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Report on the Audit of the Financial Statements

Opinion

We have audited the annered financial statements ol Pearl Securities Limited ("the Conrpanl")

which comprise the statement of financial position as at 30 June 2018, and the statement of profit or

loss, the statelnent of other comprehensive income. the stateinent of cash t-lows, the statelrent ol

changes in equity and notes to the financial staten-rents. including a sulnlrary ol sigllitieant

accounting policies and other explanatory infonnation. and rve state that lve have obtained all the

infolnation and explanations rvhich. to the best of our knowledge and beliet-. were lrecessar\ ibr the

pLlrposes of the audit.

In our opinion and to the best of our infonnation and according to the explarlatiotls glvell to r-rs. the

statelrent of financial position. staterrent of profit or loss. statelllerrt irf other cottlprcllctlsire

incorne. statement of cash flows and the staternent ol changes in eclLrity together \'vith the noles

folning paft thereof conform with the accounting and reporting standards as applicable in Paliistan

and give the infonration required b1,the Conrpanies Act. l0l7 (XIX ol l0I7) irr thc rtli:lrrrrL'r \()

required and respectively give a true and lhir vieu ol the state ol- tlre ( trrrllrrlrr) ' rtlirtiIs ,,. t11 -10

June 20I8 and of the protit, the cash florvs and the changes in equitl fbr the )ear then e'nded

Basis for Opinion

We conducted our audit in accordance with lnternational Standards on Auditing (lSAs) as applicable

in Pakistan. Our responsibilities under those standards are furlher described in the.{acliarr"r

ResponsibilitiesJbr the Audit of the Financial Statements section of our reporl. We are independent

of the Company in accordance with the International Ethics Standards Board for AccoLlntants' ('ode

of Ethics for Profession.al Accountants as adopted by the Institurte of Chartered Accountants ol'

Pahistan and we have fulfilled our other ethical responsibilities in accordance u'ith the Code. We

believe that the audit evidence we have obtained is sulficient and appropriate to provide a basis tbr

our opinion.

Responsibilities of Management and Board of Directors lbr the F inancial Statements

Managernent is responsible lor the preparation and lair presentation of the flnancial stalerllt'rlls irr

accordance with the accounting and reporting stanclards as applicable in Pakistan and the

requiren.rents of Cornpanies Act,20 l7 (XlX of 20 I7) and tbr such intelnal control as rlrallagellent

determines is necessary to enable the preparation of tlnancial statenrents that arc t|ee tiorlr rlleieriiil

misstaten.rent, whether due to fraud or error.

In preparing the financial statements. management is responsible lor assessing the Corlrparrl ''

ability to continue as a going concern, disclosing, as applicable, matters related to going concern atrd

using the going concern basis of accounting unless tnanagement either intends to Iiquidate the

Company or to cease operations, or has no realistic alternative but to do so.

Board of directors are responsible for overseeing the Company's financial reporting process.
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Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the finarrcial staternents as a whole
are free from material misstatement, whether due to fl'aud or error. and to issue an auditor's rept,rt

that includes our opinion. Reasonable asslrrance is a high level ol assurance, but is not a guarantee

that an audit conducted in accordance with ISAs as applicable in Paliistan will always detecl a

material misstatement when it exists. Misstatements can arise lrom fi"aud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to intlr"rence the
economic decisions of users taken on the basis of these financial statelnents.

As pafi of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:

i. Identify and assess the risks of rnaterial misstatement of the flnancial statentents. whether
due to fraud or error, design and perform audit procedLrres responsive to those risl<s" ancJ

obtain audit evidence that is sufficient and appropriate to provide a basis tbr our opinion.
The risk of not detecting a rraterial misstatement resuiting fl"om fr"aud is higher tl.ran tbr one

resulting from error, as fraud may involve collusion. florgery. intentional onrissions.
misrepresentations, or the override of internal control.

2. Obtain an understanding of internal control relevant to the aLrdit in orcler to ciesign eLrrlir

procedures that are appropriate in the circurnstances, but not for the pLrrpose ol expressing
an opinion on the effectiveness of the Cornpany's internal control,

3. Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by managel'ltent.

4. Conclude on the appropriateness of management's use of the going concern basis ol
accounting and, based on the audit evidence obtained, whether a material uncefiainry exists
related to events ot'conditions that u-ray cast significant doubt on the Courpany's ability to
continue as a going concern. lf we conclude that a rnaterial uncertainty exists, we are
required to draw attention in our auditor's report to the related disclosures in the tlnancial
statements or, if such disclosures are inadequate, to modify'our opinion, Our conclusions are

based on the audit evidence obtained up to the date of our auditor's repoft. l.{owever. futr,iie

events or conditions llay cause the Company to cease to continue as a going concern.

5. Evalr-rate the overal I presentation. structLrre and content of tlre financial statements. inclLrciin-g

the disclosures, and whether the financial statements represent the Lrnderlying transactions
and events in a manner that achieves fair presentation.

We communicate with the board of directors regarding, alnong other matters, the planned scope and

timing olthe audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.
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Report on Other Legal and Regulatory Requirements

Based on our audit, we further report that in our opinion:

a) proper books of account have been kept bv the Corrpan.r as requirecl bl the Corrl.ranie' Ae1
2017 (XIX of 2017);

the statemenl ol financial position. the statement oI profit or loss. lhe staterrenl ol othcr
comprehensive, the statement of cash flows and the staternent olchanges in equitr. tosether
with the notes thereon have been drawn up in confomity with the Companies,Act.20 l7
(XIX of 2017) and are in agreement with the books of account and returns:

investments made, expenditure incurred and guarantees extended during the period were tbr
the purpose of the Company's business; and

d) no zakat was deductible at source under Zakat and Ushr Ordinance, 1980 (XVIII of 1980).

The engagement pafiner on the audit resulting in this independent auditor's report is Sohail Saleem.

b)

c)

ilJ

Businass Executive Centre, F t1T 13, Block 8, Clifton, Karachi-25600 (pakistan)



Pearl Securities Limited
Statement of Financial Position
As at 30 June 2018

SHARE CAPITAL & RESERVES
Authorized capital

50,000,000 (2017: 50,000,000) ordinary shares ofRs. l0 each

Issued, subscribed and paid-up capital
Unappropriated profit
Unrealized (loss) / gain on available-for-sale investments

NON.CURRENT LIABILITIES
Term finance facility - secured

Gratuity provision

Deferred tax

CURRENT LIABILITIES
Trade creditors, accrued and other liabilities
Accrued markup

Short term borrowings
Taxation - net

Contingencies and commitments

NON-CURRENT ASSETS
Property and equipment
Intangible assets

Long term investments

Deferred tax

Long term deposits

CURRENT ASSETS
Short term investments

Receivable against margin financing transactions
Trade debts

Advances, deposits, prepayments and other receivables
Taxation - net

Cash and bank balances

2018 2017Note

6

7

8

__eq9q99q_

144,136,000

164,547,499
(50,546,935)

259,136,554

650,000,000

20,197,602

235,034,459

46,469,040

1,992,447,994

1.137

2,275,097,944

500,000,000

144,136,000

175,067,10s

363,410,972

682,614,077

150,000,000

17,454,000

5,326,882

444,194,368

51,323,396

2,312,483,994

2,808,001,648

9

t0

11

3,203,422,100 3.663.396.607

12

13

t4
8

15

t6

l7
t8

19

184,252,001

5,795,000

32,250,922

2,329,992

ll
235,962,905

71,211,937

5,785,000

62,192,322

1,2,850.079

152,029,238

865,766,934

109,693,232

1,825,472,754

39,944,473

127,591,902

2,967,459,295

1,624,742,939

434,538,232

1,233,102,456

32,463,595

5,084,514

181,435,633

3,511,367,369

3,203,422,100 3.663.396.607

lrl

!*)(

Chief Executive

form an integral part of these financial statements.



Pearl Securities Limited
Statement of Profit or Loss
For the year ended June 30, 20 I 8

Operating revenue

Capital gain on short term investment

Administrative and operating expenses

Operating profit

Finance cost

Other income

Profit before taxation

Taxation
- Current
- Prior years

- Deferred

Profit after taxation

Earnings per share - basic and diluted

Note

25

2018 2017

(Rupees)

20

21

147,440,280

77,678,270

321,689,582

150,471,836

(191,237,547) (204,933,972)

33,881,003 267,227,446

(78,394,500) (216,889,758)22

23

(44,513,497)

86,786,283

(24,600,528)

(7,021,539)

7

Q3,965,203)

50,337,688

83,590,839

42,272,786 733,928,527

24

1&rqlq4_

1.27

__57 956,674

4.02

fi7
The annexed notes from I to 34 form an integral part of these financial statements.

Chief Executive

@
' Dtr*r*

(75,971,853)



Pearl Securities Limited
Statement of Other Comprehensive Income
For the year ended June 30, 2018

Profit after taxation for the Year

Other comprehensive income for the year

Items that may be reclassified subsequently to profit and

loss account

- Unrealised (loss) / gain on available-for-sale investuents

Total comprehensive (Ioss) / income for the year

2018 2017

@upees)

18,307,584 57,956,674

(413,957,907) 92,686,034

_G25,6s0,4rt _rs0$42J48_
tlt

The annexed notes from l to 34 fonn an integral part of these financial statements.

L}
Cht"fEr""rttr" ( \Director



Pearl Securities Limited
Statement of Cash flows
For the year ended June 30, 20 I I

Note

CASTI FLOWS FROM OPERATING ACTIVITIES

Profit before taxation

Adjustments for:
- Depreciation
- Amortization
- Unrealized loss on held-for-trading investments

- Provision for gratuitY

- (Gain) / loss on disposal offixed assets

- Finance cost

Cash generated from operating activities before working capital changes

(Increase) in cutrent assets

Trade debts

Receivable against margin finance transactions

Advances, deposits, prepayments and other receivables

(Decrease) / increase in current liabilities

Trade creditors, accrued and other liabilities

Shorl term borrowings

Financial charges Paid

Gratuity paid

Taxes paid

Net cash (used in) / generutedfrom operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Acquisition of property and equipment

Additions to capital work in progress

Proceeds from disposal ofproperty and equipment

Net proceeds on sale of short term and long term investment

Long term dePosits

Net cash generated ftom investing uctivities

CASH FLOWS FROM FINANCING ACTIVITIES

Dividend paid

Proceeds / (repayments) from long term loan - net

Net cash generatedfrom / (ased in) fi'nancing activities

Net (decrease) / increase in cash and cash equivalents

Cash and cash equivalents at the beginning ofthe year

Cash and cash equivalents at the end ofthe year

Theannexednotesfromlto34formanintegralpartofthesefinancialstatements.

2018 2017

(RuPees)

42,272,786 t33,928,527

6,L44,081

22,258,641

2,743,602

(601,645)

108,939,178

(592,370,298)

325,845,000

(7

(209,159,911)

20,035,991

(803,202,077)

(82,112,2-99)

(26,537,554)

(760,639,966)

(183,826,947)

(112,690,940)

(22,360,198)

226,155,929

150,638,806

57,916,650

(204,370,701)

(324,000)

(44,263,961)

t98,029,931

(28,827,200)

471,172,800

(36,034.000)

218,000,000

(254,034,000)

(53,853,731)

191,435,633

66,963,466

tl4,472,167

181,435,633

{'?7

5,729,965

1,242,273

13,388,588

17,454,000

438,832

216,889,758

255,143,416

(3,145,100)

(1 16,650,000)

1,212,500

352,690,956
I

235,613,435

(10,329,728)

(23,250,000)

76,101

t57,133,094

66r,933)

122,967,534

Chief Executive

127.581,902



Pearl Securities Limited
Statement of Changes in Equity
For the year ended i0 June 2018

,,#J.ii* * unappropriated

p"io:rp."pnrl Profit

Unrealised (loss)

/ gain on

available-for-sale
investments

Total Equity

(Rupees)

Balance as at 0l Iluly 2016

Profit after taxation for the year

Aher co mprehensive i ncome

Unrealised gain on available-for-sale investrnents

Transactions with ow ners

Final dividend for the year ended 30 June 20 I 6 at
- the rate of Rs. 2.50 per share

Balance as at 30 June 201 7

144, I 36,000

Total comprehensive loss for the year ended 30 June 2018

Profit after taxation for the year

Oth er co mp reh ensive i ncome

Unrealised loss on available-for-sale investments

Transactions with ow nen

Final dividend for the year ended 30 Jrne 2017

at the rate ofRs. 2.50 per share

Balance as at 30 June 2018

The annexed notes from I to 34 form an integral part ofthese financial statements

92,686,034 92,686,034

(36,034,000) (36,034,000)

I 44,136,000 175,067,105 363,410,972 682,614,A77

18,307,584 - 18,307,594

(413,957,907) (413,957,907)

- (28,827,200) (28,827,200)

144,136,000 164,547,499 (50,546,935) 259,136,554:::

153,144,431

57,956,674

270,724,938 568,005,369

57,956,674

nt

Ih
Chief Executive



Pearl Securities Limited
Notes to the Financial Statements
For theyear ended 30 June 2018

1. LEGAL STATUS AI\D NATURE OF BUSIiYESS

Pearl Securities Limited (the Company) was incorporated as a private limited company on May 8, 2000 under the

Companies Ordinance, 1984 and was subsequently converted into a public limited Company on April 27,2009. The

Company is a corporate member of Pakistan Stock Exchange Limited (PSX).

The Company is a Trading Right Entitlement Certificate (TREC) holder of PSX and a member of Pakistan Mercantile

Exchange Limited (PMEX). The Company is principally engaged in brokerage of shares, stocks, securities, commodities

and other financial instruments, securities research, financial consultancy and underrvriting. The registered office of the

Company is situated at Office No. 204, 2nd floor, Business and Finance Centre I. I. Chundrigar Road, Karachi.

2. SIGNIFICANT TRANSACTIONS AND EVENTS AF'FECTING THE COMPAI{Y'S FINA}ICIAL POSITION

AND PERFORMANCE

During the current year, the deteriorating political and economical conditions had adverse effects on the equity market

which subsequently resulted in lower profits on short term invesfinents and also affected the trading volumes. This is

- evident from lower profits during the current year as reflected in profit and loss account.

During the current year, the Company has made sigrificant capital expenditure and paid 60Yo of the total amount for
property purchased as stated in note 12.2 to these financial statements.

During the year ended 30 June 2018, the Company has netted of part of finance cost with settlement charges recovered

from clients. The settlement charges recovered have decreasedby 96.30/o whereas the finance cost has decreased by 73.3%,

The above stated adjustnent is made as the related short term borrowings are obtained for clients to finance the purchase of
shares which are then pledged against financing obtained. The income of the Company is the split difference of fitrance cost

paid to banks and interest charged to clients against settlement services which has been adjusted for in the current yeax.

3. BASIS OF PREPARATION

3.1 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 Act20l7; 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, the provisions of and

directives issued under the Companies Act, 2017 have been followed.

3.2 Basis of measurement

These financial statements have been prepared under historical cost convention except financial assets and financial

liabilities which have been stated at their fair values.

3.3 Functional and presentation currency

These furancial statements have been presented in Pakistan Rupees, which is the functional currency of the Company and

rounded off to the nearest rupee.

rlt



3.4 Use of critical accounting estimates and judgments

The preparation of financial statements in conformity with approved accounting standards requires the use of certain critical

accounting estimates. It also requires 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

expectations of future events that are believed to be reasonable under the circumstances. The areas where various

assumptions and estimates involved or where judgment was exercised in application of accounting policies are as follows:

3.5

3.5.r

a) Useful life of property and equipment

b) Carrying amount of intangible assets

c) Impairment of financial assets

d) Provision against trade debts

e) Provision for current and deferred taxation

0 Creditor, accrued and other liabilities

New and amended standards and interpretations

Amendments / interpretation to existing standard and forthcoming requirements.

The following International Financial Reporting Standards (IFRS Standards) as notified

and the amendments and interpretations thereto will be effective for accounting periods

specified below:

Note

4.t.
4.2

4.6

4.9

4.10
4.14

under the Companies Act, 2017

beginning on or after the dates

Classification and Measurement of Share-based Payment Transactions - amendments to IFRS 2 claify the accounting for

certain types ofarrangements and are effective for annual periods beginning on or after I January 2018. The amendments

cover three accounting areas (a) measurement of cash-settled share-based payments; (b) classification of share-based

payments settled net of tax withholdings; and (c) accounting for a modification of a share-based payment from cash-settled

to equity-settled. The new requirements could affect the classification and/or measurement of these arrangements and

potentially the timing and amount of expense recognized for new and outstanding awards. The amendments are not likely to

have an impact on Company's financial statements.

Transfers of Investment Property (Amendments to IAS 40 'Investment Property' -effective for annual periods beginning on

or after 1 January 2018) clarifies that an entity shall transfer a property to, or from, investment property when, and only

when there is a change in use. A change in use occurs when the property meets, or ceases to meet, the definition of

investment property and there is evidence of the change in use. In isolation, a change in management's intentions for the use

of a property does not provide evidence of a change in use. The amendments are not likely to have an impact on Company's

financial statements.

Annual Improvements to IFRSs 2014-2016 Cycte [Amendments to IAS 28 'Investments in Associates and Joint Ventures']

(effective for annual periods beginning on or after I January 2018) clarifies that a venture capital organization and other

similar entities may elect to measure investments in associates and joint ventures at fair value through profit or loss' for

each associate or joint venture separately at the time of initial recognition of investment. Furthermore, similar election is

available to non-investment entity that has an interest in an associate or joint venture that is an investment entity, when

applying the equity method, to retain the fair value measurement applied by that investment entity associate or joint venture

to the investment entity associate's or joint venture's interests in subsidiaries. This election is made separately for each

investment entity associate or joint venture. The amendments are not likely to have an impact on Company's financial

statements

IFRIC 22 'Foreign Currency Transactions and Advance Consideration' (effective for annual periods beginning on or after 1

January 2018) clarifies which date should be used for translation when a foreign crrrency transaction involves payment or

receipt in advance of the item it relates to. The related item is translated using the exchange rate on the date the advance

foreign curency is received or paid and the prepayment or deferred income is recognized. The date of the transaction for

the purpose of determining the exchange rate to use on initial recognition of the related asset, expense or income (or part of

it) would remain the date on which receipt of payment from advance consideration was recognized. If there are multiple

payments or receipts in advance, the entity shall determine a date ofthe transaction for each payment or rebeipt of advance

consideration. The application of interpretation is not likely to have an impact on the Company's financial statements.



IFRIC 23 'Uncertainty over Income Tax Treatments' (effective for annual periods beginning on or after I 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

application of interpretation is not likely to have an impact on Company's financial statements.

IFRS 15 'Revenue from Contracts with Customers' (effective for annual periods beginning on or after 1 July 2018). IFRS

15 establishes a comprehensive framework for determining whether, how much and when revenue is recognized. It replaces

existing revenue recognition guidance, including IAS 18'Revenue', IAS 11 'Construction Contracts'and IFRIC 13

'Customer Loyalty Programmes'. The Company is currently in the process of analyzing the potential impact of changes

required in revenue recognition policies on adoption of the standard.

IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation (effective for annual

periods beginning on or after 1 July 2018 and I January 2019 respectively). IFRS 9 replaces the existing guidance in IAS 39

Financial Instruments: Recognition and Measurement. IFRS 9 includes revised guidance on the classification and

measurement of financial instruments, a new expected credit loss model for calculating impairment on financial assets, and

new general hedge accounting requirements. It also carries forward the guidance on recognition and derecognition of
financial instruments from IAS 39. The Company is currently in the process of analyzing the potential impact of changes

required in classification and measurement of financial instruments and the impact of expected loss model on adoption of
the standard.

IFRS 16 'Leases' (effective for annual period beginning on or after 1 January 2019). IFRS 16 replaces existing leasing

guidance, including IAS 17 'kases', IFRIC 4 'Determining whether an Arrangement contains a Lease', SIC 15 'Operating

Leases- Incentives' and SIC-27 'Evaluating the Substance of Transactions Involving the trgal Form of a kase'.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. [rssor accounting remains similar to

the current standard i.e. lessors continue to classify leases as finance or operating leases. The Company is currently in the

process of analyzing the potential impact of its lease arrangements that will result in recognition of right to use assets and

liabilities on adoption of the standard.

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 companies that

finance such entities with preference shares or with loans for which repay,ment is not expected in the foreseeable future

(referred to as long-term interests or 'LTI'). The amendment and accompanying example 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 Company's financial statements.

Amendments to IAS 19 'Employee Benefits'- Plan Amendment, Curtailment or Settlement (effective for annual periods

beginning on or after I January 2019). The amendments clarifu that on amendment, curtailment or settlement of a defined

benefit plan, a company 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 amendments is not likely to have an impact on

Company' s financial statements.

Annual Improvements to IFRS Standards 20L52O17 Cycle - the improvements address amendments to following
approved accounting standards:

IFRS 3 "Business Combinations" and IFRS 11 "Joint Arrangement" - the amendment aims to clarify the accounting

treatment when a company increases its interest in a joint operation that meets the definition of a business. A company

remeasures its previously held interest in a joint operation when it obtains control of the business. A company does not

remeasure its previously held interest in ajoint 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. frl



IAS 23 Borrowing Costs - the amendment clarifies that a company 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.

The above amendments are effective from annual period beginning on or after I January 2019 and are not likely to have an
impact on Company's financial statements.

4. SIGNIFICANTACCOUNTINGPOLICIES

4,1. Property and equipment

Owned

Properly and equipment are stated at cost less accumulated depreciation and impairment losses, if any.

Depreciation is charged to profit and loss account by applying the reducing balance method systematically on yearly basis
at the rates specifled in note 12.1. Depreciation on additions to properly and equipment is charged from the month in which
an item is acquired while no depreciation is charged in the month the item is disposed off.

The Company assesses at each balance sheet date whether there is any indication that an asset may be impaired. If such an
indication exists the carrying amormt of such assets are reviewed to assess whether they are recorded in excess of their
recoverable amounts. Where carrying values exceed the estimated recoverable amount, assets are written down to the

'recoverable amount; and the impairment losses are recognised in the profit and loss account.

The residual value, depreciation method and the useful lives of each part of properry and equipment that is significant in
relation to the total cost ofthe asset are reviewed, and adjusted ifappropriate, at each balance sheet date.

Gains and losses on disposal ofassets, ifany are included in profit and loss account for the current year.

Normal repairs and maintenance costs are charged to profit and loss account in the period of its occurrence, while major
renovations and improvements are capitalized only when it is probable that the future economic benefits associated with the
item will flow to the entity and its cost can be measured reliably. Disposal of assets is recognized when significant risk and
rewards incidental to the ownership have been transferred to the buyers.

Leased

Assets subject to finance lease are stated at the lower of present value of minimum lease pal.rnents under the lease
agreements and the fair value of the assets. The related obligations of the leases are accounted for as liabilities. Assets
acquired under finance lease are depreciated over the useful life of the assets by applying straight line method
systematically on yearly basis.

4.2 Intangible assets

These represent TREC of Pakistan Stock Exchange Limited and membership cards of Pakistan Mercantile Exchange
Limited. These intangible assets have indefinite useful life and are stated at revalued amount.

The carrying amount of intangible assets are reviewed at each balance sheet date to assess whether they are in excess of
their recoverable. Provisions are made for decline in values, other than temporary, of these assets where the carrying values
exceed estimated recoverable amounts.

Amortization is charged from the month of addition to the month proceeding the month of retirement / disposal, by
applying reducing balance method at the rates specified in note 13.2.

4.3 Borrowing costs

Borrowing costs are interest or other costs incurred by the Company in connection with the borrowing of funds. Borrowing
cost that is directly attributable to a qualifying asset, i.e., an asset that necessarily takes a substantial period of time to get
ready for its intended use or sale, is capitalized as part of cost of that asset. All other borrowing costs are charged to income
in the period in which they are incurred. rlt



4.4 Financial instruments

A11 the financial assets and financial liabilities are recognized at the time when the Company becomes a party to the

contractual provision of the instruments. All the financial assets are derecognized at the time when the Company loses

control of the contractual rights that comprise the financial assets. A1l financial liabilities are derecognized at the time when

they are extinguished that is, when the obligation specified in the contract is discharged, cancelled, or expires. Any gain or

loss on derecognition of the financial assets and financial liabilities are taken to profit and loss account.

Financial assets and liabilities are initially measured at fair value plus directly attributable transaction costs and

subsequently measured at fair value or amortized cost as the case may be.

Off-setting for financial assets and financial liabilities

Financial assets and liabilities are off set and the net amount is reported in the balance sheet only when there is a legally

enforceable right to set off the recognized amount and the Company intends to either settle on a net basis, or to realize the

asset and settle the liability simultaneously.

Impairment

Financial assets

A financial asset is assessed at each reporting date to determine whether there is any objective evidence that it is impaired.

A financial asset is considered to be impaired if objective evidence indicates that one or more events have had a negative

effect on the estimated future cash flows of that asset.

An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable amount of the

asset. An impairment loss is reversed only to the extent that the asset's carrying amount does not exceed the carrying

amount that would have been determined, if no impairment loss had been recognised.

Non-ftnancial assets

The Company assesses at each balance sheet date 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 the profit and loss account. The recoverable amount

is the higher of an asset's fair value less costs to sell and value in use.

An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable amount of the

asset. An impairment loss is reversed only to the extent that the asset's carrying amount does not exceed the carrying

amount that would have been determined, if no impairment loss had been recognised.

Investments

Investments are initially recognized at fair value, being the cost of the consideration given including transaction cost

associated with the investments, except in case of held for trade investments, in which case the transaction costs are

charged off to the profit and loss account.

A11 purchases and sales of securities that require delivery within the time frame established by regulation or market

convention such as 'T+2' purchases and sales are recognized at the trade date. Trade date is the date on which the Company

commits to purchase or sale an asset. fls
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The Company classifies its investments in the following categories:

Financial assets 'at fair value through profit or loss - held-for-trade'

Investments that are acquired principally for the purpose of generating a profit from short-term fluctuations in prices are
classified as 'financial assets at fair value through profit or loss - held for trade'. Subsequent to initial recognition, these
investments are marked to market and are carried on the balance sheet at fair value, except for investments in unquoted
debt securities which are carried at cost. Net gains and losses arising on changes in fair values of these investments are
taken to the profit and loss account.

H el.d-to- m aturity inv e stm e nt s

Investments with a fixed maturity where the Company has the intent and ability to hold to maturity are classified as held-to-
maturity investments. Held-to-maturity investments are carried at amortized cost using the effective interest rate method,
less any accumulated impairment losses.

Available-for-sale

Investments intended to be held for an indefinite period of time, which may be sold in response to needs for liquidity or
changes in market prices, are classified as 'available for sale'. Subsequent to initial measurement, available for sale'
investments are remeasured to fair value. Net gains and losses arising on changes in fair values,of these investments are
taken to equity. However, any premium or discount on acquisition of debt securities is amortized and taken to the profit and
loss account over the life of the investment using the effective interest rate method. When securities are disposed off or
impaired, the related fair value adjustments previously taken to equity are transferred to the profit and loss account.

Fair value for listed securities are the quoted prices on stock exchange on the date it is valued. Fair value of term finance
certificates, units of open end mutual funds and government securities are determined on the basis of rates notified by
Mutual Funds Association of Pakistan for term finance certificates, relevant redemption prices for the open-end mutual
funds and quotations obtained from the PKRV sheets for government securities respectively. Unquoted securities are valued
at cost.

Long term deposits

These are stated at cost which represents the fair value of consideration given.

Trade debts

These are stated net of provision for doubtful debts. Full provision is made against the debts considered doubtful.

4.10 Taxation

Current

The Company's business income is assessable under Section 233,4. 'Collection of tax by a stock exchange registered in
Pakistan' of the Income Tax Ordinance, 200L and in accordance with [rtter No. 4(1) ITP t 2OO4 - SE of the Revenue
Division, Central Board of Revenue dated July 03, 2004. However, provision for other taxable income (excluding dividend
& property rental income) is based at current rates of taxation after taking into account tax credits and tax rebates available,
if any.

Defeted,

Deferred tax is accounted for using the balance sheet liability method in respect of all taxable 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 taxable profit. Deferred tax liabilities are recognised for all taxable temporary differences
and defqrred tax assets are recognised 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 not recognised for the following temporary differences; the initial recognition of assets or liabilities in a
transaction that is not a business combination and that affects neither accounting nor taxable profit or loss, and differences
arising on the initial recognition of goodwill. be available against which the deductible temporary differenceE, unused tax
losses and tax credits can be utilized.

lvtl
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Deferred tax is calculatecl at the rates that are expected to apply to the period when the differences reverse, based on tax

rates that have been enacted.

The Company takes into account the current income tax law and clecisions taken by the taxation authorities' Instances

where the Company's views cliffer from the income tax department at the assessment stage and where the Company

considers that its view on items of material nature is in accordance with law, the amounts are shown as continSent

4.tl Revenue recognition

- Brokerage ancl commission income is recognised as ancl when such services are provided'

- Divi6end income is recognised at the time when the right to receive dividend is established

- Interest income is recognised on a time propoltion basis that takes into account the effective yield

- Income on continuous funding system is recognised on an accrual basis.

- Underwriting commission is recognised when the agreement is executed.

- Gains / (loss) arising on sale of investments are included in the profit and loss account in the period in which they arise'

- Unrealised capital gains / (losses) arising from mark to market of investments classified as 'financial assets at fair value

through profit or loss - held-tbr-trading' are includecl in profit and loss account in the period in which they arise'

- unrealisecl capital gains / (losses) arising from mark to market of investments classified as 'available-for-sale' are taken

directly to other comprehensive income'

- Gains / (losses) arising on revaluation of clerivates to fair value are taken to profit and loss account into other income / other

- A11 other incomes are recognised on an accrual basis'

4.LZ Expenses

A11 expenses are recognized in the profit and loss account on an accrual basis'

4.13 Provisions

A provision is recognised in the balance sheet when the Company has a legal or constructive obligation as a result of a past

event, it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and

a reliable estimate can be macle of the amount of obligation. However, provisions are reviewed at each balance sheet date

and adjusted to reflect current best estimate'

4.14 Creditors, accrued and other liatlilities

Liabilities for trade and other amounts payable are measurecl at cost which is the fair value of the consideration to be paid

in future for goods and services received'

4.15 Dividend

Diviclend distributions and appropriations are recorded in the period in which the distributions and appropriations are

4.16 Cash and cash equivalents

Cash and cash equivalents for cash flow purposes include cash in hand, current and cleposit accounts held with banks'

4.17 Earning Per share

Eaming per share is calculated by dividing the profit after taxation for the year by the weighted average number of shares

outstanding during the year. 
fll



5. ISSUED, SUBSCRIBED AND PAID-UP CAPITAL

This comprises fully paid-up ordinary shares of Rs. 10 each as follows:

2018 2017

-*-- (No. of shares) -----

_u,413,600_ _r4At3,600

5.1 Categories of shareholders

Members
Mrs Fatima ljsman
Mrs. Naik Perveen
Mr. Muhammad Arfeen Dhedhi
Mr. Amir Nazeer Dhedhi
Ms. Alia Dhedhi
Mr. Sajid Anwar
C:ovemment of I(PK GPI Fund

Issued for cash

2018 20r7

_ !44,136,000 144,136,000

Note

Director:s and their spouse(s)
Ms. Farah Zubak
Mr. Pervez }llkza Chaghtai
Mr. M Asadullah Sheikh
Mrs Farzana Asad

and minor children

Sharrcholders

1

1

I
1

I
1

1

I
I
I
1

5.1

5.2

5.3

Shares Held

4,4lg,600
972,555
972,625
972,625
972,625

500
5r670,300

500
500
s00

432,27O

Percentage

3O.656Vo
6.747 7o

6.748Vo
6.748Vo
6.7487o
O.OO3Vo

39.34OVo

O.OO3%b

O.OO3Vo

O.OO37o

2.9997o

Total

6. TERMFINANCEFACILITY-SECURED

Silk Bank Limited
Summit BankLimited
Saudi Pak Agricultural & Investment Company Limited

14,413,600 lAO.OO7o

150,000,000

150,000,000

350,000,000

650.000.000

150,000,000

6.1

1s0,000,99q_

The Company obtained term finance facility from Silk Bank Limited amounting to Rs.150 million (2017: Rs. 150 million) repayable in
two installments of Rs.37.5 million and Rs.112.5 million in July 2019 and October 2019 respectively. The said facility carries mark-up
rate of 3-months Karachi Inter Bank Offered Rate (KIBOR) plus 2.5Vo per annum which at the year end stood at 9.42Vo per annum (2017:
8.64Vo), payable on quarterly basis. The facility is secured by first pari passu charge of Rs. 1.14 bitlion on receivables of the Company.

During the year ended 30 June 2018, the Company obtained term finance facility of Rs. 150 million from Summit Bank Limited to
finance long term investment in listed companies shares for a period of two years. The prinicipal repayment is to be done by one off
repayment in December 2019. Markup will be charged on 3 months KIBOR plus 27o per annum which at the year end stood at g.92Vo per
annum' The facility is secured against first pari passu charge over receivable with 30Vo infavor of the bank and personal guarantee of the
Chief Executive Officer of the Company.

During the year ended 30 June 2018, the Company obtained approval for extention of already availed financing facility from Saudi pak
Industrial and Agricultural lnvestment Company Limited. The maturity pb.iod hus been extended to further 13/14 months in addition to
already approved period of 3, 6,9, 12 and 15 months. The said facility carries markup at the rate of 3 months KIBOR plus 300 bps per
annum, subject to quarterly revision, which at the year end stood at 9.927o per annum (2017: 9.l47o per annum). The facility matures in
different dates subsequent to the year end and is secured by shares of the listed companies along with 35Vo (2017:35Vo) margin and
personal guarantee of one director of the Company.

STAIT' RETIREMENT BENEFITS

During the year ended 30 June 2017, the Company started making provisions for unfunded employees gratuity ,"h..., details of which
are given below:

7.L



7.2 Principalactuarialassumptions

The latest actuarial valuations of the unfunded gratuity scheme was carried out by the valuers Akhtar & Hassan Company as at 30 June

2018. The principal actuarial assumptions based on acturial report for the year ended 30 June 2018 are as follows:

7.3

7.4

Discount rate

Salary increase rate

The amounts recognized in balance sheet

Present value ofdefined benefit obligations

Fair value ofplan assets

Deficit

Movement in present value of defined benefit obligations

Present value ofobligations as at 01 July

Current service cost

Interest cost on defined benefit obligation

Re-measurement Loss

Actual benehts paid during the year

Present value ofobligation as at 30 June

Cost recognized in profit and loss account

Current service cost

Net Interest

7.6 Sensitivity analysis on significant actuarial assumptions: Pension Fund

Current Liability

Discount rate: +0.5Vo

Discount rate: -0.502

Long term salary increase: +0.5o%

Long term salary increase: -0.5olo

8. DEFERREDTAXATION

Taxable temporary difference:
Accelerated depreciation allowance

Deductible temporary difference:
Provision for bad debts

Provision for gratuity

Taxable temporary difference :

Accelerated depreciation allowance

Deductible temporary difference :

Provision for bad debts

Provision for gratuity

Lease liability

10.00% 9.25o/o

8.750 8.00%

-:

2018 2017

------- ( R up ees ) ----*--

20,197,602 17,454,0_00

20,197,602 I 7.454,000:

7.5

17,454,000

3,287,000

1,724,602
(2,268,000)

---20'121&-

3,287,000

1,724,602

5,011,602

20,197,602

19,2L0,000

21,264,000

21,272,000

19,194,000

2018

14,155,000

2,759,000

1,407,000

(543,000)

(324,000)

______1lB!00

2,759,000

1,407,000

4,166,000

r7,454,000

I 6,574,000

18,407,000

18,414,000

16,560,000

(1,785,506)

1,875,702

(5,417,078)

_____Gi2$q2)

(3,758,988)

(60,507)

[L,476,359

______1,6s6-Sl_

2017

Closing
balance

(5,544,494)

1,815,195

6,059,281

_232e982_

Opening Charge /
balance (reversal)

@upees)

(1,922,467)

13,741

136,961

1,875,702

(s,417,078)
(1,936,208)

______(s319,623)

Opening Charge /
balance (reversal)

(RuPees)

Closing

balance

(1,785,506)

1,815,702

(5,417,0-78)

------g;25$82)-(/t



Note

t0.l
10.2

10.3

10.4

10.5

10.6

10.7

2018 20t7

9. CREDITORS, ACCRUED AND OTI{ER LIABILITTES

Creditors for purchase of shares

Creditors of PMEX- Client

Payable for money market transactions

Sindh sales tax on brokerage services

Commission payable to traders

Accrued and other liabilities

10. SHORT TERM BORROWINGS

Froru banking companies - secured'

Summit Bank Limited
NIB Bank Limited
Silk Bank Limited
Sindh Bank Limited

Askari Bank Limited

From investment companies - secured

Saudi Pak Industrial & Agricultural Investment

Company Limited
Pak Oman Investment Company Limited

115,989,111

6,143

99,366,181

730,128

9,109,588

9,833,307

-?3s,034,4s8

319,555,952

500,934,251

630,171,360

93,496,631

M8,289J00

t70,213,369

6,t43
253,648,635

1,565,485

|t,253,t34
7,507,642

4M,t94,368

216,203,762

242,893,807

285,005,886

642,995,665

375,899,114

400,000,000

149,485,650

1,992,447,894 2,3t2,483,884

10.1 This includes three (2017: two) running finance facilities against readily marketable shares of quotes companies, personal guarantee of
the Chief Executive Officer of the Company and first pari passu charge over receivables of the Company with 307o matgin amounting to

Rs. 350 million, Rs. 50 million and Rs. 50 million (2017: Rs. 350 million & 100 million). These facilities carry markup at the rate of 3

months KIBOR plus 200 bps per annum and 1 month KIBOR plus 300 bps per annum respectively, which at the year end stood at8.9Zvo

and 9.927o per annum respectively (2011 8.l4%o md 9.I4Vo per annum). Rs. 350 million facility will expire in March 2019 and Rs. 50

million facilities will expire in July 2018.

This also includes short term finance facility under repurchase ilrangement with a limit of Rs. 300 million (2017: Rs' 300 million),

secured by readily marketable securities of quoted companies with minimum 30Vo margin. As at balance sheet date, the Company had

availed Rs. Nil (2017: Nil).

In addition to the above facilities the Company has also availed Intra Day Finance facility with a limit of Rs. 150 million (2017: Rs. 150

million) for the purpose of settlement of intra-day demands payable to NCCPL and release of shares pledged with Bank. This facility is

repayable and adjustable on the same day on which the facility is availed and valid till December 2018. Intra-day facility fee at the rate of

5Zo (exclusive of Sindh Sales Tax) on the consolidated amount utilized by customer for all debit transactions / value of shares released is

charged and payable on weekly basis.

The running finance facility from NIB Bank Limited has matured during the year.

This represents running finance facility with a limit of Rs. 545 million (2017: Rs.315 million) for meeting the working capital

requirements carrying markup at the rate of 3 months KIBOR plus 250 bps per annum subject to quarterly revisions, which at the year end

stood at 9.42Vo per annum (2017: 8.647o per annum). The facility is secured with first pari passu charge of Rs. 1.14 billion on receivables

of the Company. The facility is payable on demand through customer's own sources.

This represents running finance facitity with a limit of Rs. 650 miitlon (2017: Rs. 650 million) for meeting the working capital

requirements carrying markup at the rate of 3 months KIBOR plus 375 bps per annum subject to quarterly revisions, which at the year end

stood at 10.67%o per annum (201'7: l\Vo per annum). The facility is secured by pledge of shares of listed companies with357o margin. The

facility wili expire in June 2019.

rlt
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This represents running finance facility with a limit of Rs. 400 million (2017: Rs. 400 million) for meeting the working capital

requirements carrying markup at the rate of 3 months KIBOR plus 200 bps per annum payable'on quarterly basis, which at the year end

amounted to8.92Vo perannum (2017:B.l4Vo perannum).Thefacilityissecuredbypledgeof shares with3\Voto40Vo margin.The

facility expires in November 2018.

During the year ended 30 June 2018, the Company obtained approval for extention of already availed financing facility from Saudi Pak

Industrial and Agricultural Investment Company Limited. The maturity period has been extended to further 13/14 months in addition to

already approved period of 3, 6, g, 12 and t5 months. The said facility carries markup at the rate of 3 months KIBOR plus 300 bps per

annum, subject to quarterly revision, which at the year end stood at 9 .927o per annum (2017: 9.147o per annum). The facility matures in

different dates subsequent to the year end and is secured by shares of the listed companies along with 35vo (2017:357o) margin and

personal guarantee ofone director ofthe Company.

lO.7 This represents short term finance facility under re-purchase ilrangement with investment company on three PIB's and one T-Bill (2017:

one pIB) amounring to Rs. 150 million, Rs. 100 million, Rs. 50 million & Rs. 148.289 million respectively (2017: Rs. 100 million). PIB's

have maturity of l0 years and T-Bill has maturity of 3 months (2017: l0 years PIB of Rs. 100 million) maturing in July 2018 respectively

(2017: tuly 2017) carrying markup at the rates ranging from6.5%o to 7Eo per annum (2017: 6.57o per annum).

10.5

10.6

11.

L2.

CONTINGENCIES AND COMMITMENTS

There are no contingencies and commitments as 30 June 2018 (2017: Nil).

PROPERTY AND EQTITPMENTS

Property & equipments

Capital work-in-progress

Note

12.1

12.2

30 Jtme 201E

44,352,001

139,900,000

47,96t,837

23,250,000

2018 2017

(Rupees)

_W25'2,001 1t,211,837

L2.t

COST

As at 1 July 2017
Additiors
Disposals
As at 30 Jrme 2018

ACCT]MULATM DEPRECIATION

As at 1 July 2017
Forthe year
On disposals
As at 30 Jrme 2018

Written do*n value

Office
Prremises

-- (Rupees)

t5,396fi25 8,486,E01 5,903,075 t4,8E5226 29,645251
663.000 2,260,ON- 11,000 211,100

- (1,557,500)

r5,s o,ozs 8,473,713 6$l$,4vt rs,s48226 3o)4it:7sl

Ftrrniture and
fixtures

- 4,615,482 2,198,619

- 387?32 377,797

Computem Vehicles

- (1,012.760) (1.,066,411)

- 4,9SEr05 2,s?5,W4 
- 

10,714,552 13,192,7W 31,432,811

9,552,773 9,998,267

t,t6t;779 4,2\7273

74316,978
3,145,100

(1,677 266)
75;78/,812

26355,141
6,144,081

44352,0011t5J%.6r5 3,485J0S 3/81'613 1"833"6?1 l?Js.t ,?t

30 June 2017

Frminre and
Office Prembes ^ Utbce equpnEff

tfihres

15,396,625 8,441,1.44 5,364,898 14,255A73 22'113,251 65'574'397

- 99,005 1,560,970 7,137,753 7,532,000 10,329,728

- (s3,348) (1,022,793) (5 1 1,000) - (1 
'587 ,747

15,396,625 8,486,801 ' 5,903,075 14,885,226 29,645,251. 74,316,978

4,226,493 2,420,065 8,866,139 6,1'84,687 27'697'384

422,932 333,sO2 1,169,951 3,803,580 5J29,965

(33,s43) 6s4,948) (483,31?) _ - (1 ,O722o8)
---- - 4,615,482 Z,tsS(Jts 9,552,773 9,988,267 26,355,141

#

153%,625 3,877,319 3,70!416 _ 5,332'4s3 19,656'984

Corrputem

COST

As at I July 2016
Additiors

Disposals

As at 30 Jrme 2017

ACCLMUI-ATM DEPRECIATION

As at 1 July 2016
For the year

Ondisposab
As at 30 June 2017

Wrinendownvahre 47.961,83'7

rll -



12,3 Particulars ofequipments disposed offduring the year ended 30 June 2018 are as follows:

Particulars

Furniture and fixtures

Office equipment

Vehicles

cost Book varue sare proceed t*:lllfill on 
Mod. of disposar Particulars of

24,088 9,979 3,000

95,678 56,t36 14,500

1,557,500 544,740 1,195,000

1,677,266 610,855 1,2t2,s00

(6,979)

(41,636)

650,260

601,645

Negotiation

Negotiation

Negotiation

2018

Sold in market

Sold in market

Sold in market

2017

Note (Rupees)

13. INTANGIBLE ASSETS

Trading Right Entitlement Certificate (TREC)

Pakistan Mercantile Exchange Limited - membership card

Software

13.1 This represents TREC received by the Company in accordance with the
Integration) Act 2012. These have been carried at cost less impairment.

13.2 Amortization of software

As at July 0l
Additions during the year

Total
Charge for the year

As at 30 June

14. LONGTERMINVESTMENTS

Available-for-sale investment

Shares in Pakistan Stock Exchange

Pakistan Stock Exchange Limited
National Clearing Company of Pakistan Limited
Pakistan Mercantile Exchange Limited

I J.1 5,535,000

250,000

5,535,000

250,000

__u8199!_
Stock Exchanges (Corporatization,

____ll!rJ99_

Demutualization and

905,933

1,242,273

(1,242,273)

14.1 32,250,822 62 t82J22

14.1 Under Stock Exchanges (Corporatization, Demutualization and Integration) Act,2012 (the Act), the Company received 4,007,383 equity

shares of Rs.l0 each of PSX, whereby, 40%o eqrity shares i.e. 1,602,953 shares were actually received by the Company and the remaining

600lo shares (i.e.2,404,430 shares) were transferred to CDC sub-account in the Company's name under the PSX's participant ID with the

CDC. The said shares will remain blocked until these are divested / sold to stategic investor(s), general public and fmancial institutions
and proceeds are paid to the Company.

During March 2017,1,602,953 (40oA shares of PSX were sold under the share purchase agreement between PSX and an Anchor investor

andadditional80l,477 (20%o)sharesunderlnitialPublicOfferinginJune20lTattherateofRs.28pershare. Further,asperSection5(2)
of Public Offering Regulations, 2017 , the Company is required to retain not less than 25Yo of the total paid up capital for a period of not

less than three financial years from the last date for the public subscription.

Given the above, the investment to the extent of 40.75o/o has been classified as long term investment while the remaining investment in
PSX has been classified under short term investment.

15. LONGTERMDEPOSITS

I 5.1

1s.2

5,700,000

1,300,000

3,250,000

100,000

995,000

11,345,000

7,705,079

800,000

3,250,000

100,000

995,000

12,850,019

15.1

t5.2

Cenhal Depository Company of Pakistan Limited
Others

This represents deposit placed with PSX for taking exposure in regular and future market.

This represents deposit placed with PMEX for taking exposure in commodity market. fl?



2018 2017

Note @upees)
16. SHORTTERMINVESTMENT

Financial assets classified as available-for-sale
Shares oflisted companies - at cost
10 Years 12% Pakistan Investment Bonds - at cost

Less: Unrealized gain on revaluation of
available-for-sale investments

Financial assets classified as fair value through profit
and loss - held-for-trading

Shares oflisted companies - at cost

Less: Unrealized loss on revaluation of
held-for-trading investments

16.1 Financial assets classified as available-for-sale

Al-Shaheer Corporation Limited

_86s J 66,93!_ _ r,62U-42 W_

30 June 2018 30 June 2017

Average Cost Market Yalue Average Cost Market Value

@upees)

16.1

16.1

878,312,534

801,864,911

1,069,1 58,25 I
1 1 1,503,941

311 104

1,491,931,296

16.2

16.2

86,160,664

I
63,902,023

146,200,232

1 3,388,589)

132,81t,643

67,82s,019 24,923,99s 67,82s,0t9
914,642 (2017 914,642) ordinary shares of
Rs. l0 each fully paid

Al-Ameen Islamic Active Allocation PIatVIII 2,418,029 2,178,622 2,418,029

First Capital Equities Limited
997,000 (2017:997 ,000) ordinary shares of
Rs. 10 each fully paid

Gadoon Textile Limited
Nil (2017: 1,500) ordinary shares of
Rs. l0 each fully paid

Ghandhara Industries Limited
4,450 (2017: Nil) ordinary shares of
Rs. l0 each tuily paid

Gul Ahmed Textile Mills Limited
Nil (2017: 80,000) ordinary shares of
Rs. 10 each fully paid

Honda Atlas Cars Limited
4,200 (2017: Nil) ordinary shares of
Rs. l0 each fully paid

Mughal lran & Steels Limited
Nil (2017: 308,000) ordinary shares of
Rs. 10 each fully paid

35,084,430 8,374,800 35,084,430 9,970,000

349,485 316,500

3,324,150 3,144,770

3,784,755 3,278,400

36,686,291

2,342,308
24,180 (2017:24,180) ordinary shares of
Rs. l0 each fully paid

Ansari Sugar Mills Limited 41,247,232 42,441,825
2,062,285 (2017: Nil) ordinary shares of
Rs. l0 each fully paid

First Capital Securities Corporation Limited 14,361,600 9,792,000 14,361,600 15,830,400
4,080,000 (2017:{,080,000) ordinary shares of
Rs. l0 each fully paid

2,730,000 1,328,838

22,659,012 24,864,840



NIB Bank Limited
Nil (2017: 5,210,000) ordinary shares of
Rs. 10 each fully paid

Nishat Chunian Power Limited
Nil (2017: 13,500) ordinary shares of
Rs. l0 each tully paid

Pakistan Stock Exchange Limited 6,793,650 5,43t,250
275,000 (2017: Nil) ordinary shares of
Rs. 10 each fully paid

Power Cement Limited 3,906,949 2,964,250
355,000 (2017: Nil) ordinary shares of
Rs. l0 each fully paid

Power Cement Limited-LoR Freeze

Nil (2017: 325,000) ordinary shares of
Rs. 10 each fully paid

Summit Bank Limited
1,822,946 (2017: 50,000,000) ordinary shares of
Rs. 10 each fully paid

Summit Bank Limited - Preference Shares

Nitr (2017: 15,691,404) ordinary shares of
Rs. 10 each fully paid

30 June 2018 30 June 2017

Avera[e Cost Market Value Average Cost Market Value
(Rupees)

11,685,461 8,961,200

638,415 601,425

- 4,29t,000 4,348,500

386,683,951 251,L69,334 150,487,1 10 206,000,000

146,030,628 t56,9t4,040

Sui Northem Gas Pipelines Limited 51,680,538 37,14L,532
370,600 (2017: Nil) ordinary shares of
Rs. 10 each fully paid

sui southem Gas Company Limited 9,341,216 6,564,000 11,069,341 8,629,170
200,000 (2017: 237 ,000) ordinary shares of
Rs. 10 each fully paid

Silk Bank Limited 228,000,000 95,760,000

Nil (2017: 57,000,000) ordinary shares of
Rs. 10 each fully paid

The Universal Insurance Company Limited 7501430 566,575

15,043 (2011: Nil) ordinary shares of
Rs. 10 each fully paid

TPL Properties Limited 31,418,370 24,035,850 66,636,000 67,375,000
2,584,500 (2017: 5,500,000) ordinary shares of
Rs. l0 each tully paid

TPL Insurance Limited (formerly TPL Direct Ins Ltt 1,076,440 1,062,270 1,076,440 1,107,000

49,500 (2017: 45,000) ordinary shares of
Rs. 10 each fully paid

TRG Pakistan Limited 219,676,530 380,745,000 302,761,525 737,442,280
13,294,169 (2017: 18,394,669) ordinary shares of
Rs. t0 each fully paid

o40 a1a Eal oil oal n1a I nzn 1<o a<l 1 10i laa a<A



16.2 Financial assets classified as fair value through profit
' and loss - held-for-trading

Aisha Steels Limited

195,000 (2017:174,500) ordinary shares of
Rs. 10 each fully paid

Askari General Insurance Limited
Nil (2017: 10,350) ordinary shares of
Rs. 10 each tully paid

Attock Refinery Limited
16,500 (2017: 14,700) ordinary shares of
Rs. l0 each fully paid

The Bank of Punjab

475,000 (2017: Nil) ordinary shares of
Rs. 10 each tully paid

30 June 2018 30 June 2017
. Average Cost Market Value Average Cost Market Value

(Rupees) ------

4,232,906 3,075,150 4,071,562 3,549,330

352,27t 308,948

6,171,050 3,552,61.5 6,728,615 5,623,926

5,937,022 5,733,250

Dewan Farooq Motors Limited 218441521 1.,8L9,520

64,000 (2017: Nil) ordinary shares of
Rs. 10 each fully paid

Dewan Cement Limited 20,189J38 12,897,000

716,500 (2017: Nil) ordinary shares of
Rs. 10 each fully paid

Dost Steel Limited 1,464,966 949,200

120,000 (2017: Nil) ordinary shares of
Rs. 10 each fully paid

Engro Polymer Limited 2,910,L56 2,446,080 1,352,680 6,825,500

78,000 (2017: 187,000) ordinary shares of
Rs. 10 each fully paid

Engro Polymer Limited - Right - 326,295
36,995 (2011: Nil) ordinary shares of
Rs. l0 each fully paid

Fauji Foods Limited 5,009,0L4 4,196,400
130,000 (2017: Nil) ordinary shares of
Rs. 10 each fully paid

Fauji Fertilizer Company Limited 14,587,616 11,569,600

Ni1 (2017: 140,000) ordinary shares of
Rs. 10 each fully paid

Ghani Global Glass Limited 2,309,328 1,129,135

l.lil (2017: 86,500) ordinary shares of
Rs. 10 each fully paid

Golden Arrow Selected Stock Fund

10,000 (2017: Nil) ordinary shares of
Rs. 10 each tully paid

95,001 90,000

Glaxo Consumers Healthcare Pakistan Limited 785,427 688,585

1,70O (2017: Nil) ordinary shares of
Rs. 10 each fully paid



Gul Ahmed Textile Mills Limited
Nil (2017: 41,000) ordinary shares of
Rs. l0 each tully paid

Honda Atlas Cars Pakistan Limited
3,800 (2017: Nil) ordinary shares of
Rs. 10 each fully paid

Hub Power Company Limited
Nil (2017: 77,600) ordinary shares of
Rs. 10 each fully paid

International Steels Limited
48,500 (2017: Nil) ordinary shares of
Rs. l0 eaoh frrlly paid

K- E I e ctri c Company Limit ed
374,000 (2017: 515,000) ordinary shares of

' 12,514 (2017: 7,500) ordinary shares of
Rs. l0 each fully paid

Maple Leaf Cement Limited
Ni1 (2017: 5,900) ordinary shares of
Rs. l0 each ftlly paid

Mughal lron & Steels Limited
42,000 (2017l. Nil) ordinary shares of
Rs. l0 each fully paid

Nishat Chunian Power Limited
Nil (2017: 94,500) ordinary shares of
Rs. 10 each ful1y paid

Oil & Gas Development Company Limited
Nil (2017: 74,000) ordinary shares of
Rs. 10 each fully paid

Pakistan International Bulk Terminal Limited
Nil (20i7: 100,000) ordinary shares of
Rs. 10 each fully paid

Pakistan Oil Field Limiled
Nil (2017: 19,000) ordinary shares of
Rs. l0 each fully paid

P akistan ReJinery Limited
102,000 (2017: Nil) ordinary shares of
Rs. l0 each tu1ly paid

Pakistan Stock Exchange Limited
Nil (2017: 375,000) ordinary shares of
Rs. l0 each fully paid

30 June 2018 30 June 2017

Average Cost Market Value Average Cost Market Value

@upees)
- 2,019,031 1,680,180

2,073,996 1,202,292

10,049,809 9,112,568

700,189 657,424

3,135,135 2,579,640

5,481,000 4,209,975

13,309,839 10,411,060

3,011,086 2,316,000

10,604,669 9,704,950

6,024,825 3,540,420

6,074,37E 4,932,450

2,410,625 2,124,320 4,946,406 3,553,500

Rs. 10 each tully paid

Pakistanoxygenltd (FarnetlylindePakistanltd) 3,448,871 3,003,360 2,485,351 l,8o7,6so

10,470,000 9,630,000



30 June 2018 30 June 2017
Average Cost Market Value Average Cost Market Value

Power Cement Limited
25,000 (2017: Nil) ordinary shares of
Rs. 10 each fully paid

Singer P akistan Limited
Nil (2017: 20,000) ordinary shares of
Rs. 10 each fully paid

Sui Northern Gas Pipelines Limited
Nil (2017:240,000) ordinary shares of
Rs. 10 each fully paid

-(Rupees) -----

232,500 208,750

t,s2l,l18 t,244,800

27,552,019 35,740,800

Sui Southern Gas Company Limited 3,424,010 3,117,900
95,000 (2017: Nil) ordinary shares of
Rs. 10 each fully paid

Searle Pakistan Limited 6,711,376 5,176,118
Nil (2017: 10,1l0) ordinary shares of
Rs. 10 each fully paid

Summit Bank Limited 688,810 541,780
Nil (2017: 131,500) ordinary shares of
Rs. l0 each fully paid

TRG Pakistan Limited 8,260,642 5,885,520 11,247,457 8,418,900
205,500 (2017:210,000) ordinary shares of
Rs. 10 each fully paid

Tristar Polyster Limited
92,311 (2017: Nil) ordinary shares of
Rs. 10 each fully paid

1,495,881 1,533,286

86.160.664 63.902,023 146,200,232 132,811,643

16.3 Fair value ofshares pledged with banking companies against various short term nrnning finance facilities as at .Tune 30, 201 8 amounted

to Rs. 2,001 million (2017: Rs. 3,403 million). Total value of pledged securities with financial institutions indicating separately

securities belonging to customers is as under:

June 30.2018 June 30. 2017
No. of Amount No. of Amount

securities (Rupees) securities (Rupees)

417,594,800 1,179,173,628 385,209,500 2,032,440,105
196,396,096 821,651,488 I56,198,520 1,370,966,258

-__5 p90d9 *__2J00d25J_l_6_ ____j!J_J-l4{._ __il!3-496,i!l_

Client
House
Total

17. TRADEDEBTS
Considered good

Considered doubtful

Less: Provision against doubtful debts

2018 2017
Note (Rupees)

I 7.1 1,825,472,754 t,233,102,456

6,050,650 6,050,650

1,837,523,404 1,239,153,106

I 7.2 (6,0s0,650) (6,050,650)

1,825,472,754 1,233,102,456

17.l This includes an amount of Rs.364,283,694 (2017:' Rs.70,707,786) receivable from NCCPL against trade of clients

fl7



2018 201'7

(Rupees)

Trade debts and other receivables are recognized at fair value less provision for doubtful debts. The provision is made when there is

objective evidence that the Company will not be able to collect all amounts due according to original terms of receivable. Trade debts and

other receivables considered irrecoverable are written off.

17 .4 The Company holds equity securities having fair value of Rs.4.301 billion (30 June 2017 : 3 .368 billion) owned by its clients as collaterals

against trade debts. The aging analysis for amounts receivable from clients for more than five days is as follows:

t,016,646,403

17.2 Provision against doubtful debts

As at July I
Charge / (reversal) for the year

As at June 30

17.3 Treatment of amount receivable from customers

Amount due from clients for more than 5 days

Value of listed shares (collateral) after applying haircut on the

basis of VAR

Amount Receivable from clients exceeding the collateral

held from such customer

17.5 This includes an amount of Rs. 52,631 (2017: Rs. Nil) receivable

follows:

Name of client

Mr. Pervez Mirza Chaghtar

Mrs. Farzana Asad

18. ADVANCES, DEPOSITS, PREPA\MENTS AND
OTHER RECEIVABLES

Advances to staff - unsecured

Trade deposit

Prepayments

Dividend receivable

Other receivables

Cash in hand

At banks:

- Client accounts (current)

- Current accounts

- Saving accounts

6,050,650 6,050,650

1,086,374,547

1,023,77L,704 864,149,442

62,606,843 t52,496,96t

from related parties of the Company. The breakup of which is as

Amount receivable

2018 2017

(Rupees)

75

52,556

52,631

2018 20t7

Note (Rupees)

Note

6,050,650 6,050,650

2,l7o,4,.o
l8.l 28,940,188

3,215,347

301,200

5,317,328

3,547,942

20,948,382

1,335,533

6,63t,738

_39 944,47 3_ _32,463,59 5

18.1 This also includes deposits with PSX against ready and future exposures and with PMEX for taking exposure in commodity market.

19. CASHANDBANKBALANCES

2,405,792

122,562,357

1,331,486

1,292,267

t,]t],684

t70,444,513

3,912,092

5,36t,344t9_1

_tn,581'.902 181,435,633



20. OPERATING REVENUE

Brokerage commission
lnter-bank brokerage commission

Settlement charges

Underwriting & consultancY

less: Sales tax on income

ADMINISTRATIVE AND OPERATTNG EXPENSE

Salaries, benefits and other allowances

Directors' remuneration
Insurance

Utilities
Printing and stationery

Entertainment
Communication
Vehicle running
Repairs and maintenance

Traveling and conveyance

Legal and professional charges

Fee and subscriptions

Auditors' remuneration
Rent, rates and taxes

Depreciation
Amortization
Transaction and settlement cost

Bank charges

Unrealized loss on held-for-trading investments

Business promotion

Donations & charity
Miscellaneous

Commission to traders

Bad debts expense

Loss on disposal of fixed assets

Note

2t.t

12. I
13.2

21.2

2018 2017

---- (Rupees) ---*

129,598,110 184,090,804

t4,640,196 14,085,427

5,311,726 145,897,384

17,061,475 1,293,103

fi9.231.227t (23,677,136)

t41.440.280 321,689,582

71,319,317

2,100,000
954,525

2,073,093
1,032,728
1,934,977

5,037,554

3,356,416
2,337,059
2,235,942
4,600,788

6,635,369

420,000

6,621,567

6,144,081

74,953,463

186,784
22,258,641
5,274,898

570,000

4,427,311

26,863,008

71,900,053

3,348,336

777,502
2,719,079

855,855

2,026,259
5,662,131

3,005,876

3,658,163
4,841,453
8,571,235

5,003,016

420,000

5,292,520
5,729,965
1,242,273

16,010,898

223,912
13,388,588

4,461,1_27

5,059,901

38,254,357

1,042,041

- 438,832

t91.237,547 204,933,972

-:

2l.l Auditors' remuneration

Statutory audit fee

Sindh sales tax @ 8Yo (2017'. 8o/o)

Out-of-pocket expenses

Zl.Z Donations do not include any donee in whom any director or his spouse has any interest.

22. FINANCE COST

Markup on short term borrowings

Markup on long term borrowings

Mark-up on borrowing of securities

18,889 42,000

420,000 420,000:

370,000

31,111

350,000

28,000

196,034,486

20,834,098
52,398,301

25,996,199
21.174

78.394.500 216,889,758:

f,t



Note 2018 20t7

-------- (Rupees) -------
23. OTHERINCOME

Income from financial assets

Return on short term investment

Return on margin financing & MTS

Dividend income

Retum on cash margins with PSX & PMEX

Profit from profit and loss sharing account

Income from non-ilnancial assets

Gain on disposal of fixed assets

Expenses recovered from customers

Miscellaneous

IPO commission

25. EARNING PER SHARE . BASIC AND DILUTED

Profit after taxation for the year

Weighted average number of ordinary shares

Earning per share

25.1 Diluted earnings per share

Managerial remuneration

No. of person(s)

2,Loo,oo0 1,802,136

Number

1,L93

72,929,717

6,453,350

734,041
205,815

728,443

67,924,154

4,166,320

794,t00
t70,064

80,324,116

601,645

5,682,030

178,4_92

6,462,167

74,383,081

4,208,t32
4,996,601

3.019

9,201,158

86,786,283 83,590,839

24. TAXATION

24.1 The Company has filed income tax rerurn for rhe tax year 2Ol7 (financial year ended June 30, 2017) which is deemed to have been

assessed under the Income Tax Ordinance, 2001 unless selected by the taxation authorities for audit purposes.

Rupees _1119?,s1_ 57.956,614

Number of shares 14,413,600 14,413,600

Rupees t.27 4.02

There is no dilutive effect on the basic earnings per share of the Company, since there are no convertible instruments in issue as at

June 30, 2018 and June 30, 2017 which would have any effect on the eamings per share.

26. CASHAND CASHEQUIVALENTS

Cash and bank balances 19 127,58L,902 181,435,633

27. REMTINERATION OF THE CHIEF EXECUTIVE AND DIRECTORS

The aggregate amounts charged in these financial statements in respect of remuneration including benefits applicable to the Chief

Executive and Directors of the Company are given below:

2018 20r7

Chief Executive Director Chief Executive Director
(Rupees)

1,545,600

27.L The Chief Executive Officer is provided with the Company maintained car, in accordance with the Company's policy.

27.2 The total number of employees as at year end were 76 (2017 70), whereas, average number of employees during the

(20t1:69).

year were 73

fls



28. FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES

The Board of Directors of the Company has overall responsibility for the establishment and oversight of the Company's riskmanagement framework' The Company has exposure to the following risks from its use of financial instruments:

- Credit risk
- Liquidity risk
- Market risk
- Operational risk

28.1 Credit risk

credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other party toincur a financial loss, without taking into account the fair value of any collateral. credit risk arises from the inability of theissuers of the instruments, the relevant financial institutions or counter parties in case of placement or other arangements tofulfill their obligations' There is a possibility of default by participants and of faiiure of the financial markets, thedepositories, the settlements or clearing system etc.

Exposure to credit risk

Credit risk of the Company arises principally from trade debts, loans and advances, trade deposits, bank balances and otherreceivables' The carrying amount of financial assets represents the maximum credit exposure. To reduce the exposure tocredit risk' the Company has developed its own risk management poticies and guidelines whereby clients are providedtrading limits accordingly to their worth and proper margins are collected and maintained from the clients. The managementcontinuously monitors the credit exposure towards the clients and makes provision against those balances considereddoubtful ofrecovery.

The Company's policy is to enter into financial contracts in accordance with the internal risk management policies andinvestment and operational guidelines approved by the Board of Directors. In addition, credit risk is also minimized due tothe fact that the company invests only in high quality financial assets, majority of which have been rated by a reputablerating agency. All transactions are settled i paid for upon delivery.

The maximum exposure to credit risk at the reporting date is as forlows:

Carrying amount
2018 2011

Note - (Rupees)

Long term deposits
Receivable against Margin Financing Transactions
Trade debts

Advances, deposits and other receivables
Bank balances

All balances are denominated in local currency.

15

17

1B

19

11,345,000

109,693,232

1,825,472,754

36,729,125
125,176,110

2,107,416,220

12,850,019
434,538,232

t,233,102,456

31,128,062
t19,111,949

1,891,336.778

Bank balances

The credit quality of the company's cash and cash equivalents, herd with various
institutions is assessed with reference to external credit ratings thereof, ranging fiom A1+
rating agencies.

commercial banks and financial
to A assigned by reputable credit

Investment in units of Mutual Funds

The Company has investments in units of mutual fund having rating of 5-Star at reporting date. flt



28.2 Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting its financial obligations as they fall due.

Liquidity risk arises because of the possibility that the Company could be required to pay its liabilities earlier than expected
or difficulties in raising funds to meet commitments associated with financial liabilities as they fall due. Prudent liquidity
risk management implies maintaining sufficient cash and marketable securities, the availability of funding to an adequate
amount of committed credit facilities and the ability to close out market positions due to the dynamic nature of the business.
The Company's treasury aims at maintaining flexibility in funding by keeping committed credit lines available. The
following are the conffactual maturities of financial liabilities:

ContmctualLarlyrng amou[t
cash flona

One to trryo Ttm to fiveup to one year veans yeani
[-ess than six

months

Financial liabilities

Term finance facility
Trade creditors, accrued ard other

liabftbs
Accrued mark-up
Short term borrowings

Financial Liabilities

Termftnnce facility
Trade creditors, accrued ard other

liabftbs
Accnred rrnrk-up
Short term borrowings

650,fi)0,000 650,000,000
235,034,458 235,034458

46.468,440 46,468,040
1,992,447,894 1,992447,894

upees -----------

- 37,500,000 612,500,000
235,034,458

46,468,O4O

413,052,583 1,579,395311

2,923,950393 2,923,950393 694,555,081 1,61.6,895"31L 612,500,000

20t7
Contracttral cash trss than six

u arTvms arrrrunt flows months
One to two Two to fiveup to one year yearc years

150,OOO,OOO 150,000,000
444,t94,368 444,t94,368

51,323,396 5t,323,396
2,3 12,483,884 2,3 12,483,884

444,rso=;s 
- 150'ooo'ooo

51,323,396
50t,209,648 t,811,274,236

2,958,@t,648 2,958,OO1,648 996,727,4t2 t,8tr,274.236 150.000.000

28.3 Market risk

Market risk is the risk that the value of the financial inshument may fluctuate as a result of changes in market interest rates
or the market price due to a change in credit rating of the issuer of the instrument, change in market sentiments, speculative
activities, supply and demand of securities and liquidity in the market. The Company manage market risk by monitoring
exposure on marketable securities by following the internal risk management and investment policies and guidelines. The
Company is exposed to interest rate risk and other price risk only.

28.3.1 Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes
in market interest rates. At the balance sheet date the interest rate profile of the Company's interest bearing financial
instruments was as follows:

Carrying amount
2018 20t7

(Rupees)

Variahle rate instruments

- Bank balances in profit and loss sharing accounts 5,361,3M1,282,267

flt



Sensitivity analysis for fixed rate instruments

The Company does not have any fixed rate financial instrument at fair value through profit or loss. Therefore, a change ininterest rate at rhe reporting date would not affect the profit or loss.

28.3.2 Other price risk

other price risk is the risk that the fair value or future cash flow of a financial instrument will fluctuate because of change inmarket prices (other than arising from interest rate risk or currency risk) whether those changes are caused by factorsspecific to the individual financial instrument or its issuer, or factors affecting all similar financial instruments traded in themarket.

The Company's investments in listed securities are susceptible to market price risk arising from uncertainties about the futurevalue of investment securities.

28.3.3 Currency risk

currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of change inforeign exchange rates' The company, at present, is not exposed to currency risk as all transactions are carried out in pak

Interest rate sensitivity analysis

l:lHH"::*",""":THn;#:*" 
rate sap position' categorized bv the earlier of contracruar re-pricing or maturiry dates

Rate Carrying values
zots-

(Rupees)Financial assets

Receivable against margin financing
Bank balances

Financial liabilities
Term finance facility
Short term borrowing

Cumulative gap

2018

10Vo to l1%o

SVo to 87o

9Vo to l2%o

|Vo to l27o

2017

lOVo to l37o
47o to 6Vo

9Vo to l2Va

87o to l27o
650,000,000

1,992,447,994

2,642,447,994

150,000,000

2,312,483.884

108,693,232 434,538,232
1,282,267 5,3Q1,344

l0g,g75,4gg @

2,462,483,884

(2,532,472396\ 

-Q-ffi28.4 Operational risk

operational risk is the risk of direct and indirect loss arising from a wide variety of causes associated with the processes,technology and infrastructure supporting the compuny', op"i'utions either intemaliy within the company or externally at theCompany's service providers, and from external factors other than credit, markei and liquidity risk such as those arisingfrom legal and regulatory requirements and generally accepted standards of investment management behavior. operationalrisk arise from all of the Company's activities.

The primary responsibility for the development and implementation of controls over operational risk rests with the board ofdirectors. This responsibility encompasses the controls in the following areas: 
rqLrv.4r rrD\ rEblb wrt, Ll

- requirements for appropriate segregation of duties between various functions, roles and responsibilities;- requirement for the reconciliation and monitoring of transactions;
- compliance with regulatory and other legal requirements;
- documentation ofcontrols and procedures;
- requirement for the periodic assessment ofoperational risk faced, and the adequacy ofcontrols and proceduresto address the risks identified;
- ethical and business standards;
- risk mitigation, including insurance where fhis is effecrirra tu_



28.5 Fair value of financial assets and tiabilities

The Company measures fair value of its financial and non-financial assets that are measured at fair value using thefollowing fair value hierarchy that reflects the significance of the inputs used in making the measurements:
Level l: Quoted market price (unadjusted) in an active market.

Level 2: Valuation techniques based on observable inputs

Level 3: valuation techniques using significant unobservable inputs. This category includes all instruments where
the valuation technique includes inputs not based on observable data.

Fair values ofassets that are traded in active markets are based on quoted market prices. For all other assets the Company
determines fair values using valuation techniques unless the instruments do not have a market \ quoted price in an active
market and whose fair value cannot be reliably measured.

valuation techniques used by the Company include discounted cash flow model. Assumptions and inputs used in the
valuation technique mainly include risk-free rate, equity risk premium, long term growth rate and projected rates of increase
in revenues, other income and expenses. The objective ofvaluation techniques is to arrive at a fair value determination that
reflects the price of the financial instrument at the balance sheet date- that would have been determined by market
participants acting at arm's length.

Valuation models for valuing securities for which there is no active market requires significant unobservable inputs and a
higher degree ofjudgment and estimation in the determination of fair value. Judgment and estimation are usually required
for selection of the appropriate valuation model to be used, deterrnination of expected future cash flows on the financial
insttument being valued and selection ofappropriate discount rates, etc.

CAPITAL MANAGEMENT

The Board's policy is to maintain a strong capital base so as to maintain creditor and market confidence, sustain future
development ofthe business, safeguard the company's ability to continue as a going concern in order to provide returns for
shareholders and benefits for other stakeholders and to maintain an optimal capital structure to reduce ihe cost of capital.
The Board of Directors monitor the return on capital, which the Company defines as net profit after taxation divided by
total shareholders' equity. The Board ofDirectors also monitor the level ofdividend to ordinary shareholders.

There were no changes in the company's approach to capital management during the year and the company is not subject
to externally imposed capital requirements.

SIIARES OF CLIENTS APPEARING IN CDC HOUSE ACCOT]NT

30 June 2018
appearing in Shares ofthe Shares ofthe
CDC Ilouse Company elients held by the

Alc Company
------- No. of shares

29.

30.

AKD Capital Limited
TRG Pakistan Limited

AKD Capital Limited
Highnoon Laboratories Limited
Reliarice Insurance Company Limited
TRG Pakistan Limited

200,000
13,501,225 13,499,669
13,701,225 13,499,669

200,000

1,556

201,556

30 June 2017

appearing in Shares ofthe Shares ofthe clients
CDC House Company held by the

Nc Company

---- No. of shares

200,000

168

25

- 200,000
_ 168

-25
18,606,225 18,604,669 1,s56

201.74918,806,418 18,604,669

Ht
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31. TRANSACTIONS AND BALANCES WITH RELATED PARTIES

Related pafiies comprise subsidiaries, directors and their close l-amily members, major shareholders of the Company, key

management personnel and other companies under common management. Transactions with related parties are on arm's

length. Remuneration and benefits to executives of the Company are in accordance with the terms of the employment.

Remuneration of chief executive, directors and executives are disclosed in note 26 to these financial statements.

Receivables from related parties are disclosed in 17.5 to these financial statements'

32. OPERATING SEGMENTS

These financial statements have been prepared on the basis of a single reportable segment which is consistent with the

internal reporting used by the chiefoperating decision-maker.

There were no changes in the reportable segments during the year.

All non-current assets ofthe Company as at June 30, 2018 and June 30,2017 are located in Pakistan.

NON - ADJUSTING EVENTS AFTER THE BALANCE SHEET DATE

Theboardofdirectorsin meeting held on Oct06,2018hasproposedafinalcashdividend in respect of theyearended

Jun30,2018atRe.0.5(2017Rs.2.50)per sharetbr the approval by the members of the company in the

forthcoming Annual General Meeting. The financial statements for the year ended Jun 30, 2018 do not include the effect of

this final dividend @ Re. 0.5 per share, which will be accounted for in the financial statements for the year ending Jun 30'

20t9

GENERAL

The corresponding figures have been rearranged / reclassified, wherever necessary, for better presentation'

fll

Chief Executive

34.

temq1rts have been authorized fbr issue by the Board of Directors of the Company on

ffie


