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Company Information

Board of Directors
® Dr. Mrs. Niloufer Qasim Mahdi
* Syed Shahid Ali
* Syed Sheharyar Ali
* Muhammad Shafique Anjum
® Mr. Imran Azim
¢ Dr. Salman Faridi
® Mr. Saulat Said
e Mr. Munir Karim Bana

Chief Executive Officer
* Syed Shahid Ali

Company Secretary

* Ms. Zunaira Dar

Chief Financial Officer

* Mohammad Mohtashim Aftab

External Auditors

e Kreston Hyder Bhimji & Co.
Chartered Accountants Lahore.

External Auditors of Modaraba

e KPMG Taseer Hadi & Co
Chartered Accountants

Legal Advisors

e Salim & Baig Advocate — Lahore

e Khosa & Rizvi

Corporate Advisor

® (Cornelius, Lane & Mufti — Advocate

Shariah Advisor

e  Mufti Muhammad Javed Hassan
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Share Registrar

® Corplink (Private) Limited
Wing Arcade, 1-K Commercial, Model town, Lahore
Tel: 042-35916714
Fax: 042-35839182

Banks

e Al-Baraka Bank Pakistan Limited
e Askari Bank Limited

e Allied Bank Limited

e Bank Islami Pakistan Limited

e Bank Alfalah Limited

e Bank of Punjab

e Bank Al Habib Limited

e Dubai Islamic Bank Pakistan Limited
e Faysal Bank Limited

e Habib Bank Limited

e Habibmetropolitan Bank Limited
e JS Bank Limited

e Meezan Bank Limited

¢ MCB Bank Limited

e MCB Islamic Bank Limited

e National Bank of Pakistan

e Soneri Bank Limited

e Samba Bank Limited

¢ Silk Bank Limited

e United Bank Limited

Registered Office

e 72-B, Industrial Area, Kot Lakhpat, Lahore.
Tel: 042-35830881, 35156567 & 35122296
Fax: 042-35114127 & 35215825
E-Mail: info@treetonline.com
Website: www.ftmm.com.pk

Packaging Solutions Corrugation:

e Kacha Tiba Rohi Nala, 22-KM
Ferozpur Road, Lahore.

Soap Plant:
e Ghakkar 80 KM, G.T Road,
Ghakkar Mandi, Gujranwala.
Battery Project:

e Faisalabad Industrial City, (FIEDMC) M-3,
Motorway Faisalabad.
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* Treet Holdings Limited

« First Treet Manufacturing Modaraba
* Global Arts Limited

¢ Cutting Edge (Pvt) Limited

* Gulab Devi Chest Hospital - Kasur

« All Pakistan Music Conference.

o Treet Corporation Limited

* Treet Corporation Limited
» Treet Battery Limited
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* Treet Corporation Limited

* Treet Corporation Limited

* Treet Corporation Limited
* Treet Battery Limited
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MISSION STATEMENT

Our MISSION s, to satisfy and meet the needs of our customers, providing our products and services with the
quality, adjusted to their needs and preferences and to create value for our stakehalders through originality
and strict adherence to our principles. We being a conscientious producer, and having stood the test of time,
will continue our emphasis on responding to customer need with value added products and services. It is our
belief that we can fulfill this mission through a unique combination of industry vision, effective supply chain
management and innovative technology.

VISION STATEMENT

To be innovative in our field to the benefit of society, we will fairly compete in quality, technology, sales and
marketing expertise, while ensuring sound financial and sustainable growth of the Treet Group for the sake of
its stakeholders and reputation.

PRINCIPLE

We will base our human resources systems on our proven principles reflective of our core values and our
commitment to attract, reward, develop and motivate sophisticated people. They will reflect the global scope of
our business while demonstrating responsibility and flexibility with respect to cultural diversity, and statutory
and regional business realties.

EMPHASIS

Ouremphasis on continuous improvement in all aspects of our business will enable us to reward our certificate
holders and employees.

SOCIAL RESPONSIBILITY

We will continually strive to be environmentally responsible and support the communities where we operate
and the industries in which we participate.

CORPORATE VALUES

Total Customer Services

Long-Term Business Focus

Technology Oriented

Quality & Reliability

Staff Development & Teamwaork
Effective Resources & Cost Management
Corporate Responsibility



CHAIRPERSON'S
REVIEW REPORT

| am pleased to present the Modaraba annual report for
the year ended june 30, 2020 and to comment on the
board's efectiveness in guiding the Modaraba towards
achievement of its aims and objectives. The Modaraba
has a strong governance framework in place, which is
instrumental in achieving long-term sustainability and
growth. In this regard, the board continues to play an
efective role by steering the Modarabain a direction that
focuses on its core business and competencies.

| confrm that the current members of theboard

have extensive expertise in the areas of business
management, strategy, fnance, corporate governance,
legal and administration. Further, all members of the
board are cognizant of their fduciary duty to the
Modaraba and its shareholders and have ensured that this
obligation is always a priority.

As chairperson of the board, | affirm that all directors are
encouraged to contribute and deliberate on strategic
and governance-related topics, and that inputs from
the independent directors, the directors representing

Annual Report 2020

minority shareholders, and the directors having relevant
experience on such topics are consulted and given due
consideration before taking any decision. The board has
clearly defned the terms of reference of its committees,
and the members are appointed after considering their
requisite skills and experience. Further, the board and its
committees meet regularly during the year and exercise
their governance roles after due deliberation on each
matter placed before them.

During 2019-2020, a thorough review of the board and
its committees was conducted through our internal
Board Evaluation Process, developed in consonance
with accepted global practices for evaluating board
performance.

We also constantly reviewed aspects of our fnancial
reporting framework, in order to ensure that the
Modaraba remained in line with both the latest regulatory
requirements and best practices in the industry. On
behalf of the board, | take this opportunity to thank
allFTMMemployees and partners for their hard work
throughout the year and our certificateholders and customers
for their continued support and look forward to a
successful 2020-2021.

Doy b

Chairperson/Non-Executive Director

08



09

FIRSTTREET MANUFACTURING MODARABA | Annual Report 2020

Managed and Controlled by Treet Holdings Limited

DIRECTORS’ REPORT

We are pleased to present the Directors’ Report together with the Financial
Statements (audited) for the year ended June 30, 2020.

These accounts have been audited by statutory auditors of the Modaraba and are
accompanied by their audit report.

COVID-19 IMPACT

The Financial Year 2020, has witnessed an unprecedented pandemic of COVID 19
that has played havoc on the world’s economy, and our economy has been no
exception to it. As a result of lock down, our battery production remained closed
for almost eight (8) weeks and corrugation and soap production remained partially
closed. This has resulted in loss of sales in Battery division of approximately Rs.
252 millions and at Modaraba level the total revenue loss is PKR 639 million. Later
on, the plant was operational following compliance of SOPs issued by the
Government of the Punjab.

It pleases us to inform you that during the time of this crises, we neither
retrenched our permanent nor any contractual employees. Furthermore, we also
did not cut down any emoluments of both permanent and contractual employees.

FINANCIAL HIGHLIGHTS

Revenue for the year on consolidated basis is Rs.4,478 million which is 4% less
as compared to the last year (2018-19 Rs. 4,654 million). The fall in revenue is
primarily attributable to eight (8) weeks lock down due to COVID-19 which had
adversely affected the production and sales of the whole Modaraba business.
Gross loss for the year is Rs. 837 million. Compared to last year, the loss has
reduced by 12%.

Operating loss shows an increase of 18 % over the last year. This increase in loss
is due to higher management cost charged by the parent company.

Net Loss for the year is Rs. 3,049 billion, which is 27% more as compared to the
last year (Loss: 2018-19 Rs. 2,392 billion). The increase in loss is due to higher
financial charges which has increased manifold due to increase in the policy rate
by the Government.
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Rs. in 000’ | 2019-2020 |2018-2019| % Change
Sales (net) 4,477,787 | 4,653,603 -4%
Gross Profit/(Loss) (836,920) | (955,231) -12%
Operating Profit/(loss) (2,440,972) |(2,072,758) 18%
Net Profit/(Loss) (3,049,219) ((2,391,792) 27%
Earnings/(Loss) per Certificate (15.59) (12.23) 27%
Transfer to Statutory Reserve — Nil% (2019: Nil Nil
Nil %)
Book Value per Certificate (5.15) 10.44 -149%

Auditors in the Audit report has drawn attention to Note 1.2 regarding the financial
health of the Modaraba. The management has provided the mitigation plan to
improve the operation of Modaraba. Following plan has been approved by the
Board of director and will be implemented once statutory and regulatory
approvals are in place:

e The current payable to parent company upto to PKR 7.4 billion will be
converted into equity after approval from shareholders in their upcoming
meeting, and subsequent approval from the regulator.

e As already communicated, spin off Battery segment from its subsidiary (First
Treet Manufacturing Modaraba) to separate a Company (Treet Battery Limited)
is in progress. Execution of demerger plan is underway. Currently, regulatory
and legal approvals are being sought from Financial Institutions and Regulators.

Following operational major steps have been taken by the management to
improve the operations of the business, and these measures are being
implemented which will surely improve the business performance:

1) Raw Material Sourcing:
Trials were conducted on local recycled lead. After extensive
testings’ local sources have been approved for supply of lead for our
batteries. This is expected to bring in cost saving and better
payment terms compared to imported lead sources.

2) Battery Prices Rationalization:
An extensive review of Daewoo battery prices vis-a-vis its
competitors was carried out. Daewoo batteries are already sold at a
premium to its competitors. However, after the review, price
increases in the range of 3-10% were implemented for various
Daewoo battery models in the second half of the year.

10
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3) Improvement in Plant Efficiency:

Various plant efficiency projects have been initiated which are
expected to improve efficiency and reduce operational wastage.
This will result in improvement in profitability.

4) Reduction in Administrative Costs:

Daewoo battery plant is state of the art plant specializing in
maintenance free and deep cycle batteries. Since no local resources
were available to operate and manage such a facility, a team of
Korean expats was hired to train local staff and manage the battery
plant. Now, after two years of training, the local team has started to
take on more responsibilities at the plant. Accordingly, some of the
Korean staff has been phased out during second half of 2019-20.
Going forward, this will result in reduction of administrative costs of
battery division.

SEGMENT-WISE ANALYSIS

11

Corrugated Packaging Soap Battery

Rs. in 000’ | 2019-2020 | 2018-2019 | 2019-2020 | 2018-2019 | 2019-2020 | 2018-2019
Gross Sales 1,764,570 2,213,412 927,475 1,093,066 3,118,428 | 2,541,895
Inter-Segment Sales 12,335 19,631 - - - -
Less: Sales Tax & (255,838) (324,016) (157,301) (192,763) (931,882) (697,622)
Excise & Discounts
Total Sales 1,521,067 1,909,027 770,174 900,303 2,186,546 | 1,844,273

(57,331) 48,442 74,556 100,011 (854,145) | (1,103,684)

Gross Profit/(Loss)
Gross Profit /(Loss) -3.77% 2.54% 9.68% 11.11% -39.06% -59.84%
%
Operating (187,474) (48,490) 55,586 81,774 | (2,309,084) | (2,106,042)
Profit/(Loss)

CORRUGATED PACKAGING

The net revenue for the year 2019-20 is Rs.1,521 million which has decreased by
20% as compared to last financial year. The decrease in revenue is due to lesser
production due lockdown effect. The business has posted a gross loss of Rs. 57
million compared to a gross profit of Rs. 48 millions. Which was mainly due to
increase in raw material cost, higher freight charges and limited pass through
impact (i.e. increased cost is not pass through to the customer due to intense

competition).

Efforts are being made to broaden the customer base through market
diversification. Moreover, prices are also being rationalized in tandem with the
increased costs (raw material, salaries etc.) however, with time lagged impact.
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SOAPS

The net revenue for the year 2019-20 is Rs.770 million which has decreased by
14% as compared to last financial year. Soaps sales volumes and margins have
decreased due to increased cost of raw material (because of depreciation of the
currency) and reduction in selling price. Prices are being rationalized to increase
the margins in the coming months.

BATTERY PLANT

The battery segment has shown healthy increase in the volume which is
approximately 19% higher compared to last year. Furthermore, the estimated
market share of our battery has increased from 4.2% in FY 2018-19 to 7.3% in FY
2019-20.

The net revenue for the financial year 2019-20 is Rs. 2,187 million, which is 19%
higher compared to last financial year. Despite increase in volume, the business
has posted gross loss of Rs. 854 million which has improved by 23% compared
to last financial year. The main reasons for the gross loss is due to:

1. Higher material cost due to PKR devaluation - which is not being passed
through due to competition.

2. Higher manpower cost due to expats.

3. Higher fuel cost due to non-availability of grid electricity.

Furthermore, due to increase in administration & general and selling expenses the
battery business has posted an operating loss of Rs. 2,309 million, which is 10%
higher compared to last year.

DIVIDEND
Cash dividend is Nil % (2019: Nil) due to loss in Modaraba.

Appropriations
Rs. in ‘000

(Loss) for the Year (3,049,219)
Un-appropriated loss brought forward (2,765,445)
Transferred to Statutory Reserves (0.0%) for the year ended -
June 30, 2020
Incremental depreciation charged during the year 2,117
Un-appropriated loss carried forward (5,812,547)
Final Dividend for the year ended June 30, 2020 @ Rs. Nil Nil

12
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FUTURE OUTLOOK

CORRUGATED PACKAGING

Efforts are being made to rationalize inventory and trade debts levels but pass-
through effect is limited due to intense competition. Corrugation business is
working to explore new markets and likely to increase sales volumes [and prices]
in the coming months.

SOAP

Selling prices are being rationalized. Sales volumes will be maintained in the
coming months.
Palm oil prices are very volatile and difficult to predict.

BATTERY

Management has taken various measures to improve cost structure and plant
efficiency. The contract with two new local vehicle OEMs will surly improve the
volumes and increase the acceptability of our battery. Learning curve has
improved with the help of Korean experts. Moreover, the grid station is up and
running towards the later part of financial year, and utilities expenses will come
down due to this installation. Sales volumes are improving due to enhanced
market outreach as production volumes are achieved and hence economies of
scale will be achieved gradually. Distribution channels are now well established
and will be strengthened further in the coming months.

CORPORATE AND FINANCIAL REPORTING FRAMEWORK:
In compliance with the Code, the Board of Directors of Modaraba states that:

e The financial statements, prepared by the management of Modaraba, fairly
present its state of affairs, the result of its operations, cash flows and
changes in equity.

e Proper books of accounts of the Modaraba have been maintained.

e Appropriate accounting policies are consistently applied by your Modaraba
in the preparation of financial statements and accounting estimates are
based on reasonable and prudent judgment.

e International Accounting Standards, as applicable in Pakistan, have been
followed in the preparation of these financial statements and any departure
therefrom, if any, has been adequately disclosed.



Annual Report 2020

e The system of Internal Controls, being implemented in your Modaraba is
sound and has been effectively persisted throughout the year.

e Keeping in view the financial position of your Modaraba, we do not have
any significant doubt upon its continuance as a going concern.

e There has not been any material departure from the best practices of
corporate governance, as detailed in the listing regulations, during the year
under review.

MEETINGS OF THE BOARD OF DIRECTORS:

During the year, the Board of Directors of Modaraba has met 04 times and the
attendance at each of these meetings is as follows:

Attendance of Board Meetings during the vear 2019-2020

Sr. No. [Name Designation 4/0ct/19[30/Oct/19 |26/Feb/20 | 27/Apr/20

1 Niloufer Qasim Mahdi |Chairperson /Non-Executive Director A A A A

2 Syed Sheharyar Ali Non-Executive Director P P P P

3 Dr. Salman Faridi Independent Director P P P P

4 Mr. Imran Azim Non-Executive Director P P P P

5 Mr. Munir Karim Bana |Non-Executive Director P P P P

6 Saulat Said Non-Executive Director P P P P

7 M. Shafique Anjum Non-Executive Director P P P P
Quorum of Meetings 6/7 6/7 6/7 6/7

P Present in the Meeting
A Leave of Absence

AUDIT COMMITTEE:

During the year, the Audit Committee of the Board have met 04 times and the
attendance at each of these meetings is as follows.

Attendance of Audit Committee Meetings during the year 2019-2020

[Sr.No. [Name [Designation [ 4/0ct/19] 30/0ct/19] 26/Feb/20] 27/Apr/20[201952020
Dr. Salman Faridi Chairman/Independent Director P P P P
Mr. Imran Azim Non-Executive Director P P P P
3 Mr. Munir Karim Bana |Non-Executive Director P P P P
Quorum of Meetings 3/3 3/3 3/3 3/3

P Present in the Meeting
A Leave of Absence

SHARI’AH ADVISOR:

Mufti Muhammad Javed Hassan is the Shari’ah advisor to the Modaraba. Annual
Shari'ah Advisor's Report is attached with this report.

14
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PATTERN OF CERTIFICATE-HOLDING:

The pattern of certificate-holding of your Modaraba as on June 30, 2020 is
annexed with this report. This statement is in accordance with the amendments
made through the Code.

HR & ADMINISTRATION:

Complete HR Function is outsourced to associated company Treet HR
Management (Private) Limited who is labor hire company specialized in providing
workforce to host companies under service agreement and is taking all
responsibilities of the workforce.

ACKNOWLEDGEMENT:
The Board would like to take this opportunity to express gratitude and thanks to
our valuable customers for their patronage and support, the Securities and

Exchange Commission of Pakistan, the Pakistan Stock Exchange Limited and
Modaraba Association of Pakistan for their continuous support and guidance.

Special thanks to our certificate holders for the trust and confidence reposed in
us.

For and on behalf of the Board

e

Syed Shahid Ali Dated: 05 October 2020

Chief Executive Officer Lahore
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EMPLOYEES

No one should ask any employee to break the law, ar go against Treet Group policies and values.
We treat all employees equally and fairly.

We do not tolerate any form of harassment.

Information and necessary facilities are provided to perform jobs in a safe manner.

Employees must not use, bring, or transfer illegal drugs or weapons on Treet Group property.
Employees should report suspicious people and activities.

BUSINESS PARTNERS

Avoid canflicts of interest and identify situations where they may occur.

Do not accept or give gifts, favors, or entertainment if it will appear to obligate the person who receives it.
Use and supply only safe, reliable products and services.

Respect our competitors and do not use unfair business practices to hurt our competition.

Do not have formal or informal discussions with our competitors on prices, markets or products, or
praduction or inventory levels.

Manufacture and produce products according to contract specifications.

Market our products and services in an honest and fair manner.

Do not compromise our values to make a profit.

BUSINESS RESOURCES

Do not use inside information about the Treet Group for personal profit. Do not give such information to
others.

Do not use Treet Group resources for personal gain or any non-business purpose.

Protect confidential and proprietary information.

Do not use Treet Group resources to send, receive, access or save electronic information that is sexually
explicit, promotes hate, violence, gambling, illegal drugs, or the illegal purchase or use of weapons.

Do not make false or misleading entries into the companies’ books or records (within a Treet Group).

COMMUNITIES

Follow all laws, regulations and Treet Group policies that apply to your work.

Do not entice or give money or anything of value to government officials to influence their decisions.

We measure and assess our performance, and are open and clear in our environmental communications.
When Treet Group's standards are higher than what is required by local law, we meet the higher standards.
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TREET GROUP believes that a respansible attitude toward society and the environment can make a business
mare competitive, more resilient to shocks, and more likely to attract and hold both consumers and the best
employees.

TREET GROUP feels that social attitude is a significant part of its risk management and reputation strategy.
In a world where brand value and reputation are increasingly seen as a Treet Group's most valuable assets,
respansible social attitude can build the loyalty and trust that ensure a bright sustainable future.

Fundamental to success for Treet Group (and to our vision and corporate values) are based on following
premises:

CUSTOMERS

Our future existence relies on understanding and satisfying our customers' present and future needs. Our goal
is to be recognized by our customers as a high quality, innovative and cost effective supplier, and the most
desirable to do business with. We recognize that, as a result, the next person in the process is our customer.

OUR PEOPLE

We value our family of employees as essential to the success of our Treet Group. We aim to develop a long
term trusting relationship with each employee, encouraging their contributions and assisting in their personal
development and education. In all dealings we will be fair and consistent.

PRODUCTS AND SERVICES

We are recognized at large by our end products and services. We will endeavor to produce technologically
advanced products and services that offer superior quality and value. Continued innovation and improvement
are critical to our survival and growth.

SUPPLIERS

We view suppliers of goods and services as an extension of our Treet Group, with whom we wish to develop
long term trusting relationships. We expect our suppliers to embrace our quality improvement philosophy in
their dealing with us.

CERTIFICATE HOLDERS
We aim to be a Group in whom our certificate holders have trust and pride. We will keep our certificate holders

properly informed of our Treet Group's performance and prospects. We recognize the need to provide our
certificate holders with an excellent return on investment, consistent with long term growth.

PLANNING
All short term decisions will be consistent with long term objectives that balance the needs of our people,

customers, suppliers and certificate holders. Each year these objectives will be widely communicated within our Treet
Group.
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QUALITY IMPROVEMENT

We believe in step by step continual improvement of everything that we are engaged in, including our
administration, marketing, sales, design, service, distribution and manufacturing. We will encourage
crossfunctional communication and co-operation to aid this.

ENVIRONMENT

Reflecting our commitment to a cleaner world, we aim to develop products and manufacturing processes
which are as friendly to the environment as practicable.

SOCIETY

We will conduct our business at all times in a fair, ethical, consistent and professional manner. We accept our
responsibilities to be a responsible community neighbour, and will continue to support community affairs.

HEALTH, SAFETY AND ENVIRONMENT POLICY
Itis Treet Group palicy to;

Minimize its environmental impact, as much as economically and practically possible

Save raw material, water and energy and avoid wastage (and reprocess the waste to the maximum
possible extent)

Ensure that all its present and future activities are conducted safely without endangering the health of its
employees, its customers and the public

Develop plans and procedures and provide resources to successfully implement the policy and for dealing
effectively with any emergency

Provide environmental, health and safety training to all employees and other relevant persons to enable
them to carry out their duties safely without causing harm to themselves, others and to the environment
Ensure that all its activities comply with national environmental, health and safety regulations

DONATIONS , CHARITIES , CONTRIBUTIONS AND OTHER PAYMENTS OF A SIMILAR NATURE ;
Companies within Treet Group are, subject to Board's appraval, encouraged ta provide support to local
communities through donations, charities etc. to fulfill its duty towards social cause. But companies in our

Treet Group will not, in any case, contribute any amount;

(a) toany political party; or
(b) forany political purpose to any individual or body.

Moreover, companies in Treet Group shall not distribute gifts in any form to its members in its meeting.

24
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INVESTMENT POLICY

The Executive Committee of the Directors is responsible for seeking/evaluating and recommending either;
Portfolio Investments (i.e. in Shares/ Securities etc. (Fresh Issues or Market Purchase) or Financial claims); or
Investment in New Projects (either equity based or loan based); or

Joint Ventures; or

Investment in Intangibles (Goodwill/ Trade Marks/ Patents etc.)

Moreover, Executive Committee ensures that Proposed Investments are set out in Treet Group's vision and
Strategic domain.

FUNDING POLICY
It is Treet Group's policy not only to utilize funds efficiently but also to seek funds from the cheapest source(s).
Treet Group advertently evaluates, from time to time, different funding options far;

Working Capital Requirements (including import/export financing)
Medium Term Rollovers/Capital Requirements
Long Term Project Based Requirements

These funding options may include;

Internally Generated Funds*

Bank Borrowings (Short Term as well as Long Term)

Trade & Sundry Credits

Debt Instruments (Commercial Papers/ Bonds/ TFC etc.) issued to Institutions or Public in general

Subordinate- Debts

Leasing (Operating as well as Capital)

Equity Financing etc.
*This includes Intra-Treet Group resource sharing. Corporate strategy (by the parent Company i.e. Treet
Corporation Limited) will seek to develop synergies by sharing and coordinating staff and other resources
across business units, investing
financial resources across business units, and using business units to complement other corporate business
activities.

Moreover, the above funding options may augment other ancillary financial products (i.e. derivatives like shares
optians etc.).

DIVIDEND POLICY

The companies in Treet Group in general meeting may declare dividends; but no dividend shall exceed the
amount recommended by the directors; and
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No dividend shall be declared or paid by a Company for any financial year out of the profits of the Company
made from the sale or disposal of any immovable property or assets of a capital nature comprised in the
undertaking or any of the undertaking of the Company; and

No dividend shall be paid by a Company otherwise than out of profits of the Company; and

The Board may approve and pay to the Members such interim dividends as appears to be justified by the
profits of the Company; and

The Board may, before recommending any dividend, set aside out of the profits of the Company, such sums
as they think proper as a reserve(s), which shall, at the discretion of the Board, be applicable for meeting
contingencies etc,; and

Company's dividend decision will be auxiliary to Company’s Financing Policy

Dividend Policy for First Treet Manufacturing Modaraba

Not less than 90% of the net income in respect of the Modaraba's business [non-trading] activities, determined
after setting aside the mandatory reserves as per Prudential Regulations for Modaraba, is to be distributed
at least once in every vear to the certificate holders in proportion to the number of certificates held by them.
Distribution will be in the form of cash dividend. No dividend shall be paid otherwise than out of the profits of
the Modaraba for the year or any other distributed profits.
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Statement of Compliance with Listed Companies (Code of
Corporate Governance) Regulation, 2019

Year ended June 30, 2020.

The Modaraba has complied with the requirements of the Regulations in the following
manner:-

1. The total number of directors are Eight (08) as per the following ,

a) Male 07
b) Female 01

2. The composition of the Board is as follows:

Category Name

i. Independent Director Dr. Salman Faridi

ii. Non — Executive Director Mr. Imran Azim

Mr. Munir Karim Bana

Mr. Saulat Said

Syed Sheharyar Ali
Muhammad Shafique Anjum
iii. Executive Director Syed Shahid Ali

iv. Female Director Dr. Niloufer Qasim Mahdi

3. The directors have confirmed that none of them is serving as a director on more than seven
listed companies, including this modaraba;

4. The modaraba has prepared a code of conduct and has ensured that appropriate steps have
been taken to disseminate it throughout the modaraba along with its supporting policies and
procedures;

5. The Board has developed a vision/mission statement, overall corporate strategy and
significant policies of the modaraba. The Board has ensured that complete record of
particulars of the significant policies along with their date of approval or updating is
maintained by the modaraba;

6. All the powers of the Board have been duly exercised and decisions on relevant matters have
been taken by the Board/shareholders as empowered by the relevant provisions of the Act
and these Regulations;

7. The meetings of the Board were presided over by the Chairman and, in his absence, by a
director elected by the Board for this purpose. The Board has complied with the requirements
of Act and the Regulations with respect to frequency, recording and circulating minutes of
meeting of the Board;

8. The Board have a formal policy and transparent procedures for remuneration of directors in
accordance with the Act and these Regulations;
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9. Out of the eight, four Directors have either obtained certificate of Directors’ Training Program
or are exempted from the requirement of Directors’ Training Program as per (Code of
Corporate Governance) Regulations, 2019. While the remaining four Director will undertake
the Directors’ Training Program within the stipulated time.

10. The Board had approved appointment of chief financial officer, company secretary and head
of internal audit, including their remuneration and terms and conditions of employment and
complied with relevant requirements of the Regulations;

11. Chief financial officer and chief executive officer duly endorsed the financial statements
before approval of the Board;

12. The Board has formed an Audit Committee. It comprises three Members. All Members are
Non-Executive Directors and the Chairman of the Committee is an Independent Director;

13. The terms of reference of the aforesaid committees have been formed, documented and
advised to the committee for compliance;

14. The meetings of the Audit Committee were held at least once every quarter prior to approval
of interim and final results of the Modaraba and as required by the CCG. The terms of
reference of the committee have been formed and advised to the committee for compliance.

15. The Board has set up an effective internal audit function who are considered suitably qualified
and experienced for the purpose and are conversant with the policies and procedures of the
modaraba;

16. The statutory auditors of the modaraba have confirmed that they have been given a
satisfactory rating under the Quality Control Review program of the Institute of Chartered
Accountants of Pakistan and registered with Audit Oversight Board of Pakistan, that they and
all their partners are in compliance with International Federation of Accountants (IFAC)
guidelines on code of ethics as adopted by the Institute of Chartered Accountants of Pakistan
and that they and the partners of the firm involved in the audit are not a close relative (spouse,
parent, dependent and non-dependent children) of the chief executive officer, chief financial
officer, head of internal audit, company secretary or director of the modaraba;

17. The statutory auditors or the persons associated with them have not been appointed to
provide other services except in accordance with the Act, these Regulations or any other
regulatory requirement and the auditors have confirmed that they have observed IFAC
guidelines in this regard;

18. We confirm that all other requirements of the Regulations have been complied.

For and on behalf of the Board

oA

Syed Shahid Ali Dated: 05 October 2020

Chief Executive Officer Lahore
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INDEPENDENT AUDITOR'S REVIEW REPORT

To the certificate holders of First Treet Manufacturing Modaraba
Review Report on the Statement of Compliance contained in Listed Companies (Code of Corporate
Governance) Regulations, 2019

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of
Corporate Governance) Regulations, 2019 (the Regulations) prepared by the Board of Directors of First
Treet Manufacturing Modaraba for the year ended June 30, 2020 in accordance with the requirements
of regulation 36 of the Regulations.

The responsibility for compliance with the Regulations is that of the Board of Directors of the
Management Company. Our responsibility is to review whether the Statement of Compliance reflects
the status of the Management Company's compliance with the provisions of the Regulations and report
if it does not and to highlight any non-compliance with the requirements of the Regulations. A review is
limited primarily to inquiries of the Management Company's personnel and review of various documents
prepared by the Management Company to comply with the Regulations.

As a part of our audit of the 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 of Directors' statement on internal control
covers all risks and controls or to form an opinion on the effectiveness of such internal controls, the
Management Company's corporate governance procedures and risks.

The Regulations require the Management Company to place before the Audit Committee, and upon
recommendation of the Audit Committee, place before the Board of Directors for their review and
approval, its related party transactions. We are only required and have ensured compliance of this
requirement to the extent of the approval of the related party transactions by the Board of Directors
upon recommendation of the Audit Committee.

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 Management Company's compliance, in all material
respects, with the requirements contained in the Regulations as applicable to the Management
Company for the year ended June 30, 2020.

, o
October 05,2020 KRESTON HYDER BHIMJI & CO.
LAHORE CHARTERED ACCOUNTANTS
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| have conducted the Shari'ah review of First Treet Manufacturing Modaraba managed by Treet Holdings
Limited Modaraba Management Company for the financial year ended June 30, 2020 in accordance with the
requirements of the Shari'ah Compliance and Shari‘ah Audit Mechanism for Modarabas and report that except
the observations as reported hereunder, in my opinion:

I. the Modaraba has introduced a mechanism which has strengthened the Shari'ah compliance, in letter and
spirit and the systems, procedures and policies adopted by the Modaraba are in line with the Shari‘ah principles;

il. no major developments in the following took place during the year:

a) Research and new product development
b) Training and Development

iii. the agreement(s) entered into by the Modaraba are Shari'ah compliant and the financing agreement(s) have
been executed on the formats as approved by the Religious Board and all the related conditions have been met

lv. to the best of my information and according to the explanations given to me, the business transactions
undertaken by the Modaraba and all other matters incidental thereto are in conformity with the Shari‘ah
requirements as well as the requirements of the Prospectus, Islamic Financial Accounting Standards as
applicable in Pakistan and the Shari'ah Compliance and Shari'ah Audit Regulations for Modarabas.

v. profit sharing ratios, profits and charging of losses (if any) relating to any deposit raising products etc are
not applicable to this Modaraba.

vi. the earnings that have been realized from the sources or by means prohibited by Shari‘ah have been credited
to charity accounts.

/)//\Q\/»
Mufti Muhammad Javed Hassan
Shari'ah Advisor

First Treet Manufacturing Modaraba

Dated: October 05, 2020
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AUDITORS' REPORT TO THE CERTIFICATE-HOLDERS

We have audited the annexed balance sheet of First Treet Manufacturing Modaraba (“the Modaraba”) as
at June 30,2020 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, 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 Modaraba Management Company's (Treet Holdings 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 (Flotation and
Control) Ordinance, 1980 (XXXI of 1980), and the Modaraba Companies and Modaraba Rules, 1981. Our
responsibility is to 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
above said 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
Management 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 Management
Company in respect of the Modaraba as required by the Modaraba Companies and Modaraba
(Flotation and Control) Ordinance, 1980 (XXXl 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 (Flotation
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 in
accounting policies as disclosed in note 2.5.1 of the financial statements, with which we
concur;

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

the business conducted, investments made a