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It is our firm commitment to
operate the Modaraba activities in
accordance with Islamic Sharia
with Its true spirit.

To employ the Modaraba funds in
best possible way and to promote
the human talents, to maximize
the profit for certificate holders.

It is our mission to constantly
endeavour for excellence in all
spheres of business activity,
maintain its eminent market
pos i t i on ,  p romote  l as t i ng
relationship with our customers
and other stakeholders, and
construct a durable and vibrant
Pakistan.

1.

2.

3.

STATEMENT OF ETHICS AND BUSINESS PRACTICES

We believe a complete code of ethics is a prerequiste
for all Directors and employees of Frist Paramount
Modaraba. We endeavour to t h e philosophy behind the
code of ethics to carry out honestly activities assigned
to them. Our aim is to have highest standard of
execllence for the product and the betterment for all
those involved directly or indirectly with our Modaraba.

Mission & Vision
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Board of Directors 

  
 

 

Audit Committee  

 

Human Resource Committee  

 

 
Chief Financial Officer / Company Secretary 

 

 

 
Shariah Advisor  

Mufti Muhammad Najeeb Khan

 Credit Rating  

Mr. Nadeem Iqbal    Chairman 

Mr. Pir Muhammad Kalia     Member 

Mr. Mazhar Humayun Qureshi  Member 

 

Mr. Tanveer Ahmed Magoon  Chairman 

Mr. Pir Muhammad Kalia   Member 

Mr. Nadeem Iqbal    Member 

Mr. Syed Wajih Hassan   Member 
 

 
Mr. Abdullah Khan 

 

Corporate Information

First Paramount Modaraba
Managed By: Paramount Investments Limited

 

Mr. Tanveer Ahmed Magoon              Chairman 
Mr. Syed Wajih Hassan                      Chief Executive Officer 
Mr. Pir Muhammad Kalia                    Director 
Mr. Abdul Razzak Jandga                   Director 

Mr. Humayun Mazhar Qureshi            Director 
Mr. Khalid Rehman   Director 

 

Mr. Nadeem Iqbal                               Independent Director 

Long term   BBB 

Short Term A-3 

 Out Look  Positive 

By JCR Credit Rating Company 
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AUDITORS OF THE MODARABA COMPANY 
M/s   Rahim Jan & Co. 
Chartered Accountants 

 LEGAL ADVISOR 
M/s Raja Qasit Nawaz, Advocates 

 BANKERS 
Meezan Bank Limited 

Bank Islami Pakistan Limited 
Al Baraka Bank (Pakistan) Limited 

Habib Metropolitan Bank Limited -Islamic Banking 
Habib Bank Limited 

 REGISTERED OFFICE 
Suit # 107, 108, 1st Floor, P.E.C.H.S. Community Office Complex, 

Block-2 PECHS, Shahrah-e-Quaiden, Karachi. 
Phone: 34381037-38-52 & 34381101. Fax: 34534410 

E-mail: fpm@cyber.net.pk and naseemzubairi@fpm.com.pk 
Web: www.fpm.com.pk 

 
 

LAHORE BRANCH OFFICE 
Office No: 3, 2nd Floor, Sindho Trade Centre 19, 

Commercial Zone, Moon Market, Allama Iqbal Town, 
Lahore, Pakistan. Telphone No. 0092 42 37807686 

 
SHARE REGISTRAR 

THK ASSOCIATES (PVT) LTD. 
Second Floor, State Life Building No. 3, 

Dr. Ziauddin Ahmed Road, Karachi - 75530. 
Tel: 111-000-322 Fax: 35655595 

Web: www.thk.com.pk  

Email: secretariat@thk.com.pk 

 
 

 AUDITORS OF THE MODARABA
M/s Ernst & Young Ford Rhodes Sidat Hyder

Chartered Accountants
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DIRECTORS REPORT TO THE CERTIFICATE-HOLDERS OF FIRST PARAMOUNT MODARABA  
  

Alhamdolilah Modaraba is progressing, during the year Modaraba successfully issued Right 

Shares to its Shareholders and increased its equity by PKR 27.669 million. Cer�ficate of 

Musharaka (COM) also fetched liquidity to the tunes of PKR 81.49 million for Modaraba during 

the year. This has contributed to the overall growth in business by 36.99%. It is Alhamdililah, 

due to this enhanced level of business ac�vity that your Modaraba has shown an increase in 

overall revenue by 45% - a growth never witnessed before in the history of Modaraba. 

Management of Modaraba assures its stakeholders for con�nues growth in business. In the 

financial year 2015-16, your Modaraba will InshaAllah further enhance its business by a�rac�ng 

investments in Cer�ficate of Musharka (COM) and, subject to the permission from Registrar 

Modarabas, Securi�es & Exchange Commission of Pakistan (SECP), will further raise Capital by 

issuing Right Shares. 

 However, inspite of increase in growth in overcall revenues, there is a decline in Net Profits of 

Modaraba as compared to the last financial year 2013-14.  There are two major contributories 

to this decline in profits, i.e Increase in Admin Cost and some of the Modaraba’s investments 

not producing desired results.   

Increased Admin Cost in the financial year 2014-15 is a�ributed to the enhanced expenses in 

adver�sing related ac�vi�es for a�rac�ng investments in Cer�ficate of Musharaka (COM) and 

Right Shares Issue related addi�onal costs.  

Results of Modaraba’s investments in FPM Weaving Unit and ATC generator rental unit, and 

Modaraba’s nascent investments in Al-Akhuwwat Group- UAE, have not upto the mark, which 

has affected Modaraba’s profit and loss adversely. 

  Potentials of Growth in Pro!ts in the Financial Year 2015-16: 
Management of Modaraba an�cipates that its policy of relying indigenously generated Cash 

Flows (through Cer�ficate of Musarhaka (COM) and Right Shares Issue) will con�nue to play 

important role in gradual enhancement in volume of Modaraba’s business. This enhanced size 

of Modaraba’s business will con�nue to generate healthy revenues for the Modaraba. At the 

same �me following plans of the management of Modaraba will surely cause the overall 

profitability of the Modaraba to reach new heights- InshaALLAH. 
  FPM Solu�ons has Alhamdililah survived its ini�al period of sustainability and now is in a 

posi�on to be considered as an independent stream of Revenue for the Modaraba. 

Financial year 2015-16 should witness significant revenue contribu�on from FPMS. 
 FPM investments in Al-Akhuwwat Group – UAE, has so far been at breakeven levels, we 

an�cipate healthy returns in financial year 2015-16 from this venture. 

 FPM Weaving is in trouble for more than 1-1/2 years now; primarily due to low Export 
orders in financial year 2014-15 and heavy Electricity Charges. The scenario has 
improved slightly but s�ll is far from being considered favorable. FPM plans to disinvest 

from Weaving Unit in the financial year 2015-16. 

 Adver�sement Cost of the Modaraba will not likely to remain in the same vicinity where 

it was in financial year 2014-15. As a result Modaraba’s margins will likely to improve. 



Financial Results: 
Financial results are summarized as under: 

 Year ended 30   June, 2015 

(Amount in Rupees)

th 

 

Year ended 30   June, 2014 th 

(Amount in Rupees) 

Profit a"er Taxa#on 10,153,667 12,387,610 

Add: Unappropriated profit/(loss) brought forward 20,282,839 21,272,687 

Profit available for appropria#on 30,436,506 33,660,297 

APPROPRIATIONS   

Profit distribu#on @ 08% (2014 @13%) (9,591,942) (10,899,936) 

Statutory reserve 20% (2014 @20%) (2,030,733) (2,477,522) 

Unappropriated profit carried forward 18,813,829 20,282,839 

EPS 1.02 1.30 

 Dividend & Bonus Shares: 
The Board, in its mee#ng held on October 05, 2015, has approved the distribu#on of profit of 
Rs. 0.80 (08%) per cer#ficate (2014: Rs.1.30 i.e 13%)of Rs. 10 each, subject to deduc#on of 
zakat and tax at source where applicable, for the year ended June 30, 2015. The Director also 
approved a bonus issue of 15% i.e. 15 Modaraba Cer#ficates for every 100 exis#ng Modaraba 
Cer#ficates of FPM out of Statutory Reserve.   
An amount of Rs. 2.03 million has been transferred to statutory reserve in compliance with the 

Pruden#al Regula#ons for Modarabas which require that not less than 20% of the Modaraba’s 

a"er tax profit be transferred to such reserve #ll such #me as the reserve equals 100% of the 

paid-up capital.  
 
Compliance with Code of Corporate Governance

As required by the Code of Corporate Governance, your 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 results of its opera#ons, cash flows and changes in equity. 
b) Proper books of account of the Modaraba have been maintained. 

c) Appropriate accoun#ng policies have been consistently applied in prepara#on of 
financial statements and accoun#ng es#mates are based on reasonable and prudent 

judgment. 

d) Interna#onal Accoun#ng Standards, as applicable in Pakistan have been followed in 

prepara#on of financial statements. 

e) The system of internal control is sound and has been effec#vely implemented and 

monitored. 
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f) The Modaraba is financially sound and there is no reason whatsoever to doubt its ability 

to con"nue as a going concern. 
g) There has been no material departure from the best prac"ces of corporate governance 

as detailed in the lis"ng regula"on of the Stock Exchange(s) and; 

h) During the year under review, eleven (11) mee"ngs of the Board of Directors were held. 

A#endance by each director was as follows:  

Name of Directors Meetings Eligibility Meetings Attended 

Mr. Tanveer Ahmed Magoon, Chairman 11 10 

Mr. Abdul Ghaffar Umer, Director  

(resigned on October 03, 2014 

06 06 

Syed Wajih Hassan, Chief Execu"ve  

 

11 11 

Mr. Pir Muhammad Kalia, Director 11 09 

Mr. Abdul Razzak Jandga, Director 11 10 

Mr. Nadeem Iqbal, Independent Director 11 08 

Mr. Humayun Mazhar Qureshi, Director  

 

11 09 

Mr. Khalid Rehman, Director  

(appointed on October 10, 2014) 

05 04 

Leave of absence was granted to directors who could not a#end some of the board mee"ngs.  
i) During the year, four (04) mee"ngs of the Audit Commi#ee were held. A#endance by  

each member was as follows:  

Name of Directors Meetings Eligibility Meetings Attended 

Mr. Nadeem Iqbal, (Independent Director)  

Chairman 

04 03 

Syed Wajih Hassan, Chief Execu"ve 04 04 

Mr. Pir Muhammad Kalia, Director 04 04 

Mr. Humayun Mazhar Qureshi, Director 04 03 

 

 
On the recommenda"on of the Audit Commi#ee, the Board has approved the appointment of 
the present auditors M/s. Ernst & Young Ford Rhodes Sidat Hyder, Chartered Accountants as 
auditors for the year ending June 30, 2016 subject to approval by the Registrar Modaraba 
Companies and Modarabas. 



The Management and the Board of Directors hereby offer thanks of manifold of the 

con�nuance patronage and coordina�on especially of the Registrar Modarabas, Securi�es And 

Exchange Commission of Pakistan, Islamabad, and State Bank of Pakistan. 

 

We also put to our staff members in the scale of apprecia�on who really showed their agility in 

the comple�on of the given task. 

           

      

   for and on behalf of Board of Directors 

   of Paramount Investments Limited (P.I.L.) 

  Managers of First Paramount Modaraba 

 

 

 

      Syed Wajih Hassan 

Chief Execu�ve Officer 

 

Karachi 

Date:  October 05th 2015                                   
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STATEMENT OF COMPLIANCE WITH THE CODE OF CORPORATE GOVERNANCE  

 This statement is being presented to comply with the Code of Corporate Governance (the “Code”) 

contained in Regula�on No.5.19.23 of the Rule Book of the Karachi Stock Exchange and Regula�on 

No. 35 of Lis�ng Regula�on of Islamabad Stock Exchange for the purpose of establishing a 

framework of good governance, whereby a listed en�ty is managed in compliance with the best 

prac�ces of corporate governance. 

 The Modaraba has applied principles contained in the Code in the following manner: 

 
1. The Board encourages representa�on of independent non-execu�ve directors on its Board of 

Directors. Presently, the Board comprises of: 

 
Category Names 

Independent Director Mr. Nadeem Iqbal 

Execu�ve Directors Mr. Syed Wajih Hassan 

Non-Execu�ve Directors Mr. Tanveer Ahmed Magoon 

Mr. Pir Muhammad Kalia 

Mr. Abdul Razzak Jangda 

Mr. Humayun Mazhar Qureshi 

Mr. Khalid Rehman 

 
The Independent Director meets the criteria of independence under clause 5.19.1. (b) of the 

CCG. 

 
2. The directors have confirmed that none of them is serving as a director on more than seven 

listed companies, including this Management Company (excluding the listed subsidiaries of 

listed holding companies where applicable).   

3. All the resident directors of the Management 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. There were two casual vacancies in the Board during the year 30th June, 2015 which were filled 

within a period of 90 days.  

5. The Modaraba  has adopted corporate values supported by” Statement of ethics and business 

prac�ce”  and has ensured that appropriate steps have been taken to disseminate it 

throughout the Management Company and Modaraba along with its suppor�ng policies and 

procedures.   

 6. The Board has developed a vision/mission statement, overall corporate strategy and 

significant policies of the Modaraba which were approved in 2007. A complete record of 

par�culars of significant policies along with the dates on which they were approved has been 

maintained.  
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  7. All the powers of the Board have been duly exercised and decisions on all material 

transac�ons including appointment and determina�on of remunera�on and terms of 

condi�ons of employment of the CEO have been taken by the Board.  

 8.     The mee�ngs 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. Wri�en no�ces of the Board mee�ngs, along with agenda and working papers, were 

circulated at least seven days before such mee�ngs except for more than one Board mee�ngs. 

The minutes of the mee�ngs were appropriately recorded and circulated. Further, roles and 

responsibili�es of the chairman and chief execu�ve officer will be defined by the Board in the 

upcoming board mee�ng.   

       9.    The Board did not arrange training programs for its directors during the year. Directors are 

fully aware of the relevant laws applicable to the Modaraba, its policies and procedures, 

Prospectus of the Modaraba and Memorandum and Ar�cles of Associa�on of the Modaraba’s 

Management Company. All the directors, except two directors, have more than 14 years of 

educa�on and 15 years of experience on the Board of at least one listed company, in terms of 

sec�on (xi) of the Code. 

 10. The Board has approved appointment of CFO, Company Secretary and Head of Internal Audit, 

including their remunera�on and terms and condi�ons of employment. During the year the 

CFO and Company Secretary of the Modaraba was appointed. 

  11. The Directors’ report for this year has been prepared in compliance with the requirements of 

the Code and fully describes the salient ma�ers required to be disclosed. 

 12. The financial statements of the Modaraba were duly endorsed by the CEO and CFO before 

approval of the Board. 

 13.     The Directors, CEO, and execu�ves do not hold any interest in the cer�ficate of the Modaraba 

other than that disclosed in the pa�ern of cer�ficate holding. 

 14. The Company has complied with all the corporate and financial repor�ng requirements of the 

Code. 

 15. The Board has formed an Audit Committee. It comprises of three members of whom all are 

non-execu�ve directors of the Management Company including the Chairman of the 

Commi�ee who is an Independent Director.   

16. The mee�ngs of the Audit Commi�ee were held at least once every quarter prior to approval 

of interim and final results of the Company as required by the Code. The terms of reference of 

the Commi�ee have been formed and advised to the Commi�ee for compliance.  

 17.  The Board has formed a Human Resource & Remunera�on Commi�ee. It comprises of three 

members where all non-execu�ve directors and the chairman of the commi�ee is a non-

execu�ve director. 
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18. The Board has set up an effec�ve internal audit func�on and outsourced the internal audit 

func�on to M/s: Hafizullah & Company, Chartered Accountants, who are considered suitably 

qualified and experienced for the purpose and are conversant with the policies and 

procedures of the company. 

 

19. The statutory auditors of the Modaraba have confirmed that they have been given a 

sa�sfactory ra�ng under the quality control review program of the Ins�tute of Chartered 

Accountants of Pakistan (ICAP), that they or any of the partners of the firm, their spouses and 

minor children do not hold cer�ficates of the Modaraba and that the firm and all its partners 

are in compliance with Interna�onal Federa�on 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 lis�ng regula�ons 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 securi�es, was determined and 

in�mated to directors, employees and stock exchange(s).  

 

22. Material/price sensi�ve informa�on has been disseminated among all market par�cipants at 

once through stock exchange(s).  

 

23. We confirm that all other material principles enshrined in the Code have been complied with, 

except for (a) the requirement to put in place a mechanism for undertaking annual evalua�on 

of the performance of the Board; (b) the Company Secretary did not furnish a secretarial 

compliance cer�ficate, along with annual return filed with the registrar concerned cer�fying 

that the secretarial and corporate requirements of the Ordinance have been complied with; 

and (c) the level of materiality was not determined by the Board. 

 

 

 

 

 

      

  

Syed Wajih Hassan 

Chief Execu�ve Officer 

 

Dated: - October 05th, 2015 
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We have reviewed the enclosed Statement of Compliance with the best practices (the Statement) contained in the 
Code of Corporate Governance  (the Code) for the year ended 30 June 2015 prepared by the Board of Directors of 
Paramount Investments Limited (the Management Company) of First Paramount Modaraba (the Modaraba) to 
comply with the requirements of Regulation No. 5.19.23 of Rule Book of Karachi Stock Exchange Limited and 
Regulation No. 35 of Listing Regulations of Islamabad Stock Exchange where the Modaraba is listed. 
 
The responsibility for compliance with the Code is that of the Board of the Management Company. Our responsibility 
is to review, to the extent where such compliance can be objectively veri!ed, whether the Statement re"ects the 
status of the   Management Company’s compliance with the provisions 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 part of our audit of !nancial statements, we are required to obtain an understanding of the accounting and 
internal control systems su#cient to plan the audit and develop an e$ective audit approach. We are not required to 
consider whether the Board’s statement on internal control covers all risks and controls, or to form an opinion on the 
e$ectiveness 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 the Audit Committee, place before the Board for their review and approval Management Company’s 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 justi!cation 
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 up on 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. 
 
Based on our review, no thing has come to our attention which causes us to believe that the Statement does not 
appropriately re"ect the Management Company’s compliance, in all material respects, with the best practices 
contained in the Code in respect of the Modaraba for the year ended 30 June 2015. 
 Further, we highlight below instances of non- compliance with the requirements of the Code as re"ected in the 
paragraph references where these are stated in the Statement: 
 
Paragraph Reference  Description 
 

8 Roles and responsibilities of the Chairman and Chief Executive O#cer shall be 
de!ned by the Board in light of the requirements of the Code in the upcoming 
board meetings.  

8 The notices alongwith the agendas of more than one Board of Directors’ 
meetings were not circulated atleast seven days before such meetings. 

 9 None of the directors attended a directors’ training program during the year. 

 
23  No mechanism has been put in place for annual evaluation of the Board’s 

performance.   
 

23  

 23  

The Company Secretary did not furnish a secret arial compliance certi!cate, 
along with annual return !led with the registrar. 

The level of materiality was not determined by the Board. 

 
 

 

 
Chartered Accountants 
 Karachi  
Date: 05th October, 2015 

REVIEW REPORT TO THE MEMBERS ON THE STATEMENT 
OF COMPLIANCE WITH THE BEST PRACTICES OF THE CODE

OF CORPORATE GOVERNANCE 
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AUDITORS’ REPORT TO THE CERTIFICATE HOLDERS  
  

We have audited the annexed balance sheet of First Paramount Modaraba  (the Modaraba) as at 30th  

June, 2015 and the related profit and loss account, statement of comprehensive income, statement of 

cash flows and statement of changes in equity together with the notes forming part thereof (hereina#er 

referred to as the financial statements), for the year then ended and we state that we have obtained all 

the informa$on and explana$ons which, to the best of our knowledge and belief, were necessary for the 

purposes of our audit. 
 
 

These financial statements are the Modaraba Management Company’s [Paramount Investments 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 accoun$ng standards as 

applicable in Pakistan and the requirements of Modaraba Companies and Modaraba (Floata$on and 

Control) Ordinance, 1980 (XXXI of 1980), and the Modaraba Companies and Modaraba Rules, 1981. Our 

responsibility is to express an opinion on these statements based on our audit. 

 

 We conducted our audit in accordance with the audi$ng standards as applicable in Pakistan. These 

standards require that we plan and perform the audit to obtain reasonable assurance about whether the 

above said statements are free of any material misstatement. An audit includes examining, on a test basis, 

evidence suppor$ng the amounts and disclosures in the financial statements. An audit also includes 

assessing the accoun$ng policies and significant es$mates made by the Modaraba Management 

Company, as well as, evalua$ng the overall presenta$on of the financial statements. We believe that our 

audit provides a reasonable basis for our opinion and, a#er due verifica$on, we report that: 
 

(a) in our opinion, proper books of account have been kept by the Modaraba Management Company 

in respect of First Paramount Modaraba as required by the Modaraba Companies and Modaraba 

(Floata$on and Control) Ordinance, 1980, (XXXI of 1980) and the Modaraba Companies and 

Modaraba Rules, 1981; 

 

(b) in our opinion: 

 (i) the balance sheet and profit and loss account together with the notes thereon have been 

drawn up in conformity with Modaraba Companies and Modaraba (Floata$on and Control) 

Ordinance, 1980 (XXXI of 1980), and the Modaraba Companies and Modaraba Rules, 1981, 

and are in agreement with the books of account and are further in agreement with 

accoun$ng policies consistently applied except for the changes as stated in note 2.4 with 

which we concur; 

 
(ii) the expenditure incurred during the year was for the purpose of the Modaraba’s business; 

and 
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(iii) the business conducted, investments made and the expenditure incurred during the year 

were in accordance with the objects, terms and condi!ons of the Modaraba. 

 

 

(c) in our opinion and to the best of our informa!on and according to the explana!ons given to us, 

the balance sheet, profit and loss account, statement of comprehensive income, statement of 

cash flows and statement of changes in equity together with the notes forming part thereof 

conform with approved accoun!ng standards as applicable in Pakistan, and give the informa!on 

required by the Modaraba Companies and Modaraba (Floata!on and Control) Ordinance, 1980 

(XXXI of 1980), and the Modaraba Companies and Modaraba Rules, 1981, in the manner so 

required and respec!vely give a true and fair view of the state of the Modaraba’s affairs as at 30 

June 2015 and of the profit, its comprehensive income, its cash flows and changes in equity for 

the year then ended; and 

 

(d) in our opinion, Zakat deduc!ble at source under the Zakat and Ushr Ordinance, 1980, (XVIII of 

1980) was deducted by the Modaraba and deposited in the Central Zakat Fund established under 

sec!on 7 of that Ordinance. 

 

 

 

 

 

Chartered Accountants 

Audit Engagement Partner: Shabbir Yunus 

Date: October 05th, 2015 

Karachi 
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Shariah Advisor’s Report  

I have conducted the Shariah review of First Paramount Modaraba managed by Paramount Investments 

Limited Modaraba Company for the financial year ended June 30th 2015, in accordance with the 

requirements as reported hereunder, in my opinion: 

1. The Modaraba has introduced a mechanism which has strengthened the Shariah compliance in 

le!er and spirit and the systems, procedures and policies adopted by the Modaraba are in line 

with the Shariah principles. 

 2. Following were the major developments that took place during the year: 

 (A) Research and new product development (Brief on the research and new product 

development, if applicable) 

(B) Training and Development 

 i) The Key Management and Senior Staff Members have a!ended Cer#ficate Courses from 

Center for Islamic Economics, Baitul Mukarram Masjid Gulshan e Iqbal, Karachi (Darul 

ulloom- Karachi).   

3. The agreement(s) entered into by the Modaraba are Shariah compliant and the financing 

agreement(s) have been executed on the formats as approved by the Religious Board and all the 

related condi#ons have been met. 

4. To the best of my informa#on and according to the explana#ons given to me, the business 

transac#ons undertaken by the Modaraba and all other ma!ers incidental thereto are in 

conformity with the Shariah requirements as well as the requirements of the Prospectus, Islamic 

Financial Accoun#ng Standards as applicable in Pakistan and the Shariah Compliance and 

Shariah Audit Regula#ons for Modaraba’s. 

5. Profit sharing ra#os, profits and charging of losses (if any) rela#ng to any deposit raising product 

conforms to the basis and principles of Shariah. 

6. The earnings that have been realized from the sources or by means prohibited by Shariah have 

been credited to charity accounts. 
 

Observa#on(s)  Nil 

 Recommenda#on (s)      Nil 
  
Dated:  October 05th, 2015            

 

 

                              

Mu$i Muhammad Najeeb Khan 

Shariah Advisor 

of First Paramount Modaraba 

  Managed By Paramount Investments Limited 
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June 30, June 30,

2015 2014

ASSETS Note

NON-CURRENT ASSETS

Operating fixed assets 4 55,644,542        60,188,077        

Long-term murabaha financing 5 44,861,168        52,761,308        

Long-term diminishing musharaka financing 6 7,102,591          13,620,283        

Long-term musharaka financing 7 67,158,000        10,044,000        

Loans to employees 8 265,676             266,668             

Long-term deposits 564,600             205,428             

Total non-current assets 175,596,577      137,085,764      

CURRENT ASSETS

Current portion of musharaka financing 18,173,532        15,618,686        

Cash and bank balances 9 51,480,921        41,631,483        

Current portion of long-term murabaha financing 75,618,533        69,072,116        

Current portion of long-term diminishing musharaka financing 15,220,414        13,530,546        

Current portion of loans to employees 231,996             100,000             

Short-term murabaha receivables 10 50,523,189        17,892,380        

Advances against murabaha and musharaka 11 21,000,080        14,400,080        

Stores and spares 1,660,585          1,546,792          

Trade debts 12 18,473,752        3,700,056          

Receivable from Modaraba's management company - a related party -                    11,652              

Accrued profit 53,591              203,565             

Advances, deposits, prepayments and other receivables 13 10,618,569        5,895,834          

Advance income tax 1,199,769          378,684             

Total current assets 264,254,931      183,981,874      

TOTAL ASSETS 439,851,508      321,067,638      

EQUITY AND LIABILITIES

CAPITAL AND RESERVES

Certificate capital

Authorised

25,000,000 (June 30, 2014: 25,000,000) certificates of Rs.10 each 250,000,000      250,000,000      

Issued, subscribed and paid-up 14 119,899,298      83,845,663        

Capital reserves 15 58,109,754        64,463,587        

Unappropriated profit 28,405,773        31,182,775        

Total certificate holders' equity 206,414,825      179,492,025      

LIABILITIES

NON-CURRENT LIABILITIES

Deferred income 16 9,043,095          8,302,276          

Certificates of musharaka 17 135,668,787      71,500,153        

Total non current liabilities 144,711,882      79,802,429        

CURRENT LIABILITIES

Creditors, accrued and other liabilities 18 17,489,004        7,478,725          

Current portion of certificates of musharaka 39,708,629        22,383,271        

Current portion of deferred income 18,635,914        21,255,754        

Payable to Modaraba's management company - a related party 1,107,751          -                    

Unclaimed profit distributions 11,783,503        10,655,434        

Total current liabilities 88,724,801        61,773,184        

TOTAL EQUITY AND LIABILITIES 439,851,508      321,067,638      

CONTINGENCIES AND COMMITMENTS
19

The annexed notes 1 to 34 form an integral part of these financial statements.

________________ ____________ ____________

Chief Executive Director Director

FIRST PARAMOUNT MODARABA

BALANCE SHEET

AS AT JUNE 30, 2015

---------- (Rupees) ----------
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________________ ____________ ____________

Chief Executive Director Director

FIRST PARAMOUNT MODARABA

PROFIT AND LOSS ACCOUNT 

FOR THE YEAR ENDED JUNE 30, 2015

June 30, June 30,

2015 2014

Note

Operating income 20 80,141,607        55,202,754      

Operating costs

Operating expenses 21 57,801,684        35,628,979      

Loss on sale of fixed assets - net 510,040             12,079             

Provision for doubtful recoveries 262,661             289,584           

(58,574,385)      (35,930,642)     

21,567,222        19,272,112      

Other income - net 22 3,350,349          1,472,628        

24,917,571        20,744,740      

Financial charges 23 (13,210,357)      (6,445,625)       

Provision for workers' welfare fund (234,144)           (285,982)          

11,473,070        14,013,133      

Modaraba company's management fee 24 (1,319,403)        (1,625,523)       

Profit before tax 10,153,667        12,387,610      

Taxation 26 -                    -                   

Profit for the year 10,153,667        12,387,610      

Restated

Earnings per certificate - basic and diluted 25 1.02                   1.30                 

The annexed notes 1 to 34 form an integral part of these financial statements.

---------- (Rupees) ----------
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FIRST PARAMOUNT MODARABA

STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED JUNE 30, 2015

________________ ____________ ____________

Chief Executive Director Director

June 30, June 30,

2015 2014

Profit for the year 10,153,667        12,387,610       

Other comprehensive income 

Items to be reclassified to profit and loss account 

in subsequent periods:

Reclassification adjustment on sale 

of available-for-sale investments -                    (182,374)          

-                    -182,374

Total comprehensive income for the year 10,153,667        12,205,236       

The annexed notes 1 to 34 form an integral part of these financial statements.

---------- (Rupees) ----------
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June 30, June 30,

2015 2014

Note

Profit before tax 10,153,667               12,387,610 

Adjustments for:

Depreciation on tangible fixed assets 3,328,625                   3,185,975 

Amortisation on intangible assets 174,751                           90,307 

Provision for Workers' Welfare Fund 234,144                         285,982 

Financial charges 13,210,357                 6,445,625 

Provision for doubtful debts 262,661                         289,584 

Loss on sale of fixed assets - net              510,040               12,079 

Operating profit before working capital changes         27,874,245        22,697,162 

(Increase) / decrease in assets

Murabaha receivables - net (31,156,019)       (714,831)           

Diminishing musharaka receivables - net 2,565,075          (4,720,476)        

Stores and spares             (113,793)            (863,455)

Long-term deposits             (359,172)                 3,000 

Trade debts        (14,773,696)         (2,015,654)

Receivable from Modaraba's management company - a related party                11,652             154,413 

Advances, deposit, prepayments and other receivables          (4,703,765)         (9,987,000)

Advance income tax             (821,085)            (107,576)

Increase / (decrease) in liabilities

Creditors, accrued and other liabilities           9,776,135          7,059,675 

Payable to Modaraba Management Company           1,107,751                       -   

Net cash flows from operations        (10,592,672)        11,505,258 

Financial charges paid (13,210,357)       (6,445,625)        

Net cash used in / generated from operating activities (23,803,029)       5,059,633         

Cash flows from investing activities

Musharaka arrangements (59,668,846)       (18,220,382)      

Advances against murabaha and musharaka (6,600,000)        (13,737,080)      

Capital expenditure including capital work-in-progress (7,649,337)        (11,147,911)      

Investments - net -                    2,053,047         

Proceeds from sale of operating assets 8,179,456          232,849            

Net cash used in investing activities (65,738,727)       (40,819,477)      

Cash flows from financing activities

Musharaka financing - net 81,493,992        47,848,459       

Proceeds from right issue 27,669,069        -                   

Profit distributed (9,771,867)        (7,577,106)        

Net cash generated from / (used in) financing activities 99,391,194        40,271,354       

Net increase in cash and cash equivalents 9,849,438          4,511,510         

Cash and cash equivalents at beginning of the year 41,631,483        37,119,973       

Cash and cash equivalents at end of the year 9 51,480,921        41,631,483       

The annexed notes 1 to 34 form an integral part of these financial statements.

________________ ____________ ____________

Chief Executive Director Director

FIRST PARAMOUNT MODARABA

CASH FLOW STATEMENT

FOR THE YEAR ENDED JUNE 30, 2015

---------- (Rupees) ----------



20

Unrealised

gain on

revaluation

of available-

Certificate Merger Statutory for-sale Unappropriated Total Total 

capital reserve reserve investment profit reserve equity

Balance as at July 01, 2013 76,223,330     1,935,160    67,673,238  182,374     29,657,252          99,448,024     175,671,354      

Transactions with owners 

recorded directly in equity:

Profit distribution for the year ended

June 30, 2013 @ Rs.1.10 per certificate -                  -               -               -             (8,384,565)           (8,384,565)      (8,384,565)         

Issuance of Bonus certificate @ 10% 7,622,333       -               (7,622,333)   -             -                       (7,622,333)      -                    

Total comprehensive income 

for the year

Profit for the year -                  -               -               -             12,387,610          12,387,610     12,387,610        

Other comprehensive income

Unrealized gain on revaluation of

available-for-sale investments -                  -               -               (182,374)    -                       (182,374)         (182,374)            

-                  -               -               (182,374)    12,387,610          12,205,236     12,205,236        

Transferred to statutory reserve @ 20% -                  -               2,477,522    -             (2,477,522)           -                  -                    

Balance as at June 30, 2014 83,845,663     1,935,160    62,528,427  -             31,182,775          95,646,362     179,492,025      

Transactions with owners 

recorded directly in equity:

Profit distribution for the year ended

June 30, 2014 @ Rs.1.30 per certificate -                  -               -               -             (10,899,936)         (10,899,936)    (10,899,936)       

Issuance of right certificate of Rs.10 each 27,669,069     -                  27,669,069        

Issuance of Bonus certificates @ 10% 8,384,566       -               (8,384,566)   -             -                       (8,384,566)      -                    

Total comprehensive income 

for the year

Profit for the year -                  -               -               -             10,153,667          10,153,667     10,153,667        

Other comprehensive income

-                  -               -               -             10,153,667          10,153,667     10,153,667        

Transferred to statutory reserve 

@ 20% (refer note 15.1) -                  -               2,030,733    -             (2,030,733)           -                  -                    

Balance as at June 30, 2015 119,899,298   1,935,160    56,174,594  -             28,405,773          86,515,527     206,414,825      

The annexed notes 1 to 34 form an integral part of these financial statements.

________________ ____________ ____________

Chief Executive Director Director

FIRST PARAMOUNT MODARABA
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2015

Reserves

---------------------------------------------------------- (Rupees) ----------------------------------------------------------



1. LEGAL STATUS AND OPERATIONS

2. BASIS OF PREPARATION

2.1 Statement of compliance

2.2 Basis of measurement

2.3 Functional and presentation currency

2.4 New Standards, Interpretations and Amendments

The Company has adopted the following accounting standard and the amendments and interpretation of

IFRSs which became effective for the current year:

These financial statements have been prepared on the historical cost basis.

Permissible Islamic financial products including murabaha and musharaka have been used by the

Modaraba. In line with the similar industry practices, the accounting and presentation of the same are in

line with the substance of the transaction and their accounting is limited to the extent of actual amount of

facility utilized and mutually agreed profit thereon. Accordingly, purchases, sales and musharaka profits /

reserves are not reflected in these financial statements.

These financial statements are presented in Pakistan Rupees, which is the Modaraba's functional

currency. All financial information presented in Pakistan Rupees has been rounded to the nearest rupees,

except otherwise stated.

FIRST PARAMOUNT MODARABA

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2015

First Paramount Modaraba (the Modaraba) is a multi purpose, perpetual and multidimensional Modaraba

floated under the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980 and the rules

framed there under and is managed by Paramount Investments Limited (the Management Company), a

company incorporated in Pakistan. The Modaraba is listed on the Karachi and Islamabad Stock Exchanges.

The registered office of the Modaraba is situated at Karachi. Modaraba's principal activities include deployment

of funds on murabaha and musharaka arrangements and its in-house venture are (A) Generator rental and sale

project under the name "AL-BURQ Associates", (B) Weaving business under the name of "FPM Weaving" (C)

Electrical maintenance and troubleshooting services' business under the name of "FPM Solutions" and (D)

Chemical business under the name of "FPM Petro Services".

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 International Accounting Standards Board and Islamic Financial

Accounting Standards (IFAS) issued by the Institute of Chartered Accountants of Pakistan as notified

under the Companies Ordinance, 1984, provisions of and directives issued under Modaraba Companies

and Modaraba (Floatation and Control) Ordinance, 1980, Modaraba Companies and Modaraba Rules,

1981 and Companies Ordinance, 1984. In case requirements differ, the provisions of or directives issued

under the Companies Ordinance, 1984, Modaraba Companies and Modaraba (Floatation and Control)

Ordinance, 1980 , Modaraba Companies and Modaraba Rules, 1981 and Islamic Financial Accounting

Standards (IFAS) or the directives issued by the SECP shall prevail.

The SECP, Special Compliance Division, vide Circular no. 10 of 2004 dated February 13, 2004 deferred

the application of IAS 17 'Leases' to Modarabas till further orders.

21
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IAS 19 – Employee Bene�ts – (Amendment) - De�ned Bene�t Plans: Employee Contributions

IAS 32 – Financial Instruments: Presentation – (Amendment)

  – O�setting Financial Assets and Financial Liabilities

IAS 36 – Impairment of Assets – (Amendment)

     – Recoverable Amount Disclosures for Non-Financial Assets

IAS 39 – Financial Instruments: Recognition and Measurement – (Amendment)

     – Novation of Derivatives and Continuation of Hedge Accounting

IFRIC 21 – Levies

Improvements to Accounting Standards Issued by the IASB

IFRS 2 Share-based Payment – De�nitions of vesting conditions

IFRS 3 Business Combinations – Accounting for contingent consideration 

in a business combination

– Scope exceptions for joint ventures

IFRS 8 Operating Segments – Aggregation of operating segments

                               – Reconciliation of the total of the reportable segments’ 

          assets to the entity’s assets

IFRS 13 Fair Value Measurement - Scope of paragraph 52 (portfolio exception)

IAS 16 Property, Plant and Equipment and IAS 38 Intangible Assets – Revaluation method – 

proportionate restatement of accumulated depreciation / amortisation

IAS 24 Related Party Disclosures - Key management personnel

IAS 40 Investment Property - Interrelationship between IFRS 3 and IAS 40 (ancillary services)

2.5

Effective date 

(annual periods 

Standard or Interpretation beginning on or after)

IFRS 10 – Consolidated Financial Statements January 01, 2015

IFRS 10 Consolidated Financial Statements, IFRS 12 Disclosure

of Interests in Other Entities and IAS 27 Separate Financial

Statements – Investment Entities (Amendment) January 01, 2015

IFRS 10 Consolidated Financial Statements, IFRS 12 

Disclosure of Interests in Other Entities and IAS 27 

Separate Financial Statements – Investment Entities: 

Applying the Consolidation Exception (Amendment) January 01, 2016

The adoption of the above amendments, improvements to accounting standards and interpretations do

not have any effect on the financial statements.

Standards, interpretations and amendments to approved accounting standards that are not yet

effective

The following revised standards, interpretations and amendments with respect to the approved

accounting standards as applicable in Pakistan would be effective from the dates mentioned below

against the respective standards, interpretations and amendments:



Effective date 

(annual periods 

Standard or Interpretation beginning on or after)

IFRS 10 Consolidated Financial Statements and IAS 28 

Investment in Associates and Joint Ventures - 

Sale or Contribution of Assets between an Investor 

and its Associate or Joint Venture (Amendment) January 01, 2016

IFRS 11 – Joint Arrangements January 01, 2015

IFRS 11 Joint Arrangements - Accounting for Acquisition 

of Interest in Joint Operation (Amendment) January 01, 2016

IFRS 12 – Disclosure of Interests in Other Entities January 01, 2015

IFRS 13 – Fair Value Measurement January 01, 2015

IAS 1 – Presentation of Financial Statements - Disclosure 

Initiative (Amendment) January 01, 2016

IAS 16 Property, Plant and Equipment and IAS 38 intangible 

assets - Clarification of Acceptable Method of Depreciation

and Amortization (Amendment) January 01, 2016

IAS 16 Property, Plant and Equipment IAS 41 Agriculture - 

Agriculture: Bearer Plants (Amendment) January 01, 2016

IAS 27 – Separate Financial Statements – Equity Method in 

Separate Financial Statements (Amendment) January 01, 2016

IASB effective date

(accounting periods 

Standard beginning on or after)

IFRS 9 – Financial Instruments: Classi!cation and Measurement January 01, 2018

IFRS 14 – Regulatory Deferral Accounts January 01, 2016

IFRS 15 – Revenue from Contracts with Customers January 01, 2018

The Company expects that the adoption of the above amendments and interpretation of the standards will

not affect the Company's financial statements in the period of initial application except IFRS 11 - Joint

Arrangements which may affect certain disclosures.

In addition to the above standards and interpretations, amendments to various accounting standards

have also been issued by the IASB. Such improvements are generally effective for accounting periods

beginning on or after July 01, 2014. The Company expects that such improvements to the standards will

not have any impact on the Company's financial statements in the period of initial application.

Further, the following new standards have been issued by IASB which are yet to be notified by the SECP

for the purpose of applicability in Pakistan.
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2.6 Significant accounting estimates and judgments

i) Provision for doubtful recoveries (note 3.14, 5.2 and 10.2)

ii) Estimation of useful lives of machinery and equipment (note 3.1 and 4.1)

iii) Classification and valuation of investments (note 3.3 and 7)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

3.1 Tangible fixed assets 

Machinery and equipment are stated at cost less accumulated depreciation and impairment losses, if any.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as

appropriate, only when it is probable that future economic benefits associated with the item will flow to the

entity and its cost can be reliably measured. Cost incurred to replace a component of an item of

machinery and equipment is capitalised and the asset so replaced is retired from use. Normal repairs and

maintenance are charged to the profit and loss account as and when incurred. Major renewals and

improvements are capitalised, if recognition criteria are met.

Depreciation is charged to profit and loss account applying the reducing balance method except for

generators which are depreciated using units of production method on the basis of working hours of

generators. In respect of additions and disposals during the year, depreciation is charged proportionately

for the period of use.

The carrying values are reviewed for impairment when events or changes in circumstances indicate that

the carrying value may not be recoverable.

Significant accounting estimates and areas where judgments were made by the management in the

application of accounting policies are discussed in the following notes:

The preparation of financial statements in conformity with approved accounting standards, as applicable

in Pakistan, requires management to make judgments, estimates and assumptions that affect the

application of policies and the reported amounts of assets, liabilities, income and expenses.

The estimates and associated assumptions are based on historical experience and various other factors

that are believed to be reasonable under the circumstances, the results of which form the basis of making

judgments about the carrying values of assets and liabilities that are not readily apparent from other

sources. Actual results may differ from these estimates.

The accounting policies set out below have been applied consistently to all the periods presented in these

financial statements.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting

estimates are recognized in the period in which the estimate is revised if the revision affects only that

period, or in the period of the revision and future periods if the revision affects both current and future

periods.

An item of fixed assets is derecognized upon disposal or when no future economic benefits are expected

from its use or disposal. Any gains or losses arising on derecognition of the assets (calculated as

difference between the net disposal proceeds and the carrying amount of the assets) is included in the

profit and loss account.

The assets' useful lives, method of depreciation and residual value are reviewed, and adjusted if 

appropriate at each year end.
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3.2 Intangible assets 

3.3 Investments and other financial assets

3.3.1 Classification

The Modaraba classifies its financial assets in the following categories:

a) Financial assets at fair value through profit or loss

b) Loans and receivables

c) Held to maturity

d) Available-for-sale

3.3.2 Regular way contracts

3.4 Loans to employees

Available-for-sale financial assets are those non-derivative financial assets that are

designated as available-for-sale or are not classified as (a) financial assets at fair value

through profit or loss, (b) loans and receivables or (c) held to maturity.

Financial assets with fixed or determinable maturity where management has both the positive

intent and ability to hold till maturity are classified as held to maturity.

Capital work-in-progress is stated at cost less impairment losses, if any. Cost consists of expenditure

incurred and advances made in the course of their acquisition, construction and installation. Transfers are

made to relevant asset category as and when the assets are available for intended use.

Intangible assets (comprising of computer softwares) are stated at cost less accumulated amortisation

and impairment losses, if any. Intangible assets are amortised under the reducing balance method at the

rate of thirty percent per annum.

The management determines the appropriate classification of its financial assets in accordance

with the requirements of International Accounting Standards (IAS) 39: 'Financial Instruments:

Recognition and Measurement', at the time of initial recognition.

Financial assets that are acquired principally for the purpose of generating profit from short-

term fluctuations in prices are classified as held for trading in the 'Financial assets at fair value

through profit or loss' category.

All regular purchases and sales of financial assets that require delivery within the time frame

established by regulation or market convention are recognised on the trade date - the date on

which the Fund commits to purchase or sell the assets.

These are non-derivative financial assets with fixed or determinable payments that are not

quoted in an active market.

Loans to employees are granted by Modaraba for purchasing of vehicles or for other purposes, as

approved by the management on a case to case basis.



3.5 Murabaha receivables

3.6 Musharaka

a) Diminishing Musharaka

b) Musharaka Financing

3.7 Cash and cash equivalents

3.8 Stores and spares

3.9 Trade debtors and other receivables

3.10 Musharaka arrangements

Cash and cash equivalents are carried in balance sheet at cost. For the purpose of cash flow statement,

cash and cash equivalents include cash and balances with banks in current and deposit accounts and

investments with original maturity of less than 3 months.

Murabaha transactions are reflected as receivable at the invoiced amount. Actual sale and purchase are

not reflected as the goods are purchased by the customer as agent of the Modaraba and all documents

relating to purchase are in customer name. However the profit on that sale revenue not due for payment

is deferred by recording a credit to “Deferred Murabaha Income” account.

Stores, spare parts and loose tools are valued at lower or net realizable value and cost. Cost of items of

stores, spare parts and loose tools is determined as invoice value plus other charges accrued thereon to

the balance sheet date. Provision is made annually in the financial statements for slow moving and

obsolete items if required.  

Trade debts and other receivables are carried at original invoice amount less an estimate made for

doubtful receivables based on review of outstanding amounts at the year end. Balances considered bad

or irrecoverable are written off when identified. 

Musharaka is an agreement between two or more parties to combine their assets, labour or liabilities for

the purpose of making a profit. Modaraba is dealing in the following forms of Musharaka.

In Diminishing Musharaka based financing, the Modaraba enters into a Musharaka based on Shirkat-

ul-mulk for financing an agreed share of fixed asset (e.g. house, land, plant or machinery) with its

customers and enters into periodic profit payments agreement for the utilization of the Modaraba's

Musharaka share by the customer.

Modaraba enters into financing with customers based on Shirkat-ul-aqd (contractual partnership) in

customers' operating business. Under this mechanism, the customer can withdraw and return funds

to the modaraba subject to his running musharaka financing limit during the musharaka period. The

customer pays the provisional profit which is subject to final settlement based on the actual results of

the business / transaction.

Musharaka arrangements in respect of AL-BURQ Associates project, FPM Weaving Unit and FPM Petro

Services are accounted for using proportionate consolidation method. Under proportionate consolidation

only the investor's share of the assets, liabilities, income and expenses is accounted for on line by line

basis and therefore there are no non - controlling interest is recognised.
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3.11 Certificates of musharaka

3.12 Creditors and other liabilities

3.13 Employee Benefits

Defined contribution plan

Compensated absences

3.14 Offsetting 

3.15 Impairment

3.15.1 Financial Assets

3.15.2 Non-financial assets

The Modaraba assesses at each balance sheet date whether there is any indication that 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 amount, assets are written down to their recoverable amounts

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.

Certificates of musharaka are recognised initially at cost, less attributable transaction costs. Subsequent

to initial recognition, these are stated at cost / amortised cost.

Provision for non-performing murabaha receivables and diminishing musharaka, is made in

accordance with the Prudential Regulations for modarabas issued by SECP vide Circular No. 4 of

2004 dated January 28, 2004 and subsequent amendments made therein and is charged to profit

and loss account currently.

Profit on these arrangements are recognised as expense in the period in which they are incurred and is

accounted for on the basis of projected profit. The effect of adjustments, if any, between actual rate and

projected rate of profit is accounted for at the end of each quarter after determination of actual profit.

Creditors and other liabilities are recognized initially at fair value plus directly attributable cost, if any, and

subsequently measured at amortized cost.

The Modaraba operates approved funded contributory provident fund scheme for all its employees. Equal

monthly contributions are made both by the Modaraba and the employees at the rate of 8.33% percent

per annum of the basic salary.

The Modaraba accounts for the liability in respect of employees’ compensated absences in the period in

which they are earned.

Financial assets and liabilities are offset and the net amount is reported in the balance sheet when there

is a legally enforceable right to set-off the recognized amount and the Modaraba intends to either settle

on a net basis, or to realize the asset and settle the liability simultaneously.

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. Individually significant financial assets are tested for impairment on an individual basis.

The remaining financial assets are assessed collectively in groups that share similar credit risk

characteristics.



3.16 Revenue recognition

- Profit / return on deposits / investments is recognised using effective interest rate method.

-

- Musharaka management fee is recognised when related services are provided.

- Rental income from generators is recognized on time proportionate basis.

-

- Profit on Diminishing Musharaka financing is recognised using effective mark-up rate method. 

- Profit on Musharaka investments is recognised on declaration of profit by Musharaka partners.

-

-

-

- Processing income from weaving is recognised when services are rendered.

Earnings per certificate (EPC)

3.17 Taxation

Current

Where impairment loss subsequently reverses, the carrying amount of the asset is increased to

the revised recoverable amount but limited to the extent of initial cost of the asset. Reversal of

impairment loss is recognised as income.

Income form Murabaha is accounted for on consummation of Murabaha transaction. However, profit

on that portion of revenue not due for payment (deferred murabaha income) is deferred and

recognized on time proportionate basis.

Revenue from sales of goods is recorded on dispatch of goods to customers and is recognised when

the significant risks and rewards of ownership are transferred to customer.

Dividend income is recognised when the right to receive the same is established i.e. on the date of

book closure of the investee company / institution declaring the dividend.

Realised capital gains / (losses) arising on sale of investments are included in the profit and loss

account on the date at which the transaction takes place.

Unrealised gains / (losses) arising on revaluation of investments classified as 'available-for-sale' are

included in the statement of Comprehensive income in the period in which they arise.

The Modaraba presents basic and diluted earnings per certificate (EPC) data for its certificate. Basic EPC

is calculated by dividing the profit or loss attributable to certificate holders of the Modaraba by the

weighted average number of certificates outstanding during the year. Diluted EPC is determined by

adjusting the profit or loss attributable to certificate holders and the weighted average number of

certificates outstanding for the effects of all dilutive potential certificate.

Provision for current taxation is made on taxable income at the prevailing rates of tax after taking into

account tax credits available, if any. The income of non-trading Modarabas is exempt from tax provided

that not less than ninety percent of their profits are distributed to the certificate holders. The Modaraba

has decided to continue availing the tax exemption and hence no provision has been made in these

financial statements for tax liability for the current year.
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Deferred

3.18 Operating segments

3.19 Provisions

3.20 Profit distributions and appropriations

3.21 Foreign currency transactions

June 30, June 30,

2015 2014

Note

4. OPERATING FIXED ASSETS

Tangible fixed assets 4.1 54,133,396      59,337,715     

Capital work in progress - Advance to suppliers -                   639,647          

Intangible assets 4.2 1,511,146        210,715          

55,644,542      60,188,077     

Profit distributions are recognised as a liability in the financial statements in the period in which these are

approved. Transfers to statutory reserve and the mandatory appropriations as may be required by law are

recognised in the period to which these relate.

Transactions in foreign currencies are translated into Rupees at rates of exchange on the date of

transaction. Monetary assets and liabilities in foreign currencies are translated into Pakistani Rupees at

the rates of exchange ruling on the balance sheet date. Exchange differences are charged to profit and

loss account currently.

---------- (Rupees) ----------

The Modaraba accounts for deferred taxation on all material temporary differences using the liability

method arising between the amounts attributed to assets and liabilities for financial reporting purposes

and those used for taxation purposes. However, deferred tax liability has not been provided in these

accounts as the management believes that the timing differences will not reverse in the foreseeable

future due to the fact that the Modaraba intents to continue availing the tax exemption through profit

distribution to the extent of ninety percent of distributable profit.

An operating segment is a component of the Modaraba that engages in business activities from which it

may earn revenues and incur expenses, including revenues and expenses that relate to transactions with

any of the Modaraba’s other components. All operating segments’ operating results are reviewed

regularly by the Management Company’s Chief Executive Officer and Board of Directors to make

decisions about resources to be allocated to the segment and to assess its performance, and for which

discrete financial information is available. In review and evaluation performance process, the business is

considered as a single operating segment and the Modaraba's business is evaluated on an overall basis

other than musharaka arrangement with joint venture partner which is monitored separately.

Segment results that are reported for review and performance evaluation include items directly

attributable to a segment as well as those that can be allocated on a reasonable basis. Unallocated items

comprise mainly corporate assets, administrative expenses, and income tax assets and liabilities.

Segment capital expenditure is the total cost incurred during the year to acquire tangible fixed assets and

intangible assets other than goodwill.

Provisions are recognized when the Modaraba has a present legal or constructive obligation as a result of

past events and it is probable that an outflow of resources embodying economic benefits will be required

to settle the obligation and a reliable estimate of the obligation can be made. 
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