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Vision

To excel in providing innovative Islamic financial
Services to customers in the best possible manner.

Mission

To achieve a unique position in the Modaraba sector by developing products, 
foreseeing upcoming changes, endeavoring value addition, focusing 
economic and industrial growth of the country and seeking expansion in 
business activity.

To offer attractive returns to stakeholders as per their expectations.

To actively participate and support transformation of our mercantile and 
financial sector in accordance with Sharia.

To build our institution with attributes of flexibility, innovation and foresight 
keeping intact prudence level and corporate discipline supported by 
dedicated management mindful of corporate and social obligation, 
maintaining high professional and ethical standards with eyes on the future.
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KEY OPERATING DATA FOR LAST SIX YEARS

04

        (Rupees in Millions)

June June June June June June

2012 2011 2010 2009 2008 2007

Rupees Rupees Rupees Rupees Rupees Rupees

Operating results

Revenues 45.36 71.46 55.88 71.44 118.95 82.61

Operating profit before

Profit / (Loss)  after taxation and

management fee 16.96 8.68 (11.85) (2.27) 41.68 33.20

Financial position

Fixed assets (owned and

leased out) 249.34 52.55 75.27 105.76 181.43 158.92

Total assets 420.93 375.23 432.87 459.59 494.24 501.30

Certificateholders equity 352.80 335.18 325.20 326.70 351.54 348.72

Paid up capital 264.13 264.13 264.13 264.13 264.13 264.13

Earning (Loss) per certificate 0.64 0.33 (0.45) (0.09) 1.58 1.26

Profit distribution (%) 5% - - - 10.00 10.00

Break-up value per certificate 13.36 12.69 12.31 12.37 13.31 13.20































19Annual Report 2012

NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED 30 JUNE 2012

1 LEGAL STATUS AND NATURE OF BUSINESS

First Fidelity Leasing Modaraba (“the Modaraba”) was formed under the Modaraba Companies and 
Modaraba (Floatation and Control) Ordinance, 1980 and Rules framed there under and is managed by 
Fidelity Capital Management (Private) Limited. The registered office of the Modaraba is situated at Ground 
Floor 90, A-1 Canal Bank, Gulberg-II, Lahore. The Modaraba commenced its business operations from 5 
December 1991. The Modaraba is listed on all the stock exchanges in Pakistan.

The Modaraba is a perpetual, multipurpose and multidimensional modaraba and is primarily engaged in the 
business of ijarah (leasing), musharika and morabaha financing, equity investment, brokerage and other 
related business. The Modaraba is a corporate member of the Islamabad Stock Exchange (Guarantee) 
Limited and Pakistan Mercantile Exchange Limited.

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies applied in the preparation of these financial statements are set out below. 
These policies have been consistently applied to all years presented, unless otherwise stated:

2.1 BASIS OF PREPARATION

a) Statement of compliance

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

b) Accounting convention

These financial statements have been prepared under the historical cost convention except for certain 
financial instruments carried at fair value and recognition of certain employee benefits at present value.

c) Critical accounting estimates and judgments

The preparation of financial statements in conformity with approved accounting standards requires the use 
of certain critical accounting estimates. It also requires management to exercise its judgment in the process 
of applying the Modaraba's accounting policies. Estimates and judgments are continually evaluated and are 
based on historical experience and other factors, including expectations of future events that are believed to 
be reasonable under the circumstances. The areas where various assumptions and measurement estimates 
are significant to the Modaraba's financial statements or where judgments were exercised in application of 
accounting policies are as follows:

a) Determination and measurement of useful life and residual value of fixed assets 
and ijara assets (Note 2.2)

b) Provision for non-performing receivables (Notes 2.17 and 2.18)
c) Staff retirement benefits (Note 2.13)
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d) Amendments to published approved standards that are effective in current year and are relevant to 
the Modaraba

The following amendments to published approved standards are mandatory for the Modaraba's accounting 
periods beginning on or after 01 July 2011:

IFRS 7 (Amendment), 'Financial Instruments: Disclosures' (effective for annual periods beginning on or after 
01 July 2011). The new disclosure requirements apply to transfer of financial assets. An entity transfers a 
financial asset when it transfers the contractual rights to receive cash flows of the asset to another party. 
These amendments are part of the International Accounting Standards Board (IASBs) comprehensive 
review of off balance sheet activities. The amendments will promote transparency in the reporting of transfer 
transactions and improve users' understanding of the risk exposures relating to transfers of financial assets 
and the effect of those risks on an entity's financial position, particularly those involving securitization of 
financial asset. However, this amendment has no material impact on these financial statements

IAS 1 (Amendment), 'Presentation of Financial Statements' (effective for annual periods beginning on or 
after 01 January 2011). It clarifies that an entity will present an analysis of other comprehensive income for 
each component of equity, either in the statement of changes in equity or in the notes to the financial 
statements. However, this amendment has no material impact on these financial statements.

e) Interpretations and amendments to published approved standards that are effective in current year 
but not relevant to the Modaraba

There are other new interpretations and amendments to the published approved standards that are 
mandatory for accounting periods beginning on or after 01 July 2011 but are considered not to be relevant or 
do not have any significant impact on the Modaraba's financial statements and are therefore not detailed in 
these financial statements.

f) Standards and amendments to published approved standards that are not yet effective but relevant 
to the Modaraba

Following standards and amendments to existing standards have been published and are mandatory for the 
Modaraba's accounting periods beginning on or after 01 July 2012 or later periods:

IFRS 7 (Amendment), 'Financial Instruments: Disclosures' (effective for annual periods beginning on or after 
01 January 2013). The International Accounting Standards Board (IASB) has amended the accounting 
requirements and disclosures related to offsetting of financial assets and financial liabilities by issuing 
amendments to IAS 32 'Financial Instruments: Presentation' and IFRS 7. These amendments are the result 
of IASB and US Financial Accounting Board undertaking a joint project to address the differences in their 
respective accounting standards regarding offsetting of financial instruments. The clarifying amendments to 
IAS 32 are effective for annual periods beginning on or after 01 January 2014. However, these amendments 
are not expected to have a material impact on the Modaraba's financial statements.

IFRS 9 'Financial Instruments' (effective for annual periods beginning on or after 01 January 2015). It 
addresses the classification, measurement and recognition of financial assets and financial liabilities. This is 
the first part of a new standard on classification and measurement of financial assets and financial liabilities 
that shall replace IAS 39 'Financial Instruments: Recognition and Measurement'. IFRS 9 has two 
measurement categories: amortized cost and fair value. All equity instruments are measured at fair value. A 
debt instrument is measured at amortized cost only if the entity is holding it to collect contractual cash flows 
and the cash flows represent principal and interest. For liabilities, the standard retains most of the IAS 39 
requirements. These include amortized-cost accounting for most financial liabilities, with bifurcation of 
embedded derivatives. The main change is that, in cases where the fair value option is taken for financial 
liabilities, the part of a fair value change due to an entity's own credit risk is recorded in other comprehensive 
income rather than the income statement, unless this creates an accounting mismatch. This change shall 
mainly affect financial institutions. There shall be no impact on the Modaraba's accounting for financial 
liabilities, as the new requirements only affect the accounting for financial liabilities that are designated at fair 
value through profit or loss, and the Modaraba does not have any such liabilities.

NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED 30 JUNE 2012
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IFRS 13 'Fair value Measurement' (effective for annual periods beginning on or after 01 January 2013). This 
standard aims to improve consistency and reduce complexity by providing a precise definition of fair value and 
a single source of fair value measurement and disclosure requirements for use across IFRSs. The 
requirements, which are largely aligned between IFRSs and US GAAP, do not extend the use of fair value 
accounting but provide guidance on how it should be applied where its use is already required or permitted by 
other standards within IFRSs or US GAAP. This standard is not expected to have a material impact on the 
Modaraba's financial statements.

IAS 1 (Amendment), 'Presentation of Financial Statements' (effective for annual periods beginning on or after 
01 July 2012). The main change resulting from this amendment is the requirement for entities to group items 
presented in Other Comprehensive Income (OCI) on the basis of whether they are potentially recycled to profit 
or loss (reclassification adjustments). The amendment does not address which items are presented in OCI. 
However, this amendment is not expected to have a material impact on the Modaraba's financial statements.

IAS 16 (Amendment), 'Property, Plant and Equipment' (effective for annual periods beginning on or after 01 
January 2013). This amendment requires that spare parts, stand-by equipment and servicing equipment 
should be classified as property, plant and equipment when they meet the definition of property, plant and 
equipment in IAS 16 and as inventory otherwise. However, this amendment is not expected to have a material 
impact on the Modaraba's financial statements.

IAS 19 (Amendment), 'Employee Benefits' (effective for annual periods beginning on or after 01 January 2013). 
The amended IAS 19 includes the amendments that require actuarial gains and losses to be recognized 
immediately in other comprehensive income; to immediately recognize all past service costs; and to replace 
interest cost and expected return on plan assets with a net interest amount that is calculated by applying the 
discount rate to the net defined benefit liability/asset. This change will remove the corridor method and 
eliminate the ability for entities to recognize all changes in the defined benefit obligation and in plan assets in 
profit or loss, which currently is allowed under IAS 19. The management of the Modaraba is in the process of 
evaluation the impacts of these amendments on the Modaraba's financial statements.

On 17 May 2012, IASB issued Annual Improvements to IFRSs: 2009 – 2011 Cycle, incorporating amendments 
to five IFRSs more specifically in  IAS 1 'Presentation of Financial Statements' and IAS 32 'Financial 
instruments: Presentation', that are considered relevant to the Modaraba's financial statements. These 
amendments are effective for annual periods beginning on or after 01 January 2013. These amendments are 
unlikely to have a significant impact on the Modaraba's financial statements and have therefore not been 
analyzed in detail.

g) Standards, interpretations and amendments to published approved standards that are not yet effective 
and not considered relevant to the Modaraba

There are other standards, amendments to published approved standards and new interpretations that are 
mandatory for accounting periods beginning on or after 01 July 2012 but are considered not to be relevant or do 
not have any significant impact on the Modaraba's financial statements and are therefore not detailed in these 
financial statements.

2.2 Fixed assets

Assets in own use and depreciation

Fixed assets except for land and capital work-in-progress are stated at cost less accumulated depreciation 
and accumulated impairment losses, if any. Cost includes expenditure that is directly attributable to the 
items. Land and capital-in-progress are stated at cost less any identified impairment loss. Depreciation is 
charged to income using the straight line method after taking into account residual value, if significant, so as 
to write of the cost of an asset over its estimated useful life at the rates given in Note 15.1.

The assets residual values and useful lives are reviewed at each financial year end, and adjusted if impact 
on depreciation is significant.

NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED 30 JUNE 2012
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NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED 30 JUNE 2012

Normal repairs and maintenance are charged to income as and when incurred. Major improvements and 
modifications are capitalized only when it is probable that future economic benefits associated with the item will 
flow to the Modaraba and the assets so replaced, if any, are retired.

In respect of acquisition and disposal of an asset during the year, depreciation is charged from the month in 
which assets are put to use upto the month preceding the month of disposal.

Gains or losses on disposal of operating fixed assets represented by the difference between the sale proceeds 
and the carrying amount of the asset is included in income currently.

Ijarah asset and depreciation

Assets leased out under ijarah are stated at cost less accumulated depreciation and accumulated impairment 
losses, if any. These are depreciated (net of residual value) on a straight line basis over the shorter of ijarah 
(lease) term or assets useful life.

In respect of additions and transfers during the year, depreciation is charged proportionately to the period of 
ijarah (lease).

2.3 Impairment (excluding provision for non-performing receivables and write-offs)

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

2.4 Cards and rooms

These are stated at cost less accumulated impairment losses, if any.

2.5 Investment properties

Properties held to earn rentals and for capital appreciation are classified as investment properties. Investment 
properties are initially measured at cost, being the fair value of the consideration given. Subsequent to initial 
recognition, investment properties are measured at cost less accumulated depreciation and accumulated 
impairment losses, if any, except for land, which is stated at cost. Depreciation is charged by using “Straight 
line method” so as to write of the cost of an asset over its estimated useful life at the rates given in Note 12.

The assets residual values and useful lives are reviewed at each financial year end, and adjusted if impact on 
depreciation is significant.

Normal repairs and maintenance are charged to income as and when incurred. Major improvements and 
modifications are capitalized as per note 2.2 and the assets so replaced, if any, are retired.

In respect of acquisition and disposal of an asset during the year, depreciation is charged from the month in 
which assets are put to use upto the month preceding the month of disposal.

Gains or losses on disposal of investment properties represented by the difference between the sale proceeds 
and the carrying amount of the asset is included in income currently.
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NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED 30 JUNE 2012

2.6 Investments

Classification of an investment is made on the basis of intended purpose for holding such investment. 
Management determines the appropriate classification of its investments at the time of purchase and re-
evaluates such designation on regular basis.

Investments are initially measured at fair value plus transaction costs directly attributable to acquisition, 
except for “Investment at fair value through profit or loss” which is measured initially at fair value.

The Modaraba assess at the end of each reporting period whether there is any objective evidence that 
investments are impaired. If any such evidence exists, the Modaraba applies the provisions of IAS 39 
'Financial Instruments: Recognition and Measurement'.

a) Investment at fair value through profit or loss

Investment classified as held-for-trading and those designated as such are included in this category. 
Investments are classified as held-for-trading if these are acquired for the purpose of selling in the short term. 
Gains or losses on investments held-for-trading are recognized in profit and loss account.

b) Held to maturity

Investments with fixed or determinable payments and fixed maturity are classified as held-to-maturity when 
the Modaraba has the positive intention and ability to hold to maturity. Investments intended to be held for an 
undefined period are not included in this classification. Investments that are intended to be held to maturity are 
subsequently measured at amortized cost. This cost is computed as the amount initially recognized minus 
principal repayments, plus or minus the cumulative amortization, using the effective interest method, of any 
difference between the initially recognized amount and the maturity amount. For investments carried at 
amortized cost, gains and losses are recognized in profit and loss account when the investments are de-
recognized or impaired, as well as through the amortization process.

c) Available for sale

Investments intended to be held for an indefinite period of time, which may be sold in response to need for 
liquidity, or changes to interest rates or equity prices are classified as available-for-sale. After initial 
recognition, investments which are classified as available-for-sale are measured at fair value. For 
investments that are actively traded in organized capital markets, fair value is determined by reference to 
stock exchange quoted market bids at the close of business on the balance sheet date. Gains or losses on 
available-for-sale investments are recognized in other comprehensive income until the investment is sold, de-
recognized or is determined to be impaired, at which time the cumulative gain or loss previously reported in 
statement of other comprehensive income is included in profit and loss account.

2.7 Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purpose of cash flow statement, 
cash and cash equivalents comprise cash in hand and cash with banks in current and saving accounts and 
short term placements with financial institutions.

2.8 Financial instruments

Financial instruments carried on the balance sheet include investments, deposits, ijarah rentals receivable, 
musharika investment, morabaha investments, loans and advances, other receivables, cash and bank 
balances, morabaha finance, musharika finances, placement and other payables etc. Financial assets and 
liabilities are recognized when the Modaraba becomes a party to the contractual provisions of instrument. 
Initial recognition is made at fair value plus transaction costs directly attributable to acquisition, except for 
“financial instrument at fair value through profit or loss” which is measured initially at fair value.
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NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED 30 JUNE 2012

Financial assets are de-recognized when the Modaraba loses control of the contractual rights that comprise 
the financial assets. The Modaraba loses such control if it realizes the rights to benefits specified in contract, 
the rights expire or the Modaraba surrenders those rights. Financial liabilities are de-recognized when the 
obligation specified in the contract is discharged, cancelled or expired. Any gain or loss on subsequent 
measurement (except available for sale investment) and de-recognition is charged to the profit or loss 
currently. The particular measurement methods adopted are disclosed in the individual policy statements 
associated with each item.

2.9 Payables

Liabilities for other amounts payable are initially recognized at fair value, which is normally the transaction 
cost.

2.10 Offsetting of financial assets and financial liabilities

A financial assets and a financial liability is offset and the net amount is reported in the balance sheet if the 
Modaraba has legally enforceable right to set off the recognized amount and intends either to settle on net 
basis or to realize the asset and settle the liability simultaneously.

2.11 Provisions

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

2.12 Foreign currencies

These financial statement are presented in Pak Rupees, which is the Modaraba’s functional currency. All 
monetary assets and liabilities denominated in foreign currencies are translated into Pak Rupees at the rates 
of exchange prevailing at the balance sheet date, while the transactions in foreign currency during the year are 
initially recorded in functional currency at the rates of exchange prevailing at the transaction date. All non-
monetary items are translated into Pak Rupees at exchange rates prevailing on the date of transaction or on 
the date when fair values are determined. Exchange gains and losses are included in the income currently.

2.13 Staff retirement benefits

Employees compensated absences

Employees of Modaraba are entitled to take privileged leave of 30 days every year. Privileged leaves can be 
accumulated upto a maximum of 90 days. An employee is entitled to encash the accumulated privileged 
leaves subject to a maximum of 90 days at the time of leaving the service. An employee can encash the 
unutilized privileged leaves accrued during the year over and above the maximum permissible accumulation 
at the discretion of the management.

Gratuity

The Modaraba operates an approved funded gratuity scheme for its management staff. As per gratuity 
scheme, employees of the Modaraba are entitled to gratuity equivalent to last drawn salary multiplied by the 
number of year of service up to the date of leaving the Modaraba Actuarial valuation was carried out on 30 Jue 
2012 to determine and adjust the liability on the balance sheet date. The actuary, for ascertaining the fair value 
of assets and liabilities, has adopted the projected unit credit method.

The Modaraba recognizes its actuarial gains and losses as income and expenses if the net cumulative 
actuarial gains and losses at the end of previous reporting period exceeded the greater of:

a) 10% of the present value of the defined benefit obligation at that date (before deducting plan assets); 
and

b) 10% of the fair value of any plan assets at that date.

Provident fund

The Modaraba operates a recognized provident fund for all its regular employees. Equal monthly 
contributions are made to the fund both by the Modaraba and the employees at the rate of 10% of the basic 
salary. The fund is administrated by the Trustees.

Actuarial valuation was carried out on 30 June 2012 to determine and adjust the liability on the balance sheet 
date. The actuary, for ascertaining the fair value of liabilities, has adopted the projected unit credit method. 
Actuarial gains and losses arising at each valuation date are recognized immediately.   
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NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED 30 JUNE 2012
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2012 2011

Rupees Rupees
13 CARDS AND ROOMS

Corporate membership of Islamabad Stock Exchange 5,750,000

           

5,750,000

           

1,010,000

           

1,010,000

           

Rooms 3,870,000

           

3,870,000

           

10,630,000

         

10,630,000

         

14 IJARAH ASSETS

At 30 June 2010

Cost             20,486,671                   603,850             62,757,490 83,848,011
            

Accumulated depreciation              (8,935,493)                  (287,782)            (30,216,673) (39,439,948)
          

Net book value             11,551,178                   316,068             32,540,817             44,408,063 

Year ended 30 June 2011

Opening net book value             11,551,178                   316,068             32,540,817             44,408,063 

Additions 596,000                 415,302                  5,415,000              6,426,302              
Disposals:

Cost (4,496,821)
            

(376,000)
                

(43,271,962)
          

(48,144,783)
          Accumulated depreciation 3,376,891

              
267,080

                  
26,658,850

            
30,302,821

                         (1,119,930)                  (108,920)            (16,613,112)            (17,841,962)

Depreciation charge (4,631,982)

            

(129,034)

                

(5,458,041)

            

(10,219,057)

          
Closing net book value               6,395,266                   493,416             15,884,664             22,773,346 

At 30 June 2011

Cost             16,585,850                   643,152             24,900,528             42,129,530 

Accumulated depreciation            (10,190,584)                  (149,736)              (9,015,864)            (19,356,184)

Net book value               6,395,266                   493,416             15,884,664             22,773,346 

Year ended 30 June 2012

Opening net book value               6,395,266                   493,416             15,884,664 22,773,346

            

Additions 3,357,222

              

174,000

                  

3,655,690

              

7,186,912

              

Disposals:

Cost (1,957,980)

            

(180,827)

                

(13,221,540)

          

(15,360,347)

          

Accumulated depreciation 1,183,822

              

42,828

                    

6,670,367

              

7,897,017

              

(774,158)

               

(137,999)

                

(6,551,173)

            

(7,463,330)

            

Depreciation charge (1,855,725)

            

(171,309)

                

(2,460,496)

            

(4,487,530)

            

Closing net book value               7,122,605                   358,108             10,528,685             18,009,398 

At 30 June 2012

Cost             17,985,092                   636,325             15,334,678             33,956,095 

Accumulated depreciation            (10,862,487)                  (278,217)              (4,805,993)            (15,946,697)

Net book value 7,122,605 358,108 10,528,685 18,009,398

Annual rate of depreciation (%)  20 - 50  25 - 33  20 - 50 

Membership of Pakistan Mercantile Exchange Limited

Plant and 
machinery

Office equipment

-----------------------------------------------RUPEES-----------------------------------------------

Vehicles Total
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2012 2011
RUPEES RUPEES

15 FIXED ASSETS

Assets in own use (Note 15.1) 5,098,378 7,525,519
Capital work in progress - property in course of construction (Note 15.2) 226,250,000 22,250,000

231,348,378 29,775,519

15.1 ASSETS IN OWN USE

At 30 June 2010

Cost                   835,060              17,318,100                6,446,350              24,599,510 
Accumulated depreciation                  (344,720)             (10,366,632)               (4,606,177)             (15,317,529)
Accumulated impairment                    (67,948)               (2,849,990)                             -                 (2,917,938)
Net book value                   422,392                4,101,478                1,840,173                6,364,043 

Year ended 30 June 2011

Opening net book value                   422,392                4,101,478                1,840,173                6,364,043 

Additions -

                         

75,400

                    

3,157,700

               

               3,233,100 
Disposals: -

                         

Cost -

                         

(1,496,510)

             

(2,021,900)

             

              (3,518,410)
Accumulated impairment -

                         

400,172

                  

-

                         

                  400,172 
Accumulated depreciation -

                         

930,402

                  

1,993,665

               

               2,924,067 
-

                         

                 (165,936)                    (28,235)                  (194,171)
Depreciation charge (72,432)

                  

(541,329)

                

(1,263,692)

             

(1,877,453)
Closing net book value                   349,960                3,469,613                3,705,946                7,525,519 

At 30 June 2011

                            -   
Cost                   835,060              15,896,990                7,582,150              24,314,200 
Accumulated depreciation                  (417,152)               (9,977,559)               (3,876,204)             (14,270,915)
Accumulated impairment                    (67,948)               (2,449,818) -

                         

              (2,517,766)
Net book value                   349,960                3,469,613                3,705,946                7,525,519 

Year ended 30 June 2012

Opening net book value                   349,960                3,469,613                3,705,946                7,525,519 

Additions -

                         

307,215

                  

1,624,500

               

               1,931,715 

Disposals:
Cost -

                         

(2,999,742)

             

(2,512,650)

             

              (5,512,392)
Accumulated depreciation -

                         

793,768

                  

1,951,979

               

               2,745,747 
-

                         

(2,205,974)

             

(560,671)

                

(2,766,645)
Depreciation charge (71,532) (485,849) (1,034,830)               (1,592,211)
Closing net book value                   278,428                1,085,005                3,734,945                5,098,378 

At 30 June 2012

Cost                   835,060              13,204,463                6,694,000              20,733,523 
Accumulated depreciation                  (488,684)               (9,669,640)               (2,959,055)             (13,117,379)
Accumulated impairment                    (67,948)               (2,449,818) -               (2,517,766)
Net book value 278,428 1,085,005 3,734,945 5,098,378

Annual rate of depreciation (%)  10  10-20  20 

- - - - - - - - - - - - - - - - - - - Rupees - - - - - - - - - - - - - - - - - - 

Furniture and 
fixtures 

Computers and 
equipment

Vehicles Total
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16 PLACEMENT

2012 2011

Rupees Rupees

17 CREDITORS, ACCRUED AND OTHER LIABILITIES

Accrued financial charges -

                          

744,125

             

Ijarah rentals received in advance 88,731

                

24,720

               

Due to customers 1,320,998

           

671,459

             

Accrued and other payables 1,916,632

           

2,337,760

          

Unclaimed profit distribution 12,020,948

         

12,096,444

        

Modaraba management company fee payable 2,018,423

           

984,162

             

Provision for workers' welfare fund 177,149

              

177,149

             

17,542,881

         

17,035,819

        

18 FINANCES UNDER MUSHARIKA ARRANGEMENTS

Kohinoor Energy Limited - Employees Gratuity Fund (Note 18.1) -
                          

1,149,000
          

18.1

19 CURRENT PORTION OF NON-CURRENT LIABILITIES

Security deposits against ijarah assets (Note 20) 2,131,418

           

4,653,579

          
Deferred morabaha income (Note 22) -

                      

1,169,983

          
2,131,418

           

5,823,562

          
20 SECURITY DEPOSITS AGAINST IJARAH ASSETS

Long term security deposits against ijarah assets 8,246,047

           

11,996,538

        

Less: Current portion (Note 19) 2,131,418

           

4,653,579

          

6,114,629

           

7,342,959

          

21 EMPLOYEE BENEFITS

Gratuity (Note 21.1) 506,582

              

665,930

             

Employees compensated absences (Note 21.2) 1,305,166

           

1,178,868

          

1,811,748

           

1,844,798

          

21.1 Gratuity

The amounts recognized in the balance sheet are as follows:

Present value of defined benefit obligation 3,606,305 3,344,439

Fair value of plan assets (3,433,987) (3,004,377)

Unrecognized actuarial gains 334,264 325,868

506,582 665,930

This finance was obtained under musharika arrangement from Kohinoor Energy Limited - Employees Gratuity Fund. This musharika
arrangement was for one year and carried markup at the rate of 16% per annum. This musharika arrangement was fully repaid in January
2012.

This represents advance / placement from Trust Investment Bank Limited (TIBL) - associated company arised consequent to the transfer
of total exposure of Enplan (Private) Limited amounting to Rupees 105 million to the Moradaba in accordance with the settlement
arrangement dated 28 June 2012. This arrangement is for 9 months and carries zero markup. This placement would be
adjusted/swapped with the rights and rewards of Murree Villas (Note 15.2.1) in finished form on or before March 2013 at an agreed value
of Rupees 35 million. In case of delay in the completion of property, this arrangement shall be converted into mark-up bearing placement
at the rate of 6 months KIBOR from 01 April 2013.
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2012 2011
Rupees Rupees

a) Change in present value of net staff gratuity

Liability as at 01 July 665,930 703,238

Charge for the year 506,582 665,930

Contributions made by the Modaraba during the year (665,930) (703,238)

Liability as at 30 June 506,582 665,930

b) Movement in liability for defined benefit obligation

Present value of defined benefit obligation as at 01 July             3,344,439             3,009,253 

Current service cost                458,974                593,340 

Interest cost                468,221                361,110 

Benefits paid during the year              (244,578)              (104,644)

Actuarial gain on present value of defined benefit obligation              (420,751)              (514,620)

Present value of defined benefit obligation as at 30 June             3,606,305             3,344,439 

c) Movement in fair value of plan assets

Fair value of plan assets as at 01 July             3,004,377             2,404,332 

Expected return on plan assets                420,613                288,520 

Contributions during the year                665,930                703,238 

Benefits paid during the year              (244,578)              (104,644)

Actuarial loss on plan assets              (412,355)              (287,069)

Fair value of plan assets as at 30 June             3,433,987             3,004,377 

d) Actual return on plan assets                    8,258                    1,451 

e) Plan assets consist of the following:

Debt instruments             3,292,875             2,298,875 

Cash at bank                141,112                705,502 

            3,433,987             3,004,377 

f) Movement in actuarial gains

Un recognized actuarial gains as at 01 July                325,868                  98,317 

Actuarial gains arising during the year                    8,396                227,551 

Un recognized actuarial gains as at 30 June                334,264                325,868 

g) Charge for the year

Current service cost                458,974                593,340 

Interest cost                468,221                361,110 

Expected return on plan assets              (420,613)              (288,520)

               506,582                665,930 

h) Historical Information

2012 2011 2010 2009 2008

Rupees Rupees Rupees Rupees Rupees

Present value of defined 

  benefit obligation 3,606,305

         

3,344,439

        

3,009,253

       

2,507,715

           

2,151,058

Present value of defined 

  benefit assets (3,433,987)

        

(3,004,377)

      

(2,404,332)

      

(1,776,397)

          

(1,098,907)

Deficit in the plan 172,318 340,062 604,921 731,318             1,052,151 

Experience adjustment 

  arising on plan liabilities (420,751) (514,620) (240,541) (405,145) 1,115,853

Experience adjustment 

  arising on plan assets (412,355) (287,069) (214,991) (126,599) 8,332

i)

Per annum

2012 2011

Discount rate 13% 14%

Expected rate of increase in salary 12% 13%

Expected rate of return on plan assets 14% 12%

Average expected remaining working life time of employee 14 years 14 years

j) The Modaraba expects to pay Rupees 460,323 in contributions to defined benefit plan in 2013.

Assumptions used for valuation of the defined benefit scheme are as under:
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2012 2011

Rupees Rupees
21.2 Employees compensated absences

Opening balance 1,178,868 807,608

Amount recognized during the year 297,171 444,996

Payments made during the year (170,873) (73,736)

Closing balance 1,305,166 1,178,868

a) Movement in liability for defined benefit obligation

Present value of defined benefit obligation as at 01 July             1,178,868                807,608 

Current service cost                204,995                338,922 

Interest cost                165,042                  96,913 

Benefits paid during the year              (170,873)                (73,736)

Actuarial (gain) / loss on present value of defined benefit obligation (72,866)

               

                   9,161 

Present value of defined benefit obligation as at 30 June             1,305,166             1,178,868 

b) Charge for the year 

Current service cost                204,995                338,922 

Interest cost                165,042                  96,913 

Actuarial (gains) / losses charged                (72,866)                    9,161 

               297,171                444,996 

c) Historical information

2012 2011 2010 2009 2008

Rupees Rupees Rupees Rupees Rupees

Present value of defined 

  benefit obligation 1,305,166

         

1,178,868

        

807,608

          

893,396

              

               615,969 

Experience adjustment 

  arising on plan liabilities (72,866)
             

9,161
              

(207,084)
         

134,382
              

169,509

Per annum

2012 2011

Discount rate 13% 14%

Expected rate of increase in salary 12% 13%

Average number of leaves utilized per annum 20 days 16 days

22 DEFERRED MORABAHA INCOME

Long term deferred morabaha income -

                      

1,596,995

Less: Current maturity of deferred morabaha income (Note 19) -

                      

1,169,983

-

                      

427,012

23 CERTIFICATE CAPITAL

Authorized certificate capital

62,500,000 (2011: 62,500,000) modaraba certificates of Rupees10 each 625,000,000 625,000,000

Issued, subscribed and paid-up certificate capital

16,656,491 (2011:16,656,491) modaraba certificates  of Rupees 10

each fully paid up in cash 166,564,910 166,564,910

3,976,908 (2011: 3,976,908) modaraba certificates  of Rupees 10

each  issued as fully paid bonus certificates 39,769,080 39,769,080

5,780,405 (2011: 5,780,405) modaraba certificates of Rupees 10

each issued to certificate holders of First Hajveri Modaraba in

accordance with the scheme of amalgamation 57,804,050 57,804,050

264,138,040 264,138,040
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23.1

24 RESERVES

Capital reserves

Statutory reserve (Note 24.1) 77,187,397 73,793,412

Fair value reserve (Note 24.2) 2,155,582 1,504,250

Revenue reserve

Unappropriated profits / (Accumulated loss) 9,326,363

           

(4,249,575)

88,669,342

         

71,048,087

24.1

24.2

25 CONTINGENCIES AND COMMITMENTS

There were no reportable contingencies and commitments as at 30 June 2012 (2011: Nil).

26 OTHER INCOME

Return on bank deposits 135,987

              

70,315

Fees, commission and other charges 176,684

              

121,775

Return on loans to employees 34,501

                

35,014

Gain on sale of investments 2,390,481

           

-

Gain on sale of fixed assets in own use - net 294,106

              

22,432

Gain on sale of investment properties - net 17,003,056

         

33,622,415

Credit balance written back 19,484

                

-

20,054,299
 

33,871,951

27 ADMINISTRATIVE AND GENERAL EXPENSES

Salaries and other benefits  (Note 27.1) 10,087,202

 
9,487,153

Legal and professional 388,174

 

595,500

Printing and stationery 145,509

 

388,326

Travelling, conveyance and vehicles’ running 1,864,336

 

1,524,205

Insurance 476,473

 

570,146

Fee, subscription and taxes 490,317

 

761,227

Auditors’ remuneration  (Note 27.2) 545,670

 

469,700

Rent and taxes 183,876

 

551,771

Repair and maintenance 204,673

 

187,785

Electricity, water and gas 383,807

 

507,336

Entertainment 292,030 284,117

Advertisement 47,750 238,345

Donation - 5,000

Telephone and postage 522,389 490,674

Depreciation on fixed assets in own use  (Note 15.1) 1,592,211 1,877,453

Impairment loss on capital work in progress (Note 15.2) - 2,250,000

Miscellaneous 708,308 557,342

17,932,725 20,746,080

This represents the unrealized gain on re-measurement of available for sale equity investments at fair value and is not available for
distribution. This will be transferred to profit and loss account on realization.

Fidelity Capital Management (Private) Limited, the management company, holds 5,869,614 (2011: 5,869,614) modaraba certificates in
the Modaraba.

This represents special reserve created in compliance with the Prudential Regulations for Modarabas issued by SECP.
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27.1

27.2 Auditors’ remuneration 

Audit fee 305,000 275,000

Review of half yearly accounts 104,500 95,000

Certifications 100,000 75,000

Out of pocket expenses 36,170 24,700

545,670 469,700

28 FINANCIAL CHARGES

Return on morabaha / musharika finances 32,911

                

7,429,908

Bank and other charges 49,857

                

31,988

Interest on provident fund trust 7,968

                  

-

90,736

                

7,461,896

29 PROVISION FOR NON-PERFORMING RECEIVABLES

Opening balance 265,225,861

       

245,803,750

Add: Charged during the year 3,664,400

           

20,715,848

Less: Reversed during the year 3,246,327

           

1,293,737

Net charged during the year 418,073

              

19,422,111

Closing balance 265,643,934

       

265,225,861

29.1 Break up of closing balance

Provision for classified morabaha facilities (Note 5) 220,780,254

       

218,315,855

Provision against doubtful ijarah rentals (Note 6.1) 36,302,478

         

36,302,478

Provision against receivables from clients (Note 7.1) 8,561,202

           

10,607,528

265,643,934

       

265,225,861

30 MODARABA MANAGEMENT COMPANY FEE

2012 2011

Rupees Rupees

31 PROVISION FOR TAXATION

Current:

   For the year (Note 31.1) -

                         

-

   Prior year (1,195,881)

          

-

(1,195,881)

          

-

31.1

32 EARNINGS PER CERTIFICATE - BASIC AND DILUTED

Profit attributable to ordinary certificates holders Rupees 16,969,923 8,680,310

Weighted average number of ordinary certificates Numbers 26,413,804 26,413,804

Earnings per certificate Rupees 0.64 0.33

32.1

33 FUTURE IJARAH RENTALS RECEIVABLE

The income of non-trading modarabas is exempt from tax provided not less than 90% of their profits are distributed to the certificate
holders. The Modaraba intends to continue availing tax exemption by distributing at least 90% of its profit to the certificate holders.
Accordingly no provision for current and deferred tax is required. Further, provision of minimum tax is not applicable to the Modaraba as
per sub clause (xiii) of clause 11A of part IV of second schedule to the Income Tax Ordinance, 2001.

Aggregate amount of future ijarah rentals receivable on the basis of agreements executed upto 30 June 2012 approximate to Rupees
14,537,285 (2011: Rupees 16,020,021). The amount of future ijarah rentals receivable and period during which they fall due are:

Salaries and other benefits include Rupees 506,582 (2011: Rupees 665,930) in respect of gratuity and Rupees 506,204 (2011: Rupees
444,996) on account of provident fund contribution.

In accordance with the Modaraba Companies and Modaraba Rules, 1981, management fee at the rate of 10% of annual profits is payable 
to the Management Company. 

There is no dilution in earnings per certificate as the Modaraba has not issued any instrument which would have an impact on its earnings
per certificate.
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2012 2011

Rupees Rupees

Not later than one year 6,891,064 6,664,272

Later than one year but not later than five years 7,646,221 9,355,749

Later than five years - -

14,537,285 16,020,021

33.1

34 REMUNERATION OF OFFICERS AND OTHER EMPLOYEES

2012

Officers Other Total

Rupees Rupees Rupees

Remuneration 6,064,038 881,523 6,945,561

House rent 1,516,009 220,381 1,736,390

Gratuity and employee compensated absences 803,753

          

-

                      

803,753

             

Provident fund contribution 465,138

          

41,062

                

506,200

             

Other allowances 91,698

            

3,600

                  

95,298

               

8,940,636

       

1,146,566

           

10,087,202

        

Number of employees at the year end 14 10 24

2011

Officers Other Total

Rupees Rupees Rupees

Remuneration 5,452,936

       

882,537

              

6,335,473

          

House rent 1,363,234

       

201,259

              

1,564,493

          

Gratuity and employee compensated absences 1,110,926

       

-

                      

1,110,926

          

Provident fund contribution 421,742

          

42,284

                

464,026

             

Other allowances -

                      

12,235

                

12,235

               

8,348,838

       

1,138,315

           

9,487,153

          

Number of employees at the year end 16 15 31

34.1 Certain officers of the Modaraba are provided with free maintained vehicles.

The Modaraba has entered into various Ijarah agreement for periods ranging from 3 to 5 years (2011:3 to 5 years). Security deposits

ranging from 5% to 70% (2011: 5% to 70%) are obtained at the time of disbursement. The rate of profit implicit in Ijarah ranges from 18%

to 20% (2011: 18% to 20%) per annum.
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2012 2011

Rupees Rupees

Bank balances           11,706,912           16,458,801 

Short term investments             3,353,488             3,827,142 

Ijarah rentals receivables                185,345             1,085,706 

Musharika investment -

                      

99,000,000

        

Morabaha investments 100,064,861

       

72,692,004

        

Advances, deposits and other receivables 27,689,932

         

38,952,400

        

Long term receivables and deposits 1,472,090

           

1,695,843

          

144,472,628

       

233,711,896

      

35.1.1 Credit quality of banks

The credit quality of the Modaraba's bank balances can be assessed with reference to external credit ratings as follows:

2012 2011

Short term Long term Agency

NIB Bank Limited A1+ AA- PACRA 2,194

                    

23,739

                 

Samba Bank Limited A-1 AA- JCR-VIS 158,666

                

2,034,863

            

MCB Bank Limited A1+ AA+ PACRA 11,538,719

           

360,980

               

Faysal Bank Limited A1+ AA PACRA 32

                         

14,020,697

          

State Bank of Pakistan - - - 7,301

                    

18,522

                 

11,706,912

           

16,458,801

          

Rating

Rupees

35 FINANCIAL RISK MANAGEMENT

The Modaraba has exposure to the following risks from its use of financial instruments:

-  Credit risk

-  Liquidity risk

-  Market risk

35.1 Credit risk

The Board of Directors of the management company has overall responsibility for the establishment and oversight of the Modaraba's risk
management framework.

Credit risk is the risk that the counterparty to a financial instrument will cause a financial loss to the Modaraba by failing to discharge an
obligation. The risk is generally limited to principal amounts and accrued profit thereon, if any. The Modaraba's policy is to enter into
financial contracts in accordance with the internal risk management policies and the requirements of the Prudential Regulations. The
carrying  amount of the following financial assets represents the maximum credit exposure at the reporting date:
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35.1.2 Description of collateral held

35.1.3 Age analysis of profit on morabaha investments

Past due Amount on Amount on 

which no which 

suspension suspension

required required

0 days 5,216,804

             

5,216,804

          

-

                        

-

                          

5,216,804

1 day - 89 days 506,032

                

-

                     

506,032

                

506,032

                    

-

90 days - 179 days 1,852,825

             

-

                     

1,852,825

             

1,852,825

                 

-

180 days - 364 days 2,932,334

             

-

                     

2,932,334

             

2,932,334

                 

-

1 year - less than 2 year 5,644,642

             

-

                     

5,644,642

             

5,644,642

                 

-

2 year - less than 3 year -

                        

-

                     

-

                            

-

                          

-

3 year or more 940,835

                

-

                     

940,835

                

940,835

                    

-

Total 17,093,472

           

5,216,804

          

11,876,668

           

11,876,668

               

5,216,804

Past due Amount on Amount on 

which no which 

suspension suspension

required required

0 days 510,661

                

510,661

             

-

                        

-

                          

510,661
1 day -89 days 17,334

                  

17,334

               

-

                        

-

                          

17,334

90 days - 179 days 3,938,766

             

-

                     

3,938,766

             

3,938,766

                 

-

180 days - 364 days 4,339,127

             

-

                     

4,339,127

             

4,339,127

                 

-

1 year - less than 2 year 1,092,524

             

-

                     

1,092,524

             

1,092,524

                 

-

2 year - less than 3 year 133,128

                

-

                     

133,128

                

133,128

                    

-

3 year or more 940,835

                
-

                     
940,835

                
940,835

                    
-

Total 10,972,375
           

527,995
             

10,444,380
           

10,444,380
               

527,995

35.1.4 Age analysis of morabaha investments

Past due Amount on Amount on Provision

which no which recognized

provision provision under Prudential

required required Regulations

0 days 34,847,760 34,847,760 - - 34,847,760

1 day -179 days 13,000,000 13,000,000 - - 13,000,000

180 days- 364 days 16,830,000 - 16,830,000 764,400 16,065,600

1 year - less than 2 year 17,000,000 - 17,000,000 3,500,000 13,500,000

2 year - less than 3 year 563,124 - 563,124 563,124 -

3 year or more 238,604,231 - 238,604,231 215,952,730 22,651,501
Total 320,845,115 47,847,760 272,997,355 220,780,254 100,064,861

Musharika investment is secured by way of personal guarantees, demand promissory note and mortgage of properties.

Gross amount Carrying amount
Suspension made 
under Prudential 

Regulations

2012

The Modaraba's ijarah arrangements (leases) are secured against ijarah assets. In a few ijarah arrangements additional collateral is also obtained
in the form of mortgaged property. 

Morabaha investments are secured by way of personal guarantees of the directors, pledge and hypothecation of stocks, mortgage of properties
and charge on the assets varying from case to case.

Suspension made 
under Prudential 

Regulations

Gross amount

--------------------------------------------------Rupees--------------------------------------------------

2011

Carrying amount

--------------------------------------------------Rupees--------------------------------------------------

Gross amount

2012

Carrying amount

--------------------------------------------------Rupees--------------------------------------------------

 

 

 

 

 

 

 

 

 

 

 

 



42 Annual Report 2012

NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED 30 JUNE 2012

Past due Amount on Amount on Provision

which no which recognized

provision provision under Prudential

required required Regulations

0 days 32,154,063 32,154,063 - - 32,154,063

1 day-179 days 236,441 236,441 - - 236,441

180 days - 364 days 17,000,000

           

-

                     

17,000,000

           

600,000

                    

16,400,000

1 year - less than 2 year 3,013,124

             

-

                     

3,013,124

             

1,763,124

                 

1,250,000

2 year - less than 3 year -

                        

-

                     

-

                        

-

                           

-

3 year and above 238,604,231

         

-

                     

238,604,231

         

215,952,731

             

22,651,500
Total 291,007,859

         

32,390,504

        

258,617,355

         

218,315,855

             

72,692,004

35.1.5 Age analysis of ijarah rentals receivable

Past due Amount on Amount on 

which no which 

suspension suspension

required required

0 days -
                            

-
                     

-
                        

-
                           

-

1 day -89 days 185,345                185,345             -                        -                           185,345

90 days -179 days -                            -                     -                        -                           -
180 days - 364 days -

                            
-

                     
-

                        
-

                           
-

1 year - less than 2 year 127,210

                
-

                     
127,210

                
127,210

                    
-

2 year - less than 3 years 587,895

                

-

                     

587,895

                

587,895

                    

-

3 year or more 35,587,373

           

-

                     

35,587,373

           

35,587,373

               

-
Total 36,487,823

           

185,345

             

36,302,478

           

36,302,478

               

185,345

Past due Amount on Amount on 

which no which 

suspension suspension

required required

0 days -

                            

-

                     

-

                        

-

                           

-

1 day -89 days 1,085,706

             

1,085,706

          

-

                        

-

                           

1,085,706

90 days -179 days -

                            

-

                     

-

                        

-

                           

-

180 days - 364 days -

                            

-

                     

-

                        

-

                           

-

1 year - less than 2 year 163,683

                

-

                     

163,683

                

163,683

                    

-

2 year - less than 3 years 551,422

                

-

                     

551,422

                

551,422

                    

-

3 year or more 35,587,373

           

-

                     

35,587,373

           

35,587,373

               

-
Total 37,388,184

           

1,085,706

          

36,302,478

           

36,302,478

               

1,085,706

35.1.6 Age analysis of musharika investment

Past due

0 days - - - - -
1 day -179 days - - - - -
180 days - 364 days - - - - -
1 year - less than 2 year - - - - -
2 year - less than 3 years - - - - -
3 year or more - - - - -
Total - - - - -

Amount on 
which no 
provision 
required

Amount on which 
provision 
required

Provision 
recognized under 

prudential 
regulations

--------------------------------------------------Rupees--------------------------------------------------

2011

--------------------------------------------------Rupees--------------------------------------------------

2012

--------------------------------------------------Rupees--------------------------------------------------

Gross amount

2012

Carrying amount
Suspension made 
under Prudential 

Regulations

Gross amount
Suspension made 
under Prudential 

Regulations
Carrying amount

Gross amount

Carrying amount

Provisions are recognized by the Modaraba on the basis of time based criteria given under Prudential Regulations for Modarabas and subjective
evaluation carried out on an ongoing basis.

Carrying amountGross amount

2011

--------------------------------------------------Rupees--------------------------------------------------
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Past due

0 days 99,000,000 99,000,000 - - 99,000,000

1 day -179 days - - - - -

180 days - 364 days - - - - -

1 year - less than 2 year - - - - -

2 year - less than 3 years - - - - -

3 year or more -

                        

-

                     

-

                        

-

                          

-

Total 99,000,000

           

99,000,000

        

-

                        

-

                          

99,000,000

35.1.7 Concentration of credit risk

Break down of credit risk exposure by class of business as at 30 June 2012 is as follows:

Ijarah Morabaha Musharika

assets investments investment

Transport and communications -

                        

9,461,600

          

-

                        

9,461,600

                

8.01

Textiles 2,866,281

             

-

                     

-

                        

2,866,281

                

2.43

Food and beverages -

                            

-

                     

-

                        

-

                              

0.00

Construction 690,000

                

23,300,000

        

-

                        

23,990,000

              

20.32

Individuals 14,453,117

           

67,303,261

        

-

                        

81,756,378

              

69.24
Total 18,009,398

           

100,064,861

      

-

                        

118,074,259

             

100.00

Break down of credit risk exposure by class of business as at 30 June 2011 is as follows:

Ijarah Morabaha Musharika 

assets investments investment

Transport and communications - 10,000,000 - 10,000,000 6.87

Textiles 2,833,325 - - 2,833,325 1.95

Food and beverages 1,491,799 - - 1,491,799 1.03

Construction 690,000 6,726,000 50,000,000 57,416,000 39.47

Individuals 17,758,222 55,966,004 - 73,724,226 50.68
Total 22,773,346 72,692,004 50,000,000 145,465,350 100.00

Provision 
recognized under 

prudential 
regulations

% age

Provisions are recognized by the Modaraba on the basis of time base criteria given under Prudential Regulations for Modarabas and subjective
evaluation carried out on an ongoing basis.

2011

--------------------------------------------------Rupees--------------------------------------------------

Amount on 
which no 
provision 
required

Amount on which 
provision 
required

The Modaraba manages credit risk and its concentration through diversification of activities to avoid undue concentration of risks with individuals,
groups or specific industry segments. For this purpose, the Modaraba has established exposure limits for individuals and industrial sectors. 

----------------------------------Rupees----------------------------------

Gross amount

--------------------------------------Rupees----------------------------------------

Total % age

Carrying amount

Total



44 Annual Report 2012

NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED 30 JUNE 2012

35.2 Liquidity risk

Carrying 
amount

Contractual 
cash flows

6 months or 
less

6 to 12 
months

1 year to 2 
years

2 years to 5 
years

Financial liabilities

35,000,000

   

35,000,000

     

-

               

35,000,000

   

-

               

-

               

17,277,001

   

17,277,001

     

17,277,001

   

-

               

-

               

-

               

Total 52,277,001

   

52,277,001

     

17,277,001

   

35,000,000

   

-

               

-

               

Carrying 
amount

Contractual 
cash flows

6 months or 
less

6 to 12 
months

1 year to 2 
years

2 years to 5 
years

Financial liabilities
 

Musharika finance 1,149,000     1,156,051       1,156,051     -               -               -                

744,125        744,125          744,125        -               -               -                

16,089,825
   

16,089,825
     

16,089,825
   

-
               

-
               

-
               

Total 17,982,950

   
17,990,001

     
17,990,001

   
-

               
-

               
-

               

35.2.1

35.3 Market risk

35.3.1 Currency risk

Currency risk is the risk that the fair value or future cash flow of a financial instrument will fluctuate because of changes in
foreign exchange rates. Currency risk arises mainly from future commercial transactions or receivables and payables exist
due to transactions in foreign currencies. Currently, the Modaraba do not have any receivables or payables that exist due to
transactions in foreign currencies which expose it to currency risk.

Market risk is the risk that changes in market price such as foreign exchange rates, interest rates and equity prices will effect
the Modaraba's income or the value of its holdings of financial instruments.

Markup accrued on morabaha 
and musharika finance

Liquidity risk is the risk that the Modaraba will encounter difficulty in meeting its financial obligations as they fall due. Liquidity
risk arises because of the possibility that the Modaraba could be required to pay its liabilities earlier than expected or
difficulty in raising funds to meet commitments associated with financial liabilities as they fall due. The Modaraba’s approach
to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when
due, under both normal and stressed conditions, without incurring unacceptable losses or damage to the Modaraba's
reputation. The following are the contractual maturities of financial liabilities, including interest payments: 

The contractual cash flows relating to the above financial liabilities have been determined on the basis of mark-up rates
effective as at year end (and includes both principal and profit payable thereon).

2012

--------------------------------------------------R u p e e s--------------------------------------------------

--------------------------------------------------R u p e e s--------------------------------------------------

2011

Placement

Creditors, accrued and other 
liabilities

Creditors, accrued and other 
liabilities
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35.3.2 Interest rate risk

 2012  2011 

 Rupees  Rupees 

Fixed rate instruments

Financial liabilities

Musharika finances                       -            1,149,000 

Financial assets

Musharika investment                       -   99,000,000

      

Morabaha investments      100,064,861 72,692,004
      

Floating rate instruments

Financial asset

Bank balances        11,699,611        16,440,279 

Cash flow sensitivity analysis for variable rate instruments

Increase Decrease

Rupees Rupees

As at 30 June 2012

Cash flow sensitivity-Variable rate financial assets 116,996

            

(116,996)

          

Cash flow sensitivity-Variable rate financial liabilities -

                    

-

                   

Net effect 116,996

            

(116,996)

          

Increase Decrease

Rupees Rupees

As at 30 June 2011

Cash flow sensitivity-Variable rate financial assets 164,403 (164,403)

Cash flow sensitivity-Variable rate financial liabilities - -

Net effect 164,403 (164,403)

This represents the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market
interest rates.

The Modaraba's interest rate risk arises from long term morabaha finance and bank balances in saving accounts. Long term
morabaha finance obtained and balances in saving accounts at variable rates expose the Modaraba to cash flow interest rate risk.
Musharika finances obtained, musharika and morabaha investments made at fixed rate expose the Modaraba to fair value interest
rate risk.

At the balance sheet date the interest rate profile of the Modaraba's interest bearing financial instruments was:

The sensitivity analysis prepared is not necessarily indicative of the effects on profit for the year and assets / liabilities of the
Modaraba. This analysis is prepared assuming the amounts of liabilities and assets outstanding at balance sheet dates were
outstanding for the whole year.

A change of 100 basis points in interest rates at the reporting date would have increased / (decreased) profit for the year by the
amounts shown below. This analysis assumes that all other variables, in particular foreign currency rates, remain constant. The
analysis is performed on the same basis for 2011.

100 bps

EFFECT ON PROFIT

100 bps

EFFECT ON PROFIT
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35.3.3 Other price risk

2012 2011 2012 2011

KSE 100 (5% increase) -
                    

-
                    

167,674
            

191,357
           

KSE 100 (5% decrease) -                    -                    (167,674)           (191,357)           

35.4 Fair values of financial assets and liabilities

Level 1  Level 2  Level 3  Total  

Rupees Rupees Rupees Rupees

Assets 

         3,353,488                       -                         -            3,353,488 

Assets 

         3,827,142                       -                         -            3,827,142 Available for sale financial assets

The carrying values of all financial assets and liabilities reflected in financial statements approximate their fair values. The following
table provides an analysis of financial instruments that are measured subsequent to initial recognition at fair value, grouped in to
levels 1 to 3 based on the degree to which fair value is observable:

As at 30 June 2012

Other price risk represents the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market prices (other than those arising from interest rate risk or currency risk), whether those changes are caused by factors specific
to the individual financial instrument or its issuer, or factors affecting all similar financial instrument traded in the market. The
Modaraba is not exposed to commodity price risk.

Index

Available for sale financial assets

Equity (fair value reserve) would increase / decrease as a result of gains / losses on equity investments classified as available for
sale.

 Statement of comprehensive 
income / equity 

(Fair value reserve) 

--------------------------------------Rupees---------------------------------------

The fair value of financial instruments that are not traded in an active market is determined by using valuation techniques. These
valuation techniques maximize the use of observable market data where it is available and rely as little as possible on entity specific
estimates. If all significant inputs required to fair value a financial instrument are observable, those financial instruments are classified
under level 2 in above referred table. If one or more of the significant inputs is not based on observable market data, the financial
instrument  is classified under level 3. The Modaraba has no level 2 and level 3 financial instruments as on 30 June 2012.

The fair value of financial instruments traded in active markets is based on quoted market prices at the balance sheet date. The
quoted market price used for financial instruments held by the Modaraba is the current bid price. These financial instruments are
classified under level 1 in above referred table.

As at 30 June 2011

Impact on profit after taxation

Sensitivity analysis

The table below summarizes the impact of increase / decrease in the Karachi Stock Exchange (KSE) Index on the Modaraba's profit
after taxation for the year and on other comprehensive income. The analysis is based on the assumption that the equity index had
increased / decreased by 5% with all other variables held constant and all the Modaraba's equity instruments moved according to the
historical correlation with the index:
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Loans and 
receivables

Available for 
sale

Total

35.5 Financial instruments by categories

As at 30 June 2012

Assets as per balance sheet

Cash and bank balances 11,724,191

       

-

                    

11,724,191

      

Short term investments -

                    

3,353,488

         

3,353,488

        

Ijarah rentals receivables 185,345

            

-

                    

185,345

           

Morabaha investments 100,064,861

     

-

                    

100,064,861

    

Advances, deposits and other receivables 27,689,932

       

-

                    

27,689,932

      

Long term receivables and deposits 1,472,090

         

-

                    

1,472,090

        

141,136,419

  

3,353,488

      

144,489,907

  

Liabilities as per balance sheet

Placement 35,000,000

      
Creditors, accrued and other liabilities 17,277,001

      

52,277,001

   
Loans and 
receivables

Available for 
sale

Total

As at 30 June 2011

Assets as per balance sheet

Cash and bank balances 16,489,917

       

-

                    

16,489,917

      

Short term investments -

                    

3,827,142

         

3,827,142

        

Ijarah rentals receivables 1,085,706

         

-

                    

1,085,706

        

Musharika investment 99,000,000

       

-

                    

99,000,000

      

Morabaha investments 72,692,004

       

-

                    

72,692,004

      

Advances, deposits and other receivables 38,952,400

       

-

                    

38,952,400

      

Long term receivables and deposits 1,695,843 - 1,695,843

229,915,870 3,827,142 233,743,012

Liabilities as per balance sheet

Musharika finances 1,149,000

744,125

Creditors, accrued and other liabilities 16,089,825

17,982,950

Markup accrued on morabaha and musharika finance

---------------------Rupees---------------------

Financial liabilities at 
amortized cost

Rupees

Financial liabilities at 
amortized cost

Rupees

---------------------Rupees---------------------
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2012 2011

Rupees Rupees

36 CASH USED IN OPERATIONS

Profit before taxation 18,165,804 8,680,310

Adjustment for non-cash charges and other items:

Provision for non-performing receivables 418,073

              

19,422,111

Depreciation 8,172,792

           

15,739,595

Financial charges 90,736

                

7,461,896

Profit on morabaha / musharika investments (16,275,027)

        

(13,785,173)

Return on bank deposits (135,987)

             

(70,315)

Gain on sale of fixed assets (432,002)

             

(22,432)

Gain on sale of investment properties (17,003,056)

        

(34,945,673)

Gain on sale of investments (2,390,481)

          

-

Impairment loss charged in capital work in progress -

                          

2,250,000

Provision for retirement benefits 803,753

              

1,110,926

Credit balance written back (19,484)

               

-

Working capital changes (Note 36.1) (10,050,275)

        

(52,155,615)

(18,655,154)

        

(46,314,370)

36.1 Working capital changes

(Increase) / decrease in operating assets

Morabaha investment (29,837,255)

        
(24,704,026)

Ijarah rentals receivable 900,360
              

3,230,067

Advances, deposits, prepayments and 

 other receivables 17,470,373         (31,727,975)

(11,466,522)        (53,201,934)

Increase in operating liabilities

Creditors, accrued and other liabilities 1,416,247
           

1,046,319

(10,050,275)
        

(52,155,615)

37 SEGMENT INFORMATION

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 has been identified as the chief operating decision-maker, who is responsible for allocating resources
and assessing performance of the operating segments.

The Chief Executive Officer is responsible for the Modaraba's entire product portfolio and considers the business to have a single
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 Chief Executive Officer for the Modaraba’s assets, liabilities and performance is prepared on a
consistent basis with the measurement and recognition principles of approved accounting standards as applicable in Pakistan.

The Modaraba is domiciled in Pakistan. All of the Modaraba’s income is from investments in entities incorporated in Pakistan.

The Modaraba also has a diversified certificate holder population. As at 30 June 2012, there was only one (30 June 2011: one) certificate
holder who held more than 10% of the Modaraba’s certificate capital. Its holding was 22.22% (30 June 2011: 22.22%).
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38 TRANSACTIONS WITH RELATED PARTIES

2012 2011

Rupees Rupees

Modaraba management company fee payable 2,018,423

           

984,162

Payable to provident fund trust 189,406

              

-

39 CORRESPONDING FIGURES

40 EVENTS AFTER THE BALANCE SHEET DATE

41 GENERAL

-

- Figures have been rounded off to the nearest rupee.

Corresponding figures have been rearranged and reclassified, wherever necessary, for the purpose of comparison. However, no
significant reclassification has been made.

The financial statements of the Modaraba were approved by the directors of Modaraba Management Company and authorized for issue
on October 08, 2012.

The related parties and associated undertakings comprise of associated companies, Modaraba Management Company, directors and
key management personnel and retirement benefits. Transactions with related parties and associated undertakings other than
remuneration and benefits to key management personnel under the term of employment, staff retirement benefits and others as disclosed
in notes 15, 16, 21 and 34 respectively are as follows:

The Board of Directors of the Modaraba Management Company has proposed a cash dividend for the year ended 30 June 2012 of
Rupee 0.50 per Certificate (2011: Nil) at their meeting held on October 08, 2012 However, this event has been considered as non-
adjusting event under IAS 10 'Events after the Reporting Period' and has not been recognized in these financial statements.
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The Companies Ordinance 1984 Form - 34
(Section 236(1) and 464)
Pattern Of Shareholding 

1. Incorporation Number
2. Name of The CompanyFirst Fidelity Leasing Modaraba
3. Pattern of Holding of the Shares held by the Shareholders as at : June 30, 2012

4. 

Shareholding 

From To
3,564 1 100 143,448

2,493 101 500 604,134

971 501 1,000 754,154

1,108 1,001 5,000 2,229,325

161 5,001 10,000 1,163,145

68 10,001 15,000 814,340

30 15,001 20,000 530,538

27 20,001 25,000 599,828

11 25,001 30,000 302,486

9 30,001 35,000 295,451

9 35,001 40,000 337,030

5 40,001 45,000 211,735

4 45,001 50,000 188,457

3 50,001 55,000 159,362

3 55,001 60,000 172,619

1 60,001 65,000 64,000

1 65,001 70,000 69,500

1 70,001 75,000 75,000

2 75,001 80,000 153,505

1 85,001 90,000 88,100

2 90,001 95,000 186,000

6 95,001 100,000 594,366

1 100,001 105,000 103,796

1 110,001 115,000 115,000

1 115,001 120,000 118,000

1 120,001 125,000 121,869

2 125,001 130,000 252,090

1 145,001 150,000 148,580

1 170,001 175,000 171,000

1 185,001 190,000 189,062

1 200,001 205,000 200,153

1 205,001 210,000 207,000

1 220,001 225,000 224,654

2 255,001 260,000 516,200

1 300,001 305,000 304,792

1 350,001 355,000 350,804

1 415,001 420,000 415,953

2 465,001 470,000 937,624

1 510,001 515,000 511,500

1 575,001 580,000 578,041

1 580,001 585,000 582,170

1 1,025,001 1,030,000 1,028,078

1 1,030,001 1,035,000 1,034,931

1 1,230,001 1,235,000 1,230,370

1 1,465,001 1,470,000 1,466,000

1 2,640,001 2,645,000 2,641,380

1 3,225,001 3,230,000 3,228,234

8,508 26,413,804

Total Shares heldNo. of Shareholders
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First Fidelity Leasing Modaraba

Categories of Shareholder Physical CDC Total % age

Directors, Chief Executive Officer, Their Spouses and Minor Childern

Directors

Siyyid Tahir Nawazish - 54,552 54,552 0.21

- 54,552 54,552 0.21

Associated Companies, Undertakings & Related Parties

Fidelity Capital Management (Pvt) Limited - 5,869,614 5,869,614 22.22

- 5,869,614 5,869,614 22.22

NIT & ICP (Name Wise Detail)

Investment Corporation Of Pakistan 18,295 - 18,295 0.07

National Investment Trust Limited - 26,475 26,475 0.10

NBP -Trustee Department NI(U)T Fund - 1,028,078 1,028,078 3.89

18,295 1,054,553 1,072,848 4.06

Banks, NBFCs, DFIs, Takaful, Pension Funds 13,432 406,823 420,255 1.59

Modarabas 358 20,630 20,988 0.08

Insurance Companies 40 1,034,931 1,034,971 3.92

Other Companies,Corporate Bodies, Trust etc. 637,570 964,059 1,601,629 6.06

General Public 3,552,449 12,786,498 16,338,947 61.86

4,222,144 22,191,660 26,413,804 100.00

Shareholders More Than 5.00%

Fidelity Capital Management (Pvt) Limited 5,869,614 22.22

Mr. Anwar Saeed 1,466,000 5.55




