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Mission Statement

Trust Modaraba aims fo evolve and practice exemplary standards
of integrity and proficiency by achieving balanced growth,
building quality investment portfolio, maintaining high standards of
efficiency and providing good returns to its cerfificateholders. Trust
Modaraba shall endeavor to maintain a competitive edge in the
industry and confribute effectively in promotion of Islamic financial
regime. It shall adopt a management culture based on
partficipation, moftivation and accountability to achieve
professional and personal excellence and growth of human
resource. Trust Modaraba shall achieve a balanced texture of
being a prudent and progressive organization with a sound image
inthe market place.
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NOTICE OF ANNUAL REVIEW MEETING

Notice is hereby given that the Annual Review Meeting of Trust Modaraba to review the
performance of Modaraba for the year ended June 30, 2010 will be held on Wednesday October
27,2010at 12:30PM at 104-106, Kassam Court, BC-9, Block 5, Clifton Karachi.

The certificate transfer books of the Modaraba willremain closed from October 21, 2010 to October
27,2010 (both daysinclusive).

Karachi Hamida Ageel
October 5, 2010 Company Secretary
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DIRECTORS’ REPORT

The Board of Directors of Al-Zamin Modaraba Management (Private) Limited takes pleasure in
presenting the annual audited accounts of Trust Modaraba for the year ended June 30, 2010 to the
Certificate-holders.

Since taking over the management of the Modaraba in February 2009, Al-Zamin Modaraba
Management (Pvt.) Limited has been focusing upon implementing a careful strategy to re-
organize the Modaraba operations and reviving its business. The year under review has a great
significance as it was the first full financial year of Modaraba operating under the new
management.

Financial and Operating Performance

The Boardis happy toreport that after aconsistent history of making losses over, many years, your
Modaraba has declared a net profit of Rs 23.4 million for the year, as compared to the loss of Rs 33.1
million of the previous year. This turn-around was achieved despite weak economic conditions and
multifarious socio-political challengesin the country and can be confidently seen as an emergence
of stability and profitability of the Modarabain the coming years.

During the year, the business of the Modaraba was broadened by generation of resources through
recoveries and employment of fundsin secured and profitable avenues. There was a strong growth
in the customer base and income stream during the year. Morabaha and ijarah financing
remained the core business activities of Modaraba. Accordingly, ijarah facilities of Rs. 117.9 million
and morabaha facilities of Rs. 26.5 million were disbursed during the year. Income from operations
amounted to Rs. 59.3 million as compared to Rs. 47.5 million of the corresponding year. The net profit
affer management fee stood at Rs. 23.4 million compared with the loss of Rs. 33.1 million for the
previous year. Despite inflationary pressures, administrative expenses were controlled at Rs. 8.9
million (2009: Rs. 14.1 million). The balance sheet size further grew in the year to the total footings of
Rs.371.1 million.

A major portion of morabaha facilities allowed by the previous managements is of non-performing
and, therefore, under litigation for recovery. The present management is committed to make
infense and consistent efforts fo achieve the maximum possible recoveries through the legal
process also direct negotiations with the defaulters. In view of the legal process involved in such
cases, it would take some time to recoup the damage caused previously to the Modaraba.
Nevertheless, the Management is determined to pursue the pending recovery suits and to take
every possible step to safeguard the inferest of the Certificate-holdersin the best possible manner.

Key financial and operating data for the last six years is attached separately.

Earnings per Certificate

For the year underreview, the Modaraba was able to achieve earnings per certificate of Rs. 0.79 as
comparedtoloss per certificate of Rs. 1.11 reportedlast year.

Dividend Distribution

The Board feels happy to announce that, based on the profit earned by Modaraba during the year
ended June, 2010, a cash dividend of 5% i.e. Rs. 0.50 per certificate has been declared. The book
closure to determine the entitlement of dividend will be announcedin due course.

The dividend distribution, though modest in value, should be viewed as a positive tfrend by the

certificate holders who did nofreceive any payout during the past many years.
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Future Prospects

New funding remains a major constraint for further increase in business volumes as banks are still
reluctant fo lend fo non banking finance companies and modarabas. The contfinuing pressure on
the economy of the country, parficularly due to the recent devastating floods, and the overall
depressing environment suggests that challenges for the financial sector willintensify in the coming
years. Also, the uncertainties of cash flows for businesses of almost all types make it really difficult fo
evaluate any credit risk on the basis of previously established norms. Therefore, your management
shall continue maintaining a cautious outlook but strive to move forward for a steady growth by
keeping a close monitoring of the changing economic conditfions.

The future operations of the Modaraba are being carefully viewed in context of the current business
environment as smaller financial institutions will find it difficult to meet future competition and
maintain acceptable margins. In view of the prevailing circumstances in the financial sector, your
Board is examining possibilities of mergers, acquisition and consolidation to create a large equity
and operational base. Any material developments in this regard would be duly communicated to
the certificateholders.

Compliance under Code of Corporate Governance

o The financial statements prepared by the management of Trust Modaraba present fairly its
state of affairs, the result of its operations, cash flows and changesin equity.

o Properbooks of accounts of Modaraba have been maintained.

o Appropriate accounting policies have been consistently applied in preparation of financial
statements of Modaraba and accounting estimates are based onreasonable and prudent
judgment.

o International Accounting Standards, as applicable to Modaraba, have been followed in
preparation of financial statements and any departure there-from has been adequately
disclosed.

o The system of internal controlis sound in design and has been effectively implemented and
monitored.

° There are no doubts about Modaraba's ability to continue as a going concern.

° There has been no material departure from the best practices and corporate governance

as detailedin the listing regulations.
Board Meetings
Four meetings of the Board of Directors were held during the year, which were attended as follows:

No.of Meetings Aftended

Mr. Zafarlgbal Chairman 2
Mr. Bashir A. Chowdry Chief Executive 4
Mr. Manzoor Hussain Shah Kazmi Director 3
Mr. Sohail Ansar Director 2
Mr. Sheikh Arshad Farooq Director 2
Mr. Mohammad Kamal Abdul Nasir - Director 4
Mr. Mohammad Imranul Hag Director 2
Dr.Namoos Baquar Relinquished Director 2
Mr. Afzal Rashid Relinquished Director 1
Mr. Rashid Ahmed Relinquished Director 1
Mr.Najib Amanullah Relinquished Director 0
Mr. Mohammad Zahid Relinquished Director 0
Mr. Anees Wahab Zuberi Relinquished Director 0
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Auditors

As per suggestion of the Audit Committee, the Board has approved the reappointment of present
auditors M/s Ernst & Young Ford Rhodes Sidat Hyder, Chartered Accountants for the financial year
ending June 30, 2011.The appointment is subject to the approval of the Registrar Modaraba.

Pattern of Certificate-holding

Pattern of certificate holdings as of June 30, 2010 is aftached. No trades in the cerfificates of
Modaraba were carried out by the Directors, CEO, CFO and Company Secretary and their spouses
and minor children.

Value of Provident Fund Investment

The Modaraba operates a contributory provident fund for all its permanent employees. Equal
monthly contributions are made, both by Modaraba and the employees, to the fund @ 10% of basic
salary. Based onlatest accounts of the fund the value of its investments as at June 30, 2010 works out
tfobeRs.1,149,311.

Shifting of Principal Place of Business

The principal place of business of Modaraba has been shifted to its independent office at the
following address:

301-2320, 3“Floor, Garden Heights
8-Aibak Block, New Garden Town, Lahore
Tel: (042) 35941957-8, Fax (042) 35866513

The management intends to open branches of Modaraba in major cifies including Karachi to
provide anincreased outreach for business growth.

Acknowledgements

The Board wishes to place onrecord its appreciations for the support and guidance provided by the
Registrar Modarabas and Securities and Exchange Commission of Pakistan. The Board also
acknowledges the hard work and commitment of the executives and staff members. Finally, the
Board extends its gratitude to the certificate-holders who remained committed to the Modaraba
during difficult times and looks forward to their continued support in the future.

For and on behalf of the Board of Directors

&

-
<

Karachi Basheer A. Chowdry
Date: September 24, 2010 Chief Executive
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KEY OPERATING & FINANCIAL DATA FOR THE LAST SIX YEARS

(Rupees in thousand)

Particulars 2010 2009 2008 2007 2006 2005
Paid-up capital 298,000 298,000 273,000 273,000 273,000 273,000
Reserves (18,418) (40,971)  (29,437) (18,315) 86,251 69,148
Net equity 279,581 257,028 243,562 254,685 359,251 342,148
Morabaha financing 157,215 138,459 168,929 228,026 261,238 233,497
Fixed assets 14,120 13,236 11,555 12,064 14,864 14,966
Assets given on lease (ljarah) 285,320 190,803 126,445 132,589 129,329 141,647
Total assets 371,133 300,052 271,567 319,706 389,047 429,566

Income Statement

Income 59,304 47,497 22,082 29,775 38,954 39,958
Financial charges - - 1,586 7,165 6,205 4,241
Operating expenses 36,580 80,585 22,427 84,549 19,520 14,354
Profit/(loss) before taxation 22,724 (33,087) (1,932) (61,938) 21,576 19,093
Profit/(loss) after taxation 23,396 (33,087) (1,671) (64,925) 18,576 19,093
Earning/(loss) per certificate 0.79 (1.11) (0.06) (2.38) 0.57 0.70
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STATEMENT OF COMPLIANCE WITH THE CODE OF CORPORATE GOVERNANCE
FOR THE YEAR ENDED 30 JUNE 2010

This statement is being presented to comply with the Code of Corporate Governance containedin
listing regulations of Karachi, Lahore and Islamabad Stock Exchanges for the purpose of
establishing a framework of good governance, whereby a listed company is managed in
compliance with the best practices of corporate governance.

Al-Zamin Modaraba Management (Private) Limited (Modaraba Company) is noft listed, however,
Trust Modaraba (the Modaraba) is listed at Karachi, Lahore and Islamabad Stock Exchanges. The
Board of directors of the Modaraba Company is responsible for management of affairs of the
Modaraba.

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

1. The Modaraba Company has 7 directors which include 6 non-executive directors.

2. All the directors of the Modaraba Company have confirmed that they are not serving as a
directorin more than ten listed companies.

3. All the resident directors of the Modaraba Company have confirmed that they are
registered as taxpayers and have not defaulted in payment of any loan to a banking
company, a Modaraba, Development Financial Institution or a Non Banking Financial
Institution, neither they are member of any stock exchange in Pakistan.

4, No casual vacancy occurredin the Board during the year.

5. The Modaraba Company has prepared a 'Statement of Ethics and Business Practices’,
which has been signed by all the directors of the Modaraba Company and employees of
the Modaraba.

6. The Board has developed a vision and mission statement and significant policies of the

Modaraba. A complete record of particulars of significant policies along with the dates on
which they were approved or amended has been maintained in the form of minutes of
meetings of the board and internal circulars. The overall corporate strategy of the
Modaraba is discussed from fime to time in the Board meetings and documented in the
minutes.

7. All the powers of the Board have been duly exercised and decisions on material
fransactions have been taken by the Board including changes in remuneration of the
Chief Executive Officer and other executive director.

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

9. A detailed presentation by Messrs M. Yousuf Adil Saleem & Co., Chartered Accountants was
given on April 26, 2008 to the Board of Directors on the 'Code of Corporate Governance'
with specific reference to the role of Board in strategy formulation and responsibilities of the
Directors.

10. Appointment of Chief Financial Officer, Company Secretary and Head of Internal Audit was
approved by the Board.
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1.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

The directors' report for this year has been prepared in compliance with the requirements of
the Code and fully describes the salient mattersrequired to be disclosed.

The financial statements of the Modaraba were duly endorsed by Chief Executive Officer
and Chief Financial Officer before approval of the Board.

The Chief Executive Officer, directors and other executives do not hold any interest in the
certificates of the Modaraba other than that disclosed in the pattern of certificate holding.

The Modaraba Company has complied with all the corporate and financial reporting
requirements of the Code withrespect to the Modaraba.

The Board has formed an Audit Committee. It comprises of three members and secretary to
the Audit Committee. The members are non-executive directors including the Chairman of
the Committee.

The meetings of the Audit Committee were held once in every quarter after takeover of
Modaraba as required by the Code prior to approval of interim and final results of the
Modaraba. The terms of reference of the Committee have been framed and advised to the
Committee forcompliance.

The Board has set-up an Internal Audit function on a full time basis. Arrangements are being
made fo Reinforce the department to make it more effective.

The statutory auditors of the Modaraba have confirmed that they have been given a
satfisfactory rating under the quality control review programme of the Institute of Chartered
Accountants of Pakistan, that they or any of the partners of the firm, their spouses and minor
children do not hold certificates of the Modaraba and that the firm and allits partners are in
compliance with International Federation of Accountants (IFAC) guidelines on code of
ethics as adopted by Institute of Chartered Accountants of Pakistan.

The statutory auditors or the persons associated with them have not been appointed to
provide other services except in accordance with the listing regulations and the auditors
have confirmed that they have observed IFAC guidelinesin thisregard.

Allrelated party transactions of the Modaraba are executed in accordance with the policy
of the Modaraba. The related party transactions have been place before the Audit
Committee and approved by the Board of Directors to comply with the requirements of
listing regulations of the Stock Exchanges.

We confirm that all other material principles contained in the Code have been complied

with.
3

Ve

Karachi Basheer A. Chowdry
Date: September24,2010 Chief Executive
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REVIEW REPORT TO THE CERTIFICATE HOLDERS ON STATEMENT OF
COMPLIANCE WITH BEST PRACTICES OF CODE OF CORPORATE GOVERNANCE

We have reviewed the Statement of Compliance with the best practices contained in the Code of
Corporate Governance prepared by the Board of Directors of Al-Zamin Modaraba Management
(Private) Limited (the Modaraba Company) in respect of Trust Modaraba (the Modaraba) o
comply with the Listing Regulations No. 37 of the Karachi, Lahore and Islamabad Stock Exchanges,
where the Modarabaiislisted.

The responsibility for compliance with the Code of Corporate Governance is that of the Board of
Directors of the Modaraba Company. Our responsibility is to review, to the extent where such
compliance can be objectively verified, whether the Statement of Compliance reflects the status
of the Modaraba's compliance with the provisions of the Code of Corporate Governance and
reportifit does not. Areview is limited primarily o inquiries of the Modaraba personnel and review of
various documents prepared by the Modaraba Management Company to comply with the Code.

As part of our audit of financial statements we are required to obtain an understanding of the
accounting and internal control systems sufficient to plan the audit and develop an effective audit
approach. We are not required to consider whether the Board's statement on internal controls
covers all the risks and conftrols, or to form an opinion on the effectiveness of such internal conftrols,
the modaraba's corporate governance procedures and risks.

Further, sub-regulation (xiii) of Listing Regulation No. 37 notfified by the Karachi Stock Exchange
(Guarantee) Limited vide circular KSE/N-269 dated 19 January 2009 requires the Modaraba to
place before the Board of Directors of the Modaraba Company for their consideration and
approval related party transactions distinguishing between fransactions carried out on terms
equivalent to those that prevail in arm's length tfransactions and tfransactions which are not
executed at arm's length price recording proper justifications for using such alternate pricing
mechanism. Further, all such transactions also required to be separately placed before the audit
committee. We are only required and have ensured compliance of requirement to the extent of
approval of related party transactions by the board of directors and placement of such
fransactions before audit committee. We have not carried out any procedures to determine
whethertherelated party fransactions were undertaken at arm's length price or nof.

Based on our review, nothing has come to our attention which causes us to believe that the
Statement of Compliance does not appropriately reflect the Modaraba's compliance, in all

material respects, with the best practices contained in the Code of Corporate Governance as
applicable to the Modaraba for the yearended 30 June 2010.

Ernst & Young Ford Rhodes Sidat Hyder
Chartered Accountants

Lahore: September 24, 2010
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AUDITORS’ REPORT TO THE CERTIFICATE HOLDERS

We have audited the annexed balance sheet of Trust Modaraba as at 30 June 2010 and the related
profit and loss account, statement of comprehensive income, cash flow statement and statement
of changes in equity together with the notes forming part thereof (hereinafter referred to as the
financial statements), for the year then ended and we state that we have obtained all the
information and explanations which, to the best of our knowledge and belief, were necessary for
the purposes of our audit.

These financial statements are the Management Company's [Al-Zamin Modaraba Management
(Private) Limited] responsibility who is also responsible to establish and maintain a system of internal
control, and prepare and present the above said statements in conformity with the approved
accounting standards as applicable in Pakistan and the requirements of the Modaraba
Companies and Modaraba (Floatation and Control) Ordinance, 1980 (XXXI of 1980), and the
Modaraba Companies and Modaraba Rules, 1981. Our responsibility is fo express an opinion on
these statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan.
These standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of any material misstatement. An audit includes
examining on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting policies and significant estimates
made by the Modaraba Company, as well as, evaluating the overall presentation of the financial
statements. We believe that our audit provides a reasonable basis for our opinion and, after due
verification, we report that:

a) in our opinion, proper books of account have been kept by the Modaraba Company in
respect of Trust Modaraba as required by the Modaraba Companies and Modaraba
(Floatation and Control) Ordinance, 1980 (XXXI of 1980), and the Modaraba Companies
and Modaraba Rules, 1981;

b) in our opinion:

i) the balance sheet and profit and loss account together with the notes thereon have
been drawn up in conformity with the Modaraba Companies and Modaraba
(Floatation and Control) Ordinance, 1980 (XXXI of 1980), and the Modaraba
Companies and Modaraba Rules, 1981, and are in agreement with the books of
account and are further in accordance with accounting policies consistently
applied except for the changes as stated in notes 2.3.1 and 2.3.2 to the financial
statements with which we concur;

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

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

c) in our opinion and to the best of ourinformation and according to the explanations given
to us, the balance sheet, profit and loss account, statement of comprehensive income,
cash flow statement and statement of changes in equity fogetherwiththe notfes forming
part thereof conform with approved accounting standards as applicable in Pakistan, and,
give the information required by the Modaraba Companies and Modaraba (Floatation
and Control) Ordinance, 1980 (XXXI of 1980), and the Modaraba Companies and
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Modaraba Rules, 1981, in the manner so required and respectively give a true and fair view
of the state of the Modaraba's affairs as at 30 June 2010 and of the profit, its cash flows and
changesinequity forthe yearthenended; and

d) in our opinion, no Zakat was deductible at source under the Zakat and Ushr Ordinance,
1980.

Without qualifying our opinion, we draw attention to the matter stated in note 15.2.1 to these
financial statements the ultimate outcome of which cannot presently be determined and, hence,
no loss that may result there from has beenrecorded in these financial statements.

Ernst & Young Ford Rhodes Sidat Hyder

Chartered Accountants

Lahore: September 24, 2010
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BALANCE SHEET
AS AT 30 JUNE 2010
2010 2009

ASSETS Note Rupees Rupees
Current assets
Cash and bank balances 5 8,313,978 8,161,115
Short term investments 6 7,498,486 28,783,455
Advances, deposits, prepayments and other receivables 7 2,038,898 1,514,546
Short term murabaha finances 8 106,978,848 105,801,867
Current portion of long term murabaha finances 9 39,103,032 32,627,839
ljarah rental receivables 10 15,987,807 10,819,581
Accrued profit 11 1,079,856 2,004,481
Tax refunds due from Government 263,446 -
Trade debts 2,804,055 -
Stock in frade 12 990,439 -
Total current assets 185,058,845 189,712,884
Non-current assets
Long term murabaha finances 9 11,133,400 29,352
Long term deposits 13 394,862 184,862
Long ferm investments 14 11,359,267 20,328,141
Fixed assets 15 163,187,531 89,797,294
Total non-current assets 186,075,060 110,339,649
Total Assets 371,133,905 300,052,533
LIABILITIES
Current liabilities
Current portion of customers' security deposits 16 8,968,580 3,437,005
Creditors, accrued and other liabilities 17 24,636,422 9,169,349
Taxation - net - 2,945,133
Total current liabilities 33,605,002 15,551,487
Non-current liabilities
Customers' security deposits 16 57,947,078 27,472,495
Total liabilities 91,552,080 43,023,982
NET ASSETS 279,581,825 257,028,551
REPRESENTED BY
CAPITAL AND RESERVES
Certificate capital 18 298,000,000 298,000,000
Reserves 19 (18,418,175) (40,971,449)

279,581,825 257,028,551
CONTINGENCIES AND COMMITMENTS 20

The annexed notes from 1 to 38 form an integral part of these financial statements.
CHIEF EXECUTIVE OFFICER DIRECTOR DIRECTOR
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PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 30 JUNE 2010

Income from leasing (ljarah) operations
Profit on murabaha finances

Dividend income on equity investments
Profit on long term investment - available-for-sale

Profit on short term investment - held-to-maturity

Profit on sale of short term investments - held-for-trading

Note

21
22

Profit on sale of long term investments - available-for-sale

Trading income

Other income

Reversal/(provision) against non performing
murabaha finances-net

Impairment on available-for-sale investments

Depreciation on fixed assets given on lease/ijarah
Administrative expenses

Other charges

Modaraba management company's fee
Profit/(loss) before taxation

Taxation

Profit/(loss) after taxation

Earnings/(loss) per certificate - basic and diluted

23
24

25

15
26
27

28

29

2010 2009
Rupees Rupees
38,499,478 29,594,351
11,361,885 12,912,529
884,840 577,781
1,372,101 474,509
1,443,620 140,453
915,620 2,468,734
2,419,700 -
701,282 -
1,706,327 1,329,154
59,304,853 47,497,511
2,994,210 (9,754,646)
(393,325) (32,241,349)
61,905,738 5,501,516
28,800,260 24,254,557
8,949,909 14,088,307
1,431,357 245,933
(39,181,526) (38,588,797)
22,724,212 (33,087,281)
(2,272,421) -
20,451,791 (33,087,281)
2,945,133 -
23,396,924 (33,087,281)
0.79 (1.11)

The annexed notes from 1 to 38 form an integral part of these financial statements.

&

CHIEF EXECUTIVE OFFICER

Se 2

DIRECTOR

DIRECTOR
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STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2010

2010 2009
Rupees Rupees
Profit / (loss) for the year 23,396,924 (33,087,281)
Other comprehensive Income
Net unrealized (loss)/gain on available-for-sale investments (843,650) 524,100
Total comprehensive income/(loss) for the year 22,553,274 (32,563,181)

The annexed notes from 1 to 38 form an integral part of these financial statements.

CHIEF EXECUTIVE OFFICER DIRECTOR
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CASH FLOW STATEMENT
FOR THE YEAR ENDED 30 JUNE 2010

2010 2009
Rupees Rupees
CASH FLOWS FROM OPERATING ACTIVITIES
Profit/(loss) for the year 20,451,791 (33,087,281)
Add / (less) adjustment for :
Depreciation 29,186,829 24,577,539
(Reversal)/provision against non performing murabaha finance (2,994,210) 9,754,646
Impairment of investments 393,325 32,404,782
Loss/(gain) on disposal of fixed assets 167,888 (893,574)
Dividend income (273,250) (577,781)
26,480,582 65,265,612
Cash from operating activities before changes in working capital 46,932,373 32,178,331
Changes in working capital
(Increase) / decrease in current assets:
Short term investment 21,284,968 (620,022)
Advances, deposits, prepayments and other receivables (862,692) (285,663)
Short term murabaha finance 1,817,229 20,716,293
Long term murabaha finance (17.579,241) -
ljarah rental receivables (5,168,226) (10,599,231)
Trade debfts (2,804,055) -
Stock in trade (990,439) -
(4,302,456) 9,211,377
Increase / (decrease) in current liabilities:
Creditors, accrued and other liabilities 15,467,073 (10,415,325)
Customers' security deposits 36,006,158 25,732,145
51,473,231 15,316,820
Cash from operating activities 94,103,148 56,706,528
Taxes paid (263,446) (290,524)
Profit received on short term investments 924,626 2,803
Dividend paid - (6,871)
Net cash from operating activities 94,764,328 56,418,936
CASH FLOWS FROM INVESTING ACTIVITIES
Fixed capital expenditure (including assets given on ijarah) (119,207,477) (70,346,033)
Sale proceeds of fixed assets (including assets given on ijarah) 16,462,523 2,695,263
Sale/(purchase) of Investments - net 7,731,899 (9,389,866)
Long term deposits paid during the year (210,000) -
Dividend received 611,590 577,781
Net cash used in investing activities (94,611,465) (76,462,855)
CASH FLOWS FROM FINANCING ACTIVITIES
Increase in certificate's holder equity - 25,000,000
Net cash (used in) / from financing activities - 25,000,000
Net increase in the cash and cash equivalents 152,863 4,956,081
Cash and cash equivalents at the beginning of year 8,161,115 3,205,034
Cash and cash equivalents at the end of year 8,313,978 8,161,115
The annexed notes from 1 to 38 form an integral part of these financial statements.
= g,ﬁ,h
/ 2
CHIEF EXECUTIVE OFFICER DIRECTOR DIRECTOR
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2010

1.

1.1

2.1

2.2

23

2.3.1

LEGAL STATUS AND NATURE OF BUSINESS

Trust Modaraba was formed in Pakistan under the Modaraba Companies and Modaraba
(Floatation and Conftrol) Ordinance, 1980 and the Rules framed there under and had been
managed by Trust Management Services (Private) Limited (TMSL). The registration of the
Management Company was cancelled by the Registrar Modaraba vide order dated 20
August 2007 and consequently, an Administrator had been appointed to profect the
intferest of the certificate holders till new management is decided upon. During last year,
vide SECP Order dated 30 January 2009, the Administrator ceased to hold his office with
effect from 23 February 2009 and Al-Zamin Modaraba Management (Private) Limited
(AMML) has took over the control of the Modaraba along with all assets, liabilities and
confingencies and commitments. Under the terms of this take over arrangement, AMML has
injected Rs. 25 million as certificate deposit money into the fund of the Modaraba against
which Modaraba certificates has beenissued to AMML on 04 June 2009.

The Modaraba is perpetfual, multi-purpose and multi-dimensional, engaged in the business
of Murabahas, Musharikas, leasing (ijraha), investment in marketable securities and other
permissible businesses. The Modaraba commenced its business operations from 12
November 1991. It is situated at 301-320, 3rd Floor, Garden Heights, 8-Aibak Block, New
GardenTown, Lahore. Itis listed on the Karachi, Lahore and Islamabad Stock Exchanges.

STATEMENT OF COMPLIANCE

These Financial Statements have been prepared in accordance with approved
accounting standards as applicable in Pakistan except for IAS-17, and the requirements of
the Companies Ordinance, 1984, Modaraba Companies and Modarabas (Flotation and
Control) Ordinance, 1980, Modaraba Companies and Modaraba Rules, 1981 and
Prudential Regulations for Modarabasissued by the Securities and Exchange Commission of
Pakistan. Approved accounting standards comprise of such International Financial
Reporting Standards (IFRS), International Accounting Standards (IAS) as notified under the
provisions of the Companies Ordinance, 1984. Wherever, the requirements of the approved
accounting standards differ with the requirement of Companies Ordinance, 1984,
Modaraba Companies and Modarabas (Floatation and Confrol) Ordinance, 1980,
Modaraba Companies and Modaraba Rules, 1981 or the directives issued by the Securities
and Exchange Commission of Pakistan (SECP), the requirement of later take precedence.

Standards not complied in preparation of the financial statements by the Modaraba

SECP vide its circular No. 10 of 2004 dated 13 February 2004 has deferred, fill further orders,
the applicability of Infernational Accounting Standard (IAS) 17 “Leases” on Modarabas with
effect from 1 July 2003 and advised the management companies of modarabas that they
may continue to prepare the financial statements of the Modarabas without applying the
requirements of the said IAS to the Modarabas.

Changes in accounting policy and disclosures

The revised IAS 1: Presentation of Financial Statements was issued in September 2007 and
became effective for financial years beginning on or after 01 January 2009. The revised
standard separates owner and non-owner changes in equity. The statement of changesin
equity includes only details of transactions with owners, with non-owner changes in equity
presented as a single line. In addition, the standard has infroduced the statement of
comprehensive income: it presents all items of recognized income and expense, either in

Annual Report ‘ 2010 m



AAAAAAAA

one single statement, orin two linked statements. Accordingly, the Modaraba has added a
separate statement of comprehensive income in these financial statements. Comparative
information has also beenrepresented to bring itin conformity with the revised standard.

The revised IAS 1 also requires that when the entity applies an accounting policy
retrospectively or makes retrospective statement or reclassifies items in the financial
statements, it should present arestated financial position (balance sheet) as at beginning of
comparative period in addifion to the current requirement of presenting the balance sheet
as atthe end of the current and the comparative period.

As the change in accounting policy impacts only the presentation aspects, there is no
impact on the earnings of Modaraba.

2.3.2 Adoption of Islamic Financial Accounting Standard - 1 “Murabaha”

IFAS 1 “Murabaha”, infroduced by the Institute of Chartered Accountants of Pakistan and
notified for adoption by Securities and Exchange Commission of Pakistan, vide SRO
865(1)/2005 dated 24 August 2005, by all financial institutions for the period beginning on or
after 01 January 2006. As Modaraba Association of Pakistan (MAP) was of the view that the
Islamic Financial Accounting Standards was not applicable to modarabas as MAP has not
received any instruction in this regard from Registrar Modaraba. The matter of IFAS -1 is sfill
under consideration of MAP. However, the Modaraba has opted to apply the standard in
current year financial statements. Pursuant to requirements of the said standard, funds
disbursed for purchase of goods are recorded as ‘Advance against Murabaha'. On
culmination of murabaha transaction, i.e. sale of goods to the customer, murabaha
financingisrecorded at the invoiced amount and profitisrecognized on time proportionate
basis. Profit on that portion of sale revenue not due for payment is deferred and recognized
as liability. Goods purchased by the Modaraba but remained unsold, if any with the
Modaraba at balance sheet date constitute inventories.

Modaraba'’s inventories are measured at lower of cost and net realizable value. Cost is
determined on the first in first out basis. Net penalty imposed on late realization of
murabahas receivables is credited to charity fund payable account and recognized as
liability.

Previously, murabaha financing were recorded at the cost of goods sold while profit on
murabaha transactions was recognized on accrual basis over the period of murabaha and
unrealised profit thereon was presented as other assets. As far as late realization of
murabahasreceivables was concerned, it was credited to murabahaincome.

This change in accounting policy is applied prospectively from 01 July 2009 as retrospective
applicationisimpracticable.

The effect of change on the current period financial statements is as follows:

Rupees
Increase in short-term murabaha financing 5,054,495
Increase in long-term murabaha financing 4,296,055
Increase in deferred income on murabaha 9,350,552
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4.1

Standards, interpretations and amendments to published approved accounting standards
those are not yet effective

The following revised standards, amendments and interpretations with respect to the
approved accounting standards as applicable in Pakistan would be effective from the
dates mentioned below against the respective standard orinterpretation:

Effective date
(accounting periods
Standard or Interpretation beginning on or after)

IAS 32 - Financial Instruments: Presentation
- Classification of Rightlssues (Amendment) 01 February 2010

IAS 24 - Related Party Disclosures (Revised) 01 January 2011

IFRS 2 - Share-based Payment: Amendments
relating to Group Cash-settled Share-based
Payment Transactions 01 January 2010

IFRIC 14 - 1AS 19 - The Limit on Defined Benefi
Assets, Minimum Funding Requirements and
their Interaction (Amendments) 01 January 2011

IFRIC 19 - Extinguishing Financial Liabilities with
Equity Instruments 01 July 2010

Modaraba expects that the adoption of the above revisions, amendments and
interpretations of the standards will not affect the Modaraba'’s financial statements in the
period of initial application.

In addition to the above, amendments to various accounting standards have also been
issued by the IASB as a result of its annual improvement project in April 2009. Such
improvements are generally effective for accounting periods beginning on or after 01
January 2010. Modaraba expects that such improvements to the standards will not have
any material impact on the Modaraba’s financial statements in the period of initial
application.

Basis of measurement

These financial statements have been prepared under the historical cost convention,
excepft certain financialinstruments which are measured at fair value.

SIGNIFICANT ACCOUNTING POLICIES

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
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exercise its judgment in the process of applying the Modaraba'’s accounting policies.
Estimates and judgments are continually evaluated and are based on historic experience
and other factors, including expectations of future events that are believed to be
reasonable under the circumstances. Revisions to accounting estimates are recognized in
the period in which the estimate is revised and in any future period affected. In the process
of applying the Modaraba’s accounting policies, management has made the following
estimates and judgments which are significant to the financial statements.

4.1.1 Useful lives, pattern of flow of economic benefits and impairment

Estimates with respect to residual values and depreciable lives and paftern of flow of
economic benefits based on the analysis by the management of the Modaraba. Further,
the Modaraba reviews the value of the assets for possible impairments on an annual basis
and any change in the estimates in the future might affect the carrying amount of
respective item of property, plant and equipment, with a corresponding effect on the
depreciation charge andimpairment established.

4.1.2 Provisions against non performing financings

The Modarabareviewsits overdue leases at eachreporting date to assess whether provision
should be recorded in the profit and loss account, in addition o the mandatory provisions
required in accordance with the Prudential Regulations issued by the Securities and
Exchange Commission of Pakistan. In particular, judgment by management is required in
the estimation of the amount and timing of future cash flows when determining the level of
provision required. Such estimates are based on assumptions about a number of factors
and actualresults may differ, resulting in future changes to the provisions.

4.2 Cash and cash equivalents

For the purpose of cash flow statement, cash and cash equivalents comprise cash in hand,
cash at bank and other short-term highly liquid instruments that are readily convertible to
known amounts of cash and which are subject to aninsignificant risk of changesin value.

4.3 Investments
4.3.1 Available-for-sale

These are initially measured at cost, being the fair value of consideration given. At
subsequent reporting dates, these investments are re-measured at fair value. For listed
securifies, fair value is determined on the basis of period end bid prices obtained from stock
exchange quotations, while for unquoted securities, fair value is determined considering
break up value of securities.

All purchases and sales of investments are recognized on the trade date which is the date
when Modaraba commits to purchase or sell the investment. Cost of purchase includes
fransaction cost.

Changesin carrying value are recognized in equity until the investment is sold or determined

to be impaired at which time the cumulative gain or loss previously recognized in equity is
included in profit andloss account for the year.
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4.3.2 Held-for-trading

Investments that are acquired principally for the purpose of generating a profit from short
term fluctuations in price are classified as frading investments and included in current
assets. These are initially measured at cost and at subsequent reporting dates, these
investments are re-measured at fair value. Realized and unrealized gains and losses arising
from changes in fair value are included in profit and loss account for the year in which they
arise.

The fair value of publicly fraded securifies is based on market prices quoted on the Karachi
Stock Exchange at the balance sheet date. The investment for which a quoted market
price is not available, are measured at cost asitis not practical to apply any other valuation
methodology.

All purchases and sales of investments are recognized on the trade date which is the date
that Modaraba commits to purchase or sell the investment. Cost of purchase includes
transaction cost.

Ateach balance sheet date, Modarabareviews the carrying amounts of the investments to
assess whether there is any indication that such investments have suffered an impairment
loss. If any such indication exists, the recoverable amount is estimated in order to determine
the extent of the impairment loss, if any. Impairment losses are recognized as expense. In
respect of 'available for sale' financial assets, cumulative impairment loss less any
impairment loss on that financial assets previously recognized in profit and loss account is
removed from equity and recognized in the profit and loss account. Impairment losses
recognized in the profit and loss account on equity instruments are not reversed through the
profit andloss account.

4.3.3 Held-to-maturity

Investments with fixed or determinable payments and fixed maturity and where the
Modaraba has positive infent and ability fo hold to maturity are classified as held to
maturity. These are initially recognized at cost inclusive of fransaction costs, less impairment
loss, if any recognized to reflect imrecoverable amount and are subsequently carried af
amortized cost using the effective interest rate method. This method uses an effective
interest rate that exactly discounts estimated future cash receipts through the expected life
of the investment to its net carrying amount. Gains and losses are recognized in the profit
and loss account when the investments are de-recognized or impaired, as well as through
the amortization process.

4.4 Murabaha

Murabahato the purchase ordereris sale transaction wherein the first party (the Modaraba)
sells fo the client / customer sharia compliant asset / goods for cost plus a pre-agreed profit.
In principal on the basis of undertaking (promise-to—purchase) from the client (the purchase
ordered), The modaraba purchases the assets/goods subject of the Murabaha from third
party and takes possession thereof, however, the Murabaha can appoint the client as its
agent to purchase the assets/goods on behalf. Thereafter, its sells it to the client at cost plus
the profit agreed upon in the promise. Murabaha financing is recorded at the invoiced
amount and profitisrecognized. Profit on that portion of sale revenue not due for paymentis
deferred and recognized as liability. Goods purchased by the Modaraba but remained
unsold, if any with the Modaraba at balance sheet date constitute inventories.
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4.5 Leases (ljarahs)

Lease Agreements executed before 01 July 2008, Modarabas are required to enterinto the
lease contractsin accordance with the principles of Sharia and in the form approved by the
Modaraba’s Religious Board. The principles of Sharia prohibit the Modaraba from
undertaking any interest based transactions. The application of these principles have
profound implications on the accounting treatment forleases which are divergent from the
accounting freatment pronounced by the International Accounting Standard (IAS) 17
Leases, which are explained as follows:

(i) Although all the leases entered into by the Modaraba are fully paid out leases but, in
accordance with the principles of Sharia substantial risks and rewards incidental to
ownership of leased assets remain with the Modaraba as a lessor and are not
transferred to the lessee, and

(ii) The method of income recognition of finance lease prescribed by IAS-17 is
interest based which is against the injunctions of Sharia.

In view of the above anomalies andin accordance with the injunctions of Sharia, the leased
out assetisrecordedin Modaraba's accounts as operating lease.

4.6 Tangible fixed assets
4.6.1 Operating fixed assets in own use and depreciation

Operating fixed assets are stated at cost less accumulated depreciation. Depreciation is
charged toincome applying the straight-line method at the rates givenin note 15.2.

Depreciation on additions to operating fixed assets is charged from the month in which the
asset is acquired while no depreciation is charged for the month in which the asset is
disposed off.

Maintenance and normal repairs are charged to income as and when incurred. Major
renewals and improvements are capitalized. Gain/loss on disposal of assets is charged o
currentyear’'sincome.

4.6.2 Assets given to customers on lease and depreciation

Leased assefs are stated at cost less accumulated depreciation. Depreciation is charged
toincome applying the straight line method whereby the cost of an asset less salvage value
is written off over the leased period, which is considered to be the estimated useful life of the
asset. Depreciation on additions and disposals during the year is charged proportionately
from the date of commencement of the lease to the date of its maturity/tfermination.

4.6.3 Assetls given to customers under ijarah agreements

Assets given to customers under ijarah arrangements on or affer July 01, 2008 are
accounted for as operating lease and are stated at cost less accumulated depreciation
and impairment loss, if any. Assets under ijarah arrangements are depreciated on straight
line basis over the shorter of ijarah term or asset’s useful life. In respect of additions and
transfer during the year, depreciationis charged proportionately to the period of ijarah.
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4.6.4 Impairment

Services of independent valuers are used to value the assefs. An impairment loss is
recognized wherever the carrying amount of the asset exceeds its recoverable amount.
Impairment losses are recognized in profit and loss account. A previously recognized
impairment loss is reversed only if there has been a change in the estimates used to
determine the asset's recoverable amount since the last impairment loss was recognized. If
that is the case, the carrying amount of the asset is increased to its recoverable amount.
That increased amount cannot exceed the carrying amount that would have been
determined, net of depreciation, had no impairment loss been recognized for the asset in
prior years. Suchreversalisrecognized in profit orloss account.

4.7 Trade debts

Trade debts originated by Modaraba are recognized and carried at original invoice
amount less an allowance for any uncollectible amounts. Known bad debts are written off
and provisionis made against debts considered doubtful when collection of the fullamount
isnolonger probable.

4.8 Inventories
Murabaha transaction are entered into on customer order basis, therefore, in normal
circumstances there is no inventory. However, if any inventory remains unsold by the
modaraba af period end will be measured at lower of cost and netrealizable value. Costis
determined on the firstin first out basis.

4.9 Revenue recognition

4.9.1 Murabaha profit
Profit on finances under Murabaha arrangements is recognized on a pro-rata basis taking
info account the duration of placement of funds. Income on Murabaha executed on or
after 1 July 2009 is accounted for on culmination of murabaha transaction. However, profit
not due for paymentin the current year is deferred by accounting for unearned murabaha
income with corresponding credit to deferred Murabaha income which is recorded as a
liability. The same is thenrecognized asrevenue on a time proportionate basis.

4.9.2 Musharika profit

The profit on Musharikas is shared by the customer and the Modaraba in an agreed rafio
based on projectedrate of profit on eachinvestment.

4.9.3 Lease rentals

The Modaraba records all lease fransactions as operatfing leases. Lease rentals are
recognized asincome when lease installments become due under the agreements.

4.9.4 ljarah rentals

For ijarah agreements executed on or after July 01, 2008 ijarah rentals are recognized as
income on accrual basis as and when the rental become due over the ijarah period.
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4.9.5 Dividend income

Dividend income is recognized when the right to receive payment is established.
4.9.6 Capital gain or loss

Capital gain or loss on sale of investments is recognized in the period in which it arises.
4.10 Taxation

Current:

Provision for current taxation is based on taxable income at current rates of faxation after
taking into account applicable tax credit, rebates and exemption available, if any, the
income of non-tfrading modarabas is exempt from tax provided that not less than 90% of
their profits are distributed to the certificate holders.

Deferred:

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

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

4.11 Financial instruments

Financialinstrumentsinclude long ferm deposits, trade debts, advances, deposits and other
receivables, cash and bank balances, murabaha finances, ijarah rental receivables,
investments, creditors, accrued and otherliabilites.

Financial assets and liabilities are recognized at the time the Modaraba becomes a party to
the contractual provisions of the instruments.

The particular measurement methods adopted are disclosed in the individual policy
statements associated with eachitem.

Financial assets are derecognized when the Modaraba loses control of the contractual
rights that comprise the financial asset. 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 derecognized when the obligation specified in the confract is

discharged, cancelled or expired. Any gain or loss on subsequent measurement and de-
recognitionis charged to the profit and loss account currently.
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Financial assets and liabilities are offset when the Modaraba has alegally enforceable right
to offset andintends to settle either on a net basis or torealize the asset and settle the liability

simultaneously.

Retirement and termination benefits

The Modaraba operates a defined conftributory approved provident fund for all its
employees. The Modaraba and the employees both make equal monthly contributions to

the fund at the rate of 10% of the basic salary of employees.

Dividend

Dividend distribution to the Modaraba’s certificate holders is recognized as a liability in the
financial statements in the period in which the dividends are approved by the Modaraba

Management Company.

CASH AND BANK BALANCES Note

Cash in hand
Balances with bank in:
Current accounts
Deposit accounts (5.1)

These carry profit at the rate of 5% (2009: 5%) per annum.
SHORT TERM INVESTMENTS

Held to maturity
Certificate of deposits (6.1)
Financial assets at fair value through profit
and loss - Held-for-trading
Shares of listed companies - at cost (6.2)
Less: Unrealized loss on revaluation of

held-for-frading investments

(6.2)

2010 2009

Rupees Rupees
3.733 1,380
8,294,282 8,081,869
15,963 77,866
8,310,245 8,159,735
8,313,978 8,161,115
- 25,000,000
8,882,265 3,946,888
1,383,779 163,433
7,498,486 3,783,455
7,498,486 28,783,455

This represented Riba Free Monthly Murabaha Certificates held with Meezan Bank Limited

and carried profit @ 8.59% per annum.

2010 2009
Average Market Average Market
cost value cost value
Shares of listed companies ~  ------m-mmmoe- Rupees----—-----——----RUpees-—----------
Nishat Mills Limited - - 97,770 94,550

Nil (2009: 2,500) ordinary shares of
Rupees 10 each fully paid
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2010 2009
Average Market Average
cost value cost

Market
value
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Pakistan Telecommunication Company Lid.

155,000 (2009: 10,000) ordinary shares of
Rupees 10 each fully paid

Attock Refinery Limited
Nil (2009: 7,000) ordinary shares of
Rupees 10 each fully paid

Pakistan Petroleum Limited
2,000 (2009: 3,000) ordinary shares of
Rupees 10 each fully paid

Lucky Cement Limited
Nil (2009: 9,900) ordinary shares of
Rupees 10 each fully paid

Descon Oxychem Limited
6,500 (2009: Nil) ordinary shares of
Rupees 10 each fully paid

Lotte Pakistan PTA Limited
10,000 (2009: Nil) ordinary shares of
Rupees 10 each fully paid

Azgard Nine Limited
40,000 (2009: Nil) ordinary shares of
Rupees 10 each fully paid

Pakistan International Airlines
102,702 (2009: Nil) ordinary shares of
Rupees 10 each fully paid

The Hub Power Company Limited
15,000 (2009: Nil) ordinary shares of
Rupees 10 each fully paid

Pak Suzuki Motor Company Limited
2,000 (2009: Nil) ordinary shares of
Rupees 10 each fully paid

Kohinoor Textile Mills Limited
191,063 (2009: Nil) ordinary shares of
Rupees 10 each fully paid

Pakistan State Oil Company Limited
2,000 (2009: Nil) ordinary shares of
Rupees 10 each fully paid

3,200,740

401,868

45,661

95,848

607,570

315,056

499,370

165,186

1,261,547

627,097

2,759,000

368,240

31,070

80,600

446,400

282,431

479,400

158,540

1,073,775

520,400

196,339

883,762

570,708

594,031

172,400

873,530

568,620

579,447
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2010 2009
Average Market Average Market
cost valve cost value
---------------- Rupees----——--reseeeeecRU P € € S-mmmmmmemes
D.G.Khan Cement Company Limited 1,108,634 897,560 - -
38,000 (2009: Nil) ordinary shares of
Rupees 10 each fully paid
Fauji Cement Company Limited 168,120 113,750 - -
25,000 (2009: Nil) ordinary shares of
Rupees 10 each fully paid
Engro Polymer & Chemicals Limited 72,290 50,200 - -
5,000 (2009: Nil) ordinary shares of
Rupees 10 each fully paid
Pakistan Oilfields Ltd - - 223,290 218,850
Nil (2009: 1,500) ordinary shares of
Rupees 10 each fully paid
Engro Chemicails Lid - - 410,546 385,290
Nil (2009: 3,000) ordinary shares of
Rupees 10 each fully paid
Mari Gas Company Lid - - 180,744 178,598
Nil (2009: 1,200) ordinary shares of
Rupees 10 each fully paid
Packages Lid - - 167,183 157,040
Nil (2009: 1,000) ordinary shares of
Rupees 10 each fully paid
ICI Pakistan Limited 313,278 237,120 534,582 490,875
2,000 (2009: 3,500) ordinary shares of
Rupees 10 each fully paid
Dawood Hercules Lid - - 87,933 64,255
Nil (2009: 500) ordinary shares of
Rupees 10 each fully paid
8,882,265 7,498,486 3,946,888 3,783,455
7. ADVANCES, DEPOSITS, PREPAYMENTS 2010 2009
AND OTHER RECEIVABLES Note Rupees Rupees
Advances to employees against salary - Considered good 23,339 64,956
Security deposits 14,500 151,000
Prepayments 649,735 85,324
Due from brokers against sale of shares 90,385 201,683
Receivable from Trust Management Services (7.1) 9.366,164 9,366,164
(Private) Limited
Provision for doubtful receivables (9.366,164) (9.366,164)
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Legal suits charges receivable
Provision for doubtful receivables

Late payment charges receivable
Less: Suspended income

Sundry receivables
Provision for doubtful receivables

Note

2010 2009
Rupees Rupees
2,938,534 2,843,844
(2,551,034) (2,671,344)
387,500 172,500
3,223,033 3,223,033
(3,223,033) (3,223,033)
1,165,291 1,130,935
(291,852) (291,852)
873,439 839,083
2,038,898 1,514,546

7.1  This represents advance given to ex-management company against its management

fee and expenses paid on behalf of ex-management company.

8. SHORT TERM MURABAHA FINANCES - Secured

Considered good 58,515,199 48,457,234
Considered doubtful

- Regular parties 68,899 8,223,899
- Parties under litigation (8.2) 117,924,307 121,631,605
117,993,206 129,855,504

Provision for classified receivables under
Prudential Regulations for Modarabas (8.3) (69,529,557) (72,510,871)
106,978,848 105,801,867
8.1 The Modaraba has sold goods under Murabaha arrangements whereby payment is

deferred along with specified profit margin. These finances are secured by way of
hypothecation/pledge of stocks, shares of listed public limited companies, mortgage of
properties, demand promissory notes, charge on assets and personal guarantees.

8.2 Rs. 117.924 million (2009: Rs. 121.631 million) is receivable from 18 (2009: 21) customers under
Murabaha finance. Legal proceedings against these customers are in process in the
Honorable Courts of Law. The Courts have awarded decree in favour of Modaraba in 16
(2009: 19) cases for recovery of Rs.120,967,331 (2009: Rs. 157,585,418), while execution
petitions for these cases are pending. Seftlement / compromise agreements have been

made with two parties during the yearended 30 June 2010.

E Annual Report | 2010




8.3

8.3.1

8.4

9.1

9.2

2010 2009

Provision for classified receivables under Note Rupees Rupees
Prudential Regulations

Opening balance 72,510,871 62,769,121
Provision for the year (25)&(8.3.1) - 9,741,750
Reversal due to recovery (25) (2,981,314) -

69,529,557 72,510,871

Provision is adjusted for any amount of liquid assets, realizable without recourse to a court of
low and the forced sale value of any mortgaged/pledged securities as valued by
professional valuers.

Murabaha finance includes an amount of Rs. 50,159,709 which have been disbursed
subsequent to 01 July 2009 and have been recognized as per requirement of IFAS-1 as
referred to note 2.3.2 .The relevant disclosure is as follows:

Murabaha receivables - net 45,105,214 -
Add: Deferred income on murabaha 5,054,495 -
50,159,709 -

LONG TERM MURABAHA FINANCES - Secured

Considered good 17,935,800 -

Considered doubtful (2.2) 40,300,632 40,670,087
58,236,432 40,670,087

Current portion grouped under current assets (2.3) (47,103,032) (40,640,735)
11,133,400 29,352

The Modaraba has sold goods under murabaha arrangements whereby payment is
deferred along with specified profit margin. These finances are secured by way of
hypothecation/pledge of stocks, shares of listed public limited companies, mortgage of
properties, demand promissory notes, charge on assets and personal guarantees.

It includes Rs. 40.250 million (2009: Rs. 40.516 million) receivable from 2 (2009: 2) customers
under murabaha finance which is under litigation. Legal proceedings against these
customers are in process in the Honorable Courts of Law. The Courts have awarded decree
in favour of Modaraba in these cases for recovery of Rs. 72.974 million (2009: Rs. 72.974
million). An agreement was setftled by court in respect of one party which has been fully
recovered subsequent to balance sheet date.
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2010 2009
Note Rupees Rupees
9.3 Current portion of long ferm murabaha finances
- Installments overdue 40,300,632 40,621,382
- Installments receivable within next 12 months 6,802,400 19,353

47,103,032 40,640,735
Provision for classified receivables under
Prudential Regulations for Modarabas (9.3.1) (8,000,000) (8.012,896)

39,103,032 32,627,839

9.3.1 Provisionis adjusted for any amount of liquid assets realizable without recourse to a court of
law and the forced sale value of mortgaged/pledged securities as valued by professional
valuers.

9.4 Murabaha finance includes an amount of Rs. 17,935,800 which has been disbursed
subsequent to 01 July 2009 and have been recognized as per requirement of IFAS-1 as
referred to note 2.3.2. The relevant disclosure is as follows:

Murabaha receivables - net 13,639,745 -
Add: Deferred income on murabaha 4,296,055 -
17,935,800

10. IJARAH RENTAL RECEIVABLES

Secured

ljarah rentals receivables - Considered good (10.1) 45,702,407 40,551,941
Suspended ijarah income - Considered doubtful (10.2) (22,424,387) (22,424,387)
Provision for doubtful ljarah rental receivables (10.3) (7,290,213) (7.307,973)

15,987,807 10,819,581

10.1 It includes receivable from a customer amounting to Rs.7,250,040 (2009: Rs.7,250,040)
against which the Modaraba has a claim due from a financial institution in respect of
prorata share of the sale proceed of jointly aftached two properties sold by the said
financialinstitution under the Court orders.

10.2 The movement in suspense account against lease rental receivable is given below:

Opening balance 22,424,387 19,828,063
For the year - 2,698,235
Recovery during the year - (101,911)

22,424,387 22,424,387

E Annual Report | 2010




10.3 Provision for doubtful ijarah rental receivables:

11.

12.

13.

14.

Opening balance
For the year

Recovery during the year

ACCRUED PROFIT

Profit receivable on long term investment

Profit on murabaha finances

Suspended income

Suspended income account against murabaha profit receivable is as follows:

Opening balance
For the year

Recovery during the year

STOCK IN TRADE

This represents goods purchased for tfrading purpose.

LONG TERM DEPOSITS

Central Depository Company

Others

LONG TERM INVESTMENTS

Available for sale

Equity secuirities - listed

Certificates of Mutual Funds - listed

Sukuk certificates - listed
Total investment at cost

Provision for diminution in value of
investments (impairment)

Note

(11.1)

(14.1)
(14.2)
(14.3)

(14.4)

Add : Unrealized (loss)/gain on revaluation of investments

Net investments at fair value

2010 2009
Rupees Rupees
7,307,973 15,771,973
(17,760) (8.464,000)
7,290,213 7.307,973
654,452 826,799
9,974,303 10,738,278
(9.548,899) (9.560,596)
425,404 1,177,682
1,079,856 2,004,481
9,560,596 9,574,360
135,616 48,257
(147,313) (62,021)
9,548,899 9,560,596
154,862 154,862
240,000 30,000
394,862 184,862
7,627,601 43,094,506
1,130,479 2,337,389
9,063,000 9,063,000
17.821,080 54,494,895
(6,142,263) (34,690,854)
11,678,817 19,804,041
(319,550) 524,100
11,359,267 20,328,141
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2010 2009
Average Market Average Market
cost value cost valve

14.1 Equity Securities - listed

Amin Spinning Mills Limited
400 (2009: 400) ordinary shares of
Rupees 10 each fully paid 7,516 1,560 7,516 1,200

Kohinoor Spinning Mills Limited
Nil (2009: 200) ordinary shares of
Rupees 10 each fully paid - - 10,290 570

Reliance Cotton Spinning Mills Limited
Nil (2009: 100) ordinary shares of
Rupees 10 each fully paid - - 1,000 2,400

Dewan Salman Fibres Limited
14,500 (2009: 39,500) ordinary shares of
Rupees 10 each fully paid 400,996 22,040 1,092,370 58,855

Kohinoor Textile Mills Limited
17,209 (2009: 283,312) ordinary shares of
Rupees 10 each fully paid 573,672 96,715 9,444,372 1,252,239

Fauji Cement Company Limited
79,000 (2009: 129,900) ordinary shares of
Rupees 10 each fully paid 1,606,713 363,545 2,612,165 856,041

Pakistan Telecommunication Company

Limited

Nil (2009: 195,000) ordinary shares of

Rupees 10 each fully paid - - 16,318,664 3,361,800

Pakistan PTA Limited
Nil (2009: 102,000) ordinary shares of
Rupees 10 each fully paid - - 1,449,061 291,720

Pakistan International Airlines

Corporation Limited 'A’

107,298 (2009: 220,000) ordinary shares of

Rupees 10 each fully paid 1,844,466 295,070 3,781,830 730,400
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2010 2009
Average Market Average Market
cost value cost value

Oil & Gas Development Company Limited
Nil (2009: 45,000) ordinary shares of
Rupees 10 each fully paid - - 7,756,849 3,538,800

Pakistan Cement Company Limited
750 (2009: 49,750) ordinary shares of
Rupees 10 each fully paid 9,353 2,055 620,389 134,325

Descon Oxychem Limited
26,500 (2009: Nil) ordinary shares of
Rupees 10 each fully paid 242,686 120,840 - -

Engro Polymer & Chemicals Limited
25,000 (2009: Nil) ordinary shares of
Rupees 10 each fully paid 575,150 251,000 - -

Lucky Cement Limited
270 (2009: Nil) ordinary shares of
Rupees 10 each fully paid 23,715 16,778 - -

D.G.Khan Cement Company Limited
5,000 (2009: Nil) ordinary shares of
Rupees 10 each fully paid 182,630 118,100 - -

Mari Gas Company Limited
2,000 (2009: Nil) ordinary shares of
Rupees 10 each fully paid 332,800 258,760 - -

ICI Pakistan Limited
5,000 (2009: Nil) ordinary shares of
Rupees 10 each fully paid 950,200 592,800 - -

Azgard Nine Limited

30,000 (2009: Nil) ordinary shares of

Rupees 10 each fully paid 877,704 334,796 - -
7,627,601 2,474,059 43,094,506 10,228,350
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2010 2009
Average Market Average Market
cost value cost value
---------------- Rupees----—---cee—----RUup ees-----------
14.2 Cerfificates of Mutual Funds
Investec Mutual Fund
28,500 (2009: 28,500) certificates of
Rupees 10 each 528,702 4,845 528,702 18,525
PICIC Energy Fund
Nil (2009: 20,000) certificates of
Rupees 10 each - - 253,625 90,000
PICIC Investment Fund
36,220 (2009: 61,220) certificates of
Rupees 10 each 601,777 136,914 1,017,094 233,248
Pakistan Premier Fund
Nil (2009: 41,867) certificates of
Rupees 10 each - - 537,968 170,917
1,130,479 141,759 2,337,389 512,690

14.3  This represents 2,000 (2009: 2,000) BRR Guardian Modaraba certificates having face value
Rs. 10 million carrying profit at six months KIBOR plus 130 basis points. These willmature in 2014
and are secured against joint ownership of musharaka assets. The fair value of each
certificate ason 30 JuneisRs. 4,372 (2009: Rs. 4,793).

2010 2009
14.4 Particulars of provision for diminution in value of Note Rupees Rupees
investments (impairment)
Opening balance 34,690,854 2,449,505
Reversal of impairment on disposal of available-for-sale investments (28,941,916) -
Impairment for the year (14.4.7) 393,325 32,241,349
Closing balance 6,142,263 34,690,854

14.4.1 During last year, the stock exchanges introduced ‘floor mechanism’ in respect of prices of
equity securities based on the closing price as prevailing on 27 August 2008. Under the “floor
mechanism”, the individual security price of equity securities could vary within normal circuit
breaker limit, but not below the floor price level. The mechanism was effective from 28
August 2008 and remained in place until 15 December 2008. During this period trading of
securities effectively remained suspended on the stock exchanges. The trading resumed on
15 December 2008, however, the trading volumes upto 31 December 2008 were
significantly low as compared to the volumes before the institution of floor mechanism.
Accordingly, the Modaraba has recognised impairment amounting to Rs. 32,241,349 on its
available for sale investments in its financial statements for the six months ended 31
December 2008. Such impairment was based upon the market value of these investments
as per instructions vide Securities and Exchange Commission of Pakistan's SRO 150(1)/2009
dated 13 February 2009.
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16.

16.1

17.1

18.

CUSTOMERS' SECURITY DEPOSITS Note
Opening balance

Received during the year

Adjusted during the year

Closing balance

Less: Current portion shown as current liabilities

2010 2009
Rupees Rupees
30,909,500 5,177,355
44,065,388 26,624,845
(8.059,230) (892,700)
66,915,658 30,909,500

8,968,580 3,437,005
57,947,078 27,472,495

These represent the customers' deposits to secure the lease finances given fo customers.

CREDITORS, ACCRUED AND OTHER LIABILITIES

Accrued expenses

Management fee payable

Deferred income on murabaha
Deferred income on ijarah

Unclaimed dividends

Payable against vehicle given on ljarah
Medical fund

Other liabilities

(17.1)

Deferred income on murabaha

Opening balance
Total income during the year
Recognized during the year

CERTIFICATE CAPITAL

Avuthorized Capital
50,000,000 (2009: 50,000,000) Modaraba Certificates
of Rs.10/- each

Issued, subscribed and paid-up capital

15,000,000 (2009: 15,000,000) Modaraba Certificates

of Rs.10/- each fully paid-up in cash

12,300,000 (2009: 12,300,000) Modaraba Certificates

of Rs.10/- each issued as fully paid bonus certificates
2,500,000 (2009: 2,500,000) Modaraba Certificates of

Rs.10/- each issued as fully paid as a result of take over (18.2)

350,000 262,000
2,272,421 -
9,350,552 -
2,004,956 -
8,543,125 8,542,736
1,414,000 -

13,698 135,430

687,670 229,183

24,636,422 9,169,349
13,364,749 -
(4,014,197) -
9,350,552 -

500,000,000 500,000,000

150,000,000 150,000,000

123,000,000 123,000,000

25,000,000 25,000,000

298,000,000 298,000,000

uuuuuuuu
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20.

21.

22.
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2,761,388 (2009:2,761,388) Modaraba certificates were held by the previous management
company, namely Trust Management Services (Pvt.) Limited up fill the appointment of the
Administrator. Now, these certificates are kept with Central Depository Company of
Pakistan Limited (CDC) under the confrol of new management of Al-Zamin Modaraba
Management (Private) Limited.

Al-Zamin Modaraba Management (Private) Limited held 2,500,000 (2009: 2,500,000)
modaraba certificates asrequired by the SECP vide Order No.SC/M/RW/Trust/2009-43.

2010 2009
RESERVES Note Rupees Rupees
Statutory reserve (19.1) 49,851,774 42,832,697
Revenue reserves
Unrealized (loss)/gain on revaluation of investments (319,550) 524,100
Accumulated loss (67,950,399) (84,328,2446)
(68,269,949) (83,804,146)
(18,418,175) (40,971,449)

This represents profit set aside to comply with the Prudential Regulations for modarabas
issued by the SECP. These regulations require a modaraba to fransfer not less than 20% and
not more than 30% of its after tax profits till such time that reserves equals to 100% of the paid
up capital. Thereafter,a sum notless than 5% of its after tax profits.

CONTINGENCIES AND COMMITMENTS

There were no contingencies outstanding as at 30 June 2010. Commitments in respect of
unavailed murabaha facilities and unavailed ijarah facilities as on balance sheet date were

Rs. Nil (2009: Rs. Nil).

INCOME FROM LEASING (IJARAH) OPERATIONS

Income from leasing and ljarah operations 38,481,718 32,190,675
Suspended income during the year - (2,698,235)
Receipts against suspended income 17,760 101,911
38,499,478 29,594,351
PROFIT ON MURABAHA FINANCES
Profit on Murabaha finance 11,350,188 12,898,765
Suspended income during the year (135,616) (48,257)
Receipts against suspended income 147,313 62,021
(22.1) 11,361,885 12,912,529

This includes an income amounting fo Rs. 4,014,195 (2009: Rs. Nil) on murabaha finance
which have been disbursed subsequent to 1 July 2009 and have been recognized as per
requirement of IFAS-1referred toin note 2.3.2. The relevant disclosure is as follows:




23.

24.

25.

26.

Note

Murabaha sale price
Less : Purchase price

Add : Deferred murabaha income as on 1 July 2009
Less : Deferred murabaha income as on 30 June 2010

TRADING INCOME

Sale
Cost of sales

OTHER INCOME

Processing, documentation, other fees and charges
Income on disposal of fixed assets
Miscellaneous income

REVERSAL/(PROVISION) AGAINST NON PERFORMING
MURABAHA FINANCES - Net

Short term Murabaha finance (8.3)
Long term Murabaha finance (9.3)

ADMINISTRATIVE EXPENSES

Salaries, allowances and other benefits (26.1)
Legal and professional charges (26.2)
Fees and subscription

Electricity, gas and water

Telephone, postage and courier

Advertisement

Printing and stationery

Traveling and conveyance

Entertainment

Insurance

Vehicle running

Auditors' remuneration (26.3)
Repairs and maintenance

Registrar's services

Depreciation on own assets (15.2)
Bank charges and commission

Miscellaneous

uuuuuuuu

2010 2009
Rupees Rupees
59,375,000 -
46,010,253 -
13,364,747 -

9,350,552 -

9,350,552 -

4,014,195 -

6,094,725 -
(5,393,443) -

701,282 -
413,044 235,688
- 893,574

1,293,283 199,892

1,706,327 1,329,154

2,981,314 (2.741,750)

12,896 (12,896)
2,994,210 (9.754,646)
4,425,518 3,158,022

714,939 6,542,755
393,043 449,960
44,484 286,395
259,009 256,166
22,000 120,300
295,619 194,333
392,288 34,135
76,799 96,969
59,566 36,116
615,646 731,525
350,000 350,000
450,042 1,040,086
60,000 60,000
386,569 322,982
44,560 35,186
359,827 373.377
8,949,909 14,088,307

Annual Report ‘ 2010 m



AAAAAAAA

26.1 This includes salaries and allowances paid to an executive as per the following details:

2010 2009
Note Rupees Rupees

Basic salary 1,009,200 620,000
House rent 454,140 279,000
Business promotion allowance - 93,000
Ufilities 50,460 62,000
Other benefits (26.1.2) 230,520 339,336

1,744,320 1,393,336

Number of persons 1 1

26.1.1 The executive has been provided with Modaraba maintained car and is also entitled
for reimbursement of fuel expenses.

26.1.2 Itincludes an amount of Rs. 100,920 (2009: Rs. 62,000) against the provident fund confribution.
26.2 Itincludes Administrator's remuneration amounting to Rs. Nil (2009: Rs. 5,400,000).

26.3 Auditors' remuneration

Annual 250,000 250,000
Half yearly 50,000 50,000
Out of pocket expenses 50,000 50,000
350,000 350,000
27. OTHER CHARGES
(Reversal)/provision for doubtful receivable (27.1) (120,310) 82,500
Loss on disposal of fixed assets 167,888 -
Unrealized loss on revaluation of held-for-trading (6) 1,383,779 163,433
investments 1,431,357 245,933

27.1 This represents provision against legal suit charges receivable from defaulters.

28. TAXATION

Current:

For the year - -

Prior year 2,945,133 -
2,945,133 -

Deferred tax - -
2,945,133 -

28.1 No provision with respect to current and deferred taxatfion has been made in these
accounts on the premise that under the current tax low the income of non-frading
Modarabas is exempt from income tax provided that they distribute ninety percent cash
profit to certificate holders out of current year's total profit after appropriating statutory
reserves.
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2010 2009

Note Rupees Rupees
EARNINGS/(LOSS) PER CERTIFICATE - BASIC & DILUTED
Profit/(loss) for the year Rupees 23,396,924 (33,087,281)
Weighted average number of cerfificates Number 29,800,000 29,800,000
Earnings/(loss) per certificate 0.79 (1.11)

RENTALS RECEIVABLE WITHIN NEXT TWELVE MONTHS

Future minimum lease rentals receivable on the basis of lease agreements executed upto
30 June are as follows:

Receivable not later than one year 50,008,020 22,869,220

Receivable later than one year but not later than 5 years 57,626,971 26,441,417
107,634,991 49,310,637

MATURITIES OF ASSETS AND LIABILITIES

2010
Upto Over one to Over five
Total one year five years years
....................................... RUPEES ....cuvviiiiiiiieeeean,
Assets:
Cash and bank balances 8,313,978 8,313,978 - -
Short ferm investments 7,498,486 7,498,486 - -
Advances, deposits, prepayments and other receivables 2,038,898 2,038,898 - -
Short term murabaha finances 106,978,848 106,978,848 - -
Current portion of long term murabaha finances 39,103,032 39,103,032 - -
ljarah rental receivables 15,987,807 15,987,807 - -
Accrued profit 1,079,856 1,079,856 - -
Tax refunds due from Government 263,446 263,446 - -
Trade debts 2,804,055 2,804,055 - -
Stock in trade 990,439 990,439 - -
Long term murabaha finances 11,133,400 - 11,133,400 -
Long term deposits 394,862 - - 394,862
Long term investments 11,359,267 - 11,359,267 -
Assefs given on ljarah 147,377,093 7,593,785 139,783,308 -
Assets in own use 14,120,209 - 1,398,736 12,721,473
369,443,676 192,652,630 163,674,711 13,116,335
Liabilities:
Current portion of customers' security deposits 8,968,580 8,968,580 - -
Creditors, accrued and other liabilities 24,636,422 24,636,422 - -
Customers' security deposits 57,947,078 - 57,947,078 -
91,552,080 33,605,002 57,947,078 -
Net Balance 277,891,596 159,047,628 105,727,633 13,116,335
Certificate holders' equity 279,581,825
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2009
Upto Over one to Over five
Total one year five years years
--------------------------------- RUpe@es--=-nnmmmmmm e
Assets:
Cash and bank balances 8,161,115 8,161,115 - -
Short term investment 28,783,455 28,783,455 - -
Advances, deposits, prepayments and other receivables 1,514,546 1,514,546 - -
Short term murabaha finances 105,801,867 105,801,867 - -
Current portion of long term murabaha finances 32,627,839 32,627,839 - -
ljarah rental receivables 10,819,581 10,819,581 - -
Accrued profit 2,004,481 2,004,481 - -
Tax refunds due from Government - - - -
Trade debts - - - -
Stockin frade - - - -
Long ferm murabaha finances 29,352 - 29,352 -
Long term deposits 184,862 - - 184,862
Long term investments 20,328,141 - - 20,328,141
Assets given on ljarah 76,561,506 70,961,238 5,600,268 -
Assets in own use 13,235,788 - 13,235,788 -
300,052,533 260,674,122 18,865,408 20,513,003
Liabilities:
Current portion of customers' security deposits 3,437,005 3,437,005 - -
Creditors, accrued and other liabilities 9,169,349 9,169,349 - -
Provision for taxation 2,945,133 2,945,133 - -
Customers' security deposits 27,472,495 - 27,472,495 -
43,023,982 15,551,487 27,472,495 -
Net Balance 257,028,551 245,122,635 (8,607,087) 20,513,003
Certificate holders' equity 257,028,551

32. FINANCIAL RISK MANAGEMENT
32.1 Financial risk factors

The Modaraba's activities expose it to a variety of financial risks: market risk (including
currency risk, other price risk and interest rate risk), credit risk and liquidity risk. The
Modaraba's overall risk management programme focuses on the unpredictability of
financial markets and seeks to minimize potential adverse effects on the financial
performance.

Risk management is carried out by the Board of Directors (the Board) of the management
company, chief operating officer and chief financial officer. The Board provides principles
for overallrisk management, as well as policies covering specific areas such as currency risk,
other pricerisk, interest rate risk, credit risk and liquidity risk.

(a) Market risk

(i) Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial
instrument will fluctuate because of changesin foreign exchange rates.
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Currency risk arises mainly from future commercial transactions or
receivables and payables that exist due to transactions in foreign
currencies.

The Modarabais not exposed to currency risk arising from currency exposure
as Modarabais notinvolvedin foreign currency fransactions.

(ii) Equity price risk

Equity price risk represents the risk that the fair value of equity investments will
fluctuate because of changes in levels of indices, 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 Modarabais exposed to equity price risk as modaraba hold available for
sale and held for frading investments.

2010 2009
Reporting date all index points 9721 7169
Changes Effects on
in KSE Profit Effects on
all Index Before Tax Equity
Available-for-sale investments (Rupees)
+10% - 1,782,108
2010 -10% - (1,782,108)
+10% - 5,449,490
2009 -10% - (5,449,490)
Held-for-trading investments
+10% 888,227 -
2010 -10% (888,227) -
+10% 394,689 -
2009 -10% (394,689) -

(iii) Profit rate risk

This represents the risk that the fair value or future cash flows of a financial instrument
will fluctuate because of changesin market mark up rates.

The Modaraba has no significant long-term interest-bearing assets. The Modaraba's

mark up/profit rate risk arises from long tferm Murabaha financing, short term
Murabahafinancing, investments andijarah.
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At the balance sheet date the interest rate profile of the Modaraba’s mark up bearing financial
instruments was:

2010 2009
Fixed rate instruments Rupees Rupees
Financial assets
Short term murabaha finances 106,978,848 105,801,867
Long term murabaha finances 50,236,432 32,657,191
ljarah rental receivables 15,987,807 10,819,581
Floating rate instruments
Financial assets
Bank balances - deposit accounts 15,963 77,866
Short term investment - held-to-maturity - 25,000,000
Long tferm investments - available-for-sale 9,063,000 9,063,000

Fair value sensitivity analysis for fixed rate instruments

The Modaraba does not account for any fixed rate financial assets and liabilities at fair value
through profit or loss. Therefore, a change in interest rate at the balance sheet date would
not affect profit orloss of the Modaraba.

Cash flow sensitivity analysis for variable rate instruments

Ifinterest rates, at the year end date, fluctuates by 1% higher / lower with all other variables
held constant, profit after taxation for the year would have been Rupees 90,789 lower /
higher and loss after taxation for the year 2009: Rupees 341,408 higher / lower respectively.
This analysis is prepared assuming the amounts of floating rate instruments outstanding at
balance sheet dates were outstanding for the whole year.

(b) Credit risk

Creditrisk represents the risk that one party to a financial instrument will cause a financial loss
for the other party by failing to discharge an obligation. The carrying amount of financial
assets represents the maximum credit exposure. The maximum exposure to credit risk at the
reporting date was as follows:

Bank balances 8,310,245 8,159,735
Short term investments 7,498,486 28,783,455
Advances, deposits and other receivables 1,389,163 1,429,222
Short term murabaha finances 106,978,848 105,801,867
ljarah rental receivables 15,987,807 10,819,581
Accrued profit 1,079,856 2,004,481
Long term murabaha finances 50,236,432 32,657,191
Long term deposits 394,862 184,862
Long term Investments 11,359,267 20,328,141

203,234,966 210,168,535

Geographically all credit exposure is concentrated in Pakistan.
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The maximum exposure to credit risk for receivables (murabaha financing and lease rental

receivables) atthereporting date by type of customerwas:

2010 2009

Rupees Rupees
Textile Spinning - 5,197,000
Textile Composite 17,589,975 29,064,318
Fuel and Energy 2,602,256 12,825,950
Engineering 5,227,068 2,597,317
Transport and communication 1,066,468 13,200,000
Chemical & Pharmaceuticals 9,594,896 9,716,436
Vanaspatic and Allied Industries 22,071,588 94,913,066

Steel 8,018,628 -

Hotel 90,417,056 -
Miscellaneous 131,311,192 102,758,953
287,899,127 270,273,040

The age of murabaha and lease / ijarah rental receivables and related impairment loss at

the balance sheet date was:

Aging of murabaha and lease / ijarah rental receivables

Not past due 76,933,614 51,120,000
Past due 0 - 180 days 11,545,388 8,166,572
Past due 181 - 365 days - -
1-2years 71,200 44,888,553
More than 2 years 199,348,925 166,097,915
287,899,127 270,273,040
Aging of impaired murabaha and lease / ijarah rental receivables
Not past due - 48,257
Past due 0 - 180 days - -
Past due 181 - 365 days 500 10,156,487
1-2years 502,173 926,860
More than 2 years 116,290,383 108,685,119
116,793,056 119,816,723
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Collaterals held against murabaha financing and ijarah rentals receivables

2010
Collaterals
Gross Hypothe- Liquid- Net
exposure Mortgage cation collaterals exposure

-------------------------------------------------- Rupees ------mmmmmmm e
Long term murabaha finances 58,236,432 150,788,835 54,439,409 - (146,991,812)
Short term murabaha finances 176,508,405 217,225,166 68,550,000 24,089,000  (133,355,761)
ljarah / lease rental receivables 43,179,987 41,450,253 - - 1,729,734

The Modaraba has adopted a policy of only dealing with creditworthy counterparties and
obtaining sufficient collateral, where appropriate, as a means of mitigating the risk of
financial loss from defaults. The Modaraba has internally developed rating criteria to rate its
customers which is supplemented by ratings supplied by independent rating agencies
where available. The Modaraba also uses other publicly available financial information and
its own frading records to rate its customers. The Modaraba’s exposure and the credit
ratings of its counterparties are continuously monitored and the aggregate value of
fransactions concluded is spread amongst approved counterparties. Credit exposure is
confrolled by counterparty limits that are reviewed annually.

The management monitors and limits Modaraba's exposure to credit risk through monitoring
of clients' credit exposure, reviews and conservative estimates of provisions for doubftful
receivables, if any, and through the prudent use of collateral policy. The management is of
the view that it is not exposed to significant concentration of credit risk as its financial assets
are adequately diversified in organizations of sound financial standing covering various
industrial sectors and segments.

The credit quality of financial assets that are neither past due norimpaired can be assessed
by reference to external credit ratings (If available) or to historical information about
counterparty defaulf rate. The table below shows the bank balances and investments held
with some major counterparties at the balance sheet date:

Rating 2010 || 2009

Long

term Agency (Rupees)
Banks
Habib Metropolitan Bank Limited AA+ PACRA 15,962 77,866
Bank Alfalah Limited AA PACRA 317,905 537,213
The Bank of Punjab AA- PACRA 534,820 5,892,219
Meezan Bank AA- JCR-VIS 7,432,119 1,647,864
State Bank of Pakistan 9,438 4,573

8,310,244 8,159,735
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Rating 2000 || 2009

Available for Sale Securities It-:rn;?\ Agency (Rupees)
Fully Paid Ordinary Shares
Amin Spinning Mills Limited N/A - 1,560 1,200
Kohinoor Spinning Mills Limited N/A - - 570
Reliaonce Cotton Spinning Mills Limited N/A - - 2,400
Dewan Salman Fibres Limited N/A - 22,040 58,855
Kohinoor Textile Mills Limited N/A - 96,715 1,252,239
Fauji Cement Company Ltd. N/A - 363,545 856,041
Pakistan Telecommunication Company Limited N/A - - 3,361,800
Pakistan PTA Limited N/A - - 291,720
Pakistan International Airlines Corporation Limited N/A - 295,070 730,400
Oil & Gas Development Company Limited AAA JCR - 3,538,800
Pakistan Cement Company Limited N/A - 2,055 134,325
Descon Oxychan Limited N/A - 120,840 -
Engro Polymer & Chemicals Limited N/A - 251,000 -
Lucky Cement Limited N/A - 16,778 -
D.G.Khan Cement Company Limited N/A - 118,100 -
Mari Gas Company Limited N/A - 258,760 -
ICI Pakistan Limited N/A - 592,800 -
Azgard Nine Limited N/A - 334,796 -
2,474,059 10,228,350
Sukkuks
B.R.R Guardian Modaraba 9,063,000 9,063,000
Certificates of Mutual Funds
Investec Mutual Fund N/A - 4,845 18,525
PICIC Energy Fund N/A - - 90,000
PICIC Investment Fund N/A - 136,914 233,248
Pakistan Premier Fund 5 star PACRA - 170,917
141,759 512,690
Held for Trading
Nishat Mills Limited AA PACRA - 94,550
Pakistan Telecommunication Company Ltd. N/A - 2,759,000 172,400
Attock Refinery Ltd AA PACRA - 873,530
Pakistan Petroleum Ltd N/A - 368,240 568,620
Lucky Cement Ltd N/A - - 579,447
Descon Oxychan Limited N/A - 31,070 -
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Rating 2000 || 2009
Long
term Agency (Rupees)
Lotte Pakistan PTA Limited N/A - 80,600 -
Azgard Nine Limited N/A - 446,400 -
Pakistan International Airlines N/A - 282,431 -
The Hub Power Company Limited N/A - 479,400 -
Pak Suzuki Motor Company Limited N/A - 158,540 -
Kohinoor Textile Mills Limited N/A - 1,073,774 -
Pakistan State Oil Company Limited N/A - 520,400 -
D.G.Khan Cement Company Limited N/A - 897,560 -
Fauji Cement Company Limited N/A - 113,750 -
Engro Polymer & Chemicals Limited N/A - 50,200 -
Pakistan Qilfields Ltd N/A - - 218,850
Engro Chemicals Ltd AA PACRA - 385,290
Mari Gas Company Ltd N/A - - 178,598
Packages Ltd AA PACRA - 157,040
ICI Pakistan Limited N/A - 237,120 490,875
Dawood Hercules Ltd N/A - - 64,255
7,498,485 3,783,455
Held to maturity
Certificate of deposits A-1 JCR-VIS - 25,000,000

Further the Modaraba's exposure to credit risk and impairment losses related to murabaha
financing, ljarah financing, investments and otherreceivablesis disclosed in Note 8,9,10, 6,7
and 11 respectively.

Due to the Modaraba and its otherrelated entity's long standing business relationships with
these counterparties and after giving due consideration to their strong financial standing
and collaterals, the management does not expect non-performance by these counter
parties on fheir obligations to the Modaraba. Accordingly, the credit risk is a
moderate.

(c) Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations
associated with financial liabilities.

The Modaraba's approach to managing liquidity is fo ensure, as far as possible, that it will
always have sufficient liquidity to meetits liabilities when
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due, under both normal and stressed conditions, without incurring unacceptable losses or
risking damage to the Modaraba's reputation. Inspite the fact that the Modaraba is in a
positive working capital position at the year end, management believes the liquidity risk to
be low.

The table below analysis the Modaraba's financial liabilities into relevant maturity groupings
based on the remaining period at the balance sheet to the contractual maturity date. The
amounts disclosed in the table are the confractual undiscounted cash flows. Balances due
within 12 months equates to their carrying balances as the impact of discounting is not

significant.
Carrying Contractual Less than Between 1
Amount cash flows 1 year and 5 years Over 5 years
30 June 2010
Customers' security deposits 66,915,658 66,915,658 8,968,580 57,947,078 -
Creditors, accrued and other liabilities 24,636,422 24,636,422 24,636,422 - -
91,552,080 91,552,080 33,605,002 57,947,078 -
30 June 2009
Customers' security deposits 30,909,500 30,209,500 3,437,005 27,472,495 -
Creditors, accrued and other liabilities 9,169,349 9,169,349 9,169,349 - -
40,078,849 40,078,849 12,606,354 27,472,495 -

The contractual cash flows relating to the above financial liabilities have been determined
on the basis of markup / profit rates effective as at 30 June 2010. The rates of mark up have
been disclosedinrespective notes to the financial statements.

32.2 Fair values of financial assets and liabilities
The carrying values of all financial assets and liabilities reflected in financial statements
approximate their fair values. Fair value is determined on the basis of objective evidence at
eachreporting date.
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32.3 Financial instruments by categories

Cash and Assets at fair
cash Loans and Available Held to value through
equivalents receivables for sale maturity profit or loss Total
As at 30 JUne 2010 e (RUPEES) ---==remmmmmmmemmmmmmeeemmmmmeeennn
Assets as per balance sheet
Cash and bank balances 8,313,978 - - - - 8,313,978
Short term investment - - - - 7,498,486 7,498,486
Advances, deposits and
other receivables - 1,389,163 - - - 1,389,163
Short ferm murabaha finances - 106,978,848 - - - 106,978,848
ljarah rental receivables - 15,987,807 - - - 15,987,807
Accrued profit - 1,079,856 - - - 1,079,856
Tax refunds due from government - 263,446 - - - 263,446
Trade debts - 2,804,055 - - - 2,804,055
Stock in trade - 990,439 - - - 990,439
Long term murabaha finances - 50,236,432 - - - 50,236,432
Long term deposits - 394,862 - - - 394,862
Long term Investments - - 11,359,267 - - 11,359,267
8,313,978 180,124,908 11,359,267 - 7,498,486 207,296,639

Financial liabilities at
amortized cost

Liabilities as per balance sheet (Rupees)
Customers' security deposits 66,915,658
Creditors, accrued and other liabilities 24,636,422
91,552,080
Cash and Assets at fair
cash Loans and Available Held to value through
equivalents receivables for sale maturity profit or loss Total
------------------------------------------------------- (RUPEES) ==
As at 30 June 2009
Assets as per balance sheet
Cash and bank balances 8,159,735 - - - - 8,159,735
Short term investment - - - 25,000,000 3,783,455 28,783,455
Advances, deposits, and -
other receivables - 1,429,222 - - - 1,429,222
Short ferm murabaha finances - 105,801,867 - - - 105,801,867
ljarah rental receivables - 10,819,581 - - - 10,819,581
Accrued profit - 2,004,481 - - - 2,004,481
Long ferm murabaha finances - 32,657,191 - - - 32,657,191
Long term deposits - 184,862 - - - 184,862
Long ferm Investments - - 20,328,141 - - 20,328,141
8,159,735 152,897,204 20,328,141 25,000,000 3,783,455 210,168,535

Financial liabilities at
amortized cost

(Rupees)

Liabilities as per balance sheet
Customers' security deposits 30,909,500
Creditors, accrued and other liabilities 9,169,349
40,078,849
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33.

Capital risk management

The modaraba’s objectives when managing capital are to safeguard the Modaraba’s
ability to continue as a going concern in order to provide return for certificate holders and
benefits for other stakeholders and to maintain healthier capital ratios in order to support its
business and maximize certificate holders value. The Modaraba manages its capital
structure and makes adjustments fo it, in the light of changes in economic conditions. To
maintain or adjust the capital structure, the Modaraba may adjust dividend payments 1o
the shareholders, return on capital to certificate holders orissue new shares.

No changes were made in the objectives, policies or processes from the previous year. The
modaraba monitors capital using gearing ratio, which is debt divided by equity plus debf.
Debt represent loans, customer security deposits, creditors ,accrued and other liabilities,
less cash and cash equivalents of Modaraba. Total capital employed includes ‘total
equity’ as shown in the balance sheet plus debt. The modaraba policy is to keep the
gearingratio between 5% and 25%.

The gearing rafio as at year ended 30 June 2010 and 30 June 2009 is as follows:

2010 2009

Note Rupees Rupees
Customers' security deposits (16) 66,915,658 30,909,500
Creditors, accrued and other liabilities (17) 24,636,422 9,169,349
Less: Cash and bank balances (5) (8,313,978) (8,161,115)
Net debt 83,238,102 31,917,734
Equity 279,581,825 257,028,551
Capital and net debt 362,819,927 288,946,285
Gearing ratio 22.94% 11.05%

RELATED PARTY TRANSACTIONS

Related parties of the Modarabainclude the Modaraba management company [Al-Zamin
Modaraba Management (Private) Limited], directors of Al-Zamin Modaraba Management
(Private) Limited, employees provident fund, key management personnel and the
Administrator. Transactions withrelated parties are given below:

2010 2009
Nature of Relationship Nature of Transaction Rupees Rupees
Administrator Remuneration - 5,400,000
Modaraba Management Company Management fee 2,272,421 -
Employees' Provident Fund Contributions paid 100,920 62,000

Transactions with key management personnelunderterms of employmeniare excluded
from related party transactions.

nnnnnnnn
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34.

35.

36.

37.

38.

NUMBER OF EMPLOYEES
The total number of employees as at 30 June 2010 were 9 (2009: 10).
CORRESPONDING FIGURES

Corresponding figures have been rearranged and restated for better presentation
wherever necessary, however, no significant reclassification has been made in these
financial statements except for ijarah rental receivables and profit receivable on
murabaha andinvestments have been presented as separate line item on face of balance
sheet for better presentation while, previously, such items were included in advances,

deposits, prepayments and otherreceivables.

NON ADJUSTING EVENT AFTER THE BALANCE SHEET DATE

The Board of Directors of the Management Company in their meetings held on 24th
September,2010, have approved distribution at the rate of 5 percent (2009: Nil) .The
financial statement of modaraba for the year ended 30 June 2010 do notinclude the effect
of final distribution which will be accounted forin the financial statements of modaraba for
the yearended 30 June 2011.

DATE OF AUTHORIZATION

These financial statements were approved for issue by the Board of Directors of the
Management company in theirmeeting held on 24th September, 2010.

GENERAL

Figures have been rounded off to nearest rupee.

CHIEF EXECUTIVE OFFICER DIRECTOR
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PATTERN OF CERTIFICATEHOLDINGS
AS AT 30 JUNE 2010

Number of Certificateholdings Total Percentage
Certificate- From To Certificates Held
holders
494 1 100 27,576 0.09
997 101 500 293,384 0.98
719 501 1000 625,298 2.10
375 1001 5000 882,152 2.96
79 5001 10000 605,901 2.03
25 10001 15000 313,179 1.05
10 15001 20000 177,480 0.60
7 20001 25000 159,107 0.53
4 25001 30000 114,410 0.38
2 30001 35000 62,500 0.21
2 35001 40000 78,550 0.26
3 45001 50000 145,174 0.49
3 50001 55000 156,776 0.53
2 60001 65000 127,000 0.43
3 65001 70000 207,040 0.69
1 70001 75000 75,000 0.25
1 75001 80000 78,382 0.26
1 95001 100000 99,999 0.34
1 100001 105000 101,500 0.34
1 110001 115000 115,000 0.39
1 115001 120000 118,100 0.40
1 180001 185000 181,230 0.61
1 265001 270000 265,500 0.89
1 290001 295000 291,200 0.98
1 340001 345000 344,500 1.16
1 410001 415000 414,000 1.39
1 530001 535000 530,500 1.78
1 1255001 1260000 1,258,896 4.22
1 2495001 2500000 2,500,000 8.39
1 2760001 2765000 2,761,388 9.27
1 16685001 16690000 16,689,278 56.00
2,741 29,800,000 100.00
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CATEGORIES OF CERTIFICATEHOLDERS

AS AT 30 JUNE 2010
Categories of Number of Total Certificates Percentage
Certificateholders Certificate-
Holders Held
Associated companies, undertakings and related parties
Al-Zamin Modaraba Management (Private) Limited 1 2,500,000 8.39
Investment Corporation of Pakistan 1 13,700 0.05
Directors, CEO & their spouse and minor children
Executives - - -
Public sector companies and Corporations - - -
Banks, Development Finance Institutions,
Non-Banking Finance Institutions, Insurance
Companies, Modarabas and Mutual Funds
14 1,576,616 5.29
Joint Stock Companies 28 2,880,594 9.67
Individuals 2,694 22,192,020 74.47
Others 3 637,070 2.14
Total 2,741 29,800,000 100.00

Certificateholders holding ten percent
or more certificates in the Modaraba

Mohammad Aslam Motiwala
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