modaraba as the modaraba has no such commitments.
Risk management policies and objectives

Financial risk management

The board of directors of the Modaraba Management Company has overall responsibility for the establishment and oversight of the
Modaraba's risk management framework. The Modaraba has exposure to the following risks from its use of financial instruments:

- Creditrisk

- Liquidity risk

- Market risk

Creditand concentration risk

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, without taking into account the fair value of any collateral. Concentration of credit risk arises when a number of
counterparties are engaged in similar business activities or have similar economic features that would cause their ability to meet
contractual obligations to be similarly affected by changes in economic, political or other conditions. Concentrations of credit risk
indicate the relative sensitivity of the Modaraba's performance to developments affecting a particular industry.

Creditrisk of the Modaraba arises principally from the investments, Musharaka/Morahaba receivables, advances, trade deposits and
other receivables. The carrying amount of financial assets represents the maximum credit exposure. To reduce the exposure to credit
risk, the Modaraba has developed a formal approval process whereby credit limits are applied to its customers. The management
continuously monitors the credit exposure towards the customers and makes provision against those balances considered doubtful

for recovery.
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2016
Rupees

2015
Rupees

The Carrying amount of financial assets represents the maximum credit exposure before any credit enhancements. The maximum

exposure to credit risk at the reporting date is:

Investment 426,898,104 423,890,657
Morabaha/Musharaka receivables-secured 140,333,175 153,003,609
Advances-considered good 4,830,247 6,035,359
Trade deposits and prepayments 16,513,695 16,177,294
Other receivables 22,238,237 25,218,541

610,813,458 624,325,460
Liquidity risk

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 could be required to pay its liabilities earlier than expected or 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.

2016

Over one year

Assets Less than but less than

One year five years  Over five years Total
Long term investments - 75,777,990 250,020,000 325,797,990
Morabaha & Musharakareceivables 140,333,175 - - 140,333,175
Short term investments 101,100,114 - - 101,100,114
Advances 2,320,247 2,510,000 - 4,830,247
Trade deposits 14,772,665 1,250,000 - 16,022,665
Otherreceivables 22,238,237 - - 22,238,237
Tax refunds due from government 7,480,386 - - 7,480,386
Bank balances 10,789,610 - - 10,789,610

299,034,433 79,537,990 250,020,000 628,592,424
Liabilities
Deferred liability - 2,934,768 - 2,934,768
Security Deposit - 200,000 - 200,000
Creditors, accrued and other liabilities 7,740,174 - - 7,740,174
Unclaimed profit distribution 27,844,960 - - 27,844,960

35,585,134 3,134,768 - 38,719,902

Netbalance 263,449,300 76,403,222 250,020,000 589,872,522
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2015
Over one year
Assets Less than but less than
One year five years  Over five years Total
Long term investments - 76,007,730 250,000,000 326,007,730
Morabaha & Musharaka receivables 153,003,609 - - 153,003,609
Short term investments 97,882,927 - - 97,882,927
Advances 3,525,359 2,510,000 - 6,035,359
Trade deposits 14,772,665 1,150,000 - 15,922,665
Other receivables 25,218,542 - - 25,218,542
Tax refunds due from government 4,614,680 - - 4,614,680
Bank balances 20,285,400 - - 20,285,400
319,303,182 79,667,730 250,000,000 648,970,912
Liabilities
Deferred liability - 2,655,484 - 2,655,483
Security Deposit - 200,000 - 200,000
Creditors, accrued and other liabilities 24,375,437 - - 24,375,437
Unclaimed profit distribution 27,618,316 - - 27,618,316
51,993,753 2,855,484 - 54,849,237
Netbalance 267,309,429 76,812,246 250,000,000 594,121,675
Market risk

Market risk is the risk that the value of the financial instrument may fluctuate as a result of changes in market interest rates or the
market price due to a change in credit rating of the issuer or the instrument, change in market sentiments, speculative activities,
supply and demand of securities and liquidity in the market.

Operational Risk

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:

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

- Requirements for the reconciliation and monitoring of transactions;

- Compliance with regulatory and other legal requirements

- Documentation of controls and procedures;

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

- Ethical and business standards;

- Risk mitigation, including insurance where this is effective.

Fair value of financial instruments
The Modaraba is of the view that the fair market value of most of the financial assets and financial liabilities are not significantly
different from their carrying amounts.

Financial instruments by category 2015 2014
Rupees Rupees

Financial assets

Loans and receivables

Morabaha/Musharaka receivables 140,333,175 153,003,609

Advances 4,830,247 6,035,359

Trade deposits 16,022,665 15,922,665
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2016 2015
Rupees Rupees
Otherreceivables 22,238,237 25,218,541
Bank balances 10,789,610 20,285,400
Financial assets at fair value through profit or loss
Short term investments 101,100,114 97,882,927
Available-for-sale financial assets
Long term investments 75,777,990 74,178,990
371,092,038 392,527,491
Financial liabilities
Financial liabilities at amortised cost
Creditors, accrued and other liabilities 7,740,174 24,375,437
Unclaimed profit distribution 27,844,960 27,618,316
35,585,134 51,993,753
On balance sheet gap 335,506,904 340,533,738

Maturities of assets and liabilities

The above analysis is based on the contractual/expected maturities of assets and liabilities which may not necessarily correspond

with actual maturities. 2016
Over one
Uptoone  month to one Over one year  Over five Over five

month year to five years Years Years
Assets
Tangible assets - - 1,323,929 13,205,217 14,529,146
Intangible assets - - - 19,000,000 19,000,000
Investment property - - - 1,831,667 1,831,667
Long term investments - - 75,777,990 250,020,000 325,797,990
Morabaha & Musharakareceivables 16,384,695 123,948,480 - - 140,333,175
Short term investments - 101,100,114 - - 101,100,114
Advances - 2,320,247 2,510,000 - 4,830,247
Trade deposits and prepayments 150,000 15,113,695 1,250,000 - 16,513,695
Otherreceivables - 22,238,237 - - 22,238,237
Tax refunds due from government - 7,480,386 - - 7,480,386
Bank balances - 10,789,610 - - 10,789,610

16,534,695 282,990,769 80,861,919 284,056,884 664,444,267
Liabilities -
Deferred liabilities - - 2,934,768 - 2,934,768
Security Deposit - - 200,000 - 200,000
Creditors, accrued and other liabilities 4,193,498 3,546,676 - - 7,740,174
Unclaimed profit distribution - 27,844,960 - - 27,844,960

4,193,498 31,391,636 3,134,768 - 38,719,902

Netbalance 12,341,197 251,599,133 77,727,151 284,056,884 625,724,365
Assets 2015
Tangible assets - - 1,937,534 13,488,668 15,426,202
Intangible assets - - - 19,000,000 19,000,000
Investment property - - - 1,951,667 1,951,667
Long term investments - - 326,007,730 - 326,007,730
Morabaha & Musharakareceivables 27,827,711 125,175,898 - - 153,003,609
Short term investments - 97,882,927 - - 97,882,927
Advances - 3,525,359 2,510,000 - 6,035,359
Trade deposits and prepayments 150,000 14,877,294 1,150,000 - 16,177,294
Otherreceivables - 25,218,514 - - 25,218,541
Tax refunds due from government - 4,614,680 - - 4,614,680
Bank balances - 20,285,400 - - 20,285,400

27,977,711 291,580,099 331,605,264 34,440,335 685,603,409
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Over one
Uptoone  month to one Over one year  Over five
month year to five years Years Total
Liabilities
Deferred liabilities - - 2,655,484 - 2,655,484
Security Deposit - - 200,000 - 200,000
Creditors, accrued and other liabilities 4,193,498 20,181,939 - - 24,375,437
Unclaimed profit distribution - 27,618,316 - - 27,618,316
4,193,498 47,800,255 2,855,484 - 54,849,237
Netbalance 23,784,213 243,779,844 328,749,780 34,440,335 630,754,172
Yield/Profit rate risk exposure
Effective 2016
Description yield / Yield / profit bearing maturing Non yield / profit bearing maturing
profit risk Within 1 Yr | After 1 Yr Sub total Within 1 Yr After 1 Yr Sub total Total
Financial Assets % Rupees
Long term investments - - 75,777,990 75,777,990 - - - 75,777,990
Morabaha / Musharakah
receivables 12% to 16% 140,333,175 - 140,333,175 - - - 140,333,175
Short term investments - 101,100,114 - 101,100,114 - - - 101,100,114
Advances - - - - 2,320,247 2,510,000 4,830,247 4,830,247
Trade deposits - - - - 14,772,665 1,250,000 16,022,665 16,022,665
Other receivables - - - - 22,238,237 - 22,238,237 22,238,237
Bank balances 2% to 7% 8,802,632 - 8,802,632 1,986,978 - 1,986,978 10,789,610
250,235,921 75,777,990 326,013,911 41,318,127 3,760,000  45078,127 371,092,037
Financial Liabilities
Creditors, accrued and other
liabilities - - - - 7,740,174 - 7,740,174 7,740,174
Unclaimed profit distribution - - - - 27,844,960 - 27,844,960 27,844,960
- - - 35,585,134 - 35,585,134 35,585,134
On Balance Sheet Gap 250,235,921 75,777,990 326,013,911 5,732,993 3,760,000 9,492,993 335,506,903

The above analysis is based on the contractual/expected maturities of assets and liabilities which may not necessarily correspond with actual maturities.
Yieldrisk is the risk of decline in earning due to adverse movement of the yield curve.
Profitrate risk is the risk that the value of the financial instruments will fluctuate due to changes in the market profit rates.

Effective 2015
Description yield / Yield / profit bearing maturing Non yield / profit bearing maturing
profit risk Within 1 Yr | After 1 Yr | Sub total Within 1 Yr | After 1 Yr | Sub total Total
Financial Assets % Rupees
Long term investments - - 74,178,990 74,178,990 - - - 74,178,990
Morabaha / Musharakah
receivables 12%to 16% 153,003,609 - 153,003,609 - - - 153,003,609
Short term investments - 97,882,927 - 97,882,927 - - - 97,882,927
Advances - - - - 3,525,359 2,510,000 6,035,359 6,035,359
Trade deposits - - - - 14,772,665 1,150,000 15,922,665 15,922,665
Other receivables - - - - 25,218,542 - 25,218,542 25,218,542
Bank balances 5% to 7% 18,290,757 - 18,290,757 1,994,643 - 1,994,643 20,285,400
269,177,293 74,178,990 343,356,283 45,511,209 3,660,000 49,171,209 392,527,492
Financial Liabilities
Creditors, accrued and other
liabilities - - - - 24,375,437 - 24,375,437 24,375,437
Unclaimed profit distribution - - - - 27,618,316 - 27,618,316 27,618,316
- - - 51,993,753 - 51,993,753 51,993,753
On Balance Sheet Gap 269,177,293 74,178,990 343,356,283  (6,482,544) 3,660,000  (2,822,544) 340,533,739
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Segment information

The Modaraba has three primary sources of revenue i.e. Musharaka facility, brokerage operations and capital market based on the
nature of business and related risk associated with each type of business segment which are not deemed by the management to the
sufficiently significant todisclose as separate items are reported under others.

Segment assets and liabilities included all assets and liabilities related to the segment relevant proportion of the assets and liabilities
allocated to the segment on reasonable basis.

Segment revenue and expenses included all revenue and expenses related to the segment and relevant proportion of the revenue and
expenses allocated to the segment on reasonable basis.

2016 2015
Musharakah | Brokerage Capital
Facility Operation Markets Others Total Total
Rupees
Segment Revenues 17,479,567 2,110,869 9,453,704 1,635,518 30,679,658 34,684,000
Segment Result 17,479,567 (4,027,927) 9,351,761 1,635,518 24,438,919 27,026,779
Unallocated Cost
Operating expenses (15,160,816) (13,883,883)
Management fee - (1,314,288)
Service Sale Tax - (197,143)
WWF (185,562) (232,629)
Profit before taxation 9,092,541 11,398,836
Taxation - -
Profit for the year 9,092,541 11,398,836
Other information
Segment assets 140,333,175 44,756,977 145,433,944 - 330,524,096 367,678,254
Unallocated assets - - - - 333,920,171 317,925,155
Total assets 140,333,175 44,756,977 145,433,944 - 664,444,267 685,603,409
Segment liabilities - 1,603,019 - - 1,603,019 16,277,252
Unallocated liabilities - - - - 37,116,883 38,571,984
Total liabilities - 1,603,019 - - 38,719,902 54,849,236

Transactions with related parties

The related parties of the Modaraba comprise the Modaraba Management Company, subsidiary company, staff retirement funds,
directors of the Modaraba Management Company and key management personnel. Transactions with related parties are entered into
atarm's length.

Transactions with related parties other than remuneration and benefits to officers and employees under the terms of their
employment are as follows:

2016 2015

Rupees Rupees
Balance outstanding at year end
Modaraba Management Company
- Current account payable 2,361,006 4,829,780
Subsidiary company
- Investment in Equity Textiles Limited 250,000,000 250,000,000
- Investment in Capital Financial Services (Private) Limited 10,000 -
- Investment in Apex Financial Services (Private) Limited 10,000 -
Receivable from wholly owned subisidiary 847,860 -
Receivable from associated company 349,099 418,367
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2015 2014
Rupees Rupees
Other related parties (including key management personnel
- Deferred liability staff gratuity 2,934,768 2,655,483
- Brokerage house clientreceivable 6,309 358,712
Transactions during the year
Modaraba Management Company
- Reimbursement with service Sale Tax - 197,143
- Reimbursement 4,957,611 4,508,446
Other related parties (including key management personnel
- Contribution to staff gratuity fund 279,285 1,099,228
Relationship
Services acquired Associated company 511,695 227,412
Brokerage commission earned Associated company 516,203 476,623

Number of employees
Total number of employees of the Modaraba as at June 30,2016 are 8 (2015: 8).

Corresponding Figures
Figures have been rounded off to the nearest rupee.

Authorization for issue
These financial statements were authorized for issue in accordance with a resolution of the Board of Directors on October 07,2016.

The Board of Directors of the Management Company has approved dividend at the rate of Re. 0.13 per certificate (2015: Re. 0.17 per
certificate) for the year ended June 30, 2016, resulting in a total distribution of profit amounting to Rs. 6,817,200/- (2015: Rs.
8,914,800/-), in its meeting held on October 07,2016, which is more than 90% of the net profit for the year ended June 30,2016, after
appropriation to the statutory (mandatory) reserve as required under the Modaraba Regulations.

General

Figures in these financial statements have been rounded off to the nearest rupee.

The corresponding figures, wherever necessary, have been re-arranged /re-classified for the purpose of comparison.
Prior year figures have been reclassified for the purpose of better presentation and comparison.

Adil A. Ghaffar Zahid Bashir Nadeem Magbool
Chief Executive Officer Director Director
Premier Financial Premier Financial Premier Financial
Services (Private) Limited Services (Private) Limited Services (Private) Limited ‘I.




Page 38 NOTICE FOR BOOK CLOSURE

FIRST EQUITY MODARABA

AND ANNUAL REVIEW MEETING

The 17th Annual Review Meeting of certificate holders of First Equity Modaraba will be held on Tuesday November
29,2016 at 10:00 am at Karachi Marriott Hotel, Abdullah Haroon Road, Karachi to review the performance of the
Modaraba for the financial year ended June 30,2016.

The certificate transfer book of the Modaraba shall remain closed from Friday November 18, 2016 to Tuesday
November 29, 2016 (both days inclusive) for the purpose of entitlement of cash profit distribution dividend. All
transfers received by our certificate registrar M/s THK Associates (Pvt) Ltd. State Life Building # 3, Dr. Ziauddin
Ahmed Road, Karachi before the close of business on Thursday, November 17, 2016 will be treated valid for
attending the Annual Review Meeting.

October 07,2016 by order of the Board
Qazi Obaid Ullah
Company Secretary
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AUDITORS' REPORT Page 41
TO THE CERTIFICATE HOLDERS

We have audited the annexed consolidated financial statements comprising consolidated balance sheet of FIRST EQUITY MODARABA (the
Modaraba) and its subsidiary companies as at June 30, 2016 and the related consolidated profit and loss account, consolidated statement of
comprehensive income, consolidated cash flow statement and consolidated statement of changes in equity together with the notes forming part
thereof (hereinafter referred to as the financial statements), for the year then ended. We have also expressed separate opinion on the financial
statements of First Equity Modaraba, Apex Financial Services (Private) Limited and Capital Financial Services (Private) Limited. The financial
statements of Equity Textiles Limited were audited by another auditor, whose report has been furnished to us and our opinion, in so far as its
relates to the amounts included for the subsidiary company, is based solely on the report of such other auditors who expressed an unqualified
opinion.

These consolidated financial statements are the responsibility of Modarabas’ Management Company. Our responsibility is to express an
opinion on these consolidated financial 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 consolidated 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 consolidated financial statements. We believe that our audit provides a reasonable basis for our opinion and, after due verification, we report
that:

(a) Management of the Modaraba in the financial statements for the year ended June 30,2013, had assigned values to Trading Rights
Entitlement Certificates (TREC) of Karachi Stock Exchange Limited (KSE) and Islamabad Stock Exchange Limited (ISE) Rs. 15
million and Rs. 4 million respectively that were based on the value assigned by KSE and ISE for base minimum capital requirement
purposes applicable to the brokers of the stock exchange and had recognised 4,007,383 shares of KSE and 3,034,603 shares of ISE at
their face values of Rs. 10/- each on exchange of membership card thereby the Modaraba recognized gain of Rs. 36.369 million
which, in our opinion, was not in accordance with International Accounting Standards and technical opinion of The Institute of
Chartered Accountants of Pakistan (ICAP) issued in this respect.

(b) Modaraba has charged unrealised loss of Rs. 5.2 million, in respect of investment classified as financial asset at fair value through
profit and loss, in other comprehensive income instead of profit and loss account as required under IAS 39.

Had the Modaraba recognized the intangible asset and shares of KSE and ISE in accordance with the Technical Opinion of ICAP, its
equity, intangible asset and long term investments would have been lower by Rs. 36.369 million, Rs. 7.7 million and Rs. 28.6 million
respectively and had the Modaraba charged the unrealized loss to the profit and loss account, its profit for the year would have been
lowerby Rs. 5.2 million.

In our opinion, except for the matters stated in paragraph (a) and (b) above, the consolidated financial statements examined by us, present fairly
the financial position of First Equity Modaraba and its subsidiary companies as at June 30, 2016 and the results of their operations,
comprehensive income, their cash flows and changes in equity for the year then ended in accordance with approved accounting standards as
applicable in Pakistan.

The Company’s consolidated financial statements for the year ended June 30, 2015 were audited by Avais Hyder Liaquat Nauman, Chartered
Accountants, whose report dated October 08,2015 expressed a qualified opinion thereon.

Chartered Accountants
Karachi.
Dated: October 07,2016

Engagement Partner: Muhammad Aqeel AshrafTabani




Poage 12 CONSOLIDATED BALANCE SHEET
AS AT JUNE 30, 2016
2016 2015
Note Rupees Rupees
%za/ppfw/ma/wmww
Authorized Certificate Capital
60,000,000 (2015: 60,000,000) modaraba
certificates of Rs. 10 each 600,000,000 600,000,000
Certificate holders' equity
Certificate capital 6 524,400,000 524,400,000
Reserves 7 133,959,116 187,492,272
Remeasurement of defined benefit liability - Actuarial gain 359,589 91,948
Unrealised loss on remeasurment of investments (25,645,604) (20,170,414)
Sotal corlificates holders' equity 633,073,101 691,813,806
Surplus on revaluation of fixed assets 8 367,119,689 396,256,172
Non-canrent liabilities
Long term financing 9 379,920,178 439,104,584
Liabilities against assets subject to finance lease 10 876,372 -
Deferred Mark up 11 - 25,537,448
Deferred liabilities 12 185,821,476 203,408,950
Security deposit 200,000 200,000
Slotal non-current liabilities 566,818,026 668,250,982
%:MWW/M{%/}M
Short term borrowings 13 139,735,517 18,166,501
Current portion of long term liabilities 14 95,241,605 93,928,184
Creditors, accrued and other liabilities 15 226,729,731 176,149,285
Accrued mark up 16 12,004,917 19,722,294
Unclaimed profit distribution 27,844,960 27,618,316
Shotal current liabilities 501,556,730 33 5,5 84,580
Sotal equity and liabiliti 2,068,567,545  2,091,905,540
%?o/ﬂ/})// rencies and commdlments 17

FIRST EQUITY MODARABA
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AS AT JUNE 30, 2016
2016 2015
Note Rupees Rupees
Crbssets
PNon- Curvent CHssels
Fixed assets
-tangible 18 1,166,715,322  1,223,964,011
-intangible 19 19,000,000 19,000,000
Investment property 20 1,831,667 1,951,667
Long term investments 21 75,777,990 76,007,730
Advances 2,510,000 2,510,000
Deposits 1,250,000 1,150,000
Sotal Fon- Current Chssets 1,267,084,979  1,324,583,408
Current CHbssols
Store and spares 22 27,533,130 29,440,537
Stock-in-trade 23 275,672,703 214,722,397
Trade debts 24 66,735,124 93,542,674
Morabaha/Musharaka receivables-secured 25 140,333,175 153,003,609
Short term investments 26 124,455,894 124,862,544
Advances 27 54,932,913 38,406,840
Trade deposits and prepayments 28 33,566,592 23,167,882
Other receivables 29 22,262,682 26,918,541
Tax refunds due from government 30 25,931,805 20,987,246
Tax-net 31 13,829,046 10,639,864
Cash and bank balances 32 16,229,501 31,629,998
Sotal Current Cobssets 801,482,566 767,322,132
Sotal CHssets 2,068,567,545  2,091,905,540
The annexed notes 1 to 49 form an integral part of these financial statements.
Adil A. Ghaffar Zahid Bashir Nadeem Magbool
Chief Executive Officer Director Director

Premier Financial
Services (Private) Limited

Premier Financial

Services (Private) Limited

Premier Financial
Services (Private) Limited
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CONSOLIDATED PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED JUNE 30, 2016

2016 2015
Note Rupees Rupees
Income 33 57,470,852 200,762,263
Expenditure
Operating expenses 34 (49,809,175) (45,050,873)
Distribution and selling expenses 35 (16,414,303) (16,940,059)
(66,223,478) (61,990,932)
Operating profit (8,752,626) 138,771,331
Financial Charges 36 (61,931,470) (71,492,500)
(70,684,096) 67,278,831
Other Income 37 2,865,406 1,951,525
(67,818,690) 69,230,356
Other Charges 38 (442,097) (5,761,443)
Management fee - (1,314,288)
Service Sales Tax on management remuneration - (197,143)
Impairment in associated company - (10,685,020)
Share of profit / (loss) in associated company (4,051,212) 3,073,446
(Loss) / Profit before taxation (72,311,999) 54,345,908
Taxation
- current 39 (15,987,970) (15,905,952)
- prior (3,321,627) (285,243)
- deferred 6,212,164 30,422,755
(13,097,433) 14,231,560
(Loss) / Profit for the year (85,409,432) 68,577,468
El: (Loss) / Earnings per certificate - basic and diluted 40 (1.63) 1.31
g The annexed notes 1 to 49 form an integral part of these financial statements.
2
% Adil A. Ghaffar Zahid Bashir Nadeem Magbool
8 Chief Executive Officer Director Director
B Premier Financial Premier Financial Premier Financial
E Services (Private) Limited Services (Private) Limited Services (Private) Limited




CONSOLIDATED STATEMENT OF OTHER COMPREHENSIVE INCOME Puge 15

FOR THE YEAR ENDED JUNE 30, 2016

2016 2015
Rupees Rupees
(Loss) / Profit for the year (85,409,432) 68,577,468
Other comprehensive income
Items that will be reclassified to profit & loss account on disposal
Unrealized (loss) on remeasurement of investments (12,960,836) (15,099,567)
Gain realized on disposal of investments 7,485,646 8,079,120
(5,475,190) (7,020,447)
Items that will not be reclassified to profit & loss account
Remeasurement of defined benefit liability 267,641 (724,054)
Share of gain / (loss) on remeasurement of defined benefit liability
in associated company - 5,260
Other comprehensive loss (5,207,549) (7,739,241)
Total comprehensive (loss) / income for the year (90,616,981) 60,838,227
The annexed notes 1 to 49 form an integral part of these financial statements.
Adil A. Ghaffar Zahid Bashir Nadeem Magbool
Chief Executive Officer Director Director
Premier Financial Premier Financial Premier Financial
Services (Private) Limited Services (Private) Limited Services (Private) Limited ‘I.




Page 16 CONSOLIDATED CASH FLOW STATEMENT

FOR THE YEAR ENDED JUNE 30, 2016

2016 2015
Rupees Rupees
Cash flows from operating activities
(Loss) / Profit before taxation (72,311,999) 54,345,908
Adjustments for:
Depreciation 123,341,981 126,809,645
Provision for gratuity 546,925 375,174
Share of profit in associated company 4,051,212 (3,073,446)
Dividend income (5,174,167) (4,185,556)
(Gain) / loss on sale of asset (1,759,573) (342,140)
Provision for doubtful debt 256,535 1,721,890
Impairment in associated company - 10,685,020
Financial charges 61,931,470 71,489,812
183,194,383 203,480,399
Cash generated from operations before working capital changes 110,882,384 257,826,307
Working Capital changes
Decrease/(increase) in operating assets
Store, Spares and Loose tools 1,907,406 (3,048,298)
Stock-in-trade (60,950,307) (17,067,834)
Trade debts 26,551,015 66,570,977
Morabaha/Musharaka receivables-secured 12,670,434 6,316,888
Advances (16,526,073) 45,040
Trade deposits and prepayments (10,398,710) 3,159,261
Other receivables 4,509,216 2,124,462
Tax refund from government authorities 2,374,898 4,449,055
Increase/(decrease) in operating liabilities
Short term borrowing 121,569,016 (41,120,019)
Deferred Markup (24,000,000) -
Creditors, accrued and other liabilities 50,580,446 38,284,499
108,287,340 59,714,031
Financial charges paid (69,648,847) (71,692,538)
Dividend paid (8,688,156) (18,013,452)
Taxes paid (29,818,236) (26,545,814)
Net cash generated from operating activities 111,014,486 201,288,534
<
2 Cash flows from investing activities
% Investments (9,894,662) (9,827,131)
8 Long term deposits (100,000) -
= Proceeds from sale of tangible assets 2,409,500 440,003
'g Dividend received 6,325,460 4,525,722
ﬂ Purchases of tangible assets (66,623,220) (82,219,484)
c'?) Net cash (used in) investing activities (67,882,922) (87,080,890)

FIR



CONSOLIDATED CASH FLOW STATEMENT Poage 17
FOR THE YEAR ENDED JUNE 30, 2016
2016 2015
Rupees Rupees
Cash flows from financing activities
Subordinated loan - (40,000,000)
Liabilities against assets subject to finance lease 1,278,123 -
Long term financing (59,810,184) (59,178,184)
Net cash generated from financing activities (58,532,061) (99,178,184)
Net (decrease) / increase in cash and cash equivalents (15,400,497) 15,029,460
Cash and cash equivalents at beginning of the year 31,629,998 16,600,538
Cash and cash equivalents at the end of the year 16,229,501 31,629,998
The annexed notes 1 to 49 form an integral part of these financial statements.
Adil A. Ghaffar Zahid Bashir Nadeem Magbool
Chief Executive Officer Director Director

Premier Financial Premier Financial

Services (Private) Limited Services (Private) Limited

Premier Financial
Services (Private) Limited



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2016
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1.3

1.4

1.5

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS Yge 19
FOR THE YEAR ENDED JUNE 30, 2016

Legal Status and nature of business:

The group
The group consist of First Equity Modaraba (the Modaraba) and its subsidiaries, Equity Textiles Limited (ETL), Capital Financial
Services (Private) Limited and Apex Financial Services (Private) Limited.

First Equity Modaraba

First Equity Modaraba (the Modaraba) was formed in 1991 under the Modaraba Companies and Modaraba (Floatation and
Control) Ordinance, 1980 and the Rules framed there under and is managed by Premier Financial Services (Private) Limited (the
Modaraba Management Company), a company incorporated in Pakistan.

The Modaraba is a perpetual, multipurpose modaraba and is able to undertake a variety of fund and fee based activities. These
include trading, manufacturing, equity investment and their financing and facilitation. The Modaraba is a trading right
entitlement certificate holder of the Karachi and Islamabad stock exchanges of Pakistan and is currently operating its brokerage
activities in Karachi Stock Exchange.

The Modaraba is listed on Karachi, Lahore and Islamabad Stock Exchanges. The registered office of the Modaraba is situated at B-
1004, 10th floor, Lakson Square Building 3, Sarwar Shaheed Road, Karachi. The Modaraba is holding Equity Textiles Limited,
Capital Financial Services (Private) Limited and Apex Financial Services (Private) Limited as wholly owned subsidiary companies.

Equity Textiles Limited

Equity Textiles Limited (ETL) was incorporated in Pakistan on May 31, 2005 as a public limited company under the Companies
Ordinance, 1984. The registered office of ETL is situated at 3rd Floor, Cotton Exchange Building, I.I. Chundrigar Road, Karachi. The
principal activities of ETL is manufacturing and sale of textile products. ETL commenced commercial operations on April 1,2007.

Capital Financial Services (Private) Limited

The Company was incorporated in Pakistan on November 13, 2015 as Private Limited Company by shares under the Companies
Ordinance, 1984. The registered office of the Company is situated at B-1004, 10th Floor, Lakson Square Building No. 3, Sarwar
Shaheed Road, Karachi. The principal activities of the company is to act as member / broker of the Stock Exchange and to carry on the
business of brokerage services in stock, shares etc.

Apex Financial Services (Private) Limited

The Company was incorporated in Pakistan on November 13, 2015 as Private Limited Company by shares under the Companies
Ordinance, 1984. The registered office of the Company is situated at B-1004, 10th Floor, Lakson Square Building No. 3, Sarwar
Shaheed Road, Karachi. The principal activities of the company is to act as member/ broker of the Stock Exchange and to carry on the
business of brokerage services in stock, shares etc.

Consolidation procedure

Subsidiaries

Subsidiaries are all entities over which the group has the power to govern the financial and operating policies generally accompanying
ashareholding of more than one half of the voting rights or the parent - subsidiary relationship meet the definition as given in section 3
ofthe Companies Ordinance, 1984. The existence and effect of potential voting rights that are currently exercisable or convertible are
considered when assessing whether the group controls another entity. Subsidiaries are fully consolidated from the date on which
control is transferred to the group and are de-consolidated from the date that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the group. The cost of an acquisition is
measured as the fair value of the assets given, equity instruments issued and liabilities incurred or assumed at the date of exchange,
plus costs directly attributable to the acquisition. Identifiable assets acquired and liabilities and contingent liabilities assumed in a
business combination are measured initially at their fair values at the acquisition date, irrespective of the extent of any minority
interest. The excess of the cost of acquisition over the fair value of the group’s share of the identifiable net assets acquired is recorded
as goodwill. Ifthe cost of acquisition is less than the fair value of the net assets of the subsidiary acquired, the difference is recognized
directly in the profit and loss account.

Transactions eliminated on consolidation
Inter-company transactions, balances and unrealized gains/losses on transactions between group companies are eliminated.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2016

Functional and reporting currency of group

Items included in the consolidated financial statements are measured using the currency of the primary economic environment in
which the group operates. The consolidated financial statements are presented in Pakistani Rupees which is the functional and
presentation currency of all the group companies.

Basis of consolidation

These consolidated financial statements include the accounts of group [First Equity Modaraba and its subsidiary companies, Equity
Textile Mills Limited, Apex Financial Services (Private) Limited and Capital Financial Services Private Limited - (100% - Holding)].
Financial Statements of subsidiary company have been consolidated on a line-by-line basis

All material inter-company balances, transactions and resulting unrealized profit and losses have been eliminated.

Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards as applicable in Pakistan.
Approved accounting standards comprise of such International Financial Reporting Standards (IFRS) issued by the International
Accounting Standards Board as are notified under the Companies Ordinance, 1984, the requirements of the Modaraba Companies
and Modaraba (Floatation and Control) Ordinance, 1980, Modaraba Companies and Modaraba Rules, 1981 and directives issued by
the Securities and Exchange Commission of Pakistan (SECP). Wherever the requirements of the Modaraba Companies and
Modaraba (Floatation and Control) Ordinance, 1980, Modaraba Companies and Modaraba Rules, 1981 and directives issued by
SECP differ with the requirements of IFRS, the requirements of the Modaraba Companies and Modaraba (Floatation and Control)
Ordinance, 1980, Modaraba Companies and Modaraba Rules, 1981 or the directives issued by SECP prevail.

The Securities and Exchange Commission of Pakistan (SECP) has issued directive (vide SRO 865 (1) / 2005) that Islamic Financial
Accounting Standard 1 (IFAS-1) shall be followed in preparation of the financial statement by Companies and Modarabas while
accounting for Morabaha transactions as defined by said Standard. The Modaraba has adopted the above said Standard

The Securities and Exchange Commission of Pakistan (SECP) has issued directive (vide SRO 431 (1) / 2007) that Islamic Financial
Accounting Standard 2 (IFAS-2) shall be followed in preparation of the financial statement by Companies and Modarabas while
accounting for [jarah (Lease) transactions as defined by said Standard. The Modaraba has adopted the above said Standard.

The Securities and Exchange Commission of Pakistan (SECP) vide circular No. 10 of 2004 dated February 13,2004 has deferred the
application of IAS 17 "Leases" on modarabas till further orders.

New or revised standards, amendments and interpretations to published approved accounting standards that are effective and
relevant

Following amendments to existing standards and interpretations have been published and are mandatory for accounting periods
beginning January 1,2015 and are considered to be relevant to the Company’s operations:

IFRS 12: “Disclosure of interests in other entities” includes the disclosure requirements for all forms of interests in other entities,
including joint arrangements, associates, structured entities, and all other off balance sheet vehicles. The standard will affect the
disclosures in the financial statements of the Company.

IFRS 13: “Fair Value Measurements” aims to improve consistency and reduce complexity by providing a precise definition of fair
value and a single source of fair value measurements and disclosure requirements for use across IFRS. The requirements do not
extend the use of fair value accounting but provide guidance on how it should be applied where its use is already required or permitted
by other standards within IFRSs. The standard will affect the determination of fair value and its related disclosures in the financial
statements of the Company.

New or revised standards, amendments and interpretations to published approved accounting standards that are effective but not
relevant

The new standards, amendments and interpretations that are mandatory for the accounting periods beginning on or after January 1,
2015 are considered not to be relevant to Company’s financial statements and hence have not been detailed here.

New or revised standards, amendments and interpretations to published approved accounting standards that are not yet effective
New standards, amendments and interpretations that are mandatory for accounting periods beginning on or after January 1, 2016 are
not yet effective and hence have not been detailed here.
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FOR THE YEAR ENDED JUNE 30, 2016

Basis of measurement

Parent
These financial statements have been prepared under the historical cost convention method except for certain financial assets which
are stated at fair value and subsidiary's fixed assets which have been stated at revalued amounts.

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

Use of estimates

The preparation of financial statements in conformity with approved accounting standards requires the use of certain critical
accounting estimates. It also requires management to exercise its judgment in the process of applying the Modaraba's accounting
policies. Estimates and judgments are continually evaluated and are based on historical experience, including expectations of future
events that are believed to be reasonable under circumstances. However, assumptions and judgments made by management in the
application of accounting policies that have significant effect on the financial statements are not expected to result in material
adjustment to the carrying amounts of assets and liabilities in the next year. 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
a) Useful life of depreciable assets/amortizable assets 51&5.2
b) Impairment of assets 513&5.4.1
c) Classification of investments 54
d) Income tax 5.12
e) Provision for staff gratuity 5.14
f) Provision for non performing assets 5.19

Significant accounting policies
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 otherwise stated.

Fixed assets

Tangible
Fixed assets are stated at cost/revalued amount less accumulated depreciation and identified impairment loss, if any. Capital work-in-

progress is stated at cost. Cost of operating fixed assets comprises historical cost, borrowing cost and other expenditures pertaining to
the acquisition, construction, erection and installation of these assets.

The Parent company charges depreciation on the straight line method and subsidiary company charge depreciation on reducing
balance method, whereby the depreciable amount of an asset is written off over its estimated useful life. Depreciation is charged at
rates stated in note 18. Full Depreciation is charged on additions, except major additions or extensions to production, facilities which
are depreciated on pro-rata basis for the duration of use during the year. Parent company charges depreciation on additions 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 but subsidiary charge no depreciation on assets deleted during the year. The Modaraba accounts for impairment, where
indication exists, by reducing the carrying value to the estimated recoverable amount.

The assets' residual value and useful lives are reviewed and adjusted, if appropriate, at each balance sheet date.

Maintenance and normal repairs are charged to income as and when incurred. Major renewals and improvements are capitalized.
Expenditures incurred subsequent to the initial acquisition of assets are capitalized only when it meets the recognition criteria. 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 assetis recognized as an income or expense.

The group assesses at each balance sheet date whether there is any indication that fixed assets may be impaired. If such indication
exists, the carrying amounts of such assets are reviewed to assess whether they are recorded in excess of their recoverable amounts.
Where carrying values exceed the respective recoverable amount, assets are written down to their recoverable amounts and the
resulting impairment loss is recognized in income currently. The recoverable amount is the higher of an assets’ fair value less costs to
sell and value in use. Where an impairment loss is recognized, the depreciation charge is adjusted in the future periods to allocate the
assets’ revised carrying amount over its estimated useful lives.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2016

Capital work-in-progress

Capital work-in-progress are stated at cost and consist of expenditure incurred, advances made and other costs directly attributable to
operating fixed assets in the course of their construction and installation. Cost also includes applicable borrowing costs. Transfers are
made to relevant operating fixed assets category as and when assets are available for use intended by the management.

Finance Leases

Assets held under finance leases are recognized as assets of the Company at their fair value at the date of acquisition or, if lower, at the
present value of the minimum lease payments. The corresponding liability to the lessor is included in the balance sheet as a finance
lease obligation.

Financial charges are allocated to accounting periods in a manner so as to provide a constant periodic rate of charge on the outstanding
liability.

Depreciation is charged at rates used for similar owned assets, so as to depreciate the assets over their estimated useful lives in view of
certainty of ownership of the assets at the end of the lease term.

Income arising from sale and lease back transactions, if any, is deferred and amortized equally over the lease period.

Operating Leases
Lease payments under operating leases (net of any incentives received from the lessor) are charged to profit and loss account on a

straight line basis over the respective lease term.

Intangible
Intangible assets are stated at cost less impairment, if any. The carrying amount is reviewed at each balance sheet date to assess

whether it is in excess of its recoverable amount and where the carrying value exceeds estimated recoverable amount, it is written
down to its estimated recoverable amount.

Investment property

Property held to earn rentals or for capital appreciation or for both is classified as investment property. The investment property of the
Modaraba comprises of office premises and is valued using the cost method i.e. at cost less any accumulated depreciation and any
identified impairment loss.

Depreciation on office premises is charged to profit and loss account on the straight line method so as to write off the depreciable
amount of office premises over its estimated useful life at the rate defined in note # 18. Depreciation on additions to investment
property is charged from the month in which a property is acquired or capitalized while no depreciation is charged for the month in
which the property is disposed off.

The Modaraba assesses at each balance sheet date whether there is any indication that investment property may be impaired. If such
indication exists, the carrying amounts of such assets are reviewed to assess whether they are recorded in excess of their recoverable
amount. Where carrying amounts exceed the respective recoverable amount, assets are written down to their recoverable amount and
the resulting impairment loss is recognised 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 recognised, the depreciation charge is adjusted in the future periods to
allocate the asset’s revised carrying amount over its estimated useful life.

The gain or loss on disposal or retirement of an asset represented by the difference between the sale proceeds and the carrying amount
ofthe asset is recognised as an income or expense.

Deferred cost and amortization
The deferred cost is written off over a period not exceeding five years in accordance with the requirements of third schedule of
Modaraba Companies and Modaraba Rules, 1981.

Financial instruments
Financial assets and financial liabilities are recognised when the Modaraba becomes a party to the contractual provisions of the
financial instrument.

Initial recognition
Financial assets and financial liabilities are measured initially at fair value plus transaction costs, except for financial assets and

financial liabilities carried at fair value through profit or loss, which are measured initially at fair value.
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FOR THE YEAR ENDED JUNE 30, 2016

Allregular way of purchases and sale of financial instruments are recognized/derecognized on the trade date.

Subsequent measurement
Financial assets and financial liabilities are measured subsequently as described below.

Subsidiary Company

All the financial assets and financial liabilities are recognized at the time when the Company becomes a party to the contractual provisions of
the instruments. The particular recognition methods adopted are disclosed in the individual policy statements associated with each item. Any
gain or loss on de-recognition of the financial assets and financial liabilities is taken to profit and loss account currently.

Financial assets
For the purpose of subsequent measurement, financial assets are classified into the following categories upon initial recognition:
* loans and receivables;
« financial assets at fair value through profit or loss;
« available-for-sale financial assets; and
* held to maturity (the Modaraba does not have any such investments).

Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market.
Following financial assets fall into this category of financial instruments:

* Deposits

* Advances

* Other receivables

* Cash and cash equivalents

Financial assets at fair value through profit or loss
Investments which are acquired principally for the purposes of generating profit from short term fluctuation in price or are part of the
portfolio in which there is recent actual pattern of short term profit taking are classified as 'financial assets at fair value through profit or loss'.

Financial assets in this category are measured at fair value with gains or losses recognised in profit and loss account. These investments are
marked to market and are carried on the balance sheet at fair value. Net gains and losses arising on changes in fair value of these investments
are taken to the profit and loss account for the year.

Auvailable for sale financial assets

Investments intended to be held for indefinite period of time, which may be sold in response to needs for liquidity or changes in equity prices,
are classified as 'available for sale financial assets'. Available-for-sale financial assets are those non-derivative financial assets that are
designated as available-for-sale financial assets or are not classified as (a) loans and receivables (b) held to maturity investments (c) financial
assets at fair value through profit or loss. Subsequent to initial recognition these investments are marked to market using the closing market
rate and are carried on the balance sheet at fair value. Surplus/Deficit arising from re-measurement are taken to comprehensive income until
the investments are sold/disposed-off or untill the investments are determined to be impaired, at which time, cumulative surplus or deficit
previously reported in the comprehensive income is included in the current year's profit and loss account.

Investments in equity instruments that do not have a quoted market price in an active market and whose fair value can not be reliably
measured are measured at cost or fair value.

Impairment of financial assets
A financial asset is assessed at each reporting date to determine whether there is any objective evidence that it is impaired. A financial asset is

considered to be impaired if objective evidence indicates that one or more events have had a negative effect on the estimated future cash
flows of that asset. Musharika and Morabaha receivables considered doubtful are provided for in accordance with the requirements of the
Prudential Regulations for Modarabas.

An impairment loss on available for sale financial asset -equity instruments is reversed only on the disposal of financial asset. Reversal of
provision on musharika and Morabaha receivables are reversed in accordance with Prudential Regulations for Modarabas.

Derecognizing of financial assets
These are derecognised when the contractual rights to the cash flows from the financial assets expire, or when the financial asset and all

substantial risks and rewards are transferred.

Financial liabilities
The Modaraba's financial liabilities include unclaimed profit distribution, creditors, accrued expenses and other liabilities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2016

Derecognition of financial liabilities
These are derecognised when they are extinguished, discharged, cancelled or expired.

Investment in associate
Associated companies, where the Modaraba holds 20% or more of the voting power of the investee company and where the company has
significant influence, but not control, over the financial and operating policies, are accounted for using the equity method.

Investment in associate is stated in consolidated financial statements using the equity method of accounting. Under the equity method,
investments in associate is carried in the balance sheet at cost as adjusted for post acquisition changes in the Modaraba's share of net assets of
the associate, less any impairment in the value of individual investment. When the Modaraba's share of losses in an associate equals or
exceeds its interest in the associate including any other unsecured receivables if any, the Modaraba does not recognise further losses, unless it
has incurred obligations or made payments on behalf of associate.

Stores, spares and loose tools
These are valued at weighted average cost except for items in transit, which are valued at cost comprising invoice value, plus other charges
paid thereon. Provision is made for slow moving and obsolete items.

Stock-in-trade
These are valued at the lower of cost and net realizable value except waste, which is valued at net realizable value determined on the basis of
contract price. The cost is determined as follows:

Raw materials Weighted average cost
Work-in-progress and finished goods Weighted average manufacturing cost including a proportion of production overheads
Waste Netrealizable value

Netrealisable value represents estimated selling prices in the ordinary course of business less expenses incidental to making the sale.

Trade debts

Trade debts are carried at the amounts billed / charged which is fair value of consideration to be received in the future. An estimate is made for
doubtful receivables based on review of outstanding amounts at the year end, if any. Provision is made against those having no activity
during the current period and are considered doubtful by the management. Balances considered bad and irrecoverable are written off when
identified.

Other receivables
Otherreceivables are recognized at nominal amount which is fair value of the consideration to be received in the future.

Creditors, accrued and other liabilities
Liabilities for trade and other amounts payable are carried at cost which is the fair value of the consideration to be paid in the future for goods
and services received.

Revenue recognition

(a) Income from Morabaha/Musharaka transactions is recognized on the basis of pro-rata accrual of the estimated profit earned
during the year.

(b) Dividend income is recognized when the right to receive dividend is established.

(c) Brokerage commission and fee income is recognized when accrued.

(d) Profiton PLS deposits is recognized on an accrual basis.

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

® Sales are recognized on dispatch of goods to customers, when risk and rewards of ownership are transferred. Waste sales are
recognized when delivery is made to customers.

(2) Profit on investment accounts with Islamic banks is recognized on an accrual basis.

(h) Rent from investment property is recorded on accrual basis

Borrowing cost

Financing and borrowings are recorded at the amounts received. Financial charges are accounted for on accrual basis. Financial charges on
long term financing is capitalized up to the date of commissioning of respective property, plant and equipment acquired out of the proceeds of
such long term financing. Other financial charges are charged to profit and loss account in the year in which they are incurred.

Taxation

Parent company

Current
The charge for taxation is based on taxable income at current rates of taxation after taking into account tax credits and tax rebates available, if
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Any or minimum tax under the provisions of the Income Tax Ordinance, 2001. For items covered under final tax regime, provision is made
according to the final tax rate provided in the Income Tax Ordinance, 2001. The income of Modaraba other than trading income is exempt
from tax under Clause 100 of Part I of the Second Schedule to the Income Tax Ordinance, 2001. Provided that not less than 90% ofits total
profits in the year as reduced by the amount transferred to a mandatory reserve, as required under the provisions of the Modaraba Companies
and Modaraba (Floatation and Control) Ordinance, 1980 or the rules made thereunder, as are distributed amongst the certificate holders.

Deferred

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 for all deductible temporary differences and carry forward of unused tax losses, if any,
to the extent that future taxable profits will be available against which the deductible temporary differences can be utilised. Deferred tax
assets arereduced to the extent thatis no longer probable that the related tax benefit will be realised.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset is realized or the
liability is settled, based on tax rates that have been enacted or substantively enacted at the balance sheet date.

However, deferred tax is not accounted for as the management believes that the temporary differences will not reverse in the foreseeable
future.

Subsidiary companies

Current
Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at the reporting
date, and any adjustment to tax payable in respect of previous years

Deferred

Deferred taxation is accounted for using the balance sheet liability method providing for temporary differences between the carrying amount
ofassets and liabilities in the financial statements and the corresponding tax bases used in the computation of the taxable profit. Deferred tax
liabilities are generally recognized for all taxable temporary timing differences and deferred tax assets to the extent that it is probable that
taxable profits will be available against which the deductible temporary differences, unused tax losses and tax credits can be utilized.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset is realized or the
liability is settled, based on tax rates that have been enacted or substantively enacted at the balance sheet date.

Deferred tax is calculated based on the rates that have been enacted or substantively enacted upto the balance sheet date and are expected to
apply to the period when the difference arises

Foreign currency translation

Parent company
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 included in income currently.

Subsidiary company

Assets and liabilities in foreign currencies are translated at the rates of exchange prevailing at balance sheet date or at the contracted rates
while foreign currency transactions are recorded at the rates of exchange prevailing at the transaction date or at the contracted rates.
Exchange gains and losses are charged to income currently.

Retirement benefits

Parent company
The Modaraba operates an Unfunded Gratuity for its permanent employees who complete the qualifying period of service. Provision has

been made in accordance with actuarial recommendations using the Projected Unit Credit Method. The results of current valuation are
summarized in Note 12 of this financial statement. Actuarial gains / losses are recognized over the average lives of the employees.

Subsidiary company

Defined contribution plan
The Company operates a funded employees’provident fund scheme for its permanent employees. Equal monthly contributions at the
rate of 6 percent of basic pay are made both by the Company and employees to the Fund. ‘ I '
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Employee compensated absences
Compensated absences are accounted for in the period in which the absences are earned.

Offsetting of financial assets and financial liabilities
A financial asset and 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.

Derivative financial instruments

The Company enters in to derivative financial instruments. These are initially recorded at cost and are re-measured to fair value at subsequent
reporting dates. Any resulting gain or loss is recognized in current year income. Derivatives with positive market values are included in other
receivables and derivatives with negative market values are included in other liabilities in the balance sheet.

Provisions

Provisions are recognized in the balance sheet when the Modaraba has a legal or constructive obligation as a result of past event and it is
probable that an outflow of resources embodying economic benefit will be required to settle the obligation and reliable estimate can be made
ofthe amount of the obligation.

Profit distribution to certificates holders
Profit distribution to certificate holders is recognized as liability in the period in which such distribution is announced

Impairment
The carrying amount of Modaraba's assets are reviewed at each balance sheet date to determine whether there is any indication of impairment.
Ifany such indication exists, the assets recoverable amount is estimated and impaired losses are recognized in the profit and loss account.

Segment reporting

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 the
following four operating segments:

- Musharaka facility

- Brokerage operation

- Capital market

- Textile Business

- Others

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

Related party transactions

Parent
All transactions with related parties, if any, are recorded at an arm's length basis.

Subsidiary Company
Transactions and contracts with the related parties are based on the policy that all transactions between the Company and related parties are
carried out atan arm’s length. These prices are determined in accordance with the methods prescribed in the Companies Ordinance, 1984.

Cash and cash equivalents
For the purposes of cash flow statement, Cash and cash equivalents comprise cash in hand and cash with banks net of borrowing considered
as being in the nature of financing activities. .

Functional and reporting currency
Items include in the financial statements are measured using the currency of primary economic environment in which the Modaraba operates.
The financial statements are presented in Pakistani Rupees, which is the Modaraba's functional and presentation currency.

Capital Risk Management

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



5.25

6.1

7.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS Yy 57
FOR THE YEAR ENDED JUNE 30, 2016

The Modaraba manages its capital structure by monitoring return on net assets and makes adjustments to it in the light of changes in
economic conditions. In order to maintain or adjust the capital structure, the Modaraba may adjust the amount of dividend paid to certificate
holders orissue new certificates.

Subsidiary accounting judgment and critical estimates / assumptions

The preparation of financial statements in conformity with approved accounting standards requires the management to:-
- exercise its judgment in process of applying the Company’s accounting policies, and

- use of certain critical accounting estimates and assumptions concerning the future.

These involve critical accounting estimates and significant assumptions concerning the future are discussed below:-

Income taxes
The Company takes into account relevant provisions of the prevailing income tax laws while providing for current and deferred taxes as
explained in notes to these financial statements.

Property, plant and equipment

Management has made estimates of residual values, useful lives and recoverable amounts of certain items of property, plant and equipment.
Any change in these estimates in future years might affect the carrying amounts of the respective items of property, plant and equipment with
corresponding effect on the depreciation charge and impairment loss.

Stores and spares

Management has made estimates for realizable amount of slow moving and obsolete stores and spares items to determine provision for slow
moving and obsolete items. Any future change in the estimated realizable amounts might affect carrying amount of stores and spares with
corresponding affect on amounts recognized in profit and loss account as provision / reversal.

Certificate capital

2015 2016 2016 2015
No of No of

Certificates  Certificates Rupees Rupees

46,220,000 46,220,000 Modaraba certificates of Rs. 10 each fully paid-up in cash 462,200,000 462,200,000

Modaraba certificates of Rs. 10 each issued as fully paid-up
6,220,000 6,220,000  bonus certificates 62,200,000 62,200,000
52,440,000 52,440,000 524,400,000 524,400,000

Certificates held by management company 5,532,296 (2015: 5,532,296).
Certificates held by associated companies and undertakings 4,972,475 (2015: 1,126,412).

Reserves
Capital Reserves Revenue Reserves
Certificate Total Total
Statutory premium Total Accumulated| General Total Reserves Reserves
Reserve * account Reserve Loss Reserve Reserves 2016 2015

Opening balance - restated 150,635,954 131,100,000 281,735,954 (121,363,682) 27,120,000 (94,243,682) 187,492,272 94,551,341

Transfer from Profit & Loss

Account ) ] ] (85,409,432) ; (85409,432) (85400,432) 68,577,468
Transfer to statutary reserve 1,864,046 - 1,364,046 (1,864,046) - (1,864,046) - -
Profit distribution - - - (8,914,800) - (8,914,800)  (8,914,800) (19,665,000)

Incremental depreciation on
revaluation surplus net off
deferred tax

Closing balance 152,500,000 131,100,000 283,600,000 (176,760,884) 27,120,000 (149,640,884) 133,959,116 187,492,272

- - - 40,791,076 - 40,791,076 40,791,076 44,028,463

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 statutory reserve. ‘ I '
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Note 2016 2015
Rupees Rupees
Surplus on revaluation of fixed assets
Opening balance 582,729,663 647,477,404
Revaluation during the year
Less:  transfer to unappropriated profit in respect of incremental depreciation
charged during the year- (net of deferred tax) 40,791,076 44,028,463
Related deferred tax liability 17,481,890 20,719,277
58,272,966 64,747,740
Closing balance 524,456,697 582,729,664
Related deferred tax effect on
Opening balance 186,473,492 227,336,511
Effect of rate adjustment (11,654,593)| (20,143,742)
Less:  incremental depreciation charged during the year transferred
to the profit and loss account. (17,481,890)( (20,719,277)
Closing balance 157,337,009 186,473,492
Net Closing balance 367,119,689 396,256,172
Long term financing
Secured - Financial institution
Habib Bank Limited - Demand Finance 9.1 5,250,000 12,250,000
The Bank of Punjab - Demand Finance 9.2 433,854,584 496,782,768
Habib Metropolitan Bank - Term Loan 9.3 10,118,000 -
449,222,584 509,032,768
Less: Current portion shown under current liabilities 14 (69,302,406) (69,928,184)
379,920,178 439,104,584
Habib Bank Limited - Demand Finance
Demand finance 9.1.1 5,250,000 12,250,000
5,250,000 12,250,000

This finance is obtained for the construction of Grid Station and is secured against first pari passu hypothecation charge on present and future
plant and machinery, first pari passu equitable mortgage charge on present and future land and building, equitable mortgage over personal
property and personal guarantees of all the directors of the Company. This finance carries mark up at 6 month KIBOR plus 2% per annum
payable on quarterly basis. The facility is repayable in 12 equal quarterly installments, commencing from July 2014.

The Bank of Punjab

Demand finance I 9.2.1 400,231,998 452,231,998

Demand finance 11 9.2.2 33,622,586 44,550,770
433,854,584 496,782,768

This amount is payable against demand finance as a sub limit of import letter of credit sight / DA 720 days opened with Bank of Punjab for
import of plant and machinery. This facility is secured against existing first pari passu charge of Rs. 643.72 million on all present and future
fixed assets of the Company with 25% margin duly registered with SECP. The loan was rescheduled on March 31, 2014 and the Company's
old facilities of running finance and PAOA was merged with demand finance. As per the revised terms, the facility is additionally secured
with equitable mortgage of project building and personal guarantee of three directors of the Company. The charge over the said project ranks
pari passu with the charge registered with Habib Bank Limited. The finance carries markup at the rate of 3 month KIBOR plus 200 bps witha
floor of 11% per annum payable on quarterly basis. The loan is now repayable in 43 quarterly installments commencing from April 15,2010.
The accompanying suspended mark up was also rescheduled with the same facility.

'The facility is created against conversion of accrued markup upto September 30, 2009 on all facilities except LTF-EOP loan. The facility is
secured against equitable mortgage of project building and personal guarantee of three directors of the Company. The charge over the said
project ranks pari passu with the charge registered with Habib Bank Limited. The loan was rescheduled on March 31, 2014 and the
Company's old facilities of running finance and PAOA was merged with demand finance. This loan is repayable in 39 quarterly installments
commencing from April 15,2010.

Habib Metropolitan Bank

9.3.1 10,118,000 -

10,118,000 -

Term Loan
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2016
Rupees

2015
Rupees

Note

9.3.1 Thisfacility is obtained for the modernisation and upgradation of plant and machinery and is secured against exclusive hypothecation charge
of Rs. 83.340 million on assets to be imported under the sanctioned term loan limit amounting to Rs. 50.000 million. This finance carries
mark up at 3 months KIBOR plus 2.5% per annum payable on quarterly basis. This facility is repayable in 18 equal quarterly installments

commencing from March 31,2017.

10.  Liability against asset subject to finance lease - Secured
Balanceas atJuly 01

1,460,000

Additions during the year -
1,460,000 -

Payments/Adjustments during the year (181,877) -
1,278,123 -

Less: Payable within one year shown under current liabilities (401,751) -
876,372 -

This represents finance leases entered into with financial institutions for vehicle. Financing rate of 9.50% per annum have been used as a
discounting factor. At the end of the lease period the ownership of assets shall be transferred to the Company on payment of residual values of

the assets.

The future minimum lease payments to which the Company is committed under the lease agreements and the periods in which they will

become due are as follows:

2016 2015
Upto one One to five Total Upto one One to five Total
year years year years
Minimum lease payments outstanding 502,224 962,620 1,464,844 - - -
Financial charges not due (100,473) (86,248) (186,721) - - -
Present value of minimum lease payments 401,751 876,372 1,278,123 - - -
Payable within one year shown under current liabilities (401,751) - (401,751) - - -
Total - 876,372 876,372 - - -
11.  Deferred mark up
Deferred markup 25,537,448 49,537,448
Less: Current portion shown under current liabilities (25,537.,448)  (24.000,000)
- 25,537,448
12.  Deferred liabilities
Deferred taxation liability 12.1 182,886,708 200,753,466
Staff gratuity 12.2 2,934,768 2,655,484
185,821,476 203,408,950
12.1  Deferred taxation liability/asset
The net balance for deferred taxation is in respect of the following temporary differences:
Deferred tax liabilities
Accelerated tax depreciation allowance 93,596,808 101,220,233
Revaluation of operating fixed assets 157,337,009 186,473,492
Lease Rentals 47,263 -
250,981,080 287,693,725
Deferred tax assets
losses carried forward (1,897,521) -
turnover tax (66,196,851) (86,940,259)
182,886,708 200,753,466
12.2  Staff gratuity 2,934,768

2i5i§




1%/0(/1) 00

FIRST EQUITY MODARABA

12.2.1

12.2.2

12.2.3

12.2.4

12.2.5

12.2.6

12.2.7

._.
N
D
%

o
bl

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2016

General description

Note

2016
Rupees

2015
Rupees

Employees, after completion of one year of service, shall be entitled for gratuity on leaving the company’s employment. Gratuity shall be
paid on the basis of one month’s last drawn monthly gross salary for each completed year of service.
Annual provision is based on actuarial valuation, which was carried out as at June 30, 2016 on October 03, 2016 using the Projected Unit

Method.

Amount recognized in the balance sheet are as follow:

Present value of defined benefit obligation 2,934,768 2,655,484
Fair value of plan assets - -
Total defined benefit obligation 2,934,768 2,655,484
Movement in defined benefit obligation
Opening balance 2,655,484 1,556,255
Charged for the define benefit plan
Current service cost 288,015 168,971
Net interest 258,910 206,204
546,925 375,175
Remeasursement of defined benefit liability
Due to financial assumptions - 341,123
Due to experience adjustments (267,641) 382,931
(267,641) 724,054
Benefits paid - -
Closing balance 2,934,768 2,655,484
Actuarial assumptions Rate per annum
Valuation discountrate 7.25% 9.75%
Salary increase rate -Short term (period of next one year) 7.25% 9.78%
Salary increase rate- long term 7.25% 9.75%
Sensitivity analysis of principal assumptions Impact on obligation of change in assumptions
Change in Increase in Change in
assumption obligation assumption
Discount rate 1% 2,713,084 3,178,525
Salary Increase rate 1% 3,190,938 2,698,426
Withdrawal rate 10% 2,934,768 2,934,768
Mortality age 1 Year 2,934,768 2,934,768
Expected maturity analysis of undiscounted defined obligation for the gratuity scheme is as follows:
At at June 30, 2016 Year 1 Year 2 Year 3 Year 4 Year 5 Over 5 years
Gratuity 43,114 144,625 40,319 180,944 41,537 4,934,095

Following risks are associated with Defined benefit plans:

Longevity risks: The risk arises when the actual lifetime of retirees in longer than expectation. This risk is measured at the plan level over the

entire retiree population.

Salary increase risk: The most common type of retirement benefit is one where the benefit is linked with the final salary. The risk arises when
the actual increases are higher than expectation and impacts the liability accordingly.
Withdrawal risk: The risk of actual withdrawals varying with the actuarial assumptions can impose a risk to the benefit obligation. The

movement of liability can go either way.

The disclosure made in notes 12.2.5 to 12.2.7 are based on the information included in the actuarial valuation report of the Modaraba as of

June 30,2014.

Short term borrowings

Secured - financial institutions (Running finance arrangements)

Habib Bank Limited - Pledge 13.1 99,748,468 18,166,501

Habib Bank Limited - Hypothecation 13.2 9,904,700 -

Habib Metropolitan Bank - Pledge 133 12,178,845 -

Habib Metropolitan Bank - FIM 13.4 17,903,504 -
139,735,517 18,166,501
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The facility is obtained for import / purchase of raw cotton bales and to finance working capital inventory. This facility is secured against
pledge of raw cotton with 10% margin and pledge of cotton / blended yarn with 15% margin. The finance carries mark-up at the rate of 1
month KIBOR + 125 basis points to be calculated on monthly basis. The total sanctioned limitis Rs. 250 million (2015: Rs. 250 million).

The facility was obtained for working capital requirements. This facility was secured against first pari passu charge of Rs. 57 million on
stocks and receivables of the Company. The finance carries markup at the rate of 1 month KIBOR plus 125 basis points to be calculated on
monthly basis. The total sanctioned limits Rs. 10.000 million (2015: nil).

The facility is obtained for import/ purchase of raw cotton bales and to finance working capital inventory with a 10% margin. This facility is
secured against first pari passu charge of Rs. 234.000 million on stocks and receivables of the Company. The finance carries markup at the
rate of 6 month KIBOR plus 150 basis points to be calculated on monthly basis. The total sanctioned limit is Rs. 100 million (2015: nil).

Note 2016 2015
Rupees Rupees

Current portion oflong term liabilities
Secured—financial institution
Bank of Punjab Demand Finance 62,928,184 62,928,184
Habib Bank Limited Demand Finance 5,250,000 7,000,000
Habib Bank Limited - Grid Station 1,124,222 -

9 69,302,406 69,928,184
Liabilities against assets subject to finance lease 10 401,751 -
Deferred mark up 11 25,537,448 24,000,000

95,241,605 93,928,184

Creditors, accrued and other liabilities

Creditors 15.1 54,910,281 39,782,529
Accrued expenses 161,214,985 106,009,496
Charity 21,100 26,103
Payable to clients 1,007,564 16,277,252
Advance from customer 383,599 549,005
Rention money payables 3,172,446 3,172,446
Sale tax payble 155,655 1,536,392
Withholdolding tax payable 401,332 182,701
Workers Profit Participation Fund - 2,741,637
Workers' Welfare Fund 2,506,308 2,553,375
Other liabilities 15.2 2,956,460 3,318,349

226,729,731 176,149,285

This includes Rs. 13.214 million (2015: Rs. 13.214 million) due to associated undertakings.
This includes Rs 2,361,006 (2015 : Rs 4,829,780) payable to Premier Financial Services (Private) Limited

Accrued Mark Up
Financial institutions 12,004,917 14,696,812
Sponsors 5,025,482

12,004,917 19,722,294

Contingencies and commitments

Contingencies

There is a contingent liability in respect of bank guarantees issued by the Company's banker in the ordinary course of business in favor of Sui
Southern Gas Company Limited and HESCO aggregating to Rs. 29.06 million (2015: Rs. 25.60 million).

During the prior year, two separate cases have been decided in the International Court of Arbitration against the Company in respect of
liabilities aggregating to US$ 611,523. The plaintifts through their legal advisor served the Company with a notice to pay the amount as per
the award and filed suits against the Company in the Honorable High Court of Sindh for enforcement of award. No provision has been made
in the financial statements for the liability that may arise in the event of a decision against the Company as the management is of the opinion,
based on advice of legal advisor, that the decision is likely to be in the favor of the Company.

Modaraba has filed a suit against Samba Bank Ltd for the recovery of deposit amounting to Rs 21 million alongwith mark up. The matter is
pending before the Honourable High Court of Sindh. Management of the Modaraba and its legal advisor are of the opinion that Modaraba has
reasonable chance and it appear unlikely that Modaraba may suffer any loss from the same

Commitments
Commitment in respect of letters of credit as at the balance sheet date amounted to Rs. 24.030 million (2015: Rs. 26.887 million).
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Tangible
2016
Cost Accumulated depreciation Book value | Rate
As at As at As at Charged As at As at
July 01, Addition / | June 30, July 01, | during the June 30, June 30, %
Particulars 2015 *Transfer 2016 2015 year 2016 2016
Rupees
Owned
Leasehold land 40,140,000 - 40,140,000 3,471,417 366,686 3,838,103 36,301,897 1
Factory building 307,432,912 - 307,432,912 123,765,898 | 18,366,701 142,132,599| 165,300,313] 10
Colony building 58,423,768 - 58,423,768 26,532,159 3,189,161 29,721,320] 28,702,448 10
Plant & machinery 1,476,427,613] 47,441,384 |1,523,868,997| 653,671,806 | 84,458,629 | 738,130,435 785,738,562 10
Gas generator 110,674,827 735,000 111,409,827 53,175,409 5,811,192 58,986,601 52,423,226/ 10
Electric installations 82,204,318 - 82,204,318 39,507,030 4,269,729 43,776,759| 38,427,559 10
Office premises 20,848,634 776,160 21,624,794 7,336,317 1,059,611 8,395,928 13,228,866[ 5 & 10
Grid Station 23,809,569| 8,370,123 32,179,692 198,413 2,789,764 2,988,177 29,191,515
Office equipments 1,116,185 83,870 1,043,725 815,013 115,466 774,150 269,575] 20
(156,330) (156,329)
Factory equipment 4,719,915 237,505 4,957,420, 2,159,065 275,877 2,434,942 2,522,478 20
Computers 2,050,905 160,899 2,055,729 1,342,759 263,464 1,450,155 605,574(33 & 20
(156,075) (156,068)
Motor vehicles 18,855,440 7,358,279 21,951,877 11,152,140 2,192,635 9,732,852 12,219,025 20
(4,261,842) (3,611,923)
Furniture & fixtures 1,201,234 - 1,201,234 813,884 38,733 852,617 348,617 20
Leased Vehicles - 1,460,000 1,460,000 - 24,333 24,333 1,435,667
2016 2,147,905,320| 66,623,220 |2,209,954,293| 923,941,310 | 123,221,981 |1,043,238,971|1,166,715,322
(4,574,247) (3,924,320)
2015
Cost Accurnulated depreciation Book value | Rate
As at As at As at Charged As at As at
July 01, Addition / June 30, July 01, during the June 30, June 30, %
Particulars 2014 *Transfer 2015 2014 year 2015 2015
Rupees
Owned
Leasehold land 40,140,000 - 40,140,000 3,101,027 370,390 3,471,417 36,668,583 1
Factory building 301,838,785 5,594,127 307,432,912| 103,562,816 20,203,082 | 123,765,898 | 183,667,014| 10
Colony building 58,423,768 - 58,423,768 22,988,647 3,543,512 | 26,532,159 31,891,609| 10
Plant & machinery 1,417,575,075| 58,852,538 |1,476,427,613| 565,814,564 87,857,242 | 653,671,806 | 822,755,807| 10
Gas generator 110,674,827 - 110,674,827 46,786,585 6,388,824 | 53,175,409 57,499,418| 10
Electric installations 82,204,318 - 82,204,318| 34,762,887 4,744,143 39,507,030 42,697,288 10
Office premises 20,848,634 - 20,848,634] 6,296,110 1,040,207 7,336,317 13,512,317| 5& 10
Grid Station - 23,809,569 23,809,569 - 198,413 198,413 23,611,156
Office equipments 1,055,685 121,500 1,116,185 772,528 87,258 815,013 301,172 20
(61,000) (44,773)
Factory equipment 4,719,915 - 4,719.915] 1,874,526 284,539 2,159,065 2,560,850{ 20
Computers 1,760,945 397,300 2,050,905] 1,225,526 224,570 1,342,759 708,146(33 & 20
(107,340) (107,337)
Motor vehicles 17,005,948 3,136,000 18,855,440/ 10,701,385 1,652,702 11,152,140 7,703,300{ 20
(1,286,508) (1,201,948)
Furniture & fixtures 1,201,234 - 1,201,234 717,048 96,836 813,884 387,350] 20
2015 2,057,449,134| 90,911,034 |2,147,905,320( 798,603,649 | 126,691,718 | 923,941,310 (1,223,964,010
(1,454,848) (1,354,058)
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Note 2016 2015
Rupees Rupees

Depreciation for the year has been allocated as follows:
Modaraba business
Administrative expense 18.2 1,960,327 1,562,986
Textile Business
Costofsale 119,897,849 120,924,411
Administrative expense 1,483,805 1,496,205

123,341,981 123,983,602

This amount includes depreciation charge of Rs. 120,000 (2015: Rs 120,000) pertaining to investment property.

Had there been no revaluation, the net book value of the specific classes of property, plant and equipment would have been as follows:

Factory building 63,645,472 70,717,191
Colony building 10,767,111 11,963,457
Plant & machinery 357,940,025 347,424,099
Gas generator 23,230,976 25,063,584
Electric installations 16,750,297 18,611,441
Factory equipment 1,334,963 1,241,389

473,668,844 475,021,161

Intangible 19.1 19,000,000 19,000,000
This represents Trading Right Entitlment certificates (TREC) recieved from Karachi Stock Exchanges Ltd and Islamabad Stock Exchanges
Ltd after Demutilization.

In Stock Exchange (Corporatization, Demutualization and Integration) Act 2012 the prerequsite for TREC holder to register as Broker
should be a company as defined in Companies Ordinance, 1984. Our submission to SECP that Modaraba although not a company but being
regulated under its auspices and a corporate legal entity, has not been accepted by the Regulators. Thereafter, we have requested our prime
regulator, Registrar Modaraba to allow us to create a wholly owned subsidiary enabling us to protect and safe guard assets of the modaraba.
The Registrar Modaraba did not understand our challenge and concern, we have left with no other option but to file a suit in the Honorable
Sindh High Cout and got a stay order against the cancelation of Broker registration.

After the integration of stock exchanges of Pakistan, the Registrar Modaraba have given us the permission to form wholly owned subsidiary
companies and to transfer all brokerage related assets and liabilities to the new formed companies. The companies have been formed and the
transfer of assets and liabilities are under process.

Investment property
2016
Cost Accumulated Depreciation Book Value
As at As at As at Charged As at as at Rate
Particulars July 01, Transfer June 30, July 01, during the June 30, June 30,
2015 2016 2015 year 2016 2016 %
Office premises 2,400,000 - 2,400,000 448,333 120,000 568,333 1,831,667 5
2015
Cost Accumulated Depreciation Book Value
As at As at As at Charged As at as at Rate
Particulars July 01, Transfer June 30, July 01, during the June 30, June 30,
2014 2015 2014 year 2015 2015 %
Office premises 2,400,000 - 2,400,000 328,333 120,000 448,333 1,951,667 5
Long term investments
Investment classified as available-for-sale financial assets
Listed securities 21.1 1,729,389 1,959,129
Unlisted securities 21.2 72,219,861 72,219,861
Preference Share 21.3 1,828,740 1,828,740

75,777,990 76,007,730
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21.1  Listed securities
The holding is in ordinary shares/units of Rs. 10 each of listed companies, unless otherwise stated:
2015 2016 Note 2016 2015
Number Number Rupees Rupees

Open-end mutual funds

11,968 11,968 Dawood Income Fund (Unit of Rs. 100 each) 21.1.1 847,188 847,188
Fixed Line Telecommunication
42,000 42,000 Pakistan Telecommunication Company Limited 631,260 861,000
Financial Services
22,000 22,000 Javed Omer Vohra & Company Limited 21.1.1 41,800 41,800
Equity investment instruments
735,000 735,000 First Dawood Mutual Fund 21.1.1 & 209,141 209,141
21.1.2

1,729,389 1,959,129

21.1.1 There wasno trading on these scrips on June 30,2016. Their last quoted /traded value is taken for valuation.

21.1.2 Investment was made at inception and the carrying value was Rs 5,145,000. SECP took action against the management and as a result the
Trustee (Central Depository Company of Pakistan Limited) sold its investment and made tld pa2tial payment to share holders. The
Modarabarecieved Rs 4,935,859 in this matter.

21.1.3 Unlisted securities

The holding is in ordinary shares of Rs. 10 each.

21.2 50,000 50,000 Sapphire Power Generation Limited 1,800,000 1,800,000
4,007,383 4,007,383 Karachi Stock Exchange Ltd 21.2.1 40,073,830 40,073,830

3,034,603 3,034,603 Islamabad Stock Exchange Ltd 21.2.2 30,346,030 30,346,030

78.150 78,150 Callmate Telips Telecom Limited 21.2.2 1 1

2123 72,219,861 72,219,861

21.2.1 Net assets value per share of Sapphire Power Generation Limited is Rs. 85.23 (2014: Rs. 69.72) as per financial statements as at June 30,
2015 audited by Riaz Ahmad, Saqib, Gohar & Company, Chartered Accountants.

21.2.2 Net assets value per share of Pakistan Stock Exchange Ltd (Formerly Karachi Stock Exchange Limited) and ISE Towers REIT Management
Company Limited (Formerly Islamabad Stock Exchange Ltd) is Rs.9.98 (2015: Rs. 10.17) and Rs. 11.67 (2015: Rs. 11.10) as per financial
statements as at June 30, 2016 audited by Ernst & Young Ford Rhodes Sidat Hyder, Chartered Accountants and BDO Ebrahim & Company,
Chartered Accountants respectively.

21.2.3 The company is in the process of winding up, hence Net assets value per share is not available.

21.3  Preference Shares
The holding is in ordinary shares of Rs. 10 each.

182,874 182,874 Mari Petroleum 1,828,740 1,828,740
1,828,740 1,828,740

22.  Storeand spares
-inhand 27,533,130 29,440,537

27,533,130 29,440,537
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Note 2016 2015
Rupees Rupees
23.  Stock-in-trade
Raw material
-inhand 159,818,869 114,992,056
Work in Process 7,623,217 6,812,613
Finished goods 108,230,618 92,917,728
275,672,704 214,722,397
24.  Tradedebts
Secured - considered good 24.1 & 24.2 31,644 619,908
Unsecured - considered good 66,703,480 92,922,766
66,735,124 93,542,674
Unsecured - considered doubtful 9,821,888 9,565,353
Less: Provision for bad debts against local debtors (9,821,888 (9,565,353
66,735,124 93,542,674
24.1 This comprises of amounts receivable from:
Suraj Cotton Mills Limited 31,644 619,908
242 Theaging of related party balances at the balance sheet date is as follows:
Past due by over 60 days 31,644 619,908
25. Morabaha/Musharaka receivables-secured
Musharaka - considered good 25.1 140,333,175 153,003,609
Morabaha -considered doubtful 17,380,055 17,380,055
157,713,230 170,383,664
Provision for non performing assets (17,380,055) (17,380,055)
140,333,175 153,003,609

25.1

The Modaraba has entered into musharaka agreements under which the Modaraba has provided funds for working capital requirements on

profit and loss sharing basis. These are secured against pledge, hypothecation of stock and receivables, demand promissory notes, personal
guarantee of directors / proprietors and mortgage of property. Expected rate of profit on musharaka transactions during the year range
between 12%to 16 % (2015: 12 % to 16%)).

26. Short term investments

Investments in associated company 26.1 23,355,780 26,979,617
Investment classified as financial asset at fair value through profit or loss
Listed securities 26.2 101,100,114 97,882,927
124,455,894 124,862,544
26.1 Investments in associated company
The holdings are in ordinary shares of Rs. 10 each.
2015 2016
Number Number
964,151 1,205,581 Premier Insurance Limited 26,979,617 24,376,515
Purchased of holding in associated company 1,432,025 10,700,000
Share of (loss) / profit (4,051,212) 3,078,706
Impairment in associated company - (10,685,020)
Less: dividend income (1,004,650) (490,584)
23,355,780 26,979,617
26.2  Listed securities
The holding is in ordinary shares/units of Rs. 10 each of listed companies, unless otherwise stated:
Oil and Gas
20,850 5,700  Mari Petroleum Company Limited 5,176,854 9,770,310
10,000 32,200  Hascol Petroleum Company Limited 6,290,914 1,145,100
29,900 26,900  Oil & Gas Development Co Limited 3,714,083 5,359,276
- 31,000  Pakistan Refinery Limited 1,276,580 -
- 61,000  SuiNorthern Gas Pipeline Limited 2,213,690
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2015 2016 2016 2015
Number Number Rupees Rupees
- 35,000  SuiSouthern Gas Pipeline Limited 963,550 -
49,800 400 Shell Pakistan Limited 116,084 12,597,408
Food
- 59,700  Engro Foods Limited 9,750,801 -
Chemicals
5,600 6,100 AkzoNobel Pakistan Limited 1,126,365 1,787,352
- 8,000  Engro Fertilizer Limited 515,840 -
- 57,500  Fauji Bin Qasim Limited 3,048,075 -
35,000 161,000 Ghani Global Gas Limited 2,914,100 655,900
2,600 3,500  ICIPakistan Limited 1,557,570 1,115,062
135,000 685,000  Lotte Chemical Pakistan PTA Limited 4,116,850 934,200
- 2,000  Synthetic Product Limited 93,800 -
- 25,000  Sitara Peroxide Limited 453,750 -
16,000 16,000 Wah Noble Chemicals Limited 1,040,000 805,600
Construction and materials
285,000 536,000  Dewan Cement Limited 7,761,280 4,145,460
100,000 50,000  Fauji Cement Company Limited 1,790,000 3,487,000
2,000 2,000  Cherat Cement Company Limited 239,140 174,060
11,800 200  Lucky Cement Limited 129,702 6,131,516
- 322,500  Power Cement Limited 3,363,675 -
Transport
251,000 100,000  Pakistan International Bulk Terminals Limited 3,207,000 8,985,800
Personal goods
- 20,500  NishatMills Limited 2,211,950 -
Household goods
- 4,000  GhaniGlass Industries Limited 377,520 -
Pharma and biotech
8,650 - IBL Healthcare Limited - 986,100
- 13,500  GlaxoSmith Limited 2,795,985 -
22,500 3,200 The Searle Company Limited 1,715,680 7,215,525
Automobile and parts
33,800 - HondaAtlas Car (Pakistan) Limited - 7,391,384
- 13,900 Gandhara Nissan Limited 2,170,485 -
6,400 - Pak SuzukiLimited - 2,789,824
677,000 631,000 Ghani Automobile Limited 4,429,620 5,822,200
Fixed line telecommunication
595,500 709,500  Pakistan Telecommunication Company Limited 10,663,785 12,207,750
- 86,000  TRG Pakistan Limited 2,885,300 -
Cable & electrical goods
- 52,625  PakElectron Limited 3,402,206 -
- 127,000  TPL Tracker Limited 1,596,390 -
Electricity
354,000 991,500 K-Electric Limited 7,991,490 2,973,600
Banks
137,500 - BankIslami Pakistan Limited - 1,402,500
101,100,114 97,882,927
Advances - considered good
To employees 1,519,386 1,560,077
To supplier of goods 51,977,194 36,769,364
Against letter of credit 1,286,333 77,399
Others 150,000 -
54,932,913 38,406,840
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Note 2016 2015
Rupees Rupees
28.  TradeDeposits and Prepayments
Deposits 14,772,665 14,772,665
Margin deposit 6,688,246 8,140,588
Prepayments 12,105,681 254,629
33,566,592 23,167,882
29.  Other Receivables
Receivable from clients 29.1 20,415,949 24,061,246
Insurance claim 29.2 67,843 -
Dividend 21,575 168,217
Cotton claims 804,462 -
Others 952,853 2,689,078
22,262,682 26,918,541
29.1 Receivablefrom clients
Considered good 20,415,949 24,061,246
Considered doubtful 12,500,000 12,500,000
32,915,949 36,561,246
Less: Provision for doubtful debts (12,500,000)  (12,500,000)
20,415,949 24,061,246
29.1.1 Movement in provision for doubtful debts
Opening provision 12,500,000 12,500,000
12,500,000 12,500,000
29.1.2 Receivable from client includes receivable from related parties of Rs. 1,203,270 (2015: 358,628)
29.2 Theamountisreceivable from Premier Insurance Limited, an associated undertaking.
29.3  Allthe amounts are shortterm. The carrying amount is considered a reasonable approximation of fair value.
30. Taxrefund from government authorities
Sales tax refundable 5,015,361 7,390,259
Income tax refundable 20,916,444 13,596,987
25,931,805 20,987,246
31. Taxation-Net
Advance income tax 29,817,016 26,545,816
Less : Provision for taxation (15,987,970)  (15,905,952)
13,829,046 10,639,864
32.  Cashandbank balances
Cashin hand 725,000 822,513
Bank balances
-in current accounts 32.1 5,943,905 12,516,728
-in Islamic bank 8,751,955 17,979,730
-In saving accounts 808,641 311,027
16,229,501 31,629,998
32.1 Effective mark-uprate in respect of PLS accounts ranges from 2% to 7% (2015: 5% to 7%) per annum.
33. Income
Income from modaraba's business 33.1 30,364,140 34,252,047
Income from textile's business 33.2 27,106,712 166,510,216
57,470,852 200,762,263
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Note 2016 2015
Rupees Rupees
Income from modaraba's business
Profit on musharaka 17,479,567 17,756,838
Brokerage commission 1,776,585 2,852,129
Capital gain 4,279,537 5,829,234
Dividends 5,174,167 4,185,556
Rentals 1,320,000 1,200,000
Commission and fees 334,284 2,428,290
30,364,140 34,252,047
Income from textile's business
Sales
-Local 2,005,008,654 2,084,515,879
- Exports - 24,168,819
- Waste sales 60,076,379 53,889,255
2,065,085,033 2,162,573,953
Less: Commission to selling agent (50,683,000) (48,791,241)
2,014,402,033 2,113,782,712
Less: Cost of sale 333 (1,987,295,321) (1,947,272,496)
27,106,712 166,510,216
Costofsale
Raw material consumed 33.3.1 1,460,368,664 1,455,815,498
Store consumed 33,368,109 39,435,686
Packing material consumed 27,109,619 27,802,462
Salaries, wages and other benefits 137,947,229 120,461,073
Provident fund contribution 2,065,715 1,918,225
Fuel and power 203,910,772 185,293,975
Insurance 9,464,200 8,400,731
Repair & maintenance 6,251,352 5,896,843
Depreciation 18.1 119,897,849 123,632,528
Other manufacturing overheads 3,035,306 2,504,947
2,003,418,815 1,971,161,968
Work in Process
-opening stock 6,812,613 9,346,242
-closing Stock (7,623,217) (6,812,613)
Cost of goods manufactured 2,002,608,211 1,973,695,597
Finished goods
-opening stock 92,917,728 66,494,627
-closing Stock (108,230,618)  (92,917,728)
1,987,295,321 1,947,272,496
Raw material consumed
Opening stock 114,992,056 103,135,168
Purchased during the year 1,505,195,477 1,467,672,386
1,620,187,533 1,570,807,554
Closing stock (159,818,869) (114,992,056)
1,460,368,604 1,455,815,498
Operating expenses
Salaries, allowances and benefits 34.1 15,736,356 13,189,261
Provident fund contribution 390,041 323,110
Traveling, conveyance and entertainment 1,227,749 862,703
Telephone and postage 937,583 1,106,801
Rent, rates and taxes 710,043 1,139,636
Electricity 485,480 408,737
Insurance 763,031 521,761
Printing, stationery and advertising 1,012,006 1,971,305
Fees and subscriptions 2,389,800 2,351,916
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Note 2016 2015
Rupees Rupees

Vehicle running and maintenance 2,305,045 2,168,709
Depreciation 18.1 3,444,131 3,179,190
Facilities and services 4,613,163 4,508,446
Repair and maintenance 3,012,231 1,334,055
Annual Review Meeting 106,303 91,382
Auditors' remuneration 34.3 642,776 431,802
Legal and professional 2,599,274 2,427,708
Shariah Advisor 150,000 150,000
Training and development 479,600 -

KSE & SECP Charges 422,336 721,206
Zakat 3,251 2,225
Withholding & CVT tax 531,774 2,194,607
Donation 6,158,334 5,333,334
Cartage expense 98,972 42,130
Preliminary expenses - net 747,860 -

Others 842,036 590,849

49,809,175 45,050,873

Remuneration of officers and other employees
The aggregate amount charged in the consolidated financial statements for remuneration, including benefitsto 511 (2015: 518) employees
ofthe Modaraba is:

2016 2015
Other Other
Officers Employees Officers Employees
Salaries and allowances 5,917,200 7,497,516 4,977,698 6,305,916
Gratuity and Leave fare 131,900 175,000 423,979 397,450
Expenses reimbursed: Medical 259,496 976,685 278,811 510,143

6,308,596 8,649,201 5,680,488 7,213,509

Salaries, allowances and benefits include provision for gratuity of Rs. 546,925 (2015: Rs.297,858). Officers are also provided with free use
of Modaraba maintained cars.

Auditor's remuneration

Audit fee 486,806 310,000

Halfyearly review 26,500 25,000

Other fees 129,470 96,802

642,776 431,802

Distribution and Selling Expenses

Freightloading and unloading 15,967,881 15,466,841

Clearing & forwarding - exports - 1,090,131

Export development charges - 66,463

Pressing comber noil 446,422 316,624
16,414,303 16,940,059

Financial Charges

Markup/intereston :

Long term loan - secured 47,662,431 51,696,325

Short term loan & running finance - secured 11,199,875 11,874,437

Loan from directors - 4,252,093

Finance Lease 9,975 -

Bank charges 3,059,189 3,669,645

61,931,470 71,492,500
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Note 2016 2015
Rupees Rupees

Otherincome
Profit on PLS deposits 311,026 445,256
Gain on sale of fixed assets 1,759,573 342,140
Interest income 780,432 1,164,129
Others 14,375 -

2,865,406 1,951,525
Other charges
Exchange loss - net - 23,465
Provision for doubtful debts 256,535 1,721,890
Worker Welfare Fund 185,562 1,274,451
Workers Profit Participation Fund 2,741,637

442,097 5,761,443

Taxation

The charge for current tax is based on taxable income at current rates of taxation after taking into account tax credits and rebates available and
minimum tax as applicable under the Income Tax Ordinance, 2001.

Assessments, in respect of First Equity Modaraba, upto and including the tax year 2015 have been finalized under section 120 of the Income
Tax Ordinance, 2001 (the Ordinance) which is subject to audit under section 170 of the Ordinance.

(Loss)/ Earnings per certificates - basic and diluted

(Loss)/ Profit for the year (85,223,870) 68,577,468
Number Number

Weighted average number of certificates outstanding during the year 52,440,000 52,440,000
Rupees Rupees

(Loss)/ Profit per certificate - basic and diluted (1.63) 1.31

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

Risk Management Policies and Objectives:

Financial risk management

The board of directors has overall responsibility for the establishment and oversight of the Modaraba's risk management framework. The
Modaraba has exposure to the following risks from its use of financial instruments:

- Creditrisk

- Liquidity risk

- Market risk

Credit and concentration risk

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, without taking into account the fair value of any collateral. Concentration of credit risk arises when a number of counterparties are
engaged in similar business activities or have similar economic features that would cause their ability to meet contractual obligations to be
similarly affected by changes in economic, political or other conditions. Concentrations of credit risk indicate the relative sensitivity of the
Modaraba's performance to developments affecting a particular industry.

Credit risk of the Modaraba arises principally from the investments, musharaka/morahaba receivables, advances, trade deposits and other
receivables. The carrying amount of financial assets represents the maximum credit exposure. To reduce the exposure to credit risk, the
Modaraba has developed a formal approval process whereby credit limits are applied to its customers. The management continuously
monitors the credit exposure towards the customers and makes provision against those balances considered doubtful for recovery.

The Carrying amount of financial assets represents the maximum credit exposure before any credit enhancements. The maximum exposure
to creditrisk at the reporting date is:

Investment 200,233,884 200,870,274
Trade debts 66,735,124 93,542,674
Morabaha/Musharaka receivables-secured 140,333,175 153,003,609
Advances-considered good 57,442,913 40,916,840
Trade deposits and prepayments 34,816,592 24,317,882
Otherreceivables 22,262,682 26,918,541

521,824,370 539,569,820
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Ligquidity risk

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 could be required to pay its liabilities earlier than expected or 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.

2016

Over one year

Less than but less than

One year five years  Over five years Total
Assets
Long term investments - 75,777,990 - 75,777,990
Trade debts 66,735,124 - - 66,735,124
Morabaha & musharakareceivables 140,333,175 - - 140,333,175
Short term investments 124,455,894 - - 124,455,894
Advances 54,932,913 - 2,510,000 57,442,913
Trade deposits 21,460,911 1,250,000 - 22,710,911
Otherreceivables 22,262,682 - - 22,262,682
Bank balances 16,229,501 - - 16,229,501

446,410,199 77,027,990 2,510,000 525,948,190
Liabilities
Security Deposit - 200,000 - 200,000
Long term financing 94,839,854 379,920,178 - 474,760,032
Liabilities against asset subject to finance lease 401,751 876,372 - 1,278,123
Short term borrowings 139,735,517 - - 139,735,517
Creditors, accrued and other liabilities 226,544,169 - - 226,729,730
Accrued mark up 12,004,917 - - 12,004,917
Unclaimed profit distribution 27,844,960 - - 27,844,960

501,556,729 380,996,550 - 882,553,279
Netbalance (55,146,529) (303,968,560) 2,510,000 (356,605,089)

2015
Over one year

Less than but less than

One year five years Over five years Total
Assets
Long term investments - 76,007,730 - 76,007,730
Trade debts 93,542,674 - - 93,542,674
Morabaha & musharaka receivables 153,003,609 - - 153,003,609
Short term investments 124,862,544 - - 124,862,544
Advances 38,406,840 - 2,510,000 40,916,840
Trade deposits 22,913,253 1,150,000 - 24,063,253
Otherreceivables 26,918,541 - - 26,918,541
Bank balances 31,629,998 - - 31,629,998

491,277,459 77,157,730 2,510,000 570,945,189
Liabilities
Security Deposit - 200,000 - 200,000
Long term financing 93,928,184 439,104,584 - 533,032,768
Deferred Mark up - - 25,537,448 25,537,448
Short term borrowings 18,166,501 - - 18,166,501
Creditors, accrued and other liabilities 176,149,285 - - 176,149,285
Accrued mark up 19,722,294 - - 19,722,294
Unclaimed profit distribution 27,618,316 - - 27,618,316

335,584,580 439,304,584 25,537,448 800,426,612
Net balance 155,692,879 (362,146,854)  (23,027,448) (229,481,423)
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Market risk

Market risk is the risk that the value of the financial instrument may fluctuate as a result of changes in market interest rates or the market price
due to a change in credit rating of the issuer or the instrument, change in market sentiments, speculative activities, supply and demand of
securities and liquidity in the market.

Operational Risk

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
inthe following areas:

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

- Requirements for the reconciliation and monitoring of transactions;

- Compliance with regulatory and other legal requirements

- Documentation of controls and procedures;

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

- Ethical and business standards;

- Risk mitigation, including insurance where this is effective.

Currency risk
Foreign currency risk is the risk that the value of financial asset or a liability will fluctuate due to a change in foreign exchange rates. It arises
mainly where receivable s and payables exist due to transactions entered into foreign currency.

Fair value of financial instruments
The Modaraba is of the view that the fair market value of most of the financial assets and financial liabilities are not significantly different

from their carrying amounts.

Financial Instruments by category 2016 2015
Rupees Rupees
Financial assets
Loans andreceivables
Morabaha/Musharaka receivables 140,333,175 153,003,609
Trade debts 66,735,124 93,542,674
Advances 57,442,913 40,916,840
Trade deposits 22,710,911 24,063,253
Otherreceivables 22,262,682 26,918,541
Bank balances 16,229,501 31,629,998
Financial assets at fair value through profit or loss 124,455,894 124,862,544
Short term investments
Available-for-sale financial assets
Long term investments 75,777,990 76,007,730
525,948,190 570,945,189
Financial liabilities
Security Deposit 200,000 200,000
Long term financing 379,920,178 439,104,584
Liabilities against asset subject to finance lease 876,372 -
Short term loans 139,735,517 18,166,501
Deferred Mark up - 25,537,448
Current portion of long term liabilities 95,241,605 93,928,184
Creditors, accrued and other liabilities 226,729,730 176,149,285
Accrued mark up 12,004,917 19,722,294
Unclaimed profit distribution 27,844,960 27,618,316
882,553,279 800,426,612

On balance sheet gap

(356,605,089) (229,481,423)
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Maturities of assets and liabilities

The above analysis is based on the contractual/expected maturities of assets and liabilities which may not necessarily correspond with actual

maturities.
2016
Over one month Over one year to Over five
Upto one month  to one year five years Years Total
Assets
Tangible assets - - 1,153,526,042 13,189,280  1,166,715,322
Intangible assets - - - 19,000,000 19,000,000
Investment property - - 1,831,667 - 1,831,667
Long term investments - - 75,777,990 - 75,777,990
Stores and spares - 27,533,131 - - 27,533,131
Stock-in-trade - 275,672,704 - - 275,672,704
Trade debts - 66,735,124 - - 66,735,124
Morabaha & musharaka receivables 16,384,695 123,948,480 - - 140,333,175
Short term investments - 124,455,894 - - 124,455,894
Advances - 54,968,557 2,510,000 - 57,442,913
Trade deposits and prepayments 18,715,499 14,851,093 1,250,000 - 34,816,592
Otherreceivables - 22,262,682 - - 22,262,682
Tax refund from government authorities - 39,760,851 - - 39,760,851
Bank balances 16,229,501 - - - 16,229,501
51,829,695 750,188,516  1,234,895,699 32,189,280 2,068,567,546
Liabilities
Security Deposit - - 200,000 - 200,000
Long term financing - 94,839,854 379,920,178 - 474,760,032
Liabilities against asset subject to finance lease - 401,751 876,372 - 1,278,123
Deferred liabilities - - 185,821,477 - 185,821,477
Short term loan - 139,735,517 - - 139,735,517
Creditors, accrued and other liabilites 27,634,401 199,095,329 - - 226,729,730
Accrued mark up - 12,004,917 - 12,004,917
Unclaimed profit distribution - 27,844,960 - - 27,844,960
27,634,401 473,736,767 566,818,027 - 1,068,374,755
Netbalance 23,695,294 276,266,188 668,077,671 32,189,280 1,000,192,791
Assets
Tangible assets - - 1,210,774,731 13,189,280  1,223,964,011
Intangible assets - - - 19,000,000 19,000,000
Investment property - - 1,951,667 - 1,951,667
Long term investments - - 76,007,730 - 76,007,730
Stores and spares - 29,440,537 - - 29,440,537
Stock-in-trade - 214,722,397 - - 214,722,397
Trade debts - 93,542,674 - - 93,542,674
Morabaha & musharaka receivables 27,827,711 125,175,898 - - 153,003,609
Short term investments - 124,862,544 - - 124,862,544
Advances 35,644 38,371,196 2,510,000 - 40,916,840
Trade deposits and prepayments 8,316,789 14,851,093 1,150,000 - 24,317,882
Otherreceivables - 26,918,541 - - 26,918,541
Tax refund from government authorities - 31,627,110 - - 31,627,110
Bank balances 31,629,998 - - - 31,629,998
136,267,891 631,054,241  1,292,394,128 32,189,280  2,091,905,540
Liabilities
Security Deposit - - 200,000 - 200,000
Long term financing - 93,928,184 439,104,584 - 533,032,768
Deferred Mark up - - - 25,537,448 25,537,448
Deferred liabilities - - 203,408,950 - 203,408,950
Short term loan - 18,166,501 - - 18,166,501
Creditors, accrued and other liabilites 27,634,401 148,514,884 - - 176,149,285
Accrued mark up - 19,722,294 - - 19,722,294
Unclaimed profit distribution - 27,618,316 - - 27,618,316
27,634,401 401,878,363 642,713,534 25,537,448  1,097,763,746
Netbalance 108,633,490 229,175,878 649,680,594 6,651,832 994,141,794
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Yield / Profit rate risk exposure

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Effective 2016
Description yield / Yield / profit bearing maturing Non yield / profit bearing maturing 2016
profitrisk | Within 1 Yr | After 1 Yr Sub total | Within 1 Yr | After 1 Yr Sub total Total
Financial Assets % Rupees
Long term investments - - 75,777,990 75,777,990 - - - 75,777,990
Trade debts - - - - 66,735,124 - 66,735,124 66,735,124
Morabaha / Musharakah
receivables 12% to 16% 140,333,175 - 140,333,175 - - - 140,333,175
Short term investments - 124,455,894 - 124,455,894 - - - 124,455,894
Advances - - - - 54,932,913 2,510,000 57,442,913 57,442,913
Trade deposits - - - - 21,460,911 1,250,000 22,710,911 22,710,911
Other receivables - - - - 22,262,682 - 22,262,682 22,262,682
Bank balances 5% to 7% 9,560,596 - 9,560,596 6,668,905 - 6,668,905 16,229,501
274,349,665 75,777,990 350,127,655 172,060,535 3,760,000 175,820,535 525,948,189
Financial Liabilities
Security deposit - 200,000 200,000 - - - 200,000
Long term financing 94,839,854 379,920,178 474,760,032 - - - 474,760,032
Liabilities against assets subject 401,751 876,372 1,278,123 - - - 1,278,123
Short term loan 139,735,517 - 139,735,517 - - - 139,735,517
Crediltig{)’iﬁiiceléued and other - - - 238,734,647 - 238,734,647 238,734,647
Unclaimed profit distribution - - - 27,844,960 - 27,844,960 27,844,960
234,977,122 380,996,550 615,773,672 226,579,607 - 266,579,607 882,553,279
On balance sheet gap 39,372,543 (305,218,560) (265,646,018) (94,519,072) 3,760,000 (90,759,071) (356,605,089)

- The above analysis is based on the contractual/expected maturities of assets and liabilities which may not necessarily correspond with actual

maturities.

- Yieldrisk is the risk of decline in earning due to adverse movement of the yield curve.

- Profitrate risk is the risk that the value of the financial instruments will fluctuate due to changes in the market profit rates.

Effective 2015
Description yield / Yield / profit bearing maturing Non yield / profit bearing maturing 2015
profitrisk | Within 1 Yr | After 1 Yr | Sub total Within 1 Yr | After 1 Yr | Sub total Total

Financial Assets % Rupees
Long term investments - - 76,007,730 76,007,730 - - - 76,007,730
Trade debts - - - - 93,542,674 - 93,542,674 93,542,674
Morabaha / Musharakah

receivables 12% to 20% 153,003,609 - 153,003,609 - - - 153,003,609
Short term investments - 124,862,544 - 124,862,544 - - - 124,862,544
Advances - - - - 38,406,840 2,510,000 40,916,840 40,916,840
Trade deposits - - - - 22,913,253 1,150,000 24,063,253 24,063,253
Other receivables - - - - 26,918,541 - 26,918,541 26,918,541
Bank balances 5% to 7% 18,290,757 - 18,290,757 13,339,241 - 13,339,241 31,629,998

296,156,910 76,007,730 372,164,640 195,120,549 3,660,000 198,780,549 570,945,189

Financial Liabilities
Security deposit - 200,000 200,000 - - - 200,000
Long term financing - 439,104,584 439,104,584 - - - 439,104,584
Short term loan 18,166,501 - 18,166,501 - - - 18,166,501
Current portion of long term liabilities 93,928,184 - 93,928,184 - - - 93,928,184
Creditors, accrued and other

liabilities - - - 195,871,579 25,537,448 221,409,027 221,409,027
Unclaimed profit distribution - - - 27,618,316 - 27,618,316 27,618,316

112,094,685 439,304,584 551,199,269 223,489,895 25,537,448 249,027,343 800,426,612

On Balance Sheet Gap 184,062,225 (363,296,854) (179,034,629) (28,369,346) (21,877,448) (50,246,794) (229,481,423)
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Segment information

The Modaraba has four primary source of revenue i.e. musharaka facility, brokerage operations, textile unit and capital market based on the
nature of business and related risk associated with each type of business segment which are not deemed by the management to the
sufficiently significant todisclose asseparate items are reported under others.

Segment assets and liabilities included all assets and liabilities related to the segment relevant proportion of the assets and liabilities
allocated to the segment on reasonable basis.

Segment revenue and expenses included all revenue and expenses related to the segment and relevant proportion of the revenue and
expenses allocated to the segment on reasonable basis.

2016 2015
Musharakah Brokerage Capital Textile
Facility Operation Markets Business Others Total Total
Rupees

Segment Revenues 17,479,567 2,110,869 9,453,704  2,014,402,033 2,865,406 2,046,311,579 2,148,786,284
Segment Result 17,479,567  (4,027,927) 9,351,761 27,106,712 2,865,406 52,775,519 193,856,567
Unallocated Cost

Operating expenses (42,248,435)  (36,193,652)
Distribution & Selling expenses (16,414,303)  (16,940,059)
Financial Charges (61,931,470)  (71,492,500)
Other Charges (442,097) (5,761,443)
Management fee with Service Sale Tax - (1,511,431)
Impairment in associated company - (10,685,020)
Share of (loss) / profit in associated company (4,051,212) 3,073,446
(Loss) / Profit before taxation (72,311,998) 54,345,908
Taxation (13,097,433) 14,231,560
Profit for the year (85,409,432) 68,577,468
Other information

Segment assets 140,333,175 44,756,977 145,433,944 1,607,162,430 - 1,937,686,526  1,997,372,443
Unallocated assets - - - - - 130,881,019 94,533,097
Total assets 140,333,175 44,756,977 145,433,944 1,607,162,430 - 2,068,567,545 2,091,905,540
Segment liabilities - 1,603,019 - 1,014,886,702 - 1,016,489,721 959,051,423
Unallocated liabilities - - - - - 51,885,035 44,784,139
Total liabilities - 1,603,019 - 1,014,886,702 - 1,068,374,756  1,003,835,562

1,000,192,789

1,088,069,978

Transactions with related parties

The related parties of the Modaraba comprise management company, staff retirement funds, directors of the management company and key
management personnel. Transactions with related parties other than remuneration and benefits to officers and employees under the terms of

their employment are as follows:

2016 2015
Balance outstanding atyear end Rupees Rupees
Modaraba Management Company
- Currentaccount payable 2,361,006 4,829,780
Receivable from Associated 349,099 418,367
Other related parties (other than key management personnel)
- Deferred liability staff gratuity 2,934,768 2,655,483
- Brokerage house clients receivables 6,309 358,712
- Receivables 31,644 -
- Insurance claimreceivable 67,843 -
- Tradeand other payable 13,214,702 -
- Loanandadvances

30,239,341 -
- Accrued markup - Directors -
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2016
Rupees
46.2  Transactions duringtheyear Relationship

Modaraba Management Company

- Reimbursement 4,957,611
Otherrelated parties (including key management personnel)

- Contribution to staff gratuity fund 279,285
- Remuneration and other benefits -
Donation 3,333,333
Purchase of shares 1,432,877
Services acquired Associated Company 511,695
Brokerage commission earned Associated Company 516,203
Purchases of goods and services Associated Company 58,795,416
Sales of goods and services Associated Company 63,957
Services rendered Associated Company 15,231,397
Reimbursement -
Contribution towards employees Retirement Benefit Plans 2,455,756
Profit on Subordinated loan from Sponsor Director 4,605,200

FIRST EQUITY MODARABA

47.  Number of employees
Total number of employees of the Modaraba as at June 30,2016 are 511 (2015: 518)

48. Authorization forissue

2015
Rupees

4,508,446

375,175
3,876,656
3,333,333

10,700,000
227,412
476,623

11,814,192
676,918

16,269,611

2,241,335
4,252,093

These financial statements were authorized for issue in accordance with a resolution of the Board of Directors on October 07,2016.

48.1 The Board of Directors of the Management Company has approved dividend at the rate of Re. 0.13 per certificate (2015: Re. 0.17 per
certificate) for the year ended June 30, 2016, resulting in a total distribution of profit amounting to Rs. 6,817,200/- (2015: Rs. 8,914,800/-), in
its meeting held on October 07, 2016, which is more than 90% of the net profit for the year ended June 30, 2016, after appropriation to the

statutory (mandatory) reserve as required under the Modaraba Regulations.

49.  General
49.1 Figuresin these financial statements have been rounded off to the nearest of rupee.

49.2 The corresponding figures, wherever necessary, have been re-arranged for purpose of comparison.

Adil A. Ghaffar Zahid Bashir
Chief Executive Officer Director
Premier Financial Premier Financial
Services (Private) Limited Services (Private) Limited

Nadeem Magbool
Director

Premier Financial

Services (Private) Limited
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