










































 
 

SINDH MODARABA MANAGEMENT LIMITED 
NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2025 
 
1. LEGAL STATUS AND NATURE OF BUSINESS 

 
1.1 Sindh Modaraba Management Limited (the Company) was incorporated in Pakistan as a public 

company limited by share capital under the repealed Companies Ordinance, 1984 (now Companies 
Act, 2017) on 28 November 2013. Subsequently, it was registered as a Modaraba management 
company with the Registrar of Modaraba Company and Modarabas under the Modaraba Companies 
and Modaraba (Flotation and Control) Ordinance, 1980. Its registered office is situated at 1st Floor, 
Imperial Court, Dr. Ziauddin Ahmed Road, Karachi. 
 

1.2 The principal activity of the Company is to engage in floatation and management of Modaraba and 
to function as a Modaraba Management Company within the meaning of the Modaraba Companies 
and Modaraba (Flotation and Control) Ordinance, 1980. Presently, the Company is managing Sindh 
Modaraba which is a perpetual, multi-purpose and multi-dimensional Modaraba and is listed on 
Pakistan Stock Exchange Limited. 
 

1.3 These are the separate financial statements of the Company. Details of the Company’s investment 
in associated undertaking are stated in note 5 to these financial statements. 
 

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

2.1 BASIS OF PREPARATION  
 

a)  Statement of Compliance  
 
These financial statements have been prepared in accordance with the accounting and reporting 
standards as applicable in Pakistan. The accounting and reporting standards applicable in Pakistan 
comprise of: 

 
- International Financial Reporting Standards (IFRS) issued by the International Accounting 

Standards Board (IASB) as notified under the Companies Act, 2017; and 
 
- Provisions of and directives issued under the Companies Act, 2017. 

 
Where provisions of and directives issued under the Companies Act, 2017 differ from the IFRS 
Standards, the provisions of and directives issued under the Companies Act, 2017 have been 
followed. 
 

b)  Accounting convention  
 

These financial statements have been prepared under the historical cost convention except for the 
certain financial instruments carried at fair value. These financial statements have been prepared 
following the accrual basis of accounting except for the cash flow information. 
  

c)   Critical accounting estimates and judgments  
 

The preparation of financial statements in conformity with the approved accounting standards 
requires the use of certain critical accounting estimates. It also requires the management to 



 
 

exercise its judgment in the process of applying the Company’s accounting policies. Estimates and 
judgments are continually evaluated and are based on historical experience, including expectation 
of future events that are believed to be reasonable under the circumstances. The areas where 
various assumptions and estimates are significant to the Company’s financial statements or where 
judgments were exercised in application of accounting policies are as follow: 
 
Financial instruments – fair value 
 
The fair value of financial instruments that are not traded in an active market is determined by 
using valuation techniques based on assumptions that are dependent on conditions existing at the 
reporting date. 
 

 Useful lives, patterns of economic benefits and impairments 
 
Estimates with respect to residual values and useful lives of assets and pattern of flow of economic 
benefits are based on the analysis of the management of the Company. Further, the Company 
reviews the value of assets for possible impairment on an annual basis. Any change in the 
estimates in the future might affect the carrying amount of respective asset, with a corresponding 
effect on the depreciation charge and impairment. 
 

 Income tax 
 
In making the estimates for income tax currently payable by the Company, the management takes 
into account the current income tax law and the decisions of appellate authorities on certain issues 
in the past. 
 
Recovery of deferred tax assets 
 
Deferred tax assets are recognized for deductible temporary differences only if the Company 
considers it is probable that future taxable amounts will be available to utilize those temporary 
differences and losses. 
 
Allowance for expected credit losses 
 
The allowance for expected credit losses assessment requires a degree of estimation and 
judgment. It is based on the lifetime expected credit loss, grouped based on days overdue, and 
makes assumptions to allocate an overall expected credit loss rate for each group. 
 

d) Amendments to published approved accounting standards that are effective in current 
year and are relevant to the Company 

Following amendments to published approved accounting standards are mandatory for the 
Company’s accounting periods beginning on or after 01 July 2024: 
 
  Effective date 

IAS 21 The effects of changes in foreign exchange rates 
(Amendments) 

July 1, 2025 

IFRS S1 

General Requirements for Disclosure of Sustainability-related 
Financial Information 

July 1, 2025 

IFRS S2 
Climate-related Disclosures July 1, 2025 

 



 
 

 
 

The above-mentioned amendments to approved accounting standards did not have any impact on 
the amounts recognized in prior period and are not expected to significantly affect the current or 
future periods. 
 

e) Amendments to published approved accounting standards that are effective in current 
year but not relevant to the Company 
 
There are amendments to published standards that are mandatory for accounting periods 
beginning on or after 01 July 2024 but are considered not to be relevant or do not have any 
significant impact on the Company’s financial statements and are therefore not detailed in these 
financial statements. 
 
  Effective date 

IFRS 7 Financial instruments: Disclosure 
 

January 01, 2026 
 

IFRS 9 
 

Financial instruments 
 

January 01, 2026 
 

IAS 21 
 

Lack of exchangeability 
 

January 01, 2026 
 

 
 

 
f) Amendments to published approved accounting standards that are not yet effective 

but relevant to the Company 
 
Following amendments to existing standards have been published and are mandatory for the 
Company’s accounting periods beginning on or after 01 July 2024 or later periods: 
            
      

IAS 1 Presentation of Financial Statements (Amendments) January 1,2024 
IAS 7 Statement of Cash Flows (Amendments) January 1,2024 

IFRS 16 Leases (Amendments) January 1,2024 

IAS 21 
 

The Effects of changes in Foreign Exchange Rates (Amendments) 
 

January 1,2024 

IFRS 7 Financial Instruments: Disclosures (Amendments) January 1,2024 
IFRS 17 Insurance Contract January 1,2024 

IFRS 9 
Financial Instruments – Classification and Measurement of 
Financial Instruments (Amendments) 

January 1,2024 
 

 

 

  
The above amendments and improvements are likely to have no significant impact on the financial 
statements. 
 

g) Standards and amendments to approved published standards that are not yet effective 
and not considered relevant to the Company 
 
There are other standards and amendments to published standards that are mandatory for 
accounting periods beginning on or after 01 July 2023 but are considered not to be relevant or do 
not have any significant impact on the Company’s financial statements and are therefore not 
detailed in these financial statements. 
 
 
 



 
 

2.2 Fixed assets 
 
a) Owned assets 

 
Assets (tangible/intangible) in own use are stated at cost less accumulated depreciation and 
accumulated impairment losses (if any). Cost of property and equipment consists of historical 
cost, borrowing cost pertaining to erection / construction period of qualifying assets and other 
directly attributable costs of bringing the asset to working condition. 
Depreciation/amortization is charged to income on straight line method using the rates 
specified in note 3 to the financial statements. Depreciation/amortization is charged from the 
month an item is acquired or capitalized up to the month of disposal. 
 
Subsequent costs are included in the asset’s carrying amount or recognized as a separate 

asset, as appropriate, only when it is probable that future economic benefits associated with 

the item will flow to the Company and the cost of the item can be measured reliably. All other 

repair and maintenance costs are charged to statement of profit or loss during the period in 

which they are incurred. 

 
b) Depreciation  
 

Depreciation on additions is charged from the month the assets are available for use while no 
depreciation is charged from the month in which the assets are disposed off. Depreciation is 
charged to statement of profit or loss applying the straight line method at the rates given in 
note 3. The residual values and useful lives are reviewed by the management, at each 
financial year-end and adjusted if impact on depreciation is significant.  
 

c) De-recognition 
 

An item of property and equipment is de-recognized upon disposal or when no future 

economic benefits are expected from its use or disposal. Any gain or loss arising on de-

recognition of the asset is included in the statement of profit or loss in the year the asset is 

de-recognized. 

 

2.3 Right-of-use assets 
 
A right-of-use asset is recognized at the commencement date of a lease. The right-of-use asset is 
measured at cost, which comprises the initial amount of the lease liability, adjusted for, as 
applicable, any lease payments made at or before the commencement date net of any lease 
incentives received, any initial direct costs incurred, and, except where included in the cost of 
inventories, an estimate of costs expected to be incurred for dismantling and removing the 
underlying asset, and restoring the site or asset. 
 
Right-of-use assets are depreciated on a straight-line basis over the unexpired period of the lease 
or the estimated useful life of the asset, whichever is the shorter. Where the Company expects to 
obtain ownership of the leased asset at the end of the lease term, the depreciation is over its 
estimated useful life. Right-of use assets are subject to impairment or adjusted for any re-
measurement of lease liabilities. 
 
The Company has elected not to recognize a right-of-use asset and corresponding lease liability 
for short-term leases with terms of 12 months or less and leases of low-value assets. Payment 
associated with short term leases are recognized as expense in profit or loss. 
 
 



 
 

2.4 Lease liabilities 
 
A lease liability is recognized at the commencement date of a lease. The lease liability is initially 
recognized at the present value of the lease payments to be made over the term of the lease, 
discounted using the interest rate implicit in the lease or, if that rate cannot be readily determined, 
the Company's incremental borrowing rate. Lease payments comprise of fixed payments less any 
lease incentives receivable, variable lease payments that depend on an index or a rate, amounts 
expected to be paid under residual value guarantees, exercise price of a purchase option when 
the exercise of the option is reasonably certain to occur, and any anticipated termination penalties. 
The variable lease payments that do not depend on an index or a rate are expensed in the period 
in which they are incurred. 
 
Lease liabilities are measured at amortised cost using the effective interest method. The carrying 
amounts are re-measured if there is a change in the following: future lease payments arising from 
a change in an index or a rate used; residual guarantee; lease term; certainty of a purchase option 
and termination penalties. When a lease liability is re-measured, an adjustment is made to the 
corresponding right-of use asset, or to unconsolidated statement of profit or loss and other 
comprehensive income if the carrying amount of the right-of-use asset is fully written down. 

 
2.5 Investments and other financial assets 

 
a) Classification 

 
The Company classifies its financial assets in the following measurement categories: 
 
 those to be measured subsequently at fair value (either through other comprehensive 

income, or through profit or loss), and 

 those to be measured at amortized cost 
 

The classification depends on the Company’s business model for managing the financial 
assets and the contractual terms of the cash flows. 
 
For assets measured at fair value, gains and losses will either be recorded in profit or loss 

or other comprehensive income. For investments in debt instruments, this will depend on 

the business model in which the investment is held. For investments in equity instruments, 

this will depend on whether the Company has made an irrevocable election at the time of 

initial recognition to account for the equity investment at fair value through other 

comprehensive income. The Company reclassifies debt investments when and only when 

its business model for managing those assets changes. 

 
b) Measurement 

 
At initial recognition, the Company measures a financial asset at its fair value plus, in the 

case of a financial asset not at fair value through profit or loss, transaction costs that are 

directly attributable to the acquisition of the financial asset. Transaction costs of financial 

assets carried at fair value through profit or loss are expensed in profit or loss. 

 
Financial assets with embedded derivatives are considered in their entirety when 

determining whether their cash flows are solely payment of principal and interest. 

 

 

 



 
 

Debt instruments 
 
Subsequent measurement of debt instruments depends on the Company’s business model for 

managing the asset and the cash flow characteristics of the asset. There are three measurement 

categories into which the Company classifies its debt instruments: 

 
Amortized cost 

 
Financial assets that are held for collection of contractual cash flows where those cash 
flows represent solely payments of principal and interest are measured at amortised cost. 
Interest income from these financial assets is included in other income using the effective 
interest rate method. Any gain or loss arising on derecognition is recognised directly in 
profit or loss and presented in other income / (other expenses) together with foreign 
exchange gains and losses. Impairment losses are presented as separate line item in the 
statement of profit or loss.  

 
Fair value through other comprehensive income (FVTOCI) 

 
Financial assets that are held for collection of contractual cash flows and for selling the 
financial assets, where the assets’ cash flows represent solely payments of principal and 
interest, are measured at FVTOCI. Movements in the carrying amount are taken through 
other comprehensive income, except for the recognition of impairment losses (and reversal 
of impairment losses), interest income and foreign exchange gains and losses which are 
recognised in profit or loss. When the financial asset is derecognised, the cumulative gain 
or loss previously recognised in other comprehensive income is reclassified from equity to 
profit or loss and recognised in other income / (other expenses). Interest income from 
these financial assets is included in other income using the effective interest rate method. 
Foreign exchange gains and losses are presented in other income / (other expenses) and 
impairment losses are presented as separate line item in the statement of profit or loss. 

 
Fair value through profit or loss (FVTPL) 

 
Assets that do not meet the criteria for amortised cost or FVTOCI are measured at FVTPL. 

A gain or loss on a debt instrument that is subsequently measured at FVTPL is recognised 

in profit or loss and presented net within other income / (other expenses) in the period in 

which it arises.  

 

Equity instruments 
 

The Company subsequently measures all equity investments at fair value for financial instruments 
quoted in an active market, the fair value corresponds to a market price (level 1). For financial 
instruments that are not quoted in an active market, the fair value is determined using valuation 
techniques including reference to recent arm’s length market transactions or transactions involving 
financial instruments which are substantially the same (level 2), or discounted cash flow analysis 
including, to the greatest possible extent, assumptions consistent with observable market data 
(level 3). 
 

Fair value through other comprehensive income (FVTOCI) 
 

Where the Company’s management has elected to present fair value gains and losses on 
equity investments in other comprehensive income, there is no subsequent reclassification 
of fair value gains and losses to profit or loss. Impairment losses (and reversal of 



 
 

impairment losses) on equity investments measured at FVTOCI are not reported separately 
from other changes in fair value.  

 
Fair value through profit or loss 

 
Changes in the fair value of equity investments at fair value through profit or loss are 
recognised in other income / (other expenses) in the statement of profit or loss as 
applicable.  

 
Dividends from such investments continue to be recognised in profit or loss as other income 
when the Company’s right to receive payments is established. 

 
Financial liabilities – classification and measurement 

 
Financial liabilities are classified as measured at amortized cost or FVTPL. A financial liability 
is classified as at FVTPL if it is classified as held-for-trading, it is a derivative or it is 
designated as such on initial recognition. Financial liabilities at FVTPL are measured at fair 
value and net gains and losses, including any interest expense, are recognized in profit or 
loss. Other financial liabilities are subsequently measured at amortized cost using the 
effective interest method. Interest expense and foreign exchange gains and losses are 
recognized in statement of profit or loss. Any gain or loss on de-recognition is also included 
in profit or loss. 

 
Impairment of financial assets 

 
The Company assesses on a forward looking basis the expected credit losses associated 
with its debt instruments carried at amortised cost and FVTOCI. The impairment 
methodology applied depends on whether there has been a significant increase in credit 
risk. For trade debts and other receivables, the Company applies the simplified approach 
permitted by IFRS 9, which requires expected lifetime losses to be recognised from initial 
recognition of the receivables.  

 
De-recognition of financial assets and financial liabilities 
 
a) Financial assets 

 
The Company derecognizes a financial asset when the contractual rights to the cash flows 
from the asset expire, or it transfers the rights to receive the contractual cash flows in a 
transaction in which substantially all of the risks and rewards of ownership of the financial 
asset are transferred, or it neither transfers nor retains substantially all of the risks and 
rewards of ownership and does not retain control over the transferred asset. Any interest in 
such derecognized financial assets that is created or retained by the Company is recognized 
as a separate asset or liability. 

 
b) Financial liabilities 

 
The Company derecognizes a financial liability (or a part of financial liability) from its 
statement of financial position when the obligation specified in the contract is discharged or 
cancelled or expires. 
 

Offsetting of financial instruments 
 
Financial assets and financial liabilities are set off and the net amount is reported in the financial 
statements when there is a legal enforceable right to set off and the Company intends either to 
settle on a net basis or to realize the assets and to settle the liabilities simultaneously. 



 
 

2.6 Management remuneration receivable from Managed Modaraba 
 
The Company is entitled to remuneration for services rendered to the Sindh Modaraba under the 
provisions of the Modaraba Ordinance up to a maximum of 10% of annual net profits of the Sindh 
Modaraba. The Company initially records accruals in respect of management fee annually after 
finalization of profit for the year of the Sindh Modaraba and subsequently measured at amortized 
cost using effective profit method, less any allowance for expected credit losses. Management 
remuneration receivable from Managed Modaraba generally does not include amounts overdue by 
365 days. 

 
2.7 Deposits and other receivables 

 
These are initially recognized at fair value and subsequently measured at amortized cost using 
effective profit method, less any allowance for expected credit losses. These generally do not 
include amounts overdue by 365 days. 
 

2.8 Cash and cash equivalents 
 

Cash and cash equivalents comprise cash in hand, cash at banks on current, saving and deposit 
accounts and other short term highly liquid instruments that are readily convertible into known 
amounts of cash and which are subject to insignificant risk of changes in values. 

 
2.9 Creditors, accrued expenses and other liabilities 

 
These are initially recognized at fair value of the consideration to be paid in future for goods and 
services received, whether or not billed to the Company, and subsequently measured at amortized 
cost using effective profit method. 

 
2.10 Provisions 

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

2.11 Taxation 
 

Current 
 

Provision for current tax is based on the taxable income for the year determined in accordance 
with the prevailing law for taxation of income. The charge for current tax is calculated using 
prevailing tax rates or tax rates expected to apply to the profit for the year, if enacted. The charge 
for current tax also includes adjustments, where considered necessary, to provision for tax made 
in previous years arising from assessments framed during the year for such years. 
 
Deferred 
 

Deferred tax is accounted for using the liability method in respect of all temporary differences 

arising from differences between the carrying amount of assets and liabilities in the financial 

statements and the corresponding tax bases used in the computation of the taxable profit. 

Deferred tax liabilities are generally recognized for all taxable temporary 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 at the rates that are expected to apply to the period when the differences 

reverse based on tax rates that have been enacted or substantively enacted by the reporting date. 

Deferred tax is charged or credited in the statement of profit or loss, except to the extent that it 

relates to items recognized in other comprehensive income or directly in equity. In this case, the 

tax is also recognized in other comprehensive income or directly in equity, respectively. 

 
2.12 Revenue from contracts with customers 

 
Revenue recognition 

 
a) Rendering of services 

 
Management remuneration is charged up to 10 percent of net profit of modaraba and is 

recognized on an accrual basis. 

 
b) Profit 

 
Profit is recognized as it accrues using the effective profit method. This is a method of 

calculating the amortized cost of a financial asset and allocating the interest income over the 

relevant period using the effective interest rate, which is the rate that exactly discounts 

estimated future cash receipts through the expected life of the financial asset to the net 

carrying amount of the financial asset. 

 
c) Dividend 

 
Dividend on equity investments is recognized when right to receive the dividend is 

established. 

 
d) Other revenue 

 
Other revenue is recognized when it is received or when the right to receive payment is 

established. 

  
2.13 Expenses 

 
All expenses are recognized in the Statement of profit or loss on accrual basis. 

 
2.14 Related party transactions 

 
All transactions with related parties are priced on an arm's length basis. Prices for these 

transactions are determined on the basis of admissible valuation methods. 

2.15 Staff retirement benefits          
 

(a) Provident fund 
 
A provident fund for all eligible employees and equal contributions by the employer and 

employee are made at the rate of 10% of the basic salaries of the employees. The Company's 

contributions to the fund are charged to statement of profit or loss.  

 

 

 



 
 

(b) Gratuity fund 
 
The Company operates a funded gratuity scheme for all eligible employees who have 

completed the minimum qualifying period of service. The fund is administered by the trustee 

nominated under the Trust Deed. The contributions to the Fund are made in accordance with 

the actuarial valuation using Projected Unit Credit Method. 

 
(c) Compensated absences 

 
The Company makes provision in the financial statements for its liability towards compensated 

absences based on the leaves accumulated up to the statement of financial position's date. 

  

2.16 Contingent liabilities 
 
Contingent liability is disclosed when the Company has a possible obligation as a result of past 

events whose existence will only be confirmed by the occurrence or non-occurrence of one or 

more uncertain future events not wholly within the control of the Company. Contingent liabilities 

are not recognized, only disclosed, unless the possibility of a future outflow of resources is 

considered remote. In the event that the outflow of resources associated with a contingent liability 

is assessed as probable, and if the size of the outflow can be reliably estimated, a provision is 

recognized in the financial statements. 

 
2.17 Impairment of non-financial assets 

 
Assets that have an indefinite useful life are not subject to depreciation and are tested annually 

for impairment. Assets that are subject to depreciation are reviewed for impairment at each 

statement of financial position date or whenever events or changes in circumstances indicate that 

the carrying amount may not be recoverable. An impairment loss is recognized for the amount for 

which assets carrying amount exceeds its recoverable amount. Recoverable amount is the higher 

of an asset’s fair value less costs to sell and value in use. For the purposes of assessing impairment, 

assets are grouped at the lowest levels for which there are separately identifiable cash flows (cash-

generating units). Non-financial assets that suffered an impairment are reviewed for possible 

reversal of the impairment at each reporting date. Reversals of the impairment losses are restricted 

to the extent that the asset’s carrying amount does not exceed the carrying amount that would 

have been determined, net of depreciation or amortization, if impairment losses had not been 

recognized. An impairment loss or reversal of impairment loss is recognized in the statement of 

profit or loss. 

 
2.18 Government grants 

 
Government grants are recognized when there is reasonable assurance that entity will comply with 

the conditions attached to it and grant will be received. 

  
2.19 Dividend and other appropriations 

 
Dividend distribution to the Company's shareholders is recognized as a liability in the Company's 

financial statements in the period in which the dividends are declared and other appropriations are 

recognized in the period in which these are approved by the Board of Directors. 


































