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FAIRWAXY

DIRECTORS' REPORT

The Board of Directors of Fairway Securities { Private) Limited {“the Company™ or "Falrway”) s pleased
1o present the Annual Repont of 2018 along with the audited financial statements of the Company for the
ended June 30, 2018, Fairway is a leadmg brokerage house of Pakistan that provides a complete
runge of stock brokerage and financial services 1o & substantial and diversified clientele that includes
Crovernment institutions, private seclor corporations, retadl ¢lents and high net worth individuals.

Overall Economy

Services Soctor leading growth Pakistan®s GDP regisicred growth of 5.8% in FY 18 va. 3.3% recorded last
year but still behing regional players, The major thrust comes from Agriculiure secior which grow by
1.81% during FY 13 s compared o 3.5% i FY 17, The services sector that expanded by 3. 5% v, 6% in
“=% FYI17. Industrial sector grow at 5.8% vs. 4.61% in FY17. LSM sector shows skight and grow by 3.8% in
FY 18 as compared fo 3% m FY 17,

The fiscal deficit rose to 6.6% of GDP dunng FY 13 as compared to target of 5. 8%, and 38% n FY 17 of
GIOP. The pace of mx collection grows up consdermbly o 14,1 percent, from B4 percent growth recorded
in FY'17, as compared to 21.3% growth recorded in FY |6, Within FBR taxes, the growth in direct and
indirect 1ax collection decelerated 1o 143 percent and 6.3 perceni during FY 18 from iheir respeciive
growth rates of 129 percent and 6.5 perceit in FYI7. The growth in tax collection was panly a
consequence of tax incentives provided to support exporting industnes, agriculture and imvestment i the
econamy. It i3 also worth highlighting that growth in tax collection grows by 11.2 percent as compared 1o
LI percenl in the nominal GDP. As 5 resubl. the Ly to GDP ratio declined 10 11.2 percend afier nisimg
consistently 1o 125 percent by FY 17, The tax w GDPF ratio m FYIE was alse significantly bower
compared 10 129 percent target for the vear, Despits the increase in tax revenues in absolute 1erm, FBR
tix 10 GDP ratlo varied between 11.2 to 8.5 percent during the past 10 years. Furthermore, Pakistan had
not teceived any amount CSF during the FY 2018 as compared 1o UUS$550 Million in FY 2017 a decline
ol US%350 million which will adversely affect the couminy's reserve position. The foregn Exclange
reserves declines to USS16.38bn in FY | B against US519.7bn in FY17,

Stock Market

The Pakistan Stock Exchange wias been formed o January 11, 2006 afler the merger of three stock
exchanges Lahore Stock Exchange, |slomabad 502l Exsclange & Farachi Stock Exchange bul no major
elfect on revenue because the 95% af the trading was already done in Karachi stock exchange.

The Pakisian Siock Exchange decreased 465 poinis durneg the wvear due 1o politkenl wnresi and
unfavorable market conditions, where average tradad volume during the vear stood a1 43,5 billkon sheres
valuing Rs.2.027 trillion declined in comparison to FY 17 (50.709%) of traded volume 854 billion shares
& (54.08%) of traded value Rs.3.748 trillion, Apart from key blue chips, few side board scripts gain
investons' attention owing 1o their improving fundameals during the period wnder review.

In December 2016, a consortium led by the China Financial Futures Exchange, Shanghai Stock Exchange
and Shenzhen Stock Exchange won the bid 1o purchase a 409 stake in the Pakistan Stock Exchange.
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There is a8 welcome development and is expected 1o lead to increased interest fram China's imvestors in
Pakistan's equity markets.

The Pakistan Stock Exchange witnessed overall beasish momentum during the year.
COMPANY'S PERFORMANCE

Ciiven below {s the financial summary of the Company, for the vear ended June 30, 2018,

[ | 2018 2017

le.mg: and operaiing income | T.518.957 2% 684,854 |
Profit/ (Loss) after tax L (25.283,770) 753,164 |
Earmings Per Share (EPS) J (2.53) 0.05 |

The company incurred loss due decrease in revenues Rs25.284 and EPS of (2.53) million during the
FY 2017-2018 due to decrease in revenue up 1o Rs, 16,166 million. The main cause of decrease in
revenies was political unrest due to elections and unfavorable market conditions on the pan of
Government which badly hampered the economy and correspondingly performance of the stock market.

The management of the company is hopeful 10 increase revenues in next financisl year post fresh
glections and the formation of new Uawvernmerl

FUTURE OUTLOOK

We are expecting improvement in the economy and better activity in capital markets. The management of
the Company is commitied 1o increase revenues and reduce business costs by aggressive marketing and
taking strict financinl measures.

PAYOUT FOR THE SHAREHOLDERS

Considering abpve stated factors, the Board of Directors does not recammend any payout this year

September 13, 2018
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AMIN, MUDASSAR & CO.
Chartered Accountants

Independent fuditor's Roport to the members of FATRWAY SECURITIES [PVT) LIMITED
Raport on the Audit of the Financial Statements

Opinkon

We have sudited the snnesed finarcial satenents of FAIRWAY SECURTTIES (PVT) LIMITED, which
comgrise the statement of financial position as ab June 30, 201E, and the profit of lots and stalement of
CoMpreterse Income, hmﬂwnm the statemnent of cash flows for the year then

havee pbtained 5 sufficiont and appropristy to provids 3 bass Tor our opinion.
Information Cther than the Financial Statements and Auditor's Report Thereon
Management is responsibie for the other information, The other information comprises the Directors” Report.

Our opinecn oh the Nnancial statements does not oover the other Information and we do not express any
form of assiFants conchusin (hemeen,

I Cornecion with our sudd of he Nnanci stabements, o responsibilty n 1o mead the other information
g, I doing o, consider whether the ofher iformabion & materlally incongstent with the financai
statnments of our kndwledpe obtared in (e sudil o olhenwise sppeans (o B materally misstote, If, based
ion Ehe work we have pedlormed, we conclude that Ehero is & matenal misstatement of this other mlormabon,
we Brg requined o report that fact, We have nothing to report in thes regard.

Responsibilities of Managemant and Board of Directoss for the Financial Statements

aragerment & responsible for the preparation and fair presentation of the Financal wastements in sotordance
with fhe poCounting and reporting saedands as applcable in Pakistan and the reguirements of Comparies
A, 2017 (MIX of 2017} and ler such infernal contral B3 management determnes is necesaany (o enatie Fw
jreparation of Minanclal statemeris that are free from matedal miststement, whether due o fraud or eror,

In preparing ihe financal staterments, managemers is nespongble for assessing the Company's ability 1o
muamw.mnm mitbers related o gomg ooncem and using the going
concern basis of accouniing uniess management either intends o bpuidate the Company o 10 Cease
cprations, or has no realistc alternatve Bul 1o da so.

Board of direciors ame responsible for cversesing the Compaeny's financial Feporling proces.
Auditor's Responsibilities for the Audit of the Finandial Statements

Cur objectives arg b0 cbiain reasonabie assurance aboul whether [he financial siatements a5 8 whoie are fres
Proen msers misslalement, whether dus i Freud o eror, and o s &0 audidor's regoet that nclades our
opaneon. Reasonable assurance & 8 high level of assursnce, bul i nol & guarertes that an audil conduced in
socordance wikh [DMs B spplicable i Pakistan will abways detect @ material msstatement when | exisis
Misstaiemnents can artee from freud or emor and ane consdersd matenal if, indvidually or in the aggregate,

iith Fipgt, TP Belsng, ¥7-Ri0-1 M od o +R2-AN-ISTITIRI-6] Fan & ; +F]-4]-F5F) 7363
Hen Bodean, Gulteng-10l, Lihdes, Pakiyian E-mi: gecth | fkberih. fol ol
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AN, MUDASSAR & OO
Chartered AccounRtanta

Fs

iy cowld reaconably be expecisd to infuence the sconomic decmions of wsers taken on the basis of these
financial Satements.

A3 port of o ol iR stcofdance with [GAs & apphcable in Fakistan, we meross professional judiorrend snd
mailain profesional teepbein rroughout the autil. We also

= [dently mnd asess the rinks of material messtabement of the fnancl satemenis, wissther due to Irsud
or ermor, design and perfiorm audit procedunes. responaive LD Those rsi, and obEpen Budil evicente Tl
B sulficienil and appropriabe ko provide & basis Tor our opeion. The risk of not detectng & masenal
missiatement resulting from fraud s fgher than for ona resuling from eemor, @S fraud My invoie
colissipn, forgery, Intontionad pmissicns, misepreseniations, or the override of inbemad contrel

#  Cibtsin a0 undergtanding of miemal control Felevant 1o the sudlt 5 oroer D Sesigh Suil procedisres Lhat
are appeoprisbe in the drcumsiances, buf not for e pupose of espressing an opinion on the
effeciiveness of the Company's intemal congrol

= Eyalsste the sppropisbeness of aoounting polices wsed and ke reasonableness of accousding

— estimates. and related deciosures made by management

= Conciels on the appropristenss of mansgement’s use of the gomg toncern hisis of sccourting and,
tused on the sudl evidence oblened, wheler & materal unterisingy exigis relsled o events or
conces thal mary cast significart doubt on the Company's ability 10 conlinee 45 8 going conceri. 1F we
conclude thal a mabennl uncerainty exisis, we ane recuired ito draw Btbention in our pediior's repart ta
the rEiMed cisclosaes i the financial siMements of, I Such disccsunes ane inadequate, to moadify our
opnion. Our conchusions are based on the sudit evidence pbiained up o the dite of oo sudiior's report.
However, futune events of conditons My chuse T Company io cogde 10 Continue & & Eng cohcem.

manner that acherves Laic presentation
WMWHWHHMMMMHMHM and g
of the auds ardd sonificant audE findings, including any sgrificant defllcencies in inbiemal conbrod (hat v
identify dusing our Duvt,

Rapart on DUher Lsgal and Regulstory Reguirsments
Based on o s, wie Turiner reoaoirt Bhal in oo o
8] proper bocks of socount have boen leept by the Company as reguined tsy the Companks Ac, 2017 (XX

of 2067}
b} Hhe swstement of hirantisl position, the: profl or oS and Rabement of oher comphehenave iNODme, he
= statemnent. of changes i equity and 1he siatement of cash fiows together with the nofes therson have
. been drawn up in confiormity with the Companies A, 2017 (XIX of 2017) and amg in agreement with the
bk of acoount and retuenig
invostments mads, gxpenditure incured and guaranbess exiended during (he year were (or the purposs
of the Company’s pusness;

d) e gkt was deductitie ot source under the Zakat and Ushr Ordinance, 1980 [OVTD of 1980); and

&) Hmm wmmwummﬂmmmmiﬂ
g relevant requirements of Seturities Brokers (Licensing and Operations) Regulabiors, 2016 & 2 Jure 10,
L

Tha enoaoerment Dartrser on the s resubing m this independent siEdior's report B Muhammae Amie




FAIRWAY SECURITIES (FVT) LIMITED
STATEMENT OF FINANCIAL POSITION
AS AT JUNE ML 208
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FAIRWAY SECURITIES (PVT) LIMITED
PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2018

Brokerage and commussion

Dhirect cost

Operating expenses

Other operating expense
Chher tncome

LOSS FROM OPERATIONS
Finance cost

(LOSSYPROFIT BEFORE TAXATION

Faxation

(LOSSYPROFIT FOR THE YEAR

EARNINGS PER SHARE - BASIC AND DILUTED

Mot

HER

30

208 2017

Rupees Rupees
7.518.957 23,684,884
(461,453) {717.395)
7057504 22,967 489
(17.678.228) (13,488 867
(2,508,028) (12,304)
2,261,085 2,200,356
(17,925,161) (11,300,815)
(10,867 .657) 11,666,674
(13,659,382) (11,005,152)
(24,527 (134) 661,522
(726,731) (M1, 358)
(25,283,770) 353,164
{2.53) (.05

The annexed notes form an integral part of these financial statements.
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FAIRWAY SECURITIES (PVT) LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2018

(Loss)/ profit for the year
Items that will not be reclassified subsequently to profit and loss account

Items that may be reclassified subsequently to profit and loss account;

+ Other comprehensive income for the year

Total comprehensivie (loss)/ income

The annexed notes form an mtegral part of these financial statements.

2018 27
Rupees Rupees
(25,283,770) 353,164
(25.283,770) 353,164

b
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PATEWAY SECURFTTES (IVT) LIMITED
CASH FLOW STATEMENT
FOIE THE YEAR ENDED JUNE ¥, 304
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FAIRWAY SECURITIES (FVT) LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 3, 28

Paid up

Acumulated

Suldatal B

capital bouss loan Totel
(L p ¢ e 4

Balance as at June 30, 2016 SHLO000M0  (I2018521)  ITUSLITO 50000000 7981179
Profit afier faxalion H53, i A5% 18 - 253,184
Chher comprehensive inooms: - " ~ i

" Total comprehansive loss for the year 453,164 353,164 . 353,164
Caprital issued during the year S0, 000, D0 - 50,000, 00xd . ELLEHELLY
Loan recerved during the year 42,811,950 42811950
Balamce as al June 30, 2007 1000 (11665657  BEI 3 92811950 IBlLId6293
L afker bioontion r m.m.m:‘ 125,283, 770) ~ | (5283,770)
Orher comprebensive oome . . -
Total comprehensive boss for the vear (25,263.770)  (25.260,770) - (38283,770)
Loan repaid / adjusted . - - (B1,374.589)  [B1374.589)
Balance as at June 30, 2018 100000000 (36M9427) 63050573 11437361 7448790
The anneoed notes an integral partol these financial statements. }/
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FAIRWAY SECURITIES {PVT) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2018

1

L1

11

COMPANY AND ITS OFERATION

The company was incorporates] as Private Limited Company on May 3, 2006 under the
repealed Companies Ordinance, 1984, The company is ungngpd in the business of share
brokerage and investment in securities. The registered office of the Company is situated at
457 G-I11, Johar Tewn, Lahere,

The company is holder of Trading Right Entitlement Certificate (TREC) of Pakistan Stock

BASIS OF PREFARATION
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 i Pakistun comprise of:
International Financial Reporting Standards (IFRS Standards) issued by the
International Accounting Standards Board ([ASB) as notified under the Companies
Act, 20017; and
= Provisions of and directives tssued under the Companies Act, 2017,

Where provisions of and directives issued under the Compandes Act, 2017 differ from the
IFRS Standards, the provisions of and directivies Bssued under the Companies Act, 2007 have
been followesd,

ACCOUNTING CONVENTION
These financial statements have been prepared under the historical cost convention, except:
- Long term investments in LSE Financial Services Limited which is carried at fair value;

- Short term investments in quoted equity securities, units of mutual funds and term
finance certificates / sukuks carried at fair value;

= Finance lease obligation which is measursd at the present value of future minimuem
lease payments.

FUNCTIONAL AND PRESENTATION CURRENCY

The financial staterents Gre presented in Pakistant Rupee, which is the company's
functional and presentation currency,

JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of financial statements in conformity with approved accounting standards
requires the use of certain critical accounting estimates. It aiso requirés management to
exercise its judgment in the process of applving the company's accounting policies,
Estimates and judgments are continually evaluated and are based on historical experience
and other factors, including expectations of future events that are believed to be reasonable
uwierw-:imunuwm.k



31

The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to
sccounting estimates are recognized in the period in which the estimate is revised H the
revision affects only that period, or in the period of revision and future periods if the
revision affects both current and future periods.

Judgments and estimates made by management that may have a significant risk of material
adjustments to the financial statements in subsequent years are as follows:

- Estimation of provision against doubtiful trade debts

- Valuation of investment in ordinary shares of LSE Financial Services Limited
- Useful life of depreciable assets

= Intangible assets

= Taxation

NEW STANDARDS, AMENDMENTS TO APPROVED ACCOUNTING STANDARDS
AND NEW INTERFRETATIONS

AMENDMENTS TO  APFROVED ACCOUNTING  STANDARDS  AND
INTERPRETATIONS WHICH ARE EFFECTIVE DURING THE YEAR ENDED JUNE 30,
208

The third and fifth schedule to the Companies Act, 2017 became applicable to the Company
for the first time for the preparation of these financial statements. The Compandes Act, 2007
(ncluding its third and fifth schedule) forms an integral part of the statutory financial
reporting framewaork applicable to the Company and amongst others, prescribes the nature
and content of disclosures in relation to various elements of the fnancial statemients.
Additional disclosures include but are not hmited to, particulars of immovable assets of the
Company, change in threshold for identification of executives, sdditional disclosure
requirements for related parties etc.

The other amendments to published standards and interpretations that were mandatory for
the Company’s financial year ended June 30, 2018 are considered not o be relevant or to
have any significant effect on the Company’s financial reporting and therefore not disclosed
tn these financial statements.

New standards, amendments to approved accounting standards and interpretations that
are effective for the Company’s accounting periods beginning on or after July 1, 2018

There are certain new standards. amendments to the approved accounting standards and
interpretations that will be mandatory for the Company’s annual accounting periods
beginning on or after July 1, 2018. However, those amondments and interpretations will not
have any significant impact on the financial reporting of the Company and, therefore, have
not been disclosed in these financial statements. Further, during the current year the
Securities and Exchange Commission of Pakistan (the SECP) has adopted IFRS 9 "Financial
Instruments’, IFRS 15 ‘Revenue from Customens’ and [FRS 16 “Leases’. [FRS 9 and [FRS 15
are applicable for the Company’s financial reporting period beginning on July 1, 2018 while
IFRS 16 is applicable for the reporting period beginning on July 1, 2019, At present, the
impacts of application of these IFRSs on the Company’s future financial statements are being
assessed. Further, IFRS 17 ' Insurance contracts’ is yet to be adopted by the SECT. m/
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4.2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
FROTERTY AND EQUIPMENT
Property and equipment are stated at cost less accumulated depreciation.

Depreciation is charged on reducing balance method at the rates mentioned in note no. 6,
Depreciation on additions is charged for the month in which an asset is acquired while no
depreciation is charged for the month in which an asset is disposed off. Normal repair and
maintenance i charged to revenoe as and when incurred, while major renowals and
replacements are capitalized.

Gatn or loss on disposal of property and equipment, If any is taken to profit and loss
account.

INTANGIBLE ASSETS

Intangible assets with finite useful lfe are stated at cost less amortization and impairment, i
any. The carrying amount {8 reviewed at each balance shoet date to assess whether it is in
excess of its recoverable amount, and where carrying value exceeds estimated recoverable
amound, it is written down o estimated recoverable amount.

4.21 Membership card and offices

This is stated at cost less impairment, if any. The carrving amount is reviewed at each
balance sheet date 1o assess whether it s in excess of its recoverable amount. and
where the carrying value exceeds estimated recoverable amount. it is written down to
its estimated recoverable amount,

FINANCIAL ASSETS

Financial assets are classified in the following categories: Held-to-maturity, at fair value
through profit or loss, available-for-sale and loans and receivables. The classification
depends on the purpose for which the financial assets were acquired. Management
determines the classification of its financial assets at initial recognition.

431 Held to Maturity

The investments with fixed maturity, il any, that the company has to positive intent
and ability to hold to maturity. Held to maturity investments are initially measured at
fair value plus transaction costs and are subsequently stated at amortized cost using
the effective interest rate method less impairment, if any, These are classified as
current and non-current assets in accordance with criterin set cut by 1FRSs,

4.3.2 At fair value through profit and loss

Investments classified as held for trading are included in the category of financial
assets at fair value through profit and loss. These are listed securities that are acquired
principally for the purpose of generating a profit from short term fluctuations in price
or dealer's margin.

All investments are initially recognized at cost. being the fair value of the
consideration given excluding acquisition charges with the investment. After initial
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1.5

b

4.7

recognition. investments are measured at their fair values. Unrealized gains and losses
on investments are recognized in profit and loss account of the period.

Fair values of these securities representing listed equity and debt securities are
determined by reference to stock exchange guoted market prices at the close of the
business on balance sheet date,

4.3.3 Available-for-sale

Investments which are intended to be held for an undefined period of time but may be
sold in response to the need for liquidity or changes in interest rates are classified as
available-for-sale.

Available for sale financial assets are non derivative that are either designated in this
cabegory or ot classified in any of the other categories. They are included in non-
current assets unless management intends to dispose of the investments within twelve
months of the balance sheet date.

434 Loans and Recefvables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market, They are included in current assets,
except for maturities greater than twelve months after the balance sheet date, which
are classified as non-current assets. Loans and receivables comprise trade debis, [oans,
advances, deposits, other receivable and cash and bank balances in the balance sheet.

FINANCIAL LIABILITIES

Financial liabilities are nitially recognized at fair value plus directly attributable cost, if any,
and subsequently carnied at amortized cost using effective interest rate method.

OFFSETTING OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES

A financial asset and a financial liability is only offset and the neét amount is reported in the
balance sheet date, where there is a legal enforoeable right (o set off the recognized amount
and the company intends either to settle on a net basis or to realize the ssset and settle the
liability simultanecusly, Income and expenses arising from such assets and labilities are
also accordingly offset.

TRADE DEBTS AND OTHER RECIEV ABLES

Trade debis and other receivables are recognized initially al cost which is the fair value of
consideration to be received less provision for doubtful debts, if any. A provision for
doobiful debt = established when there 8 an objective svidence thet the Company will nat
be able o collect all amounts due according to the original terms of receivables. Trade debts
and other receivables considered irrecoverable are written off.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents are carried in the balance sheet at fair value. For the purpose of
cash flow statement, cash and cash equivalents consist of cash in hand, balances at banks in
current and deposit accounts and short term running finances with bank., H’



4.8 SHARE CAPITAL
Ordinary shares are classified as equity and recognized at their face value.
4.9 BORROWINGS

Borrowings that are acquired for long term financing are recognized initially at fair value,
net of transaction costs incurred. Borrowings are subsequently carried at amortized cost; any
difference between the proceeds (net of transaction costs) and the redemption value |s
recognized in the profit and loss account over the period of the borrowings using the
effective interest method.

Borrowings are classified as current liabilities unless the Company has an unconditional
right to defer settlement of the liability for at least 12 months after the balance sheet date,

410 TAXATION
Current

Provision for current taxation is based on taxable income at the applicable rates of taxation
after taking into account tax credits, brought forward losses, accelerated depreciation
allowances and any minimum fimits imposed by the taxation laws.

Deferred

The company accounts for deferred tasation using the liability method on all timing
differences whach are considersd reversible in the foresevablis future.

Deferred tax assets are recognized to the extent that it ts probable that future taxable profits
will be available against which the temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed ot oach balance sheet date and
reduced to the extent that it 15 no longer probable that sutficient taxable profits will be
available 1o allow all or part of the deferred tax assets o be utilized.

Deferred tax is calculated at the rates expected o apply to the period when the related
temporary differences reverse, based on tax rates that have been enacted or substantially
enacted by the halance sheet date.

4.11 TRADE AND OTHER PAYABLES

Trade and other payables are carried at cost, which i the fair value of the consideration to
be paid. in the future for goods and services received,

412 PROVISIONS

Prowvisions are recognized when the company has a legal or constructive obligation as a
result of past events and it is probable that an out flow of economic benefits will be required
o settle the obligation and & reliable estimate of the amount can be made. However
provisions are reviewed at each balance sheet date and adjusted to reflect the current best
estimate.

Contingent assets are not recognized and are also not disclosed unless an inflow of
mkhamﬂhispmhnﬂemdcmﬂngmlihhﬂthmlwnﬂtmgmuﬁmﬂmdm&Q/
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unless the probability of an outflow of resources embodying economic benefits is remote,

FOREIGN CURRENCY TRANSACTIONS AND TRANSLATION

Monetary assets and labilities in foreign currencies are translated into Pakistan Rupees at
the rates of exchange prevailing at the balance sheet date. Transactions in foreign currencies
are translated into functional currency using the rates of exchange prevailing at the dates of
the transactions. Foreign exchange gains and losses resulling from the setthement of such
transactions andd from the translation at year end exchange rates of monetary assets and
liabilities denominated in foreign currencies are recognized in the profit and loss account.

IMPAIRMENT

The Company assesses at each reporting date whether there is any indication that operating
fied assets may be impaired. If such an indication exists, the carrying amounts of the
related assels are reviewed o assess whether they are recorded in excess of thwir recoverable
amount. Where carrying values exceed the respective recoverable amounts, assets are
written down (o their recoverable amounts and the resulting impairment loss is charged to
the profit and loss accounl. The recoverable amount is the higher of an asset's fair value less
costs to sell and value in use.

REVENUE RECOGNITION

Revenue is recognlzed to the extent that it s probable that the econdmic benefits will flow o
the Company and the amount of revenue can be measured relfably. Revenue is measured at
the fair value of the consideratton received or receivable, net of any direct expenses.
Bevenue is recogmized on the following hasis:

Brokerage, consultancy and advisory fee, commission ete. are recognized as and when such
services are provided,

Profit on saving accounts, proedit on exposure deposits and markup on marginal financing is
recognized at effective vield on time proportion basis.

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

Dividend income is reconded when the right to receive the dividend is established.

Unrealized capital gains / (losses) ansing from mark to market of investments classified as
at financial assets at fair value through profit or loss are included in profit and loss account
for the period in which they arise.

Othier revenues are recordied, as and when due, on accrual bases. n.i



4.16 BASIC AND DILUTED EARNINGS I'ER SHARE

417

The Company presents basic and diluted earnings per share (EPS) for its sharcholders. Basic
EPS is calculated by dividing the profit ar loss attributable to ordinary shareholders of the
company by the weighted average number of ordinary shares outstanding during the year.
Diluted EPS is determined by adjusting the profit or loss attributable to ordinary
shareholders and the weighted average number of ordinary shares outstanding for the
effects of all dilutive potential ordinary shares, i any.

RELATED PARTY TRANSACTIONS

Tramsactions and contracts with the related parties are carred out at an arm's length price
determined in accordance with comparable uncontrolled price method. Transactions with
related parties have been disclosed in the relevant notes to the financial statements.

418 TRADE DATE ACCOUNTING

All "regular way® purchases and sales of financial assets are recognized on the trade date,
ie. the date on which the Company commits to purchase or sell an asset. Regular way
purchases or sales of financial assets are those, the contract for which requires delivery of
assets within the time [rame generally established by regulation or convention in the
markel.

SIGNIFICANT TRANSACTIONS AND EVENTS AFFECTING THE COMPANY'S
FINANCIAL POSITION AND PERFORMANCE

During the current year, economic and political scenarios” deterioration had immense
adverse effects on the performance of the equity bourse, depressing sentiments in the
investment climate and subsequently denting volumes. This is reflected in Profit and Loss
account.

We refer to profit and loss account and notes to the financial statements for understanding

of performance of the company. q/
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2018 am7

Note Rupees Ruopees
INTAMGIBLE ASSETS
Trading right entitlement certificate b | ERE LR 5, 0000, 000
Im[utmmnt 7.2 { 2,300,000}

2300000 3.L00.000

It represents Troding Right Entitlerment Certificate (TREC) received from the Pakistan
Steck Exchange Limited without any additional payment, in lieu of TREC issued by the
Lahore Stock Exchange Limited, surrendered on, January 10, 2016 on the consequence of
Scheme{s) of Integration approved by the Securities and Exchange Commission of
Pakistan vide Crder No. 01/ 2016 dated January 11, 2016 under regulation & (8) of the Stock
Exchange (Corporatization, Dymutualization and Integration) Regulations, 2012, The
Trading Right entitlement certificate s pledged/mortigaged with the Pakistan Stock
Exchange Limited as a collateral for running the brokerage business and 1o meet partly,
the Base Minimum Capital Requirement. [t is carrled at cost less impairment.

During the year, the company has measured the TREC at its notional value of Rs, 1.5
million as per the notice no. PSX/N-T178 dated November 10, 2017 of Pakistan Stock
Exchange Limited. The company has recorded impairment in the financial stalements

accordingly.

2018 ril) i)

MNote Rupees Rupees
LONG TERM INVESTMENT
Available for sale investment
Unqguoted - Shares of LSE Financial Services
Linmited
Cost as at July 01, 14 887,719 14 887,719
Impairment - %

8.1 14 887,719 14,887,719

Pursuant to the promulgation of the Stck Exchanges (Corporation, Demutualization and
Integration) Act. 2012 (The Act), The Lahore Sock Exchange Limited, now LSE Financial
Services Limited allotted 843,975 shares of the face value of Rs. 10 each to the TREC
holder, All shares are held in freeze status in the respective CDC sub-account of the TREC
holder. The divestment of the same will be made in accordance with the requirements of
the Act within one year from the date of Schemeis) of Integration approved by the
Securities and Exchange Commission of Fakistan vide Order No, 01/ 2016 dated January
11, 2016 under regulation & (8) of the Stock Exchange (Corparatization, Demutualization
and Integration) Regulations, 2012, The Company has pledged 843,975 shares of LSE
Financial Services Limited with the Pakistan Stock Exchange Limited to fulfill the Base
Minimum Capital requirement. Under the current circumstances where active market is
not available for such shares, Net Asset Value has been considered for impairment IEEI!'IEWJ



Mot
9  LONG TERM DEPOSITS

Deposits with:

LSE Financial Services Limited

Pakistan Stock Exchange Limited

National Clearing Company of Pakistan
Limited 9.1

Central Depository Company of Pakistan
Lirmited

Summit Bank Limited- Against leased
assets

Others

1201 XX}

2,161,200

350,000
200,000

040,000
100,000
1,200,200

240,000
2,371,200

91 This includes deposits amounting Es. 200,000 transferred from Pakistan Stock Exchange

Limited for taking exposures in regular markets.

MNobe
1 THADE DEBTS

Receivable from clients on account of:
Purchase of shares on behalf of clients 03

Lo Balances wntten off

Less: Provision for doubtful debes 101
10,13
Brokerage commission
Receivable from National Clearing Company
of Pakistan Linthesd

101 Movement is as follows
Opening Balance

Provision made during the vear

10,11 Aging Analysis

Upto fve days
More than five days

2018 2m7
Rupees Rupees
2,744, 295 185,805 580
{8028} (12.34)
27360 287 185,883,385
(36,155) (97,726)
2,7 108 185, 75,650
BO 287 170,931
B.245.297
2,780 'I'HE'I ﬂz
o7 . 7265 -
(61567} 0726
35:15'3‘ a7 726
2348644 177,633 401
A5 .A64 B.152.258
2,700,108 185,785,659

v



Rupees Rupees
103 Receivable from related party
Chief Executive
Mr. Nadeem Javed - 60678 420
11  LOANS AND ADVANCES
Advances to: (unsecured but considered good)
Chief Executive 1n1&112 &, 300, 000 -
Employees . EALLY
300,000 5000
111  Advanee to Chief Executive-Mr. Nadeem Javed
Balance as at July 01, - *
Disbursed during the vear &, 290,000 -
f, 350,000 =

112

121

This represents short term advance obtained by the chief executive of the company. As per
termes of repayment of the advance, it would be setthed within the next twelve months
fram the balance sheet date. The maximum aggregate amount outstanding at the month-
end balance was amounting Rs. 6,390,000 and

TRADE DEPOSITS, SHORT TERM

PREPAYMENTS AND CURRENT
ACCOUNT BALANCE WITH 28 2017
STATUTORY AUTHORITIES Mute Rupees Ruperes
Dieposits with:
National Clearing Company of Pakistan
Limited 121 BOS,000 549,000
Prepayments 251,781 197,370
Tax deducted at source 1.784,211 1.671,335

2930992 3717705

This represents deposit with National Clearing Company of Pakistan Limited against
exposure margin in respect of trade in future and ready market. These doposits carry praofit at
rates ranging from 280% (o A80% (2017 2.75% to 3.1%) per annum. %i/



13

018 2017
MNote Rupees Rupees
CASH AND BANK BALANCES
These were held as under:
Cash in hand 61,813 250 505
Cash at bank
Current Account
Pertaining to brokerage house 2000, (%4 285 100,093 865
Pertatning to clients s
200,004 255 100,083,865
Deposit Account
Pertaining to brokerage house 131 9436 5514
Pertaining to clients 13.1 14,458,654 13,157,646
14,468 140 15,183,160
214.562.3595 115,277,025
LG TS50

131 These carry markup rates ranging from 4.50% to 6.10% (2017 3.60% w0 6.10%) per annum.

14

141

2018 27
MNote Rupees Rupees
SHARE CAPITAL
Authorized
10,000,000 {20172 10,000,000) ordinary shares
of Bs. 10 each 100,000, 000 i 000000
Issued, subscribed and paid up
10,000,000 (20717 10,000,000 crclimary shares
of R, 10 cach fully paid in cash LOG000.000 TOKLOKG0N0
Movemen! account
Balance as at July 01, 100,000,000 S0,000, (XX}
10,000,000 (2017: 5,000,000) ordinary
shares of Rs. 10 issued during the year - 50,000,000
1 06 OO 100,000,000




e

14.2

15

151

152

16

Pattern of Shareholding:

Categories of sharcholders
| % age of Shares Held Number of Shares Held
Individual 018 || 27 2018 | m?
Chief Executive
Mr. Nadeem Javed 0% 50% 5, D00, D00 5,000,000
Diirector
Mr. Wasim Ahmed 0% 3% ERL LU 3,000,000
Sharcholder
M. Ahmad Bilal Chawd 20% 20w 2, DO, (XY 2,000,000
100"% T % lﬂ.lII]‘E ]EIIH]IIIH]
208 2m7
Note Rupees Rupees
LONG TERM LOAN FROM
CHIEF EXECUTIVE
From related parties:
Chief Executive-Mr. Nadeem Javed 151 11,437,361 92.811,850
Loan from director:
Balance as at _ru:l:.-' a1, 92.E11,950 S 000,000
Add: Loan received during the year - 42811950
92.811,950 92.811,950
Less: Adjustment/ repayment during the vear 81.374.589 -
152 11437,361 92,511,950

This represents interest free and un-secured loan obtained from the director of the
company, The loan is subordinated to all other dobts of the company. The loan is
repayable after two years which would be subject to enough cash flows of the company.
However, repayment of the loan may be deferred as mutually agreed.

DEFERRED TAXATION

Deferred credits/ (debits) arising due to:
Accelerated tax depreciation
Provision for doubtful debts
Larsed ausel
Brought forward losses
Blimirmum ek

Balance as at July 01,
Add: charge for the year

2ms m7
Rupees Rupees
(37 833) (47, 169)
(10,185} .
282332 B21477
(4.421.631) (5.426.459)
(277 529) -
(4.465.145) (4.849.131)

-



161 At the year end, net deductible emporary differences amounting Rs. 14,439,034 (2017:Rs.
16,163.836) which results in a net deferred tax asset of Re. 4,465,148 (2017:Rs. 4.849,151).
However, deferred tax asset has not been recognized in these financial statements being
prudent. Management is of the view that recognition of deferred tax asset shall be

17

171

17.2

reassessod as at Junse 30, 2019

MNote

LIABILITIES AGAINST ASSETS SUBJECT
TO FINANCE LEASE

Balance as at July 01,
Add: Assets acquired during the year
Less: Pavmenits made during the year

Lezs: Current portion shown under
curreni liabilities

2018 m7
Rupees Rupees
500,634 .

- 6,349,654
5.020.654 6,349,654
(1,535 862} (1,339,000}
3484792 2,020,654
{1.686,450) (1,535 866)

1,708 342 3484788

The reconciliation between gross minimum lease payments, future finance cost and
present value of minimum lease payments is as follows:
2018 2m7
Later than
Mot later | | one year bul Laber than
Not later than one year but
than ane misk Later b TRkt
YeEar than Five ol ooz Five
years year
vvvvvvvvvvvvv BEUPEE S Seanncascsccnss
Gross Minimum Leass
Paymunts 1,829 A& 1,510,086 1,820,970 3,626,524
Less: Finance cost allocated
to future years 143,214 11,744 285,104 142,036
Present value of minimum
lease paymients LA86AS) 1798 142 1,535,866 3484 788

Ihe Company has entered into lease agneement with Summit Bank Limited to acquire two
vehicles. As per lease agreement the principal and markup are payable in thirty six
installments. Effective mark-up rates, during the current financial year is KIBOR plus 3%
per annum (2017 KIBOR plus 3%), The facility is secured against post dated cheques and

personal guarantee of directors.



Note Rupees Rupees
18 DEPOSITS, ACCRUED LIABILITIES
AND ADVANCES
Accrued expenses 724,117 B88. 775
19 TRADE AND OTHER PAYABLES
Creditors for sale of shares on behalf of
clients 191 & 19.2 11,634 584 12291290
Payable to National Clearing Company
of Pakistan Limited B 3,002 -

12279916 __ 12291200

191 The total value of securities pertaining to clients s Rs, L945770.,711 (2017: Rs.
2.281,026,978) held in sub-accounts of the company. Value of securittes pledged of clients
with National Clearing Company of Pakistan Liméited is Fa. 28,507,283 (2017: Rs, 4,275,954)

agains] exposure,
192 Creditors for sale of shares on behall of clients include the following amount due to
related parties:

2018 a7
Name of related party  Basis of relationship Rupees Rupees
Waseem Ahmed Director 15,830 7006
N LOAN FROM BANKING COMPANY

From financial institutions
Summit Bank Limited - {securad) RF-] .1 37 A419.M% 46,110,917
Summit Bank Limited - (secured) RF-11 20,2 BOLBO3 848 30,516,216
Silk Bank Limited - {socured) RF-1 20.3 2,740,436 0.371.%%4
Silk Bank Limited - (secured) RF-11 0.4 9, 00, 000 -

150,964,203 135,948,527

201 This facility of Rs. 50,00 million (2017: Rs, 50,00 million) is available to the company under
the mark up arrangement from Summit Bank Limited. Rate of mark up b Three Months
KIBOR plus 3% per annum (2017 three months KIBOR plus 3% per annum). This facility
ts secured against pledge of shares of quoted companies with mindmum margin of 30% on
overall exposure and personal guarantee of directoss.

0.2 This facility of Rs. £3.09 million (2017: Rs. 56,60 million) is available to the company under
the mark up arrangement from Summit Bank Limited. Rate of mark up is Three Months
KIBOR plus 4% per annum (2017 Three Months KIBOR plus 4% per annum). This lﬂd“l\'{
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211

212

221

is secured by personal guarantee of directors, token registered mortgage of Rs.0,10 million
and Equitable Mortgage with 30% margin on the market value of three properties which
have been valued by independent valuers.

This facility of Rs. 25.00 million (2017: Rs. 25.00 million) is available to the company under
the mark up arrangement from Silk Bank Limited. Rate of mark up is Three Months
KIBOR plus 4.5% per annum (2017; Three Months KIBOR plus 45% per annum). This
facility is secured by personal guarantee and pledge of shares of directors and their

This facility of Rs, 40.00 million (2017 Bs. nil) is available to the company under the mark
up arrangement from Silk Bank Limited. Rate of mark up is Three Months KIBOR plus
4.5% per annum (2007; nil). This facility is secured by persomal guarantee of directors. This
facility is secured by mortgage of property of an associate and personal guarantee of

directors and their associates
Total value of pledged securities with financial institutions is us
2018 2m7
M bt of Amoumt Number of Amount
Securities Rupees Securitivs Rupees
Clients 4,871,400 91,782,931 4,964 625 114,755,130
4571400 91,762,431 4,960 (25 114,755,130
2018 2T
Note Rupees Rupees
LOAN FROM RELATED PARTIES
Lioan from:
Mr Madeem Javed- Chief Executive 214 1,685,000 -
Mr. Wasim Abmed-Dhirector .2 3552000 e 2 500,000
5 67 000 12 800,000

This represents interest froe and un-secured loan obtained from Chiel Executive of the
company to meet the working capital requirements of the company, It was being utilized
for the said purpose,

This represents interest free and un-secured loan obtained from director of the company o
maot the warking capital requirements of the company. It was being utilized for the said

Pm;[m!-

CONTINGENCIES AND COMMITMENTS

Contingencies

Claim against the company not ilﬂl:l'l:lh'll?dghi as debt Rs.nil [2017; nil).
Commitments

Commitments as at balance sheet date were Rs. nil (2017: Rs. nil].%
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31

MNote
BROKERAGE AND COMMISSION

Retail Customers 71
Instituticnal Customers

Less Sales tax

2018 207
Rupees Rupees
8498669 25,384,205
223,321 2,060,260
8,721,990 ITATLA65
{1.203,003) (3,789.581)
7318957 23,684 584

Commission from retall customers includes the commission sarned {rom following related

!.'hll"ﬂ'ﬁ!

Name of related party  Basis of relationship

Madeem Javed Ol Executive

Wasim Ah Director

Shamsa Nadeem Close family member of
chief executive

Muhamamd Hashim Close family member of
chief executive

DIRECT COST

Charges paid to:

Mational Clearing Company of Pakistan Lid,
Central Depository Company of Pakistan Lid.
Pakistan Stock Exchange Ltd.

2018 w7

Rupees Rupees
A73.035 957 B35
200 75,8013

26,366 .

45,560

45,761 lm
235872 49,749
86,797 156472
138,784 LT
461,453 717,395
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2018 a7

Note Rupees Rupees

OFERATING EXPENSES

Directors’ remuneration 2,700,000 3,000,000
Staff salaries and benefits 4338477 4.001,911
Rent, rates and taxes 172,707 1,986,295
Communication expenses 428,194 362,737
Lleility charges 277600 30,777
Travelling and conveyance 1.846.742 451,536
Printing and stationery 68,457 B2,765
Repair and maintenance 831,281 276,025
Vehicle Running and maintenance 132,661 108,797
Legal and professional charges 183,500 129,800
Auditor's remuneration 251 223,950 206,950
Fee and subscription 205,604 708,139
Books and newspapers 4,251 3497
Entertainment 1,461,065 229178
Insurance 307,091 15,254
Depreciation B 1,223,951 Bod.065
Security Services 54,500 2.0
Postage 24,502 21,708
Others 252 1.397.932 107,193

—lZETR 13488867

Aunditors' remuneration

Ihee anecdit few and remuneratson for other serveoes included in thie Mnancial stalements B a8 follows:

s 207
Rupees Rupees
Amin, Mudassar & Co.
Statutory audit 166,000 157,500
Certification fee 52,500 49450
TH0L500 E‘Hﬂ
This includes penalty pald amounting Rs. 83,956 under the provisions of Income Tax
Ordinance, 2001,
208 amz
Mote Rupees Rupees
OTHER OFERATING EXFENSES
Impairment on TRE Certificate 2,500,000 -
Balances written off B,028 12,304

2,508,028 1



2018 a7
Note Rupees Rupees
I7  OTHER OPERATING INCOME
Income from financial assets
Dividend income 421,988 421,988
Profit on deposit account B9G220 1,007 586
Provision for doubtful debts 61,567 (97.726)
NCCPL exposure profit 29,511 206,602
149,586 1,538,450
Income from assets other than financial assets
Advisory ncome 07672 7T A1l
Physical shares coversion fee 445,516 -
953,188 Ta7 811
Less: sabes tax (131474 {105,9%03)
B2 70 B, HG
Other income S0L000 -
206005 __ 220036
28 FINANCE COST
Mark up on short term borrowings 12,830,002 10,650,501
Bank charges 544,514 98,352
Markup on lease 284,856 156,290
13,659 342 11,005,152
M  TAXATION
Incomma tax:
Current 736,731 308,358
-Prior years . 1
-Dieferred . .
736,731 308358
291 Income tax assessment of the Company have been finalized up to tax year 2017 on the
basis of returns filed as the company did not receive any notice in this respect.
29.2 No numeric tax rate reconciliation is presented for the current and prior vear ended 2018

as the company was either liable 1o pay tax under final tax regime or minimum tax u/s 113
of Income Tax Ordinance 2001, h’



EARNINGS PER SHARE - BASIC AND DILUTED

Laoss/ {profit) for the vear-Rupees

Weighted average number of ordinary shares
outstanding during the vear -Numbers

Eamings per share-Rupees

NUMBER OF EMPLOYEES

Total number of emplovees at the end of vear

Average numbsr of employvess during the vear

M8

m7

(25,263,770) 333,164

10,000, 000 6,890,411

{2.53) (.05
2018 2017
(N umber])
15 13
16 13

REMUNERATION TO CHIEF EXECUTIVE AND DIRECTORS

The aggregate amount charged in the financial statements for the vear for remuneration,
including certain benefits to the chiel executive and directors of the company is as follows:

Chief Executive D¥irectors
28 2m7 2ins am7
Rupees Rupees Rupees Rupees
Managerial remuneration 2454545 LTIIN -
Maedical allowance 245455 e e .
E.MIL“J -‘Imjll]:ﬂ d—‘-— -
Number of persons 1 1 -
2018 m7
Rupees Rupees
FINANCIAL INSTRUMENTS BY CATEGORY
Financial assets and financial Habilities
Financtal assets
Finmancial asset- available for sale
Long term investment 14,857,719 14,887,719
Loans and receivables
Long term deposits 2,161,200 2371, 300
Trade debts 2,789,305 194, 200 887
Loans and advances i T, N0 .
Interest accrued 85,664 89,609
Trade deposits #93,000 849,000
Cash and bank balances 214,626 208 115,527,930
20,947 467 313,009,626




M1

208 207

Rupees Rupees

Financial liabilities
Financial Habilities at amortized cost
Deposits, acorued liabilities and advances THNT 688,775
Trade and other payables 12279916 12,291,2%
Loan from banking company 150,964,203 125,998,527
Loan from related parties 3,667 000 12,800,000
Markup on short term borrowings 3,751,013 3069249
Liakdlities against assets subject to finance lease 1,798,442 3,484 TER
Current portion of lease Hability 1,686,450 1,535 866

176,871,031 159 B68.4595

FINANCIAL RISK MANAGCEMENT

The Company’s activitles expose it to a variety of financial risks: credit risk, Hquidity risk
and markel risk (interest/ mark-up rate rsk and price risk). The Company's overall risk
management program focuses on the unpredictability of financial markets and seeks to
minimize potential adverse effects on the financial performance. Overall, risks arising
from the company’s financial assets and liabilities are limited. The Company consistently
manages its exposure to financial risk without any material change from previous periods
in the manner described in notes below,

The Board of Directors has overall responsibility for the establishment and oversight of
Company’'s risk management framework, All treasury related transactions are carried out
within the paramicters of these policies.

a)  Credit Risk

Credit risk is the risk that one party t© a financial instrument will fail to discharge
an obligation and cause the other party 10 incur a financial loss, without taking into
account the fair value of any collateral. Concentration of credit risk arises when a
number of counter parties are engaged in similar business activities or have similar
economic features that would cause their ability o meet contractual obligations to
be similarly affected by changes in economics, political or other conditions.
Concentrations of credit risk indicate the relative sensitivity of the Company’s
performance to developments affecting a particular industry,

Exposure o Credit Risk

Credit risk of the Company arises from deposits with banks and financial
institutions, trade debts, short term loans, deposits, receivable / payable against
sale of securities and other receivables. The carrying amount of financial assets
represents the maximum credit exposure. To reduce the exposure to credit risk, the
Company has developed fts own risk management policies and guidelines
whereby clients are provided trading limits acconding to their net worth and
proper margins are collected and maintained from the clients. The management
continueusly monitors the credit exposure towards the clients and makes provision
against those balances considered doubtful of recovery, The Company’s
management, as part of risk management policies and guidelines, reviews clients’
financial position, considers past experience, obtain suthorized approvals and



arrange .!-I;I NECessary collaterals in the form of equity securities to reduce credit
risks and other factors. Further, credit risk on liguid funds is limited because the
counter parties are banks with reasonablv hieh credit ratines.

The carrying amount of financial assets represent the maximum credit exposure at
the reporting date, which are detailed as follows:

2018 m7

Rupees Rupees
Lomg term deposits 2,161,200 2,371,200
Trade deksts 3.1 2,780 305 194,201 887
Loans and advances 6,390,000 o
Interest accrued 85,6064 89,600
Bank balances .12 214,567,395 115,277,023

235 UER A5 311.939.721

34.1.1 The maximum exposure o credit risk for trade debts is due from local clients and
the aging of trade debis at the reporting date was:

2018 7
Rupees Rupees
Upto 1 manth 2,744,920 194,055,923
1 to 6 menths 17360 183515
More than 6 months 27115 249

a?ﬂﬂgﬁ l'!'-l.mt&
H.1.2 Concentration of Credil Risk

Concentration of credit risk exists when changes in economic or industry factors
similarly affect groups of counterparties whose aggregate exposure is significant in
relation to the Company’s total exposure. The Company’s portiolio of financial
instruments is broadly diversified and transactions are entered into with diverse
credit-worthy counterparties thereby mitigating anv significant concentrations ol
credit risk,

Geographically there is no concentration of credit nsk.
The eredit quality of Company’s liquid funds can be assessed with reference to

external credit ratings as follows:
- 2018 07
Maote rating Rupees Rupees
Cash at banks
Al 18372 17,209
A-l 214544027 115,259,816
EIEEE llﬁeggﬂﬁ

v



b} Liquidity Risk

Liguidity risk is the risk that the company will not be able to meet its financial
obligations as they fall due. The company’s approach to managing liquidity is to
ensure, as far as possible, that it will always have sufficient liquidity to meet its
liabilities when due, under both normal and stressed conditions, without incurring
unacceptable losses or risking damage 1o the company's reputation. The following
are the contractual maturities of financial liabilities, including expected interest
pavments and excluding the impact of netting agreements:

1) B

Carrying Contractual | | Maturity up o Maturity after

Aot Cash Flows one year ifie year
R u P v ] s
Liabilities against assets subject
tor finance lease 3,484,792 3484792 L686,450 1798342
Deposits. accrued labilities and N7 7T .
advanoes TIIT
Trade and other pavables 12279918 12,279,916 12279916 -
Accrued markup 3,751,003 3,731,003 3,751,003
Laan from banking company 150,964,203 150,964,203 150,964,203
Loan from related parties 5667000 3,667,000 3,667 000 -
176870031 176871031 175,072,689 1,796,342
2017
Carrying Contractual | [ Maturity up io Maturity after
Amoorit Cash Flows R yYear e year
[ (7] P © e %
Liabilities against assets sulbject
SRR M. 505065 506 1395866 3,484,788
Deposits, accrued liabilities and
s 88775 688,775 638,775 .
Trade and other payables 12291200 12,291,290 12,291,290 -
Accrued markup 3069249 3069 249 3,069 249 .
Loan from banking company  * 125,998,527 125,998 537 125,998,527 -
Loan from related party 1280000 12,800,000 12,800,000 -
159898495 159.868.495 156,363, 707 3,484,788
Liquidity Risk Management

The company's approach to managing liquidity is to ensure, as far as possible, that
it will always have sufficlent lguidity to meet its liabilities when due, under both
normal and stressed conditions, without incurring unacceptable losses or risking
damage to the company's reputatic



The company monitors cash flow requirements and produces cash flow projections
for the short and long term. Typically, the company ensures that it has sufficient
cash on demand to meet expected operational cash flows, including serving of
financial obligations. This includes maintenance of balance sheet liquidity ratios,
debtors and creditors concentration both in terms of overall funding mix and
avoidance of undue reliance on large individual customes. Further, the company
has the support of its sponsors in respect of any liquidity shortfalls.

] Market Risk

Market risk means that the fudr value or future cash flows of a financial instrument
will fluctuate because of changes in market prices such as foreign exchange rates,
interest rates and equity prices. The objective is to manage and control market risk
exposures within acceptable parameters, while optimizing the return. Market risk
comprises of three types of risk: foreign exchange or currency risk, interest / mark
up rate risk and price risk. The market risks assocated with the Company's
business activities are discussed as under;

il Foreign Currency

Foreign currency risk arises mainly where receivables and payables exist due to
transaction in foreign currency, Currently, the Company is not exposed to currency
risk since there are no foreign currency transactions and balances at the reporting
dlate,

ii} Price Risk

Price risk represents the risk that the fair value of a financial instrument will
Auctuate because of changes in the market prices (other than those arising from
imiterest/ mark up rate risk or currency risk), whether those changes are caused by
factors specific to the individual financial instrument or its issuer, or factors
affecting all or similar financial instroments traded in the market, Presently, daily
stock market fluctuation is controlled by government authorities with cap and floor
of 5%. The restriction of floor prices reduces the wvolatility of prices of equity
securities and the chances of market crash at any moment. The Company manages
price risk by monitoring the exposure in quoled equity securities and
implementing the strict discipline in internal risk management and investment
policies, which includes disposing of its own equity investment and collateral held
before it led the company to incur significant mark to market and credit losses, The
Company is exposed to equity price risk since it has investments in quoted equity
securities and also the company holds collaterals in the form of equity securities
against their debtor balances at the reporting date,

Sensitivity Analysis
Currently, the Company is not exposed to any price risk as it does not hold any
significant investments exposed to price risk at the reporting date.

ifi) Imterest Rate Risk

Interest / mark-up rate sk is the risk that value of & financial instrument or future
cash flows of a financial instrument will fluctuate due to changes in the market
nterest / mark-up rates. Sensitivity to interest / mark up rate risk arises [mmm-‘



mismatches of financial assets and labilities that mature or re-price in a given
period, The Company manages these mismatches through risk management
strategies where significant changes in gap position can be adjusted.

The effective interest / mark-up rates in respect of financial instruments are
mentioned in respective notes to the financial statements,

Sensitivity Analysis

The company is exposed 1o interest rate risk in respect of its variable rate
nstruments. A 100 basis points increase in variable interest rates would have
decreased profit by Rs1,364,961 (2017: 1,108,154). A 100 basis points decrease in
variable interest rate would have had an equal but opposite impact on profit. This
sensitivity analysis is based on assumption that all variobles, with the exception of
imterest rates, remain unchanged.

34.2  Fair value of financial instruments

Fair value is the price that would be received 1o sell an asset ar paid to transfer a Hability
in an orderly transaction between market participants at the measurement date,

Underlying the definition of fair value is the presumption that the Company is a going
concern without any intention of requirement o curtail materially the scale of ils
vperations or {0 undertake a transaction on adverse terms,

The estimated fair value of all financial assets and liabilities is considered not significantly
different from book values as the fems are either short - term in niture or periodically
reprised.

International Financial Reporting Standard 13, ‘Financial Instruments : Disclosure’
requires the company to classify fair value measurements using a fair value hisrarchy that
reflects the significance of the inputs used in making the measurements, The fair value
hierarchy has the lollowing levels:

= quoted prices {(unadjusted) in active markets for identical assets or liabilities (level

- inputs other than quoted prices included within level 1 that are observable for the
asset or Liability. either directly (i.e. as prives) or indirectly (Le. derived from prices)
{level 2) ; and

- inputs for the asset or liahility that are not based on observable market data
{unobservable inputs) (level 3}

The level in the (air value hierarchy within which the fair value measurement is
categorized in its entirety shall be determined on the basis of the lowest level input that is
significant to the fair value measurement in its entirety.

The table below analyses financial instruments measured at fair value at the end of the
reporting period by the level in the fair value hierarchy into which the fair value
measurement is categoriaed:



Level 1 Level 2 Lewvel 3
K i P [ [ ]
Financial assets
Imvestinents available for sale - 14,887 719 s
L am7 ]
Level 1 Level 2 Level 3
iR u " - L4 L
Financial assets
Inviestrments avadlable for sal . |4,B87.719 .

M3 Capital risk management

The Company’s objectives when managing capital are to safeguard the Company’s ability
to continue as a going concern in order to provide returns for shareholders and benefits for
othor stakeholders and to maintain an optimal capital structure.

In order to maintain or adjust the capital structure, the Company may kssue new shares or
sell assets to reduce debt

Consistent with others in the industry, the Company manages its capital risk by
monitoring its debt levels and liquid assets and keeping in view future investment
requinemients and expectation of the shareholders. Debt is calculated as total borrowings.
Total capital fair value reserve and interest free long term loan obtained from the cheil
executive of the company classified as per TE- 32 are included in sharcholders’ equity:

b} FoJ 27
Rupees Rupees
Total bormowings . 158,429 545 142,283,315
Total equity 74.487,9 151,146,293
Total capital 3L AT A3 429,608
Gearing ratio 213% 79%

35 OPERATING SEGMENT

351 These financial statements have been propansd on the basis of a single reportable segment
which is consistent with the internal reporting used by the chief operating decision-maker,
The chief operating decision-maker is responsible for allocaling resources and assessing

performance of the operating segments,
352 All non-current assets of the Company as at June 30, 2018 are Immdelequ



36 CORRESPONDING FIGURES

The corresponding figures have been rearranged and reclassified, wherever considered
necessary, to comply with the requirements of the Companies Act, 2017 and for the
purpeses of comparison and better presentation. Following major reclassification has been
madie:

Reclassification from statement of  Reclassification to statement 2017
financial position of financial position Rupees
Trade and other payables Deposits, accrued liabilithes 688,775
Short term borrowing Loan from banking Company 125,998 527
Short term borrowing, Loan from related parties 12,800,000
37 GENERAL

Figures have been rounded off to the nearest of rupee.

3 DATE OF AUTHORISATION FOR 1S5UE

13 5EP
These financial statements were authorized for issue on St by the

Board of Directors of the Company, ﬂ/




