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First National Bank Modaraba

Directors' Quarterly Review Report

On behalf of the Board of Directors of National Bank Modaraba Management Company
Limited (NBMMCL), the Management Company of First National Bank Modaraba (FNBM), |
am pleased to present the quarterly report, together with un-audited financial statements of
FNBM for the quarter and half year ended December 31, 2018.

During the period under review the focus of management remained on recovery, particularly
from the classified portfolio, where various means are being employed, including legal suits
as well as negotiation for settlement etc. The efforts of recovery from NPLs have started to
bear some positive results that are expected to get amplified with the overall revival of the
economy in general and textile sector in particular.

On the operations side the total income figured to Rs.10.1 Million in the half year under
review as compared to Rs.49.5 Million in the corresponding period last year. However due to
increase in market interest rates the Financial cost surged by almost 25% to Rs.9.8 Million
as compared to Rs.8.0 Millions in the corresponding period. Although there was a slight
spike in operating expenses that stood at Rs.8.1 Million when compared to Rs.7.5 Million in
the corresponding period last year, however on annual basis they are not expected to differ
materially from the last year level of operating expenses. There has also been a charge of
provision amounting to Rs.1.7 Million. The net result was a loss of Rs.(18.9) million as
against a profit of Rs.1.0 Million in the corresponding period. The loss per certificate stood at
Rs.(0.76) as compared to a profit per certificate of Rs.0.04 in the corresponding period.

In order to restore the capital base, which was lost mainly because of charge provisioning on
NPLs, the parent bank NBP intends to recapitalize FNBM by investing an amount of Rs.300
Million in consideration of 30 million Modaraba certificates of FNBM at par value of Rs. 10/-
each that would be issued to NBP otherwise than right. In this respect the requisite
approvals in the EOGM of certificate holders and of the SECP has already been obtained.
NBP meanwhile is in the process of obtaining necessary regulatory approvals of SBP.

However, under the current circumstances, in the absence of fresh equity and execution of
the intended business plan, the interim financial statements are prepared on non-going
concern basis. The management is confident that with the injection of Rs. 300 Million in
equity itwould be able to execute its proposed new business plan and become profitable.

The Board would like to take this opportunity to thank its valued certificate holders and
clients for their patronage and consistent patience. Besides, the Board extends its sincere

gratitude to Registrar Modarabas, SECP and NBFI & Modaraba Association of Pakistan for
their continued guidance and support.

For and on behalf of the Board

W

Chief Executive Officer Lahore: February 27, 2019
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AUDITORS" REPORT TO CERTIFICATE HOLDERS
ON REVIEW OF INTERIM FINANCIAL IMFORMATION

Introdiuehon

We have eviswed the accompanying condensed intzrim balancs sheet of First Mationa: Bank:
Madzraba {"the modaraba™) as at 31 December 2008 anc the ralated comdansed inlerier prodl
ard loss aooeunt, condensed Inbern statemert of comprenensive income, cordensed interim
cach flow staterment and condensed intarim statement of changec in equity together with notes
bo the finandal statements for the six month period then endad Chersinalter relerred W@ oas
“interim financial information™), Management of Modaraba is responsible ter the preparatian and
presentation af this cordensed int2im Anancial information [un-awdited] in accordance with
accounting ard repertng standards as applicable in Fakistan for interm finandal reporting. Dur
respansibility is to0 express a conclusion on this cendensed interdmn financial information {un-
auditedd) based an our review. The figures af the condensed interim profit and loss accaunt and
the condensed nterim sEtement of compsehensive income for the guarters ended 31 December
2007 and 3L December 2016 hawe not been reviewsad as we are requlred o review only be
cumulative figures for the half year ended 31 Decamber Z01E,

Hoape of Reviewy

We conducted cur review in accordance with Inkernational Stardard an Review Eriagements
2410, "Review of Lnterim Financal information Perfomed by the Independent Auditar of e
Entity™. A rovlewr of interim financial information conslsts of making inquiries, primarily of
perschns respondble tor tinandal and accountng matcrs, and applyirg analytical and other
ravlew procedures, A review |s substzntially less In scope than an audit conducted In accordanoe
with International Standards on Auditing and oonsequently does nof enable ue to abitain
ascurance that we weuld become sware of all significant matters that might be ideatified in an
il Accondingly, e do net express an audic opinian.

Comelusion

Based on cur review, rething has come to our atterton that causes ug to believe that the
ancornpanying interim financial intarmation (un-audited) 15 not prepaned, in all matenal respecty,
in accordence with the accourting and reporting standards as applicable in Pakistan for interir
finandal reporting,

Lmphasis of Maller Pargeirac’t

We draw attEntiﬁr ho Mote 1.2 im the financial statements, which indicates that the Modaraba
incurrad & net Ioss of Rs. 18.954 million during the half yoar ended Decermber 31, 2008, As of
that date the Modombas currcnt liabilities excesded its curent assets by Rs. 111,332 million

and its accumuiated bosses amounted be s 304,005 million. Consequently, #s net liabilibias
-

Fueail Havwis Dzl A s v arrerninn ol Cocon Chioon v sz e St b ! Jmaz Jobd 3 sscpaicl ardindbgrarcund laga san bp ol Fasie bl - bfwand
I wlF e aw i nac oy b 2 Pac iy st e o o e O ns Chosd o avs slbanrerebaremvizee Cle kel Lreass Uobel zoay skreredes 57 oredeia ol e ez e 2eea ek
hercam s g L e okl ic Fovseln e dwadleyd Do

o 3 A Horwit P ol tp St

05



Half Yearly Report-December 31, 2018

/N Crowe

hawe excascad itc net assets by K. 10H1D milllon. This situatan indicates that a matedal
uncertainty exlsks that may cast signlficant doubt on the Modarasa’s abllity to contlhoe as 2
going concarn. Therefare, the condensed intenm financal information {un-audited) has been
prapmred on the basis of estimated net realizable [ setiement values of assets and labilitios
respectrvely. This estimation invelves judgement based on the latest availaole infarmation,
historical experience and possible future events that are believed 1o be reascnable under the
circumskances. As a result of new infarmation, these estimabes may nesd revision. Henoe, the
uitimate value at which assets will be realized and liabilities will b2 sattled may be diffiersrt fom
thuse carried in the condensed interim Financial infarmation {un-audited ), Qur conchesian 1s not
qualified in rospect of this matter,

Oitrer Madtor

The interm financial information {un audiked) for the siv-manth peried erded Decomber 31,
2017 were revlewed Dy another G of Chareed Acountents whose report dated Febroary

23, 2014 has expressed un-qualified opinion.

Lahore HORWATH HUSSAIN CHAUDHURY & CD.
Dated: February 27, 2019 Chartored Accawatants

(Engagamant Partrar: amin Ali)

W
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First National Bank Modaraba

CONDENSED INTERIM BALANCE SHEET (UNAUDITED)
AS AT 31 DECEMBER 2018

2018 2018
ASSETS Note Rupees Rupees
CURRENT ASSETS
Cash and bank balances 6 8,200,890 51,653,789
Short term murabaha investments - secured 7 16,138,222 16,308,001
Accrued profit 8 1,121,595 1,097,997
Short term investments 9 74,372,000 30,895,000
ljarah rentals receivable 10 73,153,155 74,259,701
Advances, prepayments and other receivables 11 3,441,411 3,324,398
Current portion of non current assets 12 35,472,755 42,303,266
211,900,028 219,842,152
NON-CURRENT ASSETS
Net investment in ijarah finance 13 - 1,650,864
Diminishing musharaka financing - secured 14 2,930,469 1,977,113
Long term murabaha investments - secured 15 4,046,113 7,206,979
Long term loans and deposits 16 294,226 470,143
Intangible asset 17 - -
Fixed assets under ijarah arrangements 18 97,297,439 124,871,458
Fixed assets - own use 19 39,747 47,612
Deferred tax asset 34 - -
104,607,994 136,224,169
TOTAL ASSETS 316,508,022 356,066,321
LIABILITIES
CURRENT LIABILITIES
Accrued profit 1,920,981 2,564,748
Deferred murabaha income 7 - -
Short term finances - secured 20 217,063,388 217,063,388
Creditors, accrued and other liabilities 21 14,439,266 19,032,000
Current portion of non-current liabilities 22 89,708,323 104,053,372
323,131,958 342,713,508
NON-CURRENT LIABILITIES
Security deposits against ijarah assets 23 1,984,500 2,802,200
Long term finance - secured 24 - -
Deferred murabaha income 25 2,201,497 2,406,131
4,185,997 5,208,331
TOTAL LIABILITIES 327,317,955 347,921,839
NET ASSETS (10,809,933) 8,144,482
FINANCED BY:
Certificate capital 26 250,000,000 250,000,000
Statutory reserves 27 43,955,189 43,955,189
Accumulated loss (304,765,122) (285,810,707)
CONTINGENCIES AND COMMITMENTS 28 - -
TOTAL EQUITY AND RESERVES (10,809,933) 8,144,482

The annexed notes from 1 to 42 form an integral part of these financial statements.

pe t 7" ﬁfJ/ ‘

Chief Executive Officer / Director ~ Director Chief Financial Officer
National Bank Modaraba National Bank Modaraba National Bank Modaraba National Bank Modaraba
Lahore: February 27,2019  Management Company Limited Management Company Limited ~Management Company Limited Management Company Limited

07



Half Yearly Report-December 31, 2018

CONDENSED INTERIM PROFIT AND LOSS ACCOUNT (UNAUDITED)
FOR THE SIX MONTHS PERIOD ENDED DECEMBER 31, 2018

Half Year Ended Quarter Ended
December 31, | December 31, December 31, | December 31,
2018 2017 2018 2017
Rupees Rupees Rupees Rupees
INCOME FROM OPERATIONS
ljarah rentals earned / income from ijarah finance 5,879,784 42,632,437 1,545,952 21,106,337
Profit on diminishing musharaka financing 1,209,767 1,123,216 957,082 434,655
Profit on murabaha investments 67,948 199,100 67,948 199,100
Profit on bank deposits 835,898 631,275 502,924 212,654
Gain on disposal of ijarah and owned assets 407,882 4,193,145 159,601 3,931,154
Profit on short term investment 1,707,481 717,781 1,687,313 717,781
10,108,760 49,496,954 4,920,820 26,601,681
OTHER INCOME
Reversal of provision charged for - -
doubtful receivables 170,944 3,234,441
Other income 28,710 100,767 28,710 47,711
199,654 3,335,208 28,710 47,711
TOTAL INCOME 10,308,414 52,832,162 4,949,530 26,649,392
EXPENSES
Depreciation on ijarah assets (9,541,106) (27,548,402) (5,625,984) (13,387,635)
Operating expenses (8,107,601) (7,457,893) (4,369,714) (3,342,465)
Finance cost (9,864,999) (8,094,052) (5,665,354) (3,607,197)
TOTAL EXPENSES (27,513,706) (43,100,347) (15,661,052) (20,337,297)
Operating (Loss) / Profit before
Provision and Taxation (17,205,292) 9,731,815 (10,711,522) 6,312,095
Provision charged for doubtful receivables - net (1,749,123) - (1,749,123) (3,158,116)
Impairment loss on ijarah assets - net - (8,368,237) - (8,368,237)
(18,954,415) 1,363,578 (12,460,645) (5,214,258)
Modaraba Company's management fee - (136,358) - 521,426
(Loss) / Profit before Taxation (18,954,415) 1,227,220 (12,460,645) (4,692,832)
Taxation - (208,630) - (208,630)
Net (Loss) / Profit for the Period (18,954,415) 1,018,590 (12,460,645) (4,901,462)
LOSS / PROFIT PER CERTIFICATE - BASIC AND
DILUTED (0.76) 0.04 (0.50) (0.20)

The annexed notes from 1 to 24 form an integral part of these condensed interim financial information (un-audited).

w2

et

Chief Executive Officer Director Director Chief Financial Officer
National Bank Modaraba National Bank Modaraba Natlonal Bank Modaraba National Bank Modaraba

Lahore: February 27,2019  Management Company Limited Management Company Limited ~Management Company Limited Management Company Limited
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First National Bank Modaraba

CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UNAUDITED)
FOR THE SIX MONTHS PERIOD ENDED DECEMBER 31, 2018

Half Year Ended Quarter Ended
December 31, December 31, December 31, December 31,
2018 2017 2018 2017
Rupees Rupees Rupees Rupees

Net (Loss) / Profit for the Period (18,954,415) 1,018,590 (12,460,645) (4,901,462)
Other comprehensive income / (loss) for

the period -
Total Comprehensive (Loss) / Income (18,954,415) 1,018,590 (12,460,645) (4,901,462)

for the Period

The annexed notes from 1 to 24 form an integral part of these condensed interim financial information (un-audited).

et

g

g/%.

Chief Executive Officer / Director
National Bank Modaraba National Bank Modaraba

L~

National Bank Modaraba

Director

Chief Financial Officer

National Bank Modaraba

Lahore: February 27,2019  Management Company Limited Management Company Limited ~Management Company Limited Management Company Limited
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CONDENSED INTERIM CASH FLOW STATEMENT (UNAUDITED)
FOR THE SIX MONTHS PERIOD ENDED DECEMBER 31, 2018

Half Year Ended
December 31, | December 31,
2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES Rupees Rupees
Net loss / profit for the period (18,954,415) 1,227,220
Adjustment for:
- Depreciation on fixed assets under own use 7,865 13,465
- Depreciation on fixed assets under ijarah arrangements 9,541,106 27,548,402
- Impairment on fixed assets under ijarah arrangements - 8,368,237
- Gain on termination of ijarah arrangements (382,882) (4,193,145)
- Gain on sale of fixed assets under owned use (25,000) -
- Profit on short term investments (1,707,481) -
- Charge of provision against doubtful ijarah rentals receivable - net 236,657 -
- Reversal of provision against doubtful other receivables - net (170,944) 11,092,365
- Reversal of provision against diminishing musharaka finance - net - (2,832,815)
- Charge / (reversal) of provision against net investment in ijarah finance - net 1,512,466 (11,193,091)
- (Reversal) / charge of provision long term murabaha investments - net - (300,900)
- Finance cost 9,864,999 8,094,052
- Deferred murabaha income (237,728) -
- Profit on term deposit receipts and bank deposits (835,898) (631,275)
17,803,160 35,965,295
Operating (loss) /profit before working capital changes (1,151,255) 37,192,515
Decrease / (Increase) in operating assets:
- Accrued profit 1,683,883 (612,357)
- ljarah rentals receivable 869,889 (6,836,539)
- Advances, prepayments and other receivables 499,966 (158,576)
- Short term murabaha investments 169,779 -
- Net investment in ijarah finance - 20,985,746
- Diminishing musharaka financing 6,123,077 8,598,989
- Long term murabaha investments 2,984,337 2,433,255
Decrease in operating liabilities:
- Creditors, accrued and other liabilities (4,592,734) (3,490,060)
- Security deposits against ijarah assets - net - (42,398,638)
Net changes in working capital 7,738,197 (21,478,180)
Net Cash Generated from Operating Activities 6,586,942 15,714,335
Finance cost paid (10,508,766) (8,586,010)
Income taxes paid (446,035) (72,768)
Profit received on bank deposits 835,898 631,275
Long term loans and deposits - net 244,922 203,301
Net Cash (Used in) / Generated from Operating Activities (3,287,039) 7,890,133
CASH FLOWS FROM INVESTING ACTIVITIES
Fixed assets - own use - (55,500)
Short term investments (43,477,000) (50,000,000)
Proceeds from disposal of own assets 25,000 -
Proceeds from disposal of ijarah assets 3,286,140 46,613,624
Net Cash Used in Investing Activities (40,165,860) (3,441,876)

CASH FLOWS FROM FINANCING ACTIVITIES

Short term finances - net

Long term finances - repaid

Net Cash Used in Financing Activities

Net Decrease in Cash and Cash Equivalents

Cash and cash equivalents at the beginning of the period
Cash and Cash Equivalents at the End of the period

(18,529,361)
(16,666,666)

(35,196,027)

(43,452,899)
51,653,789

(30,747,770)
49,707,521

8,200,890

18,959,751

The annexed notes from 1 to 24 form an integral part of these condensed interim financial information (un-audited).

pe t "

Chief Executive Officer / Director
National Bank Modaraba National Bank Modaraba
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First National Bank Modaraba

CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY (UNAUDITED)

FOR THE SIX MONTHS PERIOD ENDED DECEMBER 31, 2018

- . Statutory Accumulated .
Particulars Certificate Capital Reserves Loss Total Equity
Rupees

Balance as at June 30, 2017 250,000,000 43,955,189 (277,622,119) 16,333,070
Total comprehensive income for

the six months period ended

December 31, 2017
Net profit for the period - 1,018,590 1,018,590
Other comprehensive income for the period - -
Total comprehensive income for

the period - 1,018,590 1,018,590
Balance as at December 31, 2017 250,000,000 43,955,189 (276,603,529) 17,351,660
Balance as at June 30, 2018 250,000,000 43,955,189 (285,810,707) 8,144,482
Total comprehensive income for

the six months period ended

December 31, 2018
Net loss for the period - (18,954,415) (18,954,415)
Other comprehensive income for the period - -
Total comprehensive loss

for the period - (18,954,415) (18,954,415)
Balance as at December 31, 2018 250,000,000 43,955,189 (304,765,122) (10,809,933)

The annexed notes from 1 to 24 form an integral part of these condensed interim financial information (un-audited).

pe "
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Chief Executive Officer
National Bank Modaraba
Lahore: February 27,2019  Management Company Limited Management Company Limited ~Management Company Limited Management Company Limited

Director

National Bank Modaraba
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NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION (UNAUDITED)
FOR THE SIX MONTHS PERIOD ENDED DECEMBER 31, 2018

Note 1

Legal Status and Nature of Business

11

1.2

First National Bank Modaraba (“the Modaraba") is a multi-purpose, perpetual and multi-dimensional
Modaraba formed under the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980 and
Rules framed thereunder. The Modaraba is managed by National Bank Modaraba Management Company
Limited (a wholly owned subsidiary of the National Bank of Pakistan (NBP)), incorporated in Pakistan under the
repealed Companies Ordinance, 1984 (now the Companies Act, 2017) and registered with the Registrar of
Modaraba Companies. The registered office of the Modaraba is situated at Ground Floor, National Bank of
Pakistan, Regional Headquarters Building, 26-Mc Lagon Road, Lahore.

The Modaraba is listed on Pakistan Stock Exchange Limited (PSX). It commenced its operations on December
4, 2003 and is currently engaged in various Islamic modes of financing and operations including ijarah,
musharaka and murabaha arrangements.

Going concern assumption

During the six months period ended on December 31, 2018, the Modaraba made loss before 'Modaraba
Company's Management Fee' of Rs. 18.954 million. As at the reporting date, its current liabilities exceed its
current assets by Rs. 111.232 million (2018: Rs. 122.871 million), its accumulated losses agregate to Rs.
304.765 million (2018: Rs. 285.811 million) and its net liabilities exceed its net assets by Rs. 10.810 million.
Further, its current borrowing facilities are not renewed by the National Bank of Pakistan. Although total security
deposits amounting to Rs. 91.607 million are adjustable against ijaraha assets, i.e. these are not repayable, and
apart from short term borrowings obtained from NBP there are no major payables; the Registrar Modaraba has
issued a show cause notice to the Modaraba as to why should the proceedings to wind up the Modaraba not be
initiated in terms of Section 23(1)(ii)(b) of the Modaraba Companies and Modaraba (Floatation and Control)
Ordinance, 1980 in purview of consistent operatng losses of the Modaraba.

In view of above, National Bank of Pakistan resolved in its meeting of Board of Directors dated June 22, 2018 to
review and reverse its earlier decision of the cessation of the business of the Modaraba and recapitalize the
Modaraba by injecting Rs. 300 million against the issuance of 30 million certificates of Rs. 10 each'. This
resolution was made public through corporate announcement on PSX dated July 13, 2018. to this affect, in its
extraordinary general meting of the certificate holders of First National Bank modaraba dated November 30,
2018, a special resolution was passed for issuance of 30 million Modaraba certificates of Rs. 10 each, valuing
Rs. 300 million in aggregate, to National Bank of Pakistan, as otherwise than right.

The Securities and Exchange Commission of Pakistan (SECP) has given its approval on December 3, 2018 for
issuance of further certificates, other than right to National Bank of Pakistan. Consequently, on January 23, 2018
National Bank of Pakistan applied to the State Bank of Pakistan seeking approval of injection of Rs. 300 Million in
the equity of the Modaraba. The approval of injection of equity through the aforementioned arrangement is
awaited from SBP. The management is confident that with the injection of Rs. 300 million it would be able to
execute its proposed business plan and become profitable.

However, in the absence of fresh equity and execution of the business plans as intended by the management, the
above factors indicate the existence of material uncertainty that casts significant doubts about the Modaraba's
ability to continue as a going concern, and therefore, it may be unable to realize its assets and discharge its
liabilities in the normal course of business. Therefore, these financial statements have been prepared on the
basis of estimated realizable / settlement values of assets and liabilities respectively.
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First National Bank Modaraba

Note 2
Basis of Preparation

2.1 This condensed interim financial information has been prepared in accordance with the directives issued by the
Securities & Exchange Commission of Pakistan (SECP) and is in compliance with the International Accounting
Standard - 34 (Interim Financial Reporting) and being submitted to certificate holders as required under law.

2.2 This financial information should be read in conjunction with annual audited financial statements for the year
ended June 30, 2018. Comparative balance sheet is extracted from annual audited financial statements for the
year ended June 30, 2018; whereas, comparative profit and loss account, statement of comprehensive income,
cash flows statement and statement of changes in equity are extracted from unaudited interim financial
information for the half year ended on December 31, 2017.

2.3 These financial information have been prepared under the historical cost convention except for the measurement
of certain financial instruments at fair value in accordance with the requirements of IFRS-9 (Financial
Instruments: Recognition and Measurement) and at the overall contract price in accordance with IFAS-1
(Murabaha).

2.4 This condensed interim financial information is un-audited. However, a limited scope review of this interim
financial information has been performed by the external auditors of the Modaraba in accordance with the
requirements of the Listed Companies (Code of Corporate Governance) Regulations, 2017 and they have issued
their review report thereon.

25 This condensed interim financial information (un-audited) is presented in Pak Rupees, which is the Modaraba's
functional and presentational currency. All the figures have been rounded off to the nearest Pak Rupees unless
stated otherwise.

FIRST NATIONAL BANK MODARABA Page 8 of 15
Notes to the Condensed Interim Financial Information (Un-Audited)

Note 3
Accounting Policies

The accounting policies adopted for the preparation of this condensed interim financial information (un-audited) are
consistent with those applied in the preparation of annual audited financial statements of Modaraba for the year ended
June 30, 2018.

Note 4
Taxation

Under the current tax law, the income of non-trading modarabas is exempt from tax provided that they distribute ninety
(90) percent of their profits as cash dividend to the certificate holders out of current period's total profit after appropriating
statutory reserves. Where such profits are not distributed, provision for tax is made on taxable income at the current tax
rates applicable to Modaraba after taking into account the available tax exemptions and tax credits, if any. No provision
for tax liability has been incorporated in this condensed interim financial information (un-audited) due to losses during
the period. Moreover, being prudent, the Modaraba has not recognized deferred tax asset as taxable profits in near
foreseeable future are not certain.
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Note 5
Short Term Murabaha Investments - Secured December 31, June 30, 2018
2018
(Un-audited) (Audited)
Rupees Rupees
Considered good - -
Considered doubtful 243,601,181 243,770,960
243,601,181 243,770,960
Add: Deferred murabaha income 2,654,776 2,654,776
246,255,957 246,425,736
Less: Provision for non-performing murabaha investments (227,462,959)  (227,462,959)
Less: Suspended income (2,654,776) (2,654,776)
16,138,222 16,308,001
5.1 These represent investments under murabaha arrangements on deferred payment basis at specified profit margins. These

investments carry profit ranging from 10.36% to 15.54% (June 30, 2018: 10.36% to 15.54%) per annum and are secured
against charge over fixed and current assets, personal guarantees of directors of customer companies, registered and
equitable mortgage of properties, demand promissory notes and post dated cheques varying from case to case.

5.2 Provision for non-performing murabaha investments

Opening balance 227,462,959 227,462,959
Charged during the year - R
Reversed during the year - R

Net charged during the year - R
Closing balance 227,462,959 227,462,959

5.3 Investment in short term murabaha includes investments of Rupees 92.360 million, whose realizable value estimated by the
management as on the reporting date is Rupees 107.889 million. Hence, there is an upside of Rupees 15.530 million not
recognized in the profit and loss account of the Modaraba.

Note 6

Short Term Investments

December 31, June 30, 2018

2018
(Un-audited) (Audited)
Rupees Rupees
Investments in sukuk of 100,000 each - available for sale
- Neelum Jehlum 300 (June 30, 2018: 200) of Rs 100,000 each 29,360,000 20,895,000
- Byco Petroleum Pakistan Limited 200 (June 30, 2018: 100) of Rs. 100,000 each 20,012,000 10,000,000
49,372,000 30,895,000
- First Habib Modaraba Investments in Musharika Certificates (June 30, 2018: Nil) 25,000,000

74,372,000 30,895,000

Note 7
ljarah Rentals Receivable December 31, June 30, 2018
2018
Note (Un-audited) (Audited)
Rupees Rupees
Considered good - secured 2,047,417 13,639,189
Considered doubtful 119,364,371 108,642,488
Less: Provision for doubtful ijarah rentals receivable 7.2 (25,540,095) (25,303,438)
Less: Profit held in suspense account (22,718,538) (22,718,538)
71,105,738 60,620,512
73,153,155 74,259,701
7.1 This represents rentals receivable against assets leased out under ijarah arrangements.

14



First National Bank Modaraba

Note 7, ljarah Rentals Receivable - Continued...

7.2 Movement in provision against doubtful ijarah rentals receivable are as follows:

Opening balance

Charged during the year

Adjustment / reclassifed from suspended profit
Net charged during the year

Closing balance

Note 8
Current Portion of Non Current Assets

December 31,

June 30, 2018

2018
(Un-audited) (Audited)

Rupees Rupees
25,303,438 20,363,489
236,657 3,001,740
- 1,938,209
236,657 4,939,949
25,540,095 25,303,438

December 31,

June 30, 2018

2018
Note (Un-audited) (Audited)
Rupees Rupees
Net investment in ijarah finance 9 15,718,248 15,579,850
Diminishing musharaka financing 10 13,340,870 20,417,303
Long term murabaha investments 1 6,054,788 5,878,259
Long term loans and deposits 358,849 427,854
35,472,755 42,303,266
Note 9
Net Investment in ljarah Finance
December 31, 2018 June 30, 2018
Not later than Ls;ir;:zn Not later than Later than one
Net Investment in ljarah Finance Total and less than Total
one year less than one year )
) five years
five years
Rupees
---------------- (Un-Audited) (Audited)
Minimum ijarah rentals
receivable 50,840,981 - 50,840,981 45,655,427 5,185,554 50,840,981
Residual value of ijarah assets 2,268,214 - 2,268,214 2,221,514 46,700 2,268,214
Gross investment in ijarah
finance 53,109,195 - 53,109,195 47,876,941 5,232,254 53,109,195
Less: Unearned finance income (24,164,747) - (24,164,747)  (20,583,357) (3,581,390) (24,164,747)
Net investment in lease
jjarah finance 28,944,448 - 28,944,448 27,293,584 1,650,864 28,944,448
Less: Provision for doubtful net
investment in ijarah finance (13,226,200) - (13,226,200) (11,713,734) (11,713,734)
(Note 9.2)
15,718,248 - 15,718,248 15,579,850 1,650,864 17,230,714
Less: Current portion (Note 8) (15,718,248) (15,579,850)
: — 1650864
9.1 The Modaraba entered into various ijarah agreements for periods spanning 8 to 14 years (June 30, 2018: 8 to 14 years).

Security deposits ranging from 0.1% to 10% (June 30, 2018: 0.1% to 10%) were obtained at the time of disbursement. The
rate of profit implicit in ijarah ranges from 9.76% to 11.97% (June 30, 2018: 9.76% to 11.97%) per annum.
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Note 9, Net Investment in ljarah Finance - Continued...

9.2 Movement in provision against doubtful net investment in ijarah finance is as December 31, June 30, 2018
follows: 2018

(Un-audited) (Audited)
Rupees Rupees

Opening balance 11,713,734 22,906,852
Charged during the year 1,512,466 -

Reversed during the year - (11,193,118)

Net charged during the year 1,512,466 (11,193,118)

Closing balance 13,226,200 11,713,734

9.3 This includes doubtful ijarah rentals receivable of Rupees 13.266 million whose realizable value estimated by the
management as on the reporting date is Rupees 14.963 million. Hence, there is an upside against net investment in ijarah
finance estimated to Rupees 1.735, which is not recognized in the profit and loss account of the Modaraba.

Note 10

Diminishing Musharaka Financing - Secured December 31, June 30, 2018

2018
Note (Un-audited) (Audited)
Rupees Rupees

Considered good 11,933,705 18,056,782

Considered doubtful 4,337,634 4,337,634

Provision against doubtful diminishing musharaka - -

4,337,634 4,337,634
16,271,339 22,394,416
Less: Current portion 8 (13,340,870) (20,417,303)
2,930,469 1,977,113

10.1 This represents diminishing musharaka financing arrangement entered for a term of three to four years. The Modaraba has
provided financing to the extent of 23.69% to 90% of the value of musharaka assets. This financing is secured by first charge
on all present and future fixed assets of the client, personal guarantee of directors, registered and equitable mortgage on
properties, post dated cheques and joint ownership of musharaka assets. These carry profit at rates ranging between
11.04% to 15.04% (June 30, 2018: 9.35% to 14.02%) per annum and are repayable on monthly basis.

10.2 The provision against doubtful diminishing musharaka financing has not been incorporated as the forced sale value of
collaterally held assets is greater than the amount receivable from the respective parties.

10.3 This includes doubtful diminishing musharaka financing of Rupees 4.338 million whose realizable value estimated by the
management as on the reporting date is Rupees 5.329 million. Hence, there is an upside of Rupees 0.991 million not
recognized in the profit and loss account of the Modaraba.

Note 11

Long Term Murabaha Investments - Secured December 31, June 30, 2018

2018

Note (Un-audited) (Audited)

Rupees Rupees
Considered good 7,813,382 10,559,988
Considered doubtful 69,301,579 69,301,582
77,114,961 79,861,570
Add: Deferred murabaha income 31,675,826 31,913,554
108,790,787 111,775,124
Less: Provision for doubtful murabaha investments (69,301,582) (69,301,582)
Less: Suspension for doubtful murabaha investments (29,388,304) (29,388,304)
10,100,901 13,085,238
Less: Current portion 8 (6,054,788) (5,878,259)
4,046,113 7,206,979
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Note 11, Long Term Murabaha Investments - Secured - Continued...

111 These represent investments under murabaha arrangements on deferred payment basis at a profit margin ranging from
9.38% to 15.50% (June 30, 2018: 9.38% to 15.50%) per annum. These investments are secured against charge over fixed
and current assets, registered and equitable mortgage of properties, personal guarantees of the directors of customer
companies, demand promissory notes and post-dated cheques varying from case to case.

11.2 Provision for doubtful murabaha investments December 31, June 30, 2018

2018
(Un-audited) (Audited)
Rupees Rupees
Opening balance 69,301,582 69,602,482
Charged during the year - (300,900)
Closing balance 69,301,582 69,301,582

11.3 This includes doubtful long term murabaha investments of Rupees 19.302 million whose realizable value estimated by the
management as on the reporting date is Rupees 32.219 million. Hence, there is an upside of Rupees 12.918 million not
recognized in the profit and loss account of the Modaraba.

Note 12

Fixed Assets under ljarah Arrangements December 31, June 30, 2018

2018
(Un-audited) (Audited)
Rupees Rupees

Written down value at the beginning of the period / year 124,871,458 247,443,653

Additions at cost - -

Less: Written down value of assets disposed off (18,032,913) (69,890,786)

106,838,545 177,552,867

Less: Depreciation charged during the period / year (9,541,106) (40,280,305)

Less: Impairment charged during the period / year - (12,401,104)

97,297,439 124,871,458

12.1 Written down value of assets disposed off
Plant and Machinery 379,180 8,521,353
Vehicle 16,726,069 61,369,433

18,032,913 69,890,786

12.2 General description of significant ijarah arrangements (IFAS-2)

The Modaraba has entered into various ljarah agreements for periods ranging from 3 to 11 years (June 30, 2018: 3 to 11
years). Security deposits ranging from 0% to 71% (June 30, 2018: 5% to 73%) are obtained at the time of disbursement. The
rate of profit implicit in ijarah ranges from 11.06% to 14.72% (June 30, 2018: 9.46% to 14.46%) per annum.

Note 13

Fixed Assets under Own Use December 31, June 30, 2018

2018

(Un-audited) (Audited)

Rupees Rupees
Written down value at the beginning of the period / year 47,612 7,732
Additions at cost - 60,500

Less: Written down value of assets disposed off - -
47,612 68,232
Less: Depreciation charged during the period / year (7,865) (20,620)
39,747 47,612
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Note 14
Deferred Income Tax Asset

The deferred income tax asset amounting to Rs. 123.677 million (June 30, 2018: Rs. 90.420 million) has not been recognized in this
condensed interim financial information (un-audited) as the temporary differences are not expected to reverse in foreseeable future
because taxable profits may not be available against which the temporary differences can be utilized.

Note 15
Short Term Finance - Secured December 31, June 30, 2018
2018
(Un-audited) (Audited)
Rupees Rupees
From banking companies
Running finance from associated undertaking - National Bank of Pakistan 217,063,388 217,063,388

15.1 The Modaraba has obtained running finance facility of Rs. 250 million (June 30, 2018: Rs. 250 million) from the National
Bank of Pakistan carrying mark-up / profit at 1 month KIBOR plus 1% (June 30, 2018: 1 month to 6 months KIBOR plus 1%)
per annum payable monthly. The effective mark-up / profit rate charged during the year ranged from 8.03% to 10.42% (June
30, 2018: 6.76% to 6.36%) per annum. This facility is secured by way of first joint pari passu hypothecation charge on all
present and future receivables, leased assets and related lease receivables and present and future assets of the Modaraba
to the extent of Rs 277.778 million (June 30, 2018: Rs 277.778 million). This facility expired on March 31, 2018 and has yet
not been renewed as at the reporting date.

Note 16
Current Portion of Non-Current Liabilities December 31, June 30, 2018
2018
Note (Un-audited) (Audited)
Rupees Rupees
Security deposits against ijarah assets 17 89,622,298 103,934,253
Deferred murabaha income 86,025 119,119
89,708,323 104,053,372
Note 17
Security Deposits against ljarah Assets December 31, June 30, 2018
2018
Note (Un-audited) (Audited)
Rupees Rupees
Security deposits against ijarah assets 91,606,798 106,736,453
Less: Current portion 16 (89,622,298)  (103,934,253)
1,984,500 2,802,200
Note 18

Certificate Capital

December 31, June 30, 2018

December 31, 2018 June 30, 2018 2018
(Wmasletiest]) (Audited) (Un-audited) (Audited)
Number of Number of Rupees Rupees
certificates certificates
Authorized:

Modaraba certificates of
60,000,000 60,000,000 Rupees 10 each 600,000,000 600,000,000

Issued, subscribed and paid-up certificate capital:

Modaraba certificates of
25,000,000 25,000,000 Rupees 10 each 250,000,000 250,000,000

18.1 7,500,000 (June 30, 2018: 7,500,000) certificates of the Modaraba are held by National Bank Modaraba Management
Company Limited, the modaraba management company.

18.2 No certificates of the Modaraba have been issued / cancelled during the period / year
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Note 19
Contingencies and Commitments

19.1 Commissioner Inland Revenue (Appeals) raised demand of tax payables of Rs. 333.26 million for tax year 2011. Appeal was
filed before the Commissioner Appeals Inland Revenue and the demand was deleted. The Department filed an appeal
against the order of the Commissioner Appeals before the Appellate Tribunal. The notice of hearing is awaited from the
Tribunal.

19.2 Commissioner Inland Revenue (Appeals) raised demand of tax payables of Rs. 127.362 million for tax year 2014. Appeal
was filed before the Commissioner Appeals Inland Revenue and the demand was deleted. The Department filed an appeal
against the order of the Commissioner Appeals before the Appellate Tribunal. The notice of hearing is awaited from the
Tribunal.

Note 20
Financial Risk Management

The Modaraba's financial risk management objectives and policies are consistent with those disclosed in preceding audited annual
financial statements for the year ended June 30, 2018.

Note 21
Balances And Transactions With Related Parties

Related parties comprise associated companies, modaraba management company and its holding undertaking, directors of the
Modaraba management company and key management personnel. Detail of transactions with related parties and balances
outstanding with them at the period / year end are as follows:

December 31, June 30, 2018

2018
(Un-audited) (Audited)
Rupees Rupees
211 Balances outstanding at the period / year end
Bank accounts with National Bank of Pakistan 152,758 384,760
Finances from National Bank of Pakistan 217,063,388 217,063,388
Markup payable to National Bank of Pakistan 1,920,981 2,564,748

December 31, December 31,

2018 2017
(Un-audited) (Audited)
Rupees Rupees
21.2 Transactions during the period
Related party Relationship Nature of Transaction
National Bank of Pakistan Modaraba Management Long term finance repaid - 16,666,666
Company's holding company Short term finance repaid - net - 18,529,361
ljarah rentals received 1,660,350 6,292,268
Mark up paid 10,508,766 8,556,766
National Bank Modaraba ~ Modaraba management Modaraba management - 136,358
Management Company Limited company company fee
Remuneration to key 2,557,175 2,408,838

management personnel
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Segment Information

221

222

22.3

Note 23

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

The CEO is responsible for the Modaraba's entire product portfolio and considers the business as a single operating
segment. The Modaraba's asset allocation decisions are based on a single integrated investment strategy and the
Modaraba's performance is evaluated on an overall basis.

The internal reporting provided to the CEO for the Modaraba’s assets, liabilities and performance is prepared on a consistent
basis with the measurement and recognition principles of approved accounting and reporting standards as applicable in
Pakistan. The Modaraba is domiciled in Pakistan. All of the Modaraba’s income is from investment in entities incorporated in
Pakistan. The Modaraba also has a diversified certificate holder population. As at December 31, 2018, there was only one
(June 30, 2018: one) certificate holder (National bank of Pakistan - the holding company of the Modaraba Management
Company) who held more than 10% of the Modaraba’s certificate capital. Its holding was 30% (June 30, 2018: 30%).

Date Of Authorization For Issue

These condensed interim financial information (unaudited) have been approved by the Board of Directors of National Bank Modaraba
Management Company Limited and authorized for issue on February 27, 2019.

Note 24

General

Comparative figures are re-arranged / re-classified, wherever necessary, to facilitate comparison. The following re-arrangements / re-
classifications have been made in these condensed interim financial information (un-audited) for better presentation:

From To Amount
(Rupees)

Other income Profit on short term investment 717,781

Advances, prepayments and other receivables Accrued profit 502,340

gt | i 2

Chief Executive Officer / Director Director Chief Financial Officer
National Bank Modaraba National Bank Modaraba National Bank Modaraba National Bank Modaraba

Lahore: February 27,2019  Management Company Limited Management Company Limited ~Management Company Limited Management Company Limited
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