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This to please report that for the financial year ended June 30, 2019, I have
examined/reviewed the transactions and agreements executed, polices
implemented and procedures followed by B.F. Modaraba managed by E.A.
Management (Private) Limited being Modaraba Management Company.

I have found that transactions and agreements executed, polices implemented
and procedures followed by B.F. Modaraba were in accordance with the relevant
Shari’ah rulings and they were in line with prospectus issued by   B.F. Modaraba,
Shari’ah Compliance and Shari’ah Audit Regulations, Islamic Financial Accounting
Standards applicable in Pakistan and the Model Financing Agreements approved
by the Religious Board of SECP.

I have found that new Sharia’ Compliance and Shari’ah Audit mechanism has been
introduced which is hoped to lead towards more stringent Sharia’ Compliance and
Shari’ah Audit practices

I have found that under pool management mechanism, profit sharing ratios fixed
for the distribution of profit & losses and the weightages assigned to different
classes of deposits were in accordance with Shari’ah rulings.

I have not advised transfer of income to charity account due to non-observance
of deviation from Shari’ah rulings.

I will recommend that:

a) All earning assets and assets owned should be covered under Takaful
arrangements instead of conventional insurance.

b) Proper training to each staff level should be conducted

Conclusion:

The business activities of B.F. Modaraba during the financial year ended June 30,
2019 have been found to be Sharia’h compliant

Dr. Zubair Usmani

Dated: October 07, 2019 Shari’ah Advisor

For the financial year ended June 30, 2019

Qadir
Typewritten text
Shari’ah Advisor Report
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(c) in our opinion and to the best of our information and according to the explanations given
to us, the balance sheet, profit and loss account, statement of comprehensive income,
statement of changes in equity and cash flow statement together with the notes 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 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 June 30, 2019 and of the profit, comprehensive loss,
changes in equity and its cash flows for the year then ended; and

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

Other Matters

The financial statements for the year June 30, 2018 and condensed interim financial information
for the six-month period ended December 31, 2017 of the Modaraba were audited / reviewed by
another auditor whose reports dated September 28, 2018 and February 26, 2018 respectively,
expressed an unqualified opinion / conclusion.

___________________________________________
RAHMAN SARFARAZ RAHIM IQBAL RAFIQ
Chartered Accountants

Engagement Partner: Muhammad Rafiq Dosani

Karachi.
Dated   : October 07, 2019
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B. F. MODARABA
BALANCE SHEET

For E.A Management (Private) Limited

(Management Company)

Chairman Chief Executive Director Chief Financial Officer

AS AT JUNE 30, 2019
Note 2019 2018

ASSETS

Current assets
Cash and bank balances 5 12,875,792 24,943,033
Investments 6 95,616,503 97,645,100
Prepayments and other receivables 7 458,069 3,608,726
Trade debts - considered good and unsecured 14,960,000 1,863,406
Advance tax - net 2,332,676 1,861,528
Stock in trade - 10,107,090

126,243,040 140,028,883

Non-current assets
Long term deposits 8 40,019 40,019
Furniture and equipment 9 32,017 38,418

72,036 78,437

Total assets 126,315,076 140,107,320

LIABILITIES AND EQUITY

Current liabilities
Accrued and other liabilities 10 1,603,358 4,839,548
Due to management company 346,593 497,457
Unclaimed dividend 1,545,582 1,545,582

3,495,533 6,882,588

Certificate holders' equity
Certificate capital 11 75,151,587 75,151,587
Reserves 12 61,039,242 55,788,081

136,190,829 130,939,668

13
(13,371,286) 2,285,064

Total liabilities and equity 126,315,076 140,107,320

Contingencies and commitments 14 - -

The annexed notes from 1 to 23 form an integral part of these financial statements.

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

Unrealized (loss) /gain on re-measurement of investments
classified as fair value through other comprehensive income
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For E.A Management (Private) Limited

(Management Company)

Chairman Chief Executive Director Chief Financial Officer

B. F. MODARABA
PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED JUNE 30, 2019

2019 2018
Note

Revenue - net

Gain on sale of investments - 11,155,212
Trading profit / (loss) 15 2,543,660 (4,247,344)
Dividend - net of zakat 16 6,546,052 4,779,867
Profit on bank deposits accounts 1,119,325 747,139

10,209,037 12,434,874

Administrative expenditure
Operating expenses - -
Operating expenses 17 (6,743,104) (7,460,300)

Profit before charging management fee 3,465,933 4,974,574

Management fee (346,593) (497,457)

Profit before Worker's Welfare Fund 3,119,340 4,477,117

Provision for Worker's Welfare Fund (62,387) (89,542)

Profit before taxation 3,056,953 4,387,575

Taxation - current 18 (1,275,423) (670,293)

Profit after taxation 1,781,530 3,717,282

Earnings per certificate - basic and diluted 19 0.24 0.49

The annexed notes from 1 to 23 form an integral part of these financial statements.

------------Rupees-------------
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B. F. MODARABA

For E.A Management (Private) Limited

(Management Company)

Chairman Chief Executive Director Chief Financial Officer

2019 2018

Profit after taxation              1,781,530             3,717,282

Other comprehensive income

Deficit on re-measurement of investments          (12,186,615)            (5,263,590)

Total comprehensive loss for the year

*Surplus on revaluation of investments is presented under a separate head below equity as 'surplus on
revaluation of investments' in accordance with the requirements of Circular No. SC/M/PRDD/PRs/2017-259
dated December 11, 2017 issued by SECP.

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

Items that will not subsequently be reclassified to profit and
loss account

Gain realized on disposal of investments - re-classified to
profit and loss account                          -          (11,450,182)

         (12,186,615)          (16,713,772)

The annexed notes from 1 to 23 form an integral part of these financial statements.

         (10,405,085)          (12,996,490)

STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED JUNE 30, 2019
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Note

(a) Current taxation 4.5
(b) Impairment of financial assets 4.13.3

2.5 New Accounting Pronouncements

2.5.1

2.5.2

-

-

-

-

Amendment to IFRS 9 'Financial Instruments' - Prepayment Features with Negative Compensation (effective for
annual periods beginning on or after 1 January 2019). For a debt instrument to be eligible for measurement at
amortised cost or FVOCI, IFRS 9 requires its contractual cash flows to meet the SPPI criterion - i.e. the cash
flows are 'solely payments of principal and interest'. Some prepayment options could result in the party that
triggers the early termination receiving compensation from the other party (negative compensation). The
amendment allows that financial assets containing prepayment features with negative compensation can be
measured at amortised cost or at fair value through other comprehensive income (FVOCI) if they meet the other
relevant requirements of IFRS 9. The application of this amendment is not likely to have an impact on Modaraba's
financial statements.

Amendments to approved accounting standards and interpretations which became effective during the
year ended June 30, 2019

There are new and amended standards and interpretations that are mandatory for accounting periods beginning
July 01, 2018 (other than those disclosed in note 3) which are considered not to be relevant or do not have any
significant effect on the Company's financial statements and are therefore not stated in these financial statements.

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

The following accounting and financial reporting standards as notified under the Companies Act, 2017 and the
amendments and interpretations thereto will be effective for the reporting periods beginning on or after the dates
specified below:

IFRS 16 ‘Leases’ (effective for annual period beginning on or after 1 January 2019). IFRS 16 replaces existing
leasing guidance, including IAS 17 ‘Leases’, IFRIC 4 ‘Determining whether an Arrangement contains a Lease’,
SIC-15 ‘Operating Leases- Incentives’ and SIC-27 ‘Evaluating the Substance of Transactions Involving the Legal
Form of a Lease’. IFRS 16 introduces a single, on-balance sheet lease accounting model for lessees. A lessee
recognizes a right-of-use asset representing its right to use the underlying asset and a lease liability representing its
obligation to make lease payments. There are recognition exemptions for short-term leases and leases of low-value
items. Lessor accounting remains similar to the current standard i.e. lessors continue to classify leases as finance
or operating leases. Currently, the management is in the process of analysing the potential impacts on adoption of
this standard.

IFRIC 23 ‘Uncertainty over Income Tax Treatments’ (effective for annual periods beginning on or after 1 January
2019) clarifies the accounting for income tax when there is uncertainty over income tax treatments under IAS 12.
The interpretation requires the uncertainty over tax treatment be reflected in the measurement of current and
deferred tax. The management is in the process of analysing the potential impacts on adoption of this
interpretation.

Amendment to IAS 28 'Investments in Associates and Joint Ventures' - Long Term Interests in Associates and
Joint Ventures (effective for annual period beginning on or after 1 January 2019). The amendment will affect
entities that finance such entities with preference shares or with loans for which repayment is not expected in the
foreseeable future (referred to as long-term interests or 'LTI'). The amendment and accompanying examples state
that LTI are in the scope of both IFRS 9 and IAS 28 and explain the annual sequence in which both standards are
to be applied. The amendments are not likely to have an impact on the Modaraba’s financial statements.
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-

-

-

-

-

-

-

3 INITIAL APPLICATION OF IFRS 9 AND IFRS 15

With effect from July 01, 2018, the Company has adopted IFRS 9 ‘Financial Instruments’ and IFRS 15 ‘Revenue
from Contracts with Customers’. Following is the analysis as to whether and, if so, how the adoption of these new
standards has an impact on the financial statements.

The above amendments are effective for annual periods beginning on or after January 01, 2019 and are not likely
to have an impact on the Modaraba’s financial statements.

IFRS 3 'Business Combinations' and IFRS 11 Joint Arrangement - the amendment aims to clarify the
accounting treatment when an entity increases its interest in a joint operation that meets the definition of a
business. An entity remeasures its previously held interest in a joint operation when it obtains control of the
business. An entity does not remeasure its previously held interest in a joint operation when it obtains joint
control of the business.

IAS 12 Income Taxes - the amendment clarifies that all income tax consequences of dividends (including
payments on financial instruments classified as equity) are recognized consistently with the transaction that
generates the distributable profits.

IAS 23 Borrowing Costs - the amendment clarifies that an entity treats as part of general borrowings any
borrowing originally made to develop an asset when the asset is ready for its intended use or sale.

Amendment to IFRS 3 'Business Combinations' - Definition of a Business (effective for business combinations for
which the acquisition date is on or after the beginning of annual period beginning on or after 1 January 2020). The
IASB has issued amendments aiming to resolve the difficulties that arise when an entity determines whether it has
acquired a business or a group of assets. The amendments clarify that to be considered a business, an acquired set
of activities and assets must include, at a minimum, an input and a substantive process that together significantly
contribute to the ability to create outputs. The amendments include an election to use a concentration test. The
application of the amendments is not likely to have an impact on the Modaraba's financial statements.

Amendment to IAS 1 Presentation of Financial Statements and IAS 8 Accounting Policies, Changes in
Accounting Estimates and Errors (effective for annual periods beginning on or after 1 January 2020). The
amendments are intended to make the definition of material in IAS 1 easier to understand and are not intended to
alter the underlying concept of materiality in IFRS Standards. In addition, the IASB has also issued guidance on
how to make materiality judgements when preparing their general purpose financial statements in accordance with
IFRS Standards.

Annual Improvements to IFRS Standards 2015–2017 Cycle - the improvements address amendments to following
approved accounting standards:

Amendments to IAS 19 'Employee Benefits'- Plan Amendment, Curtailment or Settlement (effective for annual
periods beginning on or after 1 January 2019). The amendments clarify that on amendment, curtailment or
settlement of a defined benefit plan, an entity now uses updated actuarial assumptions to determine its current
service cost and net interest for the period; and the effect of the asset ceiling is disregarded when calculating the
gain or loss on any settlement of the plan and is dealt with separately in other comprehensive income. The
application of the amendments is not likely to have an impact on the Modaraba's financial statements.
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3.1 IFRS 15 ‘Revenue from Contracts with Customers’

3.2 IFRS 9 'Financial Instruments'

- fair value through other comprehensive income (FVOCI);
- fair value through profit or loss (FVTPL); and
- measured at amortized cost

The accounting policies that apply to financial instruments are stated in note 4.12 to the financial statements.

On 28 May 2014, the International Accounting Standards Board ("IASB") issued International Financial
Reporting Standards ("IFRS") 15 "Revenue From Contracts with Customers" which provides a unified five-step
model for determining the timing, measurement and recognition of revenue. The focus of the new standard is to
recognize revenue as performance obligations are made rather than based on the transfer of risk and rewards. IFRS
15 includes a comprehensive set of disclosure equirements including qualitative and quantitative information
about contracts with customers to understand the nature, amount, timing and uncertainty of revenue. The standard
supersedes IAS 18 "Revenue", IAS 11 "Construction Contracts" and the number of revenue related interpretations.

The Modaraba contracts with customers for the sale of sugar which generally include single performance
obligation. The management has concluded that revenue from sale of sugar be recognised at the point in time
when control of the asset is transferred to the customer, which is when the goods are dispatched to the customer.
Invoices are generated and revenue is recognised at that point in time, as the control has been transferred to the
customers. The above is generally consistent with the timing and amounts of revenue the Modaraba recognised in
accordance with the previous standard, IAS 18. Therefore, the adoption of IFRS 15 which replaced IAS 18
Revenue, IAS 11 Construction Contracts and related interpretations, did not have an impact on the timing and
amounts of revenue recognition of the Modaraba.

The following table explains the original measurement categories under IAS 39 and the new measurement
categories under IFRS 9 for each class of the Modaraba's financial assets as at June 30, 2018:

IFRS 9 replaced the provisions of IAS 39 ‘Financial Instruments: Recognition and Measurement’ that relates to
the recognition, classification and measurement of financial assets and financial liabilities, derecognition of
financial instruments, impairment of financial assets and hedge accounting. Changes in accounting policies
resulting from adoption of IFRS 9 have been applied retrospectively. The details of new significant accounting
policies adopted and the nature and effect of the changes to previous accounting policies are set out below:

As at June 30, 2018

Investments Available-for-sale *At FVOCI 97,645,100 97,645,100
Long term deposits Loans and receivables At amortized cost 40,019 40,019
Trade debts Loans and receivables At amortized cost 1,863,406 1,863,406
Cash and bank balances Loans and receivables At amortized cost 24,943,033 24,943,033
Total financial assets 124,491,558 124,491,558

* At fair value through other comprehensive income

Original classification
under IAS 39

New classification
under IFRS 9

Original
carrying
amount

New
carrying
amount

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

        i) Classification and measurement of financial assets and financial liabilities

IFRS 9 largely retains the existing requirements in IAS 39 for the classification and measurement of financial
liabilities. However, it eliminates the previous IAS 39 categories for financial assets of held to maturity, loans and
receivables, held for trading and available-for-sale. IFRS 9 classifies financial assets in the following three
categories:
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4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Non-accumulating compensated absences are recognized as expense in the period in which they occur.

Accrued and other liabilities are recognized initially at fair value plus directly attributable cost, if any and
subsequently measured at amortized cost.

IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with an ‘expected credit loss’ (ECL) model. IFRS 9
introduces a forward looking expected credit losses model, rather than the current incurred loss model, when
assessing the impairment of financial assets in the scope of IFRS 9. The new impairment model applies to
financial assets measured at amortized cost, financial asset measured at fair value through other comprehensive
income, contract assets, lease receivables and trade receivables.

Though upon initial application of IFRS 9, the classification of financial assets changed as aforesaid, the said
change had no impact on the carrying amount of those financial assets as on July 01, 2018 (i.e. the date of initial
application of IFRS 9).

The adoption of IFRS 9 did not have a significant effect on the Modaraba's accounting policies related to financial
liabilities.

The significant accounting policies adopted in the preparation of these financial statements are set out below. The
accounting policies set out below have been applied consistently to all periods presented in these financial
statements except as mentioned in note 3.2 above:

Further, in accordance with the irrevocable election available under IFRS 9, the Modaraba elected to present, in
other comprehensive income, subsequent changes in the fair value of all its investments in units of mutual funds
and ordinary shares of listed companies (which, previously, were classified as 'available-for-sale' under IAS 39)
since these investments were not considered as held for the purpose of frequent trading. As a result, the aforesaid
investments with an aggregate carrying value of Rs. 97.645 million (as on July 01, 2018 - the date of initial
application of IFRS 9) were re-classified as carried at FVOCI. However, in accordance with an option available
under the transitional provisions of IFRS 9, the said change in classification of investments was only accounted
for as at July 01, 2018 (and not retrospectively) and, hence, the comparative figures reported in the balance sheet,
profit and loss account, statement of comprehensive income and the cash flow statement have not been restated.

During the year, the Modaraba has changed its accounting policy with respect to measurement of credit loss
allowance on financial assets to bring it in line with the new impairment requirements of IFRS 9 as noted above.
However, the said change in accounting policy has no impact on the financial position or financial performance of
the Modaraba. For the revised accounting policy, please refer note 4.11.3 to these financial statements.

The Modaraba operates an unrecognized provident fund scheme for all its eligible employees. The charge for
provision fund benefit payable to employees is recognized on an annual basis equal to 9% of their basic salary.

     ii) Impairment

    4.1 Staff provident fund

    4.2 Compensated absences

    4.3 Accrued and other liabilities
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4.5 Taxation

Current

Deferred

4.6 Furniture and equipment

Depreciation is charged from the date of acquisition of the respective assets upto the date of disposal.

Gain or loss on disposal of assets is accounted for in the year in which it arises.

Maintenance and normal repairs are charged to the statement of profit or loss as and when incurred. Major
renewals and replacement are capitalized and assets so replaced, if any, are retired.

Unless the income of the Modaraba (other than income from trading activities) is treated as exempt under clause
(100) of Part I of the Second Schedule to the Income Tax Ordinance, 2001 ('the Ordinance'), the total income
(excluding dividend income) is subject to taxation at the rate of 25%.

The income of non-trading Modaraba is exempt from taxation under clause (100) of Part I of the Second Schedule
of the Ordinance, subject to the condition that not less than 90% of the total profits in the year (as reduced by the
amount transferred to statutory reserve) are distributed amongst the certificate holders.

At the reporting date there were no material temporary differences, therefore, no deferred tax has been recognized
in these financial statements'.

Assets' residual values if significant and their useful lives are reviewed and adjusted, if appropriate, at each
balance sheet date.

Provisions are recognized when the Modaraba has a present legal or constructive obligation as a result of past
event and it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate of the amount can be made. However, provisions are reviewed at each balance
sheet date and adjusted to reflect the current best estimate.

Deferred tax is recognized using the balance sheet liability method in respect of all temporary differences arising
from differences between the carrying amounts of assets and liabilities in the financial statements and their tax
base This is recognized on the basis of the expected manner of the realization and the settlement of the carrying
amount of assets and liabilities using the tax rates to the extent that it is probable enacted or substantially enacted
at the balance sheet date Deferred tax assets are recognized to the extent that future taxable profit will be available
against which the deductible temporary differences can be utilized Deferred tax assets are reduced to the extent
that is no longer probable that the related tax benefit will be realized.

Fixed assets held for own use are stated at cost less accumulated depreciation and impairment, if any. Depreciation
is charged to income applying the reducing balance method at the rates specified in note 9.

4.4 Provisions
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4.7 Impairment of non financial assets

4.8 Stock in trade

Cost is determined on weighted average method.

4.9 Trade debts

4.10 Cash and cash equivalents

For the purpose of cash flow statement, cash and cash equivalents consist of cash in hand and balances with banks.

4.11 Financial assets

4.11.1 Classification and initial measurement

The Company classifies its financial assets in the following three categories:

(a) financial assets measured at amortized cost.
(b) fair value through other comprehensive income (FVOCI);
(c) fair value through profit or loss (FVTPL); and

(a) Financial assets measured at amortized cost

(b) Financial assets at FVOCI

Such financial assets are initially measured at fair value plus transaction costs that are directly attributable to
the acquisition or issue thereof.

The Modaraba assesses at each balance sheet date the carrying value of assets subject to depreciation or
amortization whether there is any indication that assets may be impaired. If such indication exists, the carrying
amounts of such assets are reviewed to assess whether they are recorded in excess of their recoverable amount.
Where carrying values exceed the respective recoverable amount, assets are written down to their recoverable
amounts and the resulting impairment loss is recognized in profit and loss account. The recoverable amount is the
higher of an asset's fair value less costs to sell and value in use. Where impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised recoverable amount but limited to the extent of initial cost
of the asset. Reversal of impairment loss is recognized as income.

A financial asset is measured at amortized cost if it is held within business model whose objective is to hold
assets to collect contractual cash flows, and its contractual terms give rise on specified dates to cash flows that
are solely payments of principal and interest on principal amount outstanding.

Stock in trade is valued at lower of cost and net realizable value. Net realizable value signifies the estimated
selling price in the ordinary course of business less estimated costs necessary to make the sale.

Trade debts are carried at their initial transaction price less the lifetime expected credit loss allowance.


















































