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INDEPENDENT AUDITOR’S REPORT

To the membets of National Bank Modaraba Management Company Limited

Repon on the Andit of the Financial Statements

Opinion

We have audited the annexed financial statements of National Bank Modaraba Management Company
Limited (the Company), which comprisc the statement of financial position as at December 31, 2018, and
the statement of profit or loss, statement of other comprehensive income, the statement of changes in
equity, the statement of cash flows for the year then ended, and notes to the financial statements, including 2
summary of significant accounting policies and other explanatory information, (here-in-after referred to as “the
financial statements™) and we state that we have obtained all the information and explanations which, to the
best of our knowledge and belief, were necessary for the purposes of the audit o

In our opinion and to the best of our information and according to the explanations given to us, the statement
of financial position, the statement of profit or loss, the statement of other comprehensive income, the
statement of changes in equity and the statement of cash flows together with the notes forming part thereof
conform with the accounting and reporting standards as applicable in Pakistan and give the information
required by the Companies Act, 2017 (XIX of 2017), in the manner so required and respectively give a true
and fair view of the state of the Company's affaics as at December 31, 2018 and of the loss, other
comprehensive income, the changes in equity and its cash flows for the year then ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in
Pakistan. Our responsibilities under those standards are further described in the Andstors Responsibilities for
the Audit of the Finandial Statements section of our report. We are independent of the Company in accordance
with the International Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants as
adopted by the Institute of Chartered Accountants of Pakistan (the Code) and we have fulfilled our other
ethical responsibilities in accordance with the Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Material Uncertainty Related to Going Concern

We draw attention to note 1.2 to the financial statements, which indicates that as at December 31, 2018, the
Company’s loss for the year amounts (0 Rs. 4.314 million and its accumulated loss stood at Rs. 76.73 million.
These conditions indicate existence of a material uncertainty that may cast significant doubt about the entity’s
ability to continue as a going concern. These financial statements have, however, been prepared on a going
concern basts for the reasons, as more fully explained in note 1.2 to the financial statements. Qur opinion is not

modified in respect of this matter.
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Information Other than the Financial Statements and Auditor’s Report Thereon

The management is responsible for the other information. The other information comprises the director’s
repott for the year ended December 31, 2018, but does not include the financial statements and our auditor's
report thereon.

Our opinion on the financial statements does not cover the other information and we do not express aay form

of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and,
in doing 50, consider whether the other information is materially inconsistent with the financial statements o1
our knowledge obtained in the audit ot otherwise appeats to be materially misstated. If, based on the work we
have petformed, we conchide that there is 2 material misstatement of this other information, we are required
to report that fact. We have nothing to report in this regard.

Responsibilities of Management and Board of Ditectors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the accounting and reporting standards as applicable in Pakistan and the requitements of
Companies Act, 2017(XIX of 2017) and for such internal control as management determines is NCCessary
to enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to
continue a5 2 going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management cither intends to liquidate the Company of 1o cease
operations, ot has no realistic alternative but to do so.

Board of directors are responsible for overseeing the Company’s financial teporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are 1o obtain reasonable assucance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes out
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with ISAs as applicable in Palistan will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the cconomic decisions of users taken on the basis of these

financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we cxetcise professional judgment
and maintain professional skepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or errot, design and perform audit procedures responsive to those risks, and obtain audit
cvidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectivencss of the Company’s internal control.

e« TFualuate the approptiateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.
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e Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Company’s ability to continue as a going
concern, If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Qus conclusions are based on the audit evidence obtained up
to the date of our auditor’s report. However, future events or conditions may cause the Company
to cease to continue as 4 going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

We communicate with the board of directors regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

Report on Othet Legal and Regulatory Requircments

Based on our audit, we further report that in our opinjon:
a) proper books of account have been kept by the Company as required by the Companies Act,
2017(XIX of 2017);

b) the statement of financial position, the statement of profit or loss, the statement of other
comprehensive income, the statement of changes in equity and the statement of cash flows
together with the notes thereon have been drawn up in conformity with the Companies Act,
2017(XIX of 2017) and are in agreement with the books of account and returns;

¢) investments made, expenditure incurred and guarantees extended during the year were for the
putpose of the Company’s business; and

d) no zakat was deductible at source under the Zakat and Ushr Ordinance, 1980(XVIII of 1980).

QOther Matter

The financial statements of the National Bank Modaraba Management Company Limited for the year ended
December 31, 2017, were audited by another auditor who expressed an unmodified opinion on those financial
statements on August 07, 2018.

The engagement partner on the audit resulting in this independent auditor’s report is Imran Afzal.

ant T hornton Anjum Rahma

Chartered Accountants
Lahote

Date: AfnsiQ 252019



NATIONAL BANK MODARABA MANAGEMENT COMPANY LIMITED
Statement of financial position
As at December 31, 2018

2018 2017
{Rupees) . (Rupees)

EQUITY AND LIABILITIES
Share capital and reserves

Share capital 6 105,000,000 405,000,000
Accumulated loss (76,733,862) (72.419.908)
Total equity o B 28,266,138 32,580,002
Liabilities

Current liabilities

Trade and other payables 7 442 9786 259475
Payable to National Bank of Pakistan 8 94,422,753 92,872,641
repmm—" 94,865,729 93,132,116
Total liabilities T e ' 94,865,729 93,132,116
Total equity and liabilities T ) 123,131,867 125,712,208
Contingencies and commitments 9

ASSETS

Non-current assets

Property and equipment 10 36,841 65,981
Investment in associate (managed modaraba) 1" 13,425,000 16,125.000
Long term deposits 25,000 25,000
Total non-current assets ~ T 13.486,841 16,216,991
Current assets

Short term Investments - held to maturily 12 91,095,828 93,000,000
Advances and other receivables 13 3,280,470 2,138,201
Income tax refundable - net 10,953,308 10,952,744
Bank balances 14 3,415,420 3,405,272
Total current assets 100,645,026 109,496,217
Total assets 123,131,867 125,712,208

The annexed notes 1 to 27 form an integral part of (-2se financal statements.£ \rm-
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NATIONAL BANK MODARABA MANAGEMENT COMPANY LIMITED
Statement of profit ot loss
For the year ended December 31, 2018

2018 2017
{Rupees) (Rupees)

Revenue 15 - 136,358
Administrative expenses 18 (8,551,537) {10,837,653)
Bank charges (10,768) (1,877)
Other income ) 17 7,084,709 4234771
Other expenses 18 (136,358) -
Fair value loss on long term investment (2,700,000 {7,350,000)
(Loss) hefore taxation (4,313,954) (13.818,401)
Provision for taxation 19 - (1,704)
{Loss) after taxation S T (4,313,054)  (13,820,108)
Earnings per share: ;

(Loss) per share - basic and diluted 20 (0.41) {1.32)
{Loss) per share {0.41) {1.32)

The annexed notes 1 to 27 form an integral part of these financal statements. <. vy

CHIEF EXECUTIVE OFFICER " DIRECTOR




NATIONAL BANK MODARABA MANAGEMENT COMPANY LIMITED
Statement of other comprehensive income
For the year ended December 31, 2013

2018 o7
Note {Rupees) {(Rupees)

{Loss) after taxation (4,313,954) (13.820,1058)
Other comprehensive income
ltems that may be rectassified to profit or loss subsequently
items that will not be reclassified to profit or loss subsequently = E
Other comprehensive income for the year - %
Total comprehensive loss for the year -4,313,954 -13,820,105

The annexed notes 1 to 27 form an integral part of these financal statements. L:» 12

CHIEF EXECUTIVE OFFICER —  DIRECTOR



NATIONAL BANK MODARABA MANAGEMENT COMPANY LIMITED
Statement of cash flows
For the year ended December 31, 2018

2018 2017
{Rupees} {Rupees}

Cash flows from operating activities

Loss before taxation (4,313,954) {13,818,401)
Adjustments:
Depreciation 16 29,150 100,685
Unrealized loss on revaluation of iong term investment 2,700,000 7,350,000
Profit on bank deposits and short term investrnents 17 (58,296} (65,069)
2,670,854 7.385,616
Loss before taxation B (1,643,100} (6,432,785}
Working capital changes:
(Increase) in current assets:
Advances and other receivables (1,734,326) (201,275)
Increase in current liabilities:
Trade and other payables 183,501 7,600
Payable to National Bank of Pakistan 1,550,112 1,948,783
Net changes in working capital (712} 1,755,108
Cash used in operations (1,643,812) (4 677.677)
Income tax paid (564) (767.907)
Net cash used in operating activities A {1,644,376) (5,445,584)
Cash flows from investing activities
Profit received on bank deposits and shart term investments 650,352 1,471,476
Net decrease in investment 1,004,172 5,000,000
Net cash from investing activities B 1,654,524 6,471,476
Net increase in cash and cash equivalents {(A+B) 10,148 1,025,892
Cash and cash equivalents at beginning of year 3,405,272 2,379,380
Cash and ¢ash equivalents at end of year 3,415,420 3,405,272

The annexed notes 1 to 27 form an integral part of these financal statements. Q:‘{"V

|
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NATIONAL BANK MODARABA MANAGEMENT COMPANY LIMITED
Statement of changes in equity
For the year ended December 31, 2013

Accumulated

Paid-up capital s, Fair value reserve Total equity
(R_upees} _ {Rupees) (Rupees) {Rupees)
Balance as at January 1, 2017 105,000,060 (58,599,803} 11,625,000 58,025,197
Loss for the year - (13,820,105) - {13,820,105)

Other comprehensive loss for the year - = - =

Transferred to statement of profit or joss during the

y 2 (11,625,000) (11.625,000)
year
Balance as at December 31, 2017 105,000,000 {72,419,908) - 32,580,092
Loss for the year - (4,313.994) B (4,313,954)
Other comprehensive loss for the year - % = - -
Balance as at December 31, 2018 105,000,000 (76,733,862) - 28,266,138

The annexed notes 1 to 27 form an integral part of these financal statements. (\'/s k4
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NATIONAL BANK MODARABA MANAGEMENT COMPANY LIMITED

Notes to the financial statements
For the year ended December 31, 2018

1

STATUS AND NATURE OF BUSINESS

1.1

1.2

National Bank Modaraba Management Company Lintited ("the Company™) was incerporated on August 06, 1992
in Pakistan as a public limited company under the repealed Companies Ordinance, 1984 ( The Companices AAct,
2017, The Company is a wholly-owned subsidiary of Nattonal Bank of Pakistan ("the Holding Company™). The
purpose of the Company is to fHoar modarabas and munage mudarabas funds. The Company has floated First
Mational Bank Modaraba in December 2003, The registered ofbice of the Company is situared at 5th Floor, NBP
Regional Head Quarrer Building, 26 - AMclagon Road, Lahore.

The Company has suffered loss amounting 1o Rs. 4314 million and accurnuated loss amount to Rs. 76.73
million ar the vear end. The company's manage modaraba "First National Bank Modaraba” is also suffering from
losses since past few vears as no acw leasing agreements are executed by modaraba since past years. These
conditions indicate cxistence of a muareral uncerrainty which may cast significant doubt about the Company's
ability to continue as going concern. Therefore, the company may be unable to realize its assers and discharge irs
liabilities in nornial course of business, Conhnuation of the Company as a going concern is dependent on 1ts
ability to attain satsfaciory levels of profitability in the future through continued support from sponsors of the

company and future pmﬂmbi]it}' of Modarala.

“T'hese financial statements lave been prepated on going convern basis on the grounds that the Company would
bhe able to achieve satisfactory levels of profirability fn the furure based on the plans drawn up by the
management. To substantiate its going concern assumption, the Board ot Direciors of the holding company
(NBP) in its meeting held on June 22, 2018, has also resolved that First Natioaal Bank Modaraba would be
recapitalized subject to approval of its Regulators (e SECP & P8X) with Rs. 300t million at Rs. 10 per certificate
to enhance its paid up capiral. The management of the Compuny expects such recapitalization during 2019. NBP
has also explicitly provided a commusment to the Company for finuncial sustainability of rhe Company.

2 STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with the approved accounting standards as applicable n

Pakistan. Approved accounting standards comprise of such International Financial Reporting Standards (IFRE) issued by

the International Accounting Srandards Board as are norified vader the Companies Act, 2017, provisions of and

direcrives issued under the Companies Act, 2017 which has resulred inro additional disclosures.In case requirements

2.1

differ, the provisions of or directives issued under the Companies Act, 2017 shall prevail.

Standards, amendments or interpretations that became effective during the year

The fourth schedule 10 the Companics Acr, 2017 beearme applicable to the Company for the first time for the
preparation of these financial statements. The Compantes Act, 2017 (ncluding its fourth schedule) forms an
integral part of the statutory financial reporting framework applicable to the Company and amongsr others,
presctibes the nature and contenr of disclosures in relation to various clements of the financial statements. The

Company has also adopted following new standards and amendments w0 published standards during the vear:

]
Standard or Interpretation 1ASR effective date
TERS 2 Share-based Payment — Classilicarion and Measurement of Share hased 1-jan-18
Payiment Transactions

RS 4 Tnsurance Contracts — Applying JFRS O Financial Tastruments with 1-Jan-18
IFRS 4 [nsurance Contracts - { Amendments)

IFRIC 22 Foreign Currency Transactions and Advance Consideration 1-]an-18
IAS 40 - Transter of Invesrment Property (Amendments to TAS 40) 1-]Jan-18



NATIONAL BANK MODARABA MANAGEMENT COMPANY LIMITED

Notes

to the financial statements

For the yeat ended December 31,2018

2.2

2.3

3 BASIS
31

Standards, amendments and interpretations to the approved accounting standards that are relevant
but not yet effective

The following amendments and interpretations with respect to the approved accounting standards as applicable
i Pakistan would be effective from the dares mentioned below against the respective standard or interpretation;

Standard or interpretation JASD effective date
IFRS 9 Drepayment  Deatures  with  Negative Compensation - 1-Jan-19
(Amendments to IFRS 9)

TFRS 9 [Minancial Instruments I-jul-18
IFRS 15 Revenuc from Customers 1-Jul-18
Annual lmprovements to [FRSs 2015 2017 Cycle ' 1-lan-19
[AS-28  Long -term  Interests  in Associates  and  Joint  Ventures l-Jan-19
(Amendments to LAY - 28)

LAS 19 Plan Amendment, Curtail or Settlement (Amendments to IAS 19) 1-Jan-19
HRIC 23 Uncerrainty Over Income Tax Treatment 1-Jan-19
IFRS 16 Leascs 1-Jan-19

‘I'he Company is iny process of assessing mpact of these new standards, amendments to the published standards
and interprefations on the financial statements of the Company.

Standards, amendments and interpretations to the published standards that are not yet notified by
the Securities and Exchange Commission of Pakistan (SECP)

[ addition to the above, following srandards have been issucd by LASB which ate vet to be notified by the SECP
for the purpose of applicability m Pakistan;

Standard or interpretation |IASB effective date
IFRS 14 Regulatory Deferral Accounts 1-Jan-16
1FRS 17 Insurance Contraces 1-Jan-21

OF PREPARATION

Basis of measurement

These financial statements have been prepared under historical cost convention excepr for investment in
associate which 1s measured at fair value.

Functional and presentation currency

"I'hese financial statements are presented in Pakistan Rupees which is the Company's functional and presentation

currcncy.

4 USE OF ESTIMATES AND JUDGMENTS
The preparation of financial statements in confermity with approved acceunung standards requires the use of certain

critical

accounting estimates. It also requires the management to exercisc its judgment in the process of applving the

Company's accounting policies. Estimates and judements zre contnually evaivated and are based on historical
pan & )

experience, including expectation of furure events that are believed 1o e reasonable under the circumstanges. The areas

whete warious assumptions ad estimates are significant tw the Company's tinancial statements or where judgments were

exercised in application of accounting policies are discussed belown

—valuation and classificaton of long term invesiment;

Ampatrment of asscts;

-recognition of income taxes; and

_disclosure and assessment of provision for confingencies.



NATIONAL BANK MODARABA MANAGEMENT COMPANY LIMITED

Notes to the financial statements
For the year ended December 31, 2018

5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

5.4

5.2

Property and equipment
Property and cquipment are stated at cost less accumulared depreciation and impairment, if any. Cost of property
and eyuipment consists of historical cost and dizectly aniziburable costs of bringing assets to thelr present

location and conditton.

Subscquently property, and equipment arc measused using cost model ar cost less subsequent accumuiated
depreciation and mpairment, if any.

Depreciation is charged to starement of profit or loss by applying straight line method at the rates specified in
note 10 1o these financial statements. Depreciation on additons is charged from the monrh in which an asset is
acquired or capitalized while no depreciation is charged for the month in which the asset is disposed off.

Normal repairs and mainfenance are taken 1o statement of profir or loss, as and when incurred. Major
replacements are capitadized and the asscts so replaced, if any, are retired. Gain and loss on disposal of assets is
taken to the statement of profit or loss.

The carrving values of property and equipment are reviewed tor impairment when events ot changes in
circumstances indicate that the carsving value may not be recoverable. If any such indication exists and wheze the
carrving values exceed the esimated recoverable amount, the assets or cash-generating units arc wrirren down to
their recoverable amounts.

Investments
investment in the First National Bank Modaraba

Investment in managed Modaraba is stated ar fair value, not through equity method due to exceprion available in

accounting financial reporting standacds. Any gain or loss on re-measurement is charged to other comprenensive

income unless the asset is not impaired.

Held to maturity investments

Non- detivative fnancial assers with fixed ot determinable payments and fixed maturities are classified as held to
matutity when the company has positive intention and zbility to bold them to maturity, After initial
measurement, held to marurity invesrments are measured at amortized cost using the effective interest rate less

Amortized cost is calculated by taking info account any discount or premium on acquisition and fees or costs.
The amortization 15 inchuded as finance income in the statement of profit or loss. The losses arising from
impainment are recognized in the statement of profit ot loss.



NATIONAL BANK MODARABA MANAGEMENT COMPANY LIMITED

Notes to the financial statements
For the year ended December 31, 2018

53

5.4

5.6

Cash and cash equivalents
Cash and cash equivalents comprise cash in hand and bank balances and other short texm highly liquid

investinents that are readily convertible o known amounts of cash and which are subject to an insignificant zisk
of change m vahie.

Financial instruments

All the financial assers and finsncial liabilities are recopnized at the time when the company becomes the party to
the contractual provisions of the instruments. The company derecognizes & financial asset or a portion of
financial assel when, and only when. the enterprise looses control of the contractual rights that comprise the
financial asset or portion of financial asset. While a financial hability or part of financial liability is derecognized
from the statement of financial position when, and only when, it 1 extinguished, ie. when the oblhigation
specified in the contraer is discharged, cancelled or expires.

Financial asscts are investments, advances. depostts, other receivables, cash and bank balances. Hxcept for held
to marturity investment, these are stated ar the fair vadue as reduced by impairment, if any.

Financial liabilitics are classified according 10 the substance of the contractual arrangements. Sighiﬁcant financial
liahilities are balunces due rowards the Holding Company and acerued and other labilities. These liabilities are
stated ar their amornzed cost.

5.4.1 Impairment

The carrving amount of the Company's financial assets are reviewed at each date of statement of financial
position to determine whether there is zny indication of impairment. If such indication exists, the recoverable
amount of such assets is estimated. An impairmenr is recopnized wherever the carrying amount of the asset
exceeds its recoverable amount. Irnpatrment is recognized in statement of profit or loss. A previously recognized
impairment is reversed only if there has been a change in estimates used o deternine the asser's recoverable

amount since last impasrment was recognized. Such reversal is recognized through statement of profit or loss.

5.4.2 Offsetting of financial assets and financial liabilities

A Bnancial asset and financial liabikre is offser and the ner amount iz reported wn the statement of fmancal
position if the Company has 1 legal enforceable right to set off the transaction and also intends either 10 settle on
a nict basis ot to realize asses and sertle labilines simultancously.

Revenue recoghition

Interest on bank accounts/ deposits 1s recognized using etfective interest rate method.

Managemeni fee 15 recognized when the nght to receive has heen esrablished based on profit before tax of
managed modaraba.

Dividend income is recognized when the right (v recelve has been established based on profit of managed
modaraba.

Interest ¢n treasutv bills is recognized on time proportion basis,

Taxation

Current

Trovision For current taxation is based on taxable income at the current rates of raxation after considering rebares
and tax credits available, if anv. The charge for the current rax also includes adjustments where necessary, relating

to prior periods which arise from assessment framed / finalized during the period.



NATIONAL BANK MODARABA MANAGEMENT COMPANY LIMITED

Notes to the financial statements
For the year ended December 31, 2018

5.8

Deferred

Deferred tax is provided using the balance sheet liabiliry method for all temporary differences ar the date of
statement of financial position between tax bases of assets and liabilities and their carrying amounts for financial
rEPOIting purposes.

Deferred income tax asset s recognized for all deductible temporary ditferences and caery forward of unused tax
losses and tax credits, if any, to the extent that it is probable thar raxable profits will be avalable against which
such temporary differences and tax losses /eredits can be utilized. Deferred tax liabilities are recognized for all
major taxable rempotary differences.

Delerred income tax assers and Habilities are measured at the rax rates that are expected 10 apply to the period
when the asset is realized or the liabiliry is sertled, based on rax rates thar have been enacted or substantively
enacted at the date of starement of financial position. Deferred tax is charged or credited o the staternent of
profit or loss, except in the case of items credited or charged to cquity in which case it is included in equiry.

Loan and advances

‘These are recognized and carricd ar cost less provision for any un-éollectable amount. The management expects
that time value of monev is insignificant and no discounting of loans and advances is made by the Company.
Related party transactions

Transactions with related parties are made af arnt's lengrh price determined m accordance with the comparable
uncontrolled price method except for the allocarion of expenscs relating o comhined offices shared warh the
Holding Company, which are on the actual basts.



NATIONAL BANK MODARABA MANAGEMENT COMPANY LIMITED
Notes to the financial statements
For the year ended December 31, 2018

2018 2017

) Note {Rupees) {Rupees)
4] Share capital
Authorized
15,000,008 (2017 15,000,000) ordinary shares of Rs. 10 each 150,000,000 150,000,000
Total 150,000,000 150,000,000
lssued, subscribed and paid-up
10,500,000 (2017; 10.500,000) ordinary shares of Rs. 10 each fully paid in cash 108,000,000 105,000,000
Total 105,000,000 105,000,000
7 Trade and other payables
Accrued expenses 442 9786 259,475
Total 442 976 259,475
] Payabie to National Bank of Pakistan - (related party)
Opening baiance 82,872,641 80,923,858
Salaries and benefits 375,078 250,337
Utilities 999,117 2,085,220
Rent " 960,000
Communication " 10,616
Repairs and mainienance 597,978 388,065
Miscellaneous expanses 74,439 286,168
) o 94,907,253 94,882,265
Payments during the year {484,600) (2,009,624)
Total 8.1 94,422,753 92,872,641
8.1 Ihis balance has been accumulzied due i payments made by National Bank of Pakistan on behalf of the Company.
8.2 Aging analysis of such payable to retated pary is as follows:
2018 2017
{Rupees) (Rupees) ¥
Upto 1 year 2,034,612 1,948,783
1t 2 year 1,948,783 6,796,036
210 3 year 6,796,036 8,056,065
More than 3 years ®3,643,322 76,071,757
8.3 'I'his maximum aggregate amount of payable to relared party ar the end of any month duting the year amounts 1o

R 02,388,141 {2017: Ra, 9287264 1),
9 Ceontingencies and commitments
8.1 There are mo contingencies at the seportng date, (2017 Nill,

0.2  Commitments as at date of statemoent of finaneial position amounts to Rs, ... (2017 Nil)



NATIONAL BANK MODARABA MANAGEMENT COMPANY LIMITED
Notes to the financial statements
For the year ended December 31, 2018

10 Property and equipment
2018

) Depieciation Written

down value
As at
- A . as at
Description 5;:.?0%“5‘ Additions | Deletions |December 34, Becember
2018 31,2018
Rupees Rupees Rupees Rupees
Office equipment 743071 - - 743071 10% - 20% 736,321 3,000 742321 750
Vehicles 2295700 - . 2,295,700 20% 2295700 - 2,285,700 -
Computer and accessories 810,350 - - 810,350 33% 810,350 - 810,350 -
Fumiture and fitlings ' 1,102,333 - - 1,102,333 10% 1,040,082 25,150 1.066.242 38,001
Total 4,951,454 " - 4,951,454 4885463 268,150 4914513 36341
2017

Depreciation Written

s down value
S &
. t E] as at

Description A50€i1 _";aen:; ™! additions | Daletions |December 4, January 4. LFor the year| Docember 31, pocomber

s 31,2017

Rupees Rupees | Rupees | Fupees
Offica equipment 743,071 - - 743071 10%- 20% 714,304 25017 733,321 3,750

\ehicles 2205700 - - 2295700 20% 2,246,182 49518 2,295,700 -

Computer and accessories 810,350 v - §10.350 33% 310,350 - 810,350

Fumnitura and fitings 1,102,333 . - 1,102,333 0% 1013842 26,150 1,040,082 62.241
Total 4951454 - = 4951 454 4784778 100,685 4,685,483 65,991

104 lixed assets amounting to Rs. 4673954 (2017: Rs. 4,674,954) are tully depreciated.

2018 2017

Note (Rupees} {Rupees)

11 Investment in asgociate - Available for sale

Managed modaraba - First National Bank Modaraba (related party)

7,500,000 (2017; 7,500,000} certificates of Rs. 10/~ each 75,000,000 75,000,000
Accymulated impairment 11.4 (61,575,000) (58,875,000)
Total ] 13,425,000 16,125,000
11.1  Accumulated impairment .
Cpening balance (68,875,000} (39,500,000)
Fair value loss arising during year {2,700,000) {18.975,000)
Total (61,575,000) (58,875,000}

412 The compatty holds 36% (2017: 30%) of vonng power in ¥irst National Bank Modaraba.

113 lnvestment in the First Natona! Baok Modataba is stated at fait value hased on public quotation of Pakistan Stock
lixchange.

114 Break- up value of fnvestments in the Fist National Bank Modaraba, based on its condensed interim financial
information for the period ended December 31, 2018 reviewed by irs statutory auditors, amounted to Rs. -0.43 per
cerrificate (2017-: Rs. 0.69 per certificate).

14.5  Summatized interim financial information for six months ended 31 December 2018 of the First National Bank
Modaraba i as follows:
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12

13

31-Dec 31-Deo
2018 2017
[Rupees) {Rupees)

Total assets 316,513,022 428,129,009
Total liabilities 327,317,955 410,777,349
(Loss} ! Profit after taxation (18,949,415) 1,018,590
Short term investments - Held to maturity
Investment with Sharizh complaint istamic banks
Term deposit certificates - 50,000,000
Musharika certificates - 43,000,000

s 12.1 - 93,000,000
Others
Investment in Treasury Bills - related party 12.2 91,995,828 g
Total 91,995,828 93,000,000

12.4  This represented investnent made m musharika and term deposie certiticates of st Habib Modaraba and Bank
Isfamni Pakistan Limited. These certificates carry markup/ profin Nil (2017: 5,4% to 6.2%; per annum.
12.2  This represents investment made in treasury bills and carry Interest rate ranging from 8.5% to 8.7%(2017: Nal) per

11U
2018 2017
(Rupees) {Rupees}
Advances and other receivables
Advances to employees - considered good - unsecurad 131 - 89,768
Due from First National Bank Modaraba - {refated party) 13.2 - 136,358
Othar receivables 178,240 65,000
Accrued profit on hank deposits and investment 1,276,018 1,867,075
Accrued interast on treasury bills - related party 1,827,211 : -
Total 3,280,470 2,138,201
13.1  ‘This represents loans exiend 1o employees against salary.
13.2 2018 2017 -
{Rupees) (Rupees)
Due from Virst National Bank Modaraba - {related party) 136,358 136,358
Fess: Written off during the year (136,358) B
Total - 136,358

43.2.1 ‘This represents amount receivable from [frst Mational Bank Modaraba on account of management fee. which 1s no

- 2018 27
{Rupees) {Rupces)
Lipto b oyear - 136,358
1o 2 year 136.358 -

more teceivable due to reason mennoned m Note 18,

13.2.2 Aging analysis of sueh recevable due from related party is as follows:

13.2.3 "The maximum apgregate amount of receivable due from related party at the end of any month doring the year
amounts to Rs. 136,358, (2017: k= 136,358)
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15

16

17

2018 2017

Note {Rupees) (Rupees)

Bank halances

Maticnal Income Daily Account (MIDA) 15,146 105,295
Depusit and saving accounts ) 141,142 8 14.3 3,400,274 3,299,977
Total 3,416,420 3,405,272

14.1  Phis indudes an amount of Re, 600,628 (2017 Rs. 427,703) maintained with the Tlolding Company (related party)
and earrics mackup ar the rate of 3.11% to 5.25% (2017: 3.90% ra 3.93%) per annum.

14.2  Rate of markup/protit an other banks saving aceounts ranges From 3.5% to 5049, (2017: 3.5% w 3.75%y) por
annuim.

14.3  Our of this, an aggrepate of Rs 277 milkon (2017: Rs. 294 million) has been deposited with Shariah compliant
islamic banks.

2018 2017
Note [Rupees) [Rupees)
Revenue
Gross revenue - 162,331
Less' Sales tax - (25,973)
Total . 136,358

Administrative expenses

Salaries gnd benefits 4,145,854 3,578,370
Directors' meeting fee 1,140,000 1,896,000
Traveling and conveyanca 688,824 749,203
Utllities 1,108,202 2.085,221
Communicaticn - 10,616
Rent expenses - 960,000
Legal and professional charges 400,000 158,350
Auditors’ remuneration 16.1 275,000 267,950
Fee and subscription 71,439 125,050
Depreciation 10 29,150 100,685
Repairs and maintenance 597,378 613,808
Miscellanecus expansas 5,000 292,600
Total . 8,551,637 10,837,853
16.1 Auditor's remuneration

Audit fee 275,000 207,950

Total T 275,000 267,950

Other income

Income from financial assets

Other income 1,108 2,168
Markup earned from Shariah complaint Islamic banks

Markup / Profit on musharika certificates & TDRs 4,114,714 4,187,534
Markup / Profit on bank saving accounts 58,296 65,068
Others

Interest on treasury bills - ' 2,910,593 -

Total 7,084,709 4234771
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18  'T'his represents receivables written off frum First National Bank Modaraba as managenent fee recognized during last year
on the profit or loss of interim accounts of the Modaraba. 'This is nor now receivable as the Modaraba has suffered net loss
in annual audited accounts for the year ended June 30, 2018.

2018 2017

{Rupees) {Rupees)

19 Taxation

Current tax - 1,704
Total z 1,704
19.1  Defered tax asset amounting to Rs....... lias not heen recognized in these financial srarements due to uncertainty

of recoverability in future.

19.2  Income tax reconciliation is not produced as income of the company is taxable under Section 113 (Minimum tax
regtme).

2018 2017

{Rupees) [Rupees}

20 Earnings per share - basic and diluted

(Loss) after taxation atiributable to ordinary shareholders (4,313,954) (13,820,105)
Weighted average number of ordinary shares outstanding during the ysar 10,500,000 10,500,000
{Loss) per share {0.41) (1.32}

201 There s no dilutive effect on the basic earnings per shate of the Company.

21 Remuneration of chief executive officer and directors

Particulars

2017 R
Chief exccutive officer

Chief executive officor

Managerial remuneration 1.52%.064 1,491,975
House rent allowance T17.845 745,988
Convayance 239,383 261,716
Utilitise 230270 179,041
omers e e . OO v s A D
_T?t;ul_ﬂ-m— T ) ) o ] 3,156 ,éBE ’ 3,0=27.420
No. of parsons T o T 1 1

24.1  In addition to the above, Chief Lixecutive (fficer i also provided with a company maintained vehicle.
21.2  Non-exccutive directors of the company are not drawing any salary.
24.3  ‘The dircctors are entitle fo receive an amount of Re. 30,000 (2017: Rs. 30,000} as fee for attending each Board
meeting.
21.4  There is ne executive 1o the compuany a8 per definition of ixeentive given in the Companies Act 2017,
22 Related party transactions
Relared parties comprise group conpanics, assoctated undertakings, associate, directors and key management personnel of
the company. 'ransactions with related partics, except for remuneration of key management personnel as disciosed 1n note
21, are as Follows:

Nature and description of related party transactions and 2018 2017

Relationship
balances

{Rupees) {Rupees)

Helding company Expenses incurred by Holding Company on behalf of the

Company during the year ( Reimbursement of expenses) 2,034,612 3,958,407
Haolding company Payment made to the Holding Company during the year

against reimbursable expenses 484 500 2,009 624
Associate Management fee charged to the First National Bank

Modaraba on profit before taxation - 136,258
Directors Meating fee 1,140,000 1,896,000
Holding cempany Interest Ingome 42,780 :

Holding company Interest on treasury bills 2,910,593 -
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23 Financial risk management

The Company has exposutes to the following risks [rom irs use of tinancial instraments:

a) Credit risk

b) Liquidity nsk

¢} Mazket risl

The Board of Directors have overall responsibiliny for the establishment and oversight of the Company's risk management

framewaork. The Board is aiso responsible for developing and monttoring the Company's tsk amuagement policies.

23.1 Credit risk

Credit risk represents the tinancial loss that would be recognized at the reporting date if the counter partics faill completely

to perform as contracred. Credit visk arises principally from bank balances, mvestments and due from related pacty.

23.1.1 Exposure to credit risk

The cartying amount of financial assets represents the maxioum credir exposure. "The maximum exposure to credir tisk at
the balance sheet date was: |

2018 2017
(Rupees) {Rupces)
Security deposits 25,000 25,000
Advances to employees - 69,768
Acerued profit 3,102,230 1,867,075
Due from First Mationa! Bank Modaraba . 126,358
Cther receivables 178,240 65,000
Shert term investment 91,995 528 93,000,000
Bank halances 3,415,420 3,405,272
Total 98,716,718 98,568,473

The ercdit quality of the Company's bank balances and TDRs/ musharika cerificates held with banks can be assessed with
reference 1o the external credit radngs as foliows:

Banks .Agl-.-ncy #0XE

y ) ) ] Rupces
MNational Bank Of Pakistan A+ FoVoV-N PACRA 609,628 427,703
Meearan Bank Limited Al Vv JOoR-_\S - 19.454
Bank Alfalah Limited Al AA+ PACRA 18.128 18,005
Alparaka Bank FPakistan Limited At A PAGRA 294 1,083
Faysal Bank Limited A+ PAVAN PACRA 26 26
Bank lslami Pakistan Limited Al A PACRA 2,769,022 52,923,845
Dubai Islamic Bank Limited A AB JOCR- VIS 1 =
Bank of Punjabk A+ A PACRA 15,1486 15,148
First Habib Modaraba Fath lat e PACRA - 43,000.000
NRSP Micraofinance Bank Limited Al P PACRA 2,479 -

Due to the Company’s long standing relanionships with these counterparties and after giving due consideration to their
strong financial standing, the managemeat does not expect non performance by these counterpactics on theie chligations te
the Conmpany. Accordingly, the credit risk s minimal,

23.2 Liquldity risk

Ligquidity tisk is the tisk that the Company will ot be able 1o nwel its tinanctaf obligations as they fall doe. The Company™s
approach o managing liquidity is to ensure. as tae as possible, thar o wil always have sufficient liquidity ro meer irs
obligations when due, under hoth normal and stressed conditions. without ncurring unaceeptable losses o1 risking damage
to the Company™s repwiarion, The Company uses ditferent methods which assists it in monitoring cash How requirements.
Typicaly the Company ensures that it has sutficient cash on demand o meet expected operatonal expenses tor a
reasonable period, including the seevicing of fimancial abligations, it any.

The following are contractual marurities of fnancial labilities as on 31 December 2018:

i - One to -
[
Oreslanmay five yvears § flve yoars

Garrying .
amount

Description !

uposs Boposs
Trade and other payables A42. 976 442,976 - -
Fayable to liolding Cempany 04,422,763 ©4,423,761 - -
Total 04,866,729 94,865,729 = -
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The following are contractual maturities of inancial liabilities as o 31 December 2017:

. Carrying i
! n demand
DRescription amount o
. Rupbes’ Rupees
Trade and other payables 259,475 259,475 - -
Payable to Holding Company . ... ... B®2BT28641 92872641 - ..
Total 93,132,116 893,132,116 - -

23.3 Market risk

Market risk is the risk that changes 1 market price. such as forelgn exchange rates, interest / markup rates and equity prices
will affeer the Company's value of s financial instruments. The Company ix matertally exposed to marker risk.

23.3.1 Markup/Interest/Profit rate risk

Markup/ Profit/ Interest rate dsk is the nisk that far value or future cash fows of a tinatcial mstrument will uetuare due ro
changes in marker markup/interest/profic rate, The Company has no borrowing, Llowever, term deposit receipts,
mushartka certificates and 5-,1\-in‘g\ acconnts with commeraial banks are subject ta inrcrest‘/m:\'{'kup/pr()ﬂt rate tihk.

Cash fiow sensitivity analysis for varfable rate instruments

Effect on loss before tax 100 bp

{ncrease Degrease

As at December 31, 2018
Cash flow sensitivity - variable rate financial assets 5,830 (5,830)
As at December 21, 2017

Cash flow sensitivity - variable rate financial asseta 6,607 (6,507)

23.3.2 Equity price risk

Fauity price risk arises from the possibiliy that equity securty prices will fluctuate, affecting the value of equity securitics
and other instruments that drive their value foom a particular stock, a defined basker of stocks, or a stock index. The
company is exposed to cquiny price risk as it holds mvestments in Fiest Natonal Bank Modaraba. Hquity price changes as

the valarlity of cquity prices changes. The cash flow seasitivity analysis 1s given as follows:

Effect on loss

Increase Decrease

As at December 31, 2018

Cash flow sensitivity - equity price 1,342,500 (1,342.500)

Asg at December 31, 2017

Cash fllow sensitivity - equity price 1,612,500 {1,612,500)

23.3.3 Currency risk

The company 15 not exposed to currency sk,

23.3.4 Fair value of financial instruments

Ifair value is the amount that would be received on sale of an asser or paid on transfer ot a liability in an orderly transaction
oL . s i 2o

between market participants ar the measurement date. Consequently, diftferences can arise between carrying values and fair

value estimares. Undedying the definition of fair value is the presumprion that the Company is a goinyg concern without any

intention reguirement to curtail materially the scale ol s operanens ur w undertuke a trznsaction on adverse terms.

1FRE 13, "Fair value Measurements' requires the Company to classify fair value measurements using fair value hicrarchy that
reflects the significance of the mpurs used in making the measurements. The tawr value hierarchy has the following levels:

Level 20 inputs other than quoted prices included within Level 1 that are observable for the assets or liability, cither direciy

{i.c. as prices) or inditectly {i.c. devved from prices): and

Level 3: inputs for the assets o liability that are nor based on observable market data (unobservable inputs).



