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DIRECTORS' REPORT

The Directors take pleasure in presenting their report together with the audited financial statement of the Company for
the year June 30, 2018. The working results of the company for the said financial year are given as under:

Financial Results:

Operating revenuae {3,048,664)
Operating expenses (6,791,882)
Operating loss * (9,840,558)
Other charges -
Cither income : 217,830
Loss before tax (9,322,726)
Taxation (244 B48)
Loss after tax (9,567 ,575)

Review of Business

During the year under review the stock market performance was negative and brokerage income declined due to low
turnowver.

Dividend:

The Directors do not recommended any dividend during the year due to cash flow requirement during next financial
year

Future Prospects:

The Directors expect future profitability to be increased due to expected strengthening of market in next year after
economic revival post IMF programmae !

Loss per Share

Loss per share for the year ended 30th June 2019 was Rs (1.472)

Auditors:

The auditors of the company Nasir Javaid Magsood Imran Chartered Accountants have retired and offer their services
for the ensuing year,
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INDEPENDENT AUDITOR’S REPORT

To the members of Khanani Securities (Private) Limited

Report on the Audit of the Financial Statements

Opinion

We have audited the annexed financial statements of Khanani Securities (Private)
Limited (the Company), which comprise the statement of financial position as at June
30, 2019 and the statement of profit or loss and other comprehensive income, the
statement of changes in equity, the statement of cash flows for the year then ended,
and notes to the financial statements, including a summary of significant accounting
policies and other explanatory information, and we state that we have obtained all the
information and explanation which, to the best of our knowledge and belief, were f
necessary for the purpose of the audit.

% In our opinion and to the best of our information and according to the explanations
given to us, the statement of financial position, statement of profit or loss and other
comprehensive income, the statement of changes in equity and the statement of cash
flows together with the notes forming part thereof conform with the accounting and
reporting standards as applicable in Pakistan and give the information required by the
Companies Act, 2017 (XIX of 2017), in the manner so required and respectively give a |
true and fair view of the state of the Company’s affairs as at June 30, 2019 and of the |
profit and other comprehensive loss, the changes in equity and its cash flows for the
year then ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs)
as applicable in Pakistan. Our responsibilities under those standards are further
described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Ccmpa'ng.r in accordance with the
International Ethics Standards Board for Accountants’ Code of Ethics for Professional
Accountants as adopted by the Institute of Chartered Accountants of Pakistan (the
Code) and we have fulfilled our other ethical responsibilities in' accordance with the
Code. We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our apinion.
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Responsibilities of Management and Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with the accounting and reporting standards as applicable in
Pakistan and the requirements of Companies Act, 2017(XIX of 2017} and for such
internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is responsible for assessing the
Company's ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
management either intends to liquidate 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, i

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or
error, and to issue an auditor’'s report-that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs as applicable in Pakistan will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial
statements.

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

e Identify and assess the risks of material misstatement of the financial
statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

« Obtain an understanding of internal controls relevant to the audit in order to
design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Company's
internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by management.
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= Conclude on the appropriateness of management’'s use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a
material uncertainty exists related to events or conditions that may cast
significant doubt on the Company’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in
our auditor’s report to the related disclosures in the financial 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 report.
However, future events or conditions may cause the Company to cease to
continue as a going concern.

« Evaluate the overall presentation, structure and content of the financial
statements, including the disclosures, and whether the financial statements
represent the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with the board of directors regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

Report on Other Legal and Regulatory Requirements
Based on our audit, we further report that in our opinion:

a) proper books of accounts have been kept by the Company as required by
v the Companies Act, 2017 (XIX of 2017);

b) the statement of financial position, the statement of profit or loss and
other comprehensive income, the statement of changes in equity and the
statement of cash flows together with the notes thereon have been
drawn up in conformity with the Companies Act, 2017 (XIX of 2017) and
are in agreement with the books of account and returns;

c) investments made, expenditure incurred and guarantees extended
during the year were for the purpose of the Company’s business; and

d) no Zakat was deductible at source under the Zakat and Ushr Ordinance,
1980.

The engagement partner on the audit resulting in this independent auditor’s report is
Mohammad Javaid Qasim.

Dated: ﬂ 5 0[:'. }_'\.:'-.:1 Masir Javaib MaqsooD IMRAN
Karachi Chartered Accountants




KHANANI SECURITIES (PRIVATE) LIMITED
STATEMENT OF FINANCIAL POSITION

AS AT JUNE 30, 2019
F““‘ ‘ Rupees ‘ Rupecs
2019 2018

ASSETS
NON-CURRENT ASSETS
Property & equipment 4 675,912 732329
Intangible assels 5 2,750,000 2,750,000
Long term investment at fair value through other comprehensive income 6 14,055,522 21,353,582
Long term deposits 7 2,155,000 2,155,000
19,636,434 26,990,910
CURRENT ASSETS
Short term investment 8 16,316,591 26,683,115
Trade receivables 9 4,494,156 5557410
Advances, deposits, pre-payments & other receivables 10 9,277,489 10,369,674
Cash & bank balances 11 10,407,710 68,916,571
40,495,945 111,526,771
TOTAL ASSETS 60,132,379 138.517.681
=7
EQUITY AND LIABILITIES
CAPITAL AND RESERVES
Authorized Capital
20,000,000 (2018; 20,000,000) ordinary shares of Rs. 10/~ each 200,000,000 200,000,000
. lssued, subseribed and paid-up capital 12 40,010,000 90,010,000
Reserves 14,692,876 31,558,510
54,702,876 121,568,510
LIABILITIES
NON-CURRENT LIABILITIES - -
CURRENT LIABILITIES :
Trade payables 4,365,620 11,498,427
Accrued expenses & other liabilities i3 1,063,883 5450744
5,429,503 16,949,171
CONTINGENCIES AND COMMITMENTS 14 - -
TOTAL EQUITY AND LIABILITIES 60,132,379 138,517.681
The anmexed notes from [ 1o 29 form an integral part of these financial statemenis. (
Director

Initialled
for
identification
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KHANANI SECURITIES (PRIVATE) LIMITED
STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED JUNE 30, 2019
Note Rupees Rupees

2019 2018

. REVENLE

Operating revenue 15 6,014,435 10,695,515
- Capital (loss) / gain on sale of securities (4.835,654) 14,503

Unrealised (loss) / gain on remeasurement of investment at fair value - through profit or loss (4,227,445) 867,470 |

(3,048,664) 11,577,488

_. Administrative expenses 16 (6,778,683) (7.546,152)

Finance cost 17 (13.20%) (13,124)]
- (6,791,892)  (7,559277)

Operating (loss) / profit (9.840,550) 4,018,212
- Other income 18 517,830 511,159
- {Loss) / profit before taxation (9,322,726) 4,529,371

Taxation 19 (244,848) {2.864,733)
.

(Loss) / profit after taxation (9,567,575) 1,664.638

{Loss) / earnings per share - basic and diluted 20 (1.47) 0.18

The annexed notes from 1 o 29 form an integral part of these financial statements.

Chief Executive Director

imitialled
for

identification
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KHANANI SECURITIES (PRIVATE) LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2019

(Loss) / profit after taxation

Other comprehensive income

Unrealised loss on remeasurement of investment - At fair value -
through other comprehensive income

Total comprehensive loss for the year

The annexed notes from | 1o 29 form an integral part of these financial statements

Chief Executive

SH

MNuote Rupees Rupees
2019 2018
(9.567.575) 1.664.638
(7,298,060) (14,592,667)
(16,865.634) (12,918.029)
Director




KRHANANI SECURITIES (PRIVATE) LIMITED
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2019
Rupees Rupees
" 2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation (9.312,726) 4529371
Add [ (less): Items not involved in movement of fund:
Depreciation 122218 123,248
Capital gain on sale of shares of Pakistan Stock Exchange Limited 4,835,654 (14,303)
Unrealised loss on remeasurement of investments : 4,227 445 (867470
Finangial charges 13,209 13,124
9,198,526 (TA5.601)
Cash genernted from / (used in) operating activities beforovorking capital changes (124,200) 3.783.770
Met change in working capital ) (T.283,518)  156,663,111)
(TA07,T18)  (51.879.343)
Financial charges paid (13.208) (13,124)
Taxes paid (1.022,134) (3.115.525)
: Net cash used in operating activities (BA43061)  (56,007.992)
- CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of property and equipment (65,800) {134, IO
Long term advances & deposits - 12,750,000
Prurchaze of PMEX card . {2500, (a0
Net cash (used in) / generated from investing activities {65,800) 12,366,000
CASH FLOWS FROM FINANCING ACTIVITIES
Share capital reduction I |f-l::l.1llf-ll.ll-:"=|[ - |
Met cash used in financing activities {500, Dibin, DY)
Met increase [ (decrease) in cash and cash equivalents (58.508.861)  (43.641,992)
Cash and cash equivalent at beginning of the year 68,916,571 112,358,563
i Cash and cash equivalent at end of the year n 10,407,710 68,216,571
- (n) Seatement of change in working capital
{Tnerease) ! decrease in current asseis
Imnde recevahbles 1,063,254 5332814
Short term investments 1,303,425 (20,583,552)
Advances, deposits, pre-payments & other receivables (2.493.000) 9,020,268
- (126.321) (6. 230.470)
Increase / (decrease) in current labilities
Trade payables (71328071 (51.346.218)
' Accrued expenses & other linbilities {24,391) 913,575
{7157,197) {50, 432.645)
Met change in working capital {F2MI.518) (56,603,113)
. The annexed notes from | to 29 form an dgtegralpart of these financial statements
Chief Exec ti\\t irector




Sub Total

Total

Rupees

Rupees

Balance us at June 30, 2017 90,010,000 19,352,231 25,134,308

the year . 1,664,638 -

KHANANI SECURITIES (PRIVATE) LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2019
Reserves
Unrealised gain on
Issued, subscribed & Unappropristed remeasurement of investment
paid up capital pruofit at Tair value-through other
comprehensive income
Rupees Rupees Rupees

44,456,539

1,664,638

134,496,539

1,664,638

o statemnent of profit or loss on : - (8,181,181 (8,181,181} (8,181,181)
f disposal of investment - At
= through comprehensive
remeésurement l'IE invesiment -
value - through other = = (6.411.486) (6,411,486) (6,411,486
NSIVE NSO
-_. amce a5 ot June 30, 2018 0,010,000 21,016,869 10.541.641 31,558,510 121,568,510
ital reduction (50,0000, 0007 { S0, INREN T}
the vear - (2.567.575) - (9.567.575) (9.567,575)
remeasurement of investment al
alue - through other comprehensive B (7.298.060) (7.298.0600 {7.208.060)
alance as at June 30, 2019 40,010,000 11,449,294 3,243,582 14,692 876 54702876

snmexed motes from 1 o 29 form an infegral part of these financial statements

Chiefl Executive

E

Dircctor

Initialied
for
identification




KHANANI SECURITIES (PRIVATE) LIMITED
NOTES TO THE ACCOUNTS

Legal status and operations

Khanani Securities (Private) Limited (the Company) was incorporated in February 28, 2006 as a private limited company under

| CORPORATE AND GENERAL INFORMATION

the Companies Ordinance, 1984, The registered office of the Company is situated at 638, Stock Exchange Building, Stock
Exchange Road, Karachi, Pakistan, The company is engaged in the business of financial consultancy, brokerage. underwriting and
investment counselling. It is a Trading Right Certificate Holder of the Pakistan Stock Exchange Limited

1 BASIS OF PREPARATION

2.1 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 such Internatienal Financial Reporting
Standards (IFRS Standards) issued by the International Accounting Standards Board (IASB) as are notified under the Companies
Act, 2017 (the Act), and provisions of and directives issued under the Companies Act, 2017. Where provisions of and directives
jssued under the Companies Act, 2017 differ from the IFRS Standards, the provisions of and directives issued under the
Companies Act, 2017 have been followed, Preparation of financial statements also include disclosure required by Sceurities
Brokers (Licensing and Operations) Regulations, 2016.

2.2 Basis of measurement
These financial statements have been prepared under the historical cost convention, except for derivatives and investments.
Statement of cash flow has been presented on cash basis.

1.3 Functional and presentation currency
ltems included in these financial statements are measured using the currency of the primary economic environment in which the
Company operates. These financial statements are presenied in Pakistani Rupee, which is the Company's functional and
presentation currency. -

3.4 Use of estimates and judgments
The preparation of financial statements in conformity with approved financial reporting standards, as applicable in Pakistan,
requires management to make judgments, estimates and assumptions that affect the application of policies and the reported
amounts of assets, liabilities, income and expenses.
Ihe estimates and associated assumptions are based on historical experience and various other factors that are believed 1o be
reasonable under the circumstances, the results of which form the basis of making judgments about the carrying values of assets
and liahilities that are not readily apparent from other sources. Actual results may differ from these estimates.
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in
the period in which the estimate is revised if the revision affects only that period, or in the period of the revision and future
periods if the revision affects both current and future periods.

:

B e
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KHANANI SECURITIES (PRIVATE) LIMITED
NOTES TO THE ACCOUNTS

New or Amendments / interpretations to existing standards, interpretation and forth coming requirements:

There are new and amended standards interpretations that are mandatory for accounting periods béginning 01 July,
2018 other than those disclosed in note 3.1 are considered not to be relevant or do not have any significant effect
on the company's financial statements and are therefore not stated in these financial statements.

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

The following International Financial Reporting Standards (IFRS Standards) as notified under the Companies Act,
2017 and the amendments and interpretations thereto will be effective for accounting periods begipning on or after
(1 July, 2019,

Amendment to IFRS 9 'Financial Instruments’ - Prepayment Features with Negative Compensation (¢lTective for
annual periods beginning on or afler 01 January 2019). For a debt instrument to be eligible for measurement at
amortized cost of FVOCI, IFRS 9 requires its contractual cash flows to meet the SPPI criterion - i.e. the cash flows
are ‘solely payments of principal and interest'. Some prepayment options could result in the party that triggers the
early termination receiving compensation from the other party (negative compensation}. The amendment allows
that financial assets containing prepayment features with negative compensation can be measured at amortized
cost or at fair value through other comprehensive income (FVOCI) if they meet the other relevant requirements of
IFRS 9. The application of amendment is not likely to have an impact on Company's financial statements,

[FRIC 23 'Uncertainty over Income Tax Treatments' (effective for annual periods beginning on or after 1 January
2019) clarifies the accounting for income tax when there is uncertainty over income 1ax treatments under 1AS 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 material impact on Company's {inancial
statements,

IFRS 16 'Leases' (effective for annual period beginning on or after | January 2019). IFRS 16 replaces existing
leasing guidance. including IAS 17 ‘Leases’, IFRIC 4 'Determining whether an Arrangement contains a Lease’, SIC-
15 "Operating Leases- Incentives' and SIC-27 ‘Evaluating the Substance of Transaction Im olving the Legal Form
of a Lease'. I[FRS 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 represneting its obligation
to make lease payments. There are recognition exemptions for short-term leases and leases of low-value items.
Lessor accounting remains similar to the current standard i.e. lessors continue to classify leases as finance or
aperating leases. Management is not expecting any impact of the standard on Company’s financial reporting.

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 | January 2019). The amendment will affect
companies that finance such entities with preference shares or with loans for which repayment is not expected in
the foreseeable future (referred to as long-term interests or 'LTI'). The amendment and accompanying 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.



KHANANI SECURITIES (PRIVATE) LIMITED
NOTES TO THE ACCOUNTS

Amendments to 1AS 19 ‘Employee Benefits'- Plan Amendment, Curtailment or Settlement (effective for annual periods
beginning on or after 1 January 2019). The amendments clarify that on amendment, curtailment or settlement of a defined
benefit plan, 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 are not likely to have an
impact on Company's financial statements. '

Amendment to IFRS 3 'Business Combinations' - Definition of a Business {effective for business combinations for which
the acquisition date is on or after the beginning of annual period beginning on or after 01 January 2020). The IASB has
issued amendments aiming to resolve the difficuties that arise when an entity determines whether it has acquired a
business or a group of assets. The amendments clarify that to be considered a business, an acquirdd set of activities and
assets must include, at a minimum, an input and a substantive process that together significantly contribute to the ability
{0 create outputs, The amendments include an election to use a concentration test. The standard is effective for transaction
in the future and therefore would not have an impact on past financial statements.

Amendment to 1AS | Presentation of Financial Statements and IAS 8 Accounting Policies. Changes in Accounting
Estimates and Errors (effective for annual periods beginning on or after 01 January 2020). The amendments are intended
to make the definition of material in IAS 1 easier to understand and are not intended to alter the underlying concept of
materiality in IFRS Standard. In addition, the IASB has also issued guidance on how to make materiality judgments when
preparing their general purpose financial statements in accordance with [FRS Standards.

On 29 March 2018, the International Acconting Standards Board (the IASB) has issued a revised Conceptual Framework
for Financial Reporting which is applicable immediately contains changes that will set a new direction for IFRS in the
future. The Conceptual Framework, primarily serves as a tool for the IASB to develop standards and to assits the IFRS
Interpretations Committee in interpreting them. It does not override the requirements of individual IFRSs and any
consistencies with the revised Framework will be subject to the usual due process - this means that the overall impact on
standard setting may take some time to arystalize. The companies may use the Framework as a reference for selecting
their accounting policies in the absence of specific IFRS requirements. In these cases, tompanies should review those
policies and apply the new guidance retrospectively as of 01 January 2020, unless the new guidance contains specific
scope outs,

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

IFRS 3 Business Combinations and IFRS 11 Joint Arrangement - the amendment aims lo clarify the accounting treatment
when a company increase 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 a joint operation when it obtains joint control of the business.

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




KHANANI SECURITIES (PRIVATE) LIMITED
NOTES TO THE ACCOUNTS

- JAS 23 Borrowing Costs - the amendment clarifies that a company treals 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
improvements to standards are not likely to have material / significant impact on Company's financial statements.

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Except as described below, the significant accounting policies consistently applied in the preparation of these
financial statements are the same as those applied in earlier periods presented.

3.1 Changes in significant accounting policies .

The Company has adopted IFRS 15 'Revenue from Contracts with Customers' and IFRS 9 'Financial
Instruments’ from 01 July 2018 which are effective from annual periods beginning on or after 01 July 2018
and for reporting period / year ending on or after 30 June 2019 respectively.

The details of new significant accounting policies adopted and the nature and effect of the changes to previous
accounting policies are set out below:

3.1.1 IFRS 15 'Revenue from Constracts with Customers’

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

The adoption of IFRS 15 which replaced IAS 18 Revenue. [AS 11 Construction Contracts and related
interpretations, did not have an impact on the timing and amounts of revenue recognition ol the Company.
Therefore, adoption of IFRS 15 at 01 July 2018, did not have an effect on the financial statements of the
Company as Brokerage Commission from Customers is recognized on origination of invoice to Customers
when the related services are rendered.

3.1.2 IFRS 9 ' Financial Instruments’'

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

m
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KHANANI SECURITIES (PRIVATE) LIMITED
NOTES TO THE ACCOUNTS

i) Classification and measurement of financial assets and financial liabilities

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

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

The following assessments have been made on the basis of the facts and circumstances that existed at the date of initial
application:

- The determination of business model within which a financial asset is held; and
- The designation and revocation of previous designation of certain financial assets as measured at FVTPL.

A financial asset is measured at amortized cost if it meets both of the following conditions and is not designated as at fair
value through profit or loss:

- It is held within business model whose objective is to hold assets to collect contractual cash flows: and
- [ts contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest on
principal amount outstanding.

A debt investment is measured at FVOCI if it meets both of the following conditions and is not designated as at FVTPL.

= [t is held within a business model whose objective is achieved by both collecting contractual cash flows and selling
financial assets; and

- Its contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest on
principal amount outstanding.

For assets measured at fair value, gains and losses will either be recorded in the statement of profit or loss or other
comprehensive income, For investments in equity instruments that are not held for trading, this will depend on whether the
Company has made an irrevocable election at the time of initial recognition to account for the equity investment at

All financial assets not classified as measured at amortized cost or FVOCI as described above are measured at FVTPL. On
initial recognition, the Company may irrevocably designate a financial asset that otherwise meets the requirements to be
measured amortized cost or at FVOCI as at FVTPL, if doing so eliminates or significantly reduces an accounting mismatch
that would otherwise arise.

A financial asset is initially measured at fair value plus, for an item not at FVTPL, transaction cost that are directly
attributable to its acquisition.

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




KHANANI SECURITIES (PRIVATE) LIMITED
NOTES TO THE ACCOUNTS

All financial assets not classificd as measured at amortized cost or FVOCI as described above are measured at FVTPL. On
initial recognition, the Company may irrevocably designate @ financial asset that otherwise meets the requiremenis to he
measured amortized cost or ai FVOCI as at FVTPL, if doing so eliminates or significantly reduces an accounting mismatch

that would otherwise arise.

A financial asset is initially measured at fair value plus, for an item not at FVTPL, transaction cost that are dircetly
attributable to its acquisition.

*The adoption of IFRS 9 did not have a significant effect on the Company’s accounting policies related to financial lialulities.

The following table explain the original measurement categories under 1AS 39 and the new measurement categorics under
IFRS 9 for each class of the Company's financial assets as at 30 June 2018 and 01 July 2017,

: : New Carriing
Original classification New Classification Crriginal Carrying Amount £
As at 30 June 2018 wnder 145 39 ander IFRS 9 Ru Amannt
e Rupees
Long term investment Available for sale At fir value - through 21,353,582 11,353,582
other comprehensive -
income
Short term investmen! - Held for rading At fair value - through 26,083,115 26,683,115
Chber Equity investment profit or loss
Long term deposits Loans and receivables Amortized cost 2,155.000 2155000
Trade receivables Loans and receivables Amortized cost 5557410 E35TA10
Loan to stafl Loans and receivables Amortized cost 54,000 54,000
Exposure deposit Loans and receivables  Amortized cost 45000, 0 4.500,000
Ohher receivables Loans and receivables Amortized cost . -
Cash and bank balances Loans and receivables Amorized cosl 68,916,571 8,916,571
Total 129219678 129.219.678
Pt Original classification  New Classification  Original Carrying Amount "":i:::r'"*
= wnder [AS 39 under IFRS 9 Rupees
Rupees
Long term investment Available for sale At fair value - through 41,163,838 41,163,838
odher comprehensive -
income
Short term investment - Held for trading At [air value - through - -
Other Equity investment profit or loss
Long term deposits Loans and receivables Amortized cost 14905000 Ll LS, MM
Trade receivables Loans and receivables Amortized cost 10,590,224 10,890,224
Loan to staff Loans and receivables Amontized cost 86,000 86000
Exposure deposit Loans and receivables Amortized cost B,000,000 9,0H0D, 0
Other receivables Loans and receivables Amaortized cost 4,488,268 4,488,268
Cash and bank balances Loans and receivables Amortized cost 112,558,563 112,558,563
Total 193,001,893 193,091,893
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ii) Impairment

IFRS 9 replaces the ‘incurrred loss' model in IAS 39 with an ‘expected credit loss' (ECL) model. IFRS 9
introduces a forward looking expected credit losses model, raither than the current incurred loss model, when
assessing the impairment of financial assets in the scope of IFRS 9, The new impairment model applies for
financial assets measured at amortized cost, contract assets and debt invesiments at FVOCI, but not 1o
investments in equity instrument.

The Company applies the IFRS 9 simplified approach to measuring expected credit losses which uses a lifetime
expected loss allowance for all trade and other receivables, Impairment losses related to trade and other
receivables, are presented separately in the statement of profit or loss. Trade and other receivables are wrilten
off when there is no reasonable expectation of recovery. Management used actual credit loss experience over
past years to base the calculation of ECL, on adoption of IFRS 9. '

Property and equipment

Ttems of property, plant and equipment are stated at historical cost less accumulated depreciation and
impairment losses, if any. Historical cost includes expenditure that is directly attributable to the acquisition of
the asset including borrowing costs.

Where major components of an item of property, plant and equipment have different useful lives, they are
accounted for as separate items of property, plant and equipment.

Subsequent costs are included in the carrying amount as appropriate, only when it is probable that future
economic benefits associated with the item will flow to the Company and the cost of the item can be measured
reliably. The carrying amount of the replaced part is derecognized. All other repairs and maintenance are
charged to the profit and loss account during the year in which they are incurred.

Disposal of an item of property, plant and equipment is recognized when significant risks and rewards incidental
to ownership have been transferred. Gains and losses on disposal are determined by comparing the proceeds
with the carrying amount and are recognized within 'Other operating expenses/income in the profit and loss
account.

Depreciation is charged to profit and loss account applying the reducing balance method.
Depreciation is charged when asset is available for use until asset is disposed off,

Intangible assets

These are stated at cost less accumulated amortization and impairment losses, if any. Amortization is charged
using reducing balance method over assets estimated useful life, after taking into accounts residual values,
useful life and amortization methods are reviewed and adjusted, if appropriate, at balance sheet date.

Amortization on additions is charged from the month the assets are put to use while no amortization is charged
in the month in which the assets are disposed off.

Gain and losses on disposal of such assets, if any, are included in the profit and loss account.
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Trading Right Entitlement Certificate

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

Pakistan Mercantile Exchange - Membership card

Membership card represents corporate membership of Pakistan Mercantile Exchange with indefinite useful life. This
is stated at cost less impairment, if any. The carrying amount is reviewed at each balance sheet date to assess whether
this is in excess of its recoverable amount, and where the camying value exceeds estimated recoverable amount, this
is written down to its estimaled recoverable amount.

Computer software

Expenditure incurred to acquire identifiable computer software and having probable economic benefits' exceeding the
cost beyond one year, is recognized as an intangible asset. Such expenditure includes the purchase cost of software
(license fee) and related overhead cost.

Casts associated with maintaining compuler software programs are recognized as an expense when incurred,

Computer software and license coss are stated at cost less accumulated amortization and any identified impairment
loss and amortized through reducing balance method:

Amortization is charged from the month in which the related asset is available for use while no smortization is
charged for the month in which such asset is disposed off.

Investment property

Property that is held for long-term rental yields or for capital appreciation or for both, but not for sale in the ordinary
course of business, use in the supply of services or for administrative purposes, is classified as investment property.
Investment property is initially measured at its cost, including related transaction costs and borfowing costs, if any.

Subsequent expenditure is capitalized to the asset's carrying amount only when it is probable that future economic
benefits associated with the expenditure will flow to the Company and the cost of the item can be measured refiably.
All other repairs and maintenance costs are expenses when incurred.

Financial Instruments
Initial Measurement of financial assets

The Company classifies its financial assets in to following three categories:
- fair value through other comprehensive income (FVOCI)
- fair value through profit or loss (FVTPL), and ,

- measured at amortized cost.

A financial asset is initially measured at fair value plus, for an item not at FVTPL, transaction costs that are directly
attributable 1o its applicable, | |
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Subsequent Measurement
Debt Investments at These assets are subsequently measured at fair value, Interest [ markeup
FvOCl income calculated using the effective interest method, foreign exchange gains

and losses and impairment are recognized in the statement of profit or loss,
Other net gains and losses are recognized in other comprehensive income, On
de-recognition, gains and losses accumulated in ohter comprehensive income
are reclassified the statement of profit or loss account.

Equity Invesiments at These assets are subsequently measured at fair value. Dividends ore
FVOCI recognized as income in the statement of profit or loss unless the dividend

clearly represents a recovery of pant of the cost of the investment, Other net
gains and losses are recognized in other comprehensive income and are never
reclassified to the statement of profit or loss account.

Financial assets at These assets are subsequently measured at fair value. Net gains and losses,
FVTPL including any interest / markup or dividend income, are recognized in
statement profit or loss account.

Financial assets measured These assets are subsequently measured at authozied cost using the effective

at amortized cost interest method. The amortized cost is reduced by impairment losses. Interest
/ markup income, foreign exchange gains and losses and impairment are
recognized in the statement of profit or loss account,

Financial liabilities

Financial liabilities are classified as measured at amorntized cost or 'At Fair Value - Through Profit or Loss'
(FVTPL). A financial liability is classified as at FVTPL il it is classified as held for trading, it is a derivative or il
is designated as such on initial recognition. Financial liabilities at FVTPL are measured ot fair value and net gains
and losses, including any interest expense, are recognized in the statement of profit or loss.

Other financial liabilities are subseguently measured at amortized cost using the effective interest method. Interest
expense and foreign exchange gains and losses are recognized in the statement of profit or loss. Any gain or loss

on de-recognition is also recognized in the statement of profit or loss.

Financial liabilities are derecognized when the contractual obligations are discharged or cancelled or have expired
or when the financial liability's cash flows have been substantially modified.

Impairment
Financial assets

The Company recognises loss allowances for Expecied Credit Losses (ECLs) in respect of financial assets
measured at amortised cost,

The Company measures loss allowances at an amount equal to lifetime ECLs, except for the following, which are
measured at 12-month ECLs: : '

———
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= debt securities that are determined to have low credit risk at the reporting date; and

- other debt securities and bank balance for which credit risk (i.e. the risk of default occurring over the expected life of the
financial instrument) has not increased significantly since initial recognition.

* Loss allowances for trade receivables are always measured at an amount equal 1o lifetime ECLs.

When determining whether the credit risk of a financial asset has increased significantly since initial recognition and when
estimating ECLs, the Company considers reasonable and supportable information that is relevant and available without undue
cost or effort. This includes both quantitative and quantitative information and analysis, based on the Company's historical
experience and informed credit assessment and including forward-looking information. \
The Company assumes that the credit risk on a financial assets has increased significantly if it is more than past due for a
reasonable period of time. Lifetime ECLs are the ECLs that result from all possible default events over the expected life of a
financial instrument. 12-month ECLs are the portion of ECLs that result from default events that are possible within the 12
months after the reporting date (or a shorter period if the expected life of the instrument is less than 12 months). The maximum
period considered when estimating ECLs is the maximum contractual period over which the Company is exposed to credit risk.

Loss allowances for financial assets measured at amortised cost are deducted from the Gross carrving amount of the nssets.

The gross carrying amount of a financial asset is written off when the Company has no reasonable expectations of recovering of
a financial asset in its entirely or a portion thereof. The Company individually makes an assessment with respeet to the timing
and amount of write-off based on whether there is a reasonable expectation of recovery. The Company expects no significant
recovery from the amount written off. However, financial assets that are written off could still be subject to enforcement
activities in order to comply with the Company’s procedures for recovery of amounts due.

Impairment of non-financial assets

The carrying amout of the Company's non-financial assets are reviewed at each reporting date to determine whether there is any
objective evidence that an assets or group of assets may be impaired. If any such evidence exists, tht assct's or group of assels'
recoverable amount is estimated. An impairment loss is recognized whenever the carrying amount of an asset exceeds its
recoverable amount. Recoverable amount is the higher of value in use and fair value less cost to sell. Impairment losses are
recognized to the statement of profit or loss.

Derecognition
Financial assets

The Company derecognises financial assets only when the contractual rights to cash flows from the financial assets expire or
when it transfer the financial assets and substantially all the associated risks and reward of ownership to another entity, On
derecognition of financial assets measured at amortized cost, the difference between the assets carrving value and the sum of the
consideration received and receivable recognised in statement of profit or loss. In addition, on derecognition ol an investment in
a debt instrument classified as at FVTOCI, the cumulative gain or loss previously accymulated in the investments revaluation
reserve reclassified to statement of profit or loss. In contrast, on derecognition of an investment in equity instrument which the
Company has elected on initial recognition 1o measure at FVTOCI, the cumulative gain or loss previously accumulated in the
investments revaluation reserve is not reclassified to statement of profit or loss. but is transferred 1o statement of changes in
equity. ; :

= e — — -
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Financial liabilities

The Company derecognises financial liabilities only when its obligations under the financial liabilitics are discharged,
cancelled or expired. The difference between the carrving amount of the financial liabilities derecognised and the
consideration paid and payable, including any non-cash assets transferred or lighilitics assumed, is recognised in
statement of profit or loss. '

Investments -

Investment in Shares of Pakistan Stock Exchange {PSX) are classified as "At Fair Value - through Other Comprehensive
Income” and is initially measured at cost and subsequently is measured at fair value determined using the market value at
each reporting date. Dividends are recognized as income in the statement of profit or loss unless the dividend clearly
represents a recovery of part of the cost of the investment. Other net gains and losses are recognized in other
comprehensive income and are never reclassified 1o the spatement of profit or loss.

Investment in Listed Shares are classified as At Fair Value - Through Profit or Loss” and is initially measured at cost and
subsequently is measured at fair value determined using the market value at each reporting date. el gains and losses,
including any interest / markup oF dividend income, are recognized in statement profit or loss.

Settlement date accounting

All purchases and sales of securities that require delivery within the time frame established by regulation or market
convention wuch as T+2' purchases and sales are recognized at the settiement date. Trade date is the date on which the
Company commits (o purchase or sale an assel.

Off-setting of financial assets and financial liabilities

Financial assets and linbilities are offset and the net amount is reported in the financial statements if. and only if, there is a
legally enforceable right to offset the recognized amounts and there is an intention either 1o gettle on a net basis or 1o
realize the assets and settle the liabilities simultaneously.

Trade debts and other receivables

Trade debts and other receivables are recognized at fair value and subsequently measured at amortized cost. A provision
for impairment in trade debts and other receivables is made when there is objective evidence that the Company will not be
able to collect all amounts due according to original terms of receivables. Trade debts and olher reccivables considered
irrecoverable are writlen off, Actual credit loss experience over past years is used to base the calculation of expected
credit loss (ECL)Trade Receivables in respect of securities sold on hehall of client are recorded at serilement date of
{ransaction.

Fiduciary assets
Assets held in trust or in a fiduciary capacity by the company are not treated as assets of the Company and accordingly are
not included in these financial statements.

Cash and cash equivalents

Cash and cash equivalents in the statement of cash flows includes cash in hand, balance with banks, other short-term
highly liquid investments with original maturities of three manths or less, and bank overdrafts / short term borrowings.
Bank overdrafls are shown within bomowings in current liabilities on the balance sheet.

Share capital
Ordinary shares are classified as equity and recognized at their face value. Incremental costs directly atiributable to the
issue of new shares or options are shown in equity as a deduction, net of tax, from the proceeds.
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Proposed dividend and transfer between reserves

Dividends declared and transfers between reserves, except appropriations which are required by law, made
subsequent to the reporting date are considered as non-adjusting events and are recognized in the financial statements
in the period in which such dividends and transfers are approved.

Trade and other payables '

Trade and other payables are recognized initially at fair value plus d:remly attributable cost, if any, and subsequently
measured at amortized cost using the effective interest method. Trade pavables in respect of securities purchased are
recorded at settlement date of transaction,

These are classified as current liabilities if payment is due within one year or less (or in the normal operating cyele of
the business if longer). If not, they are presented as non-current liabilities, '

Taxation

The tax expense for the year comprises current and deferred tax. Tax is recognized in the profit and loss account,
except to the extent that it relates to items recognized in other comprehensive income or directly in equity. In this
case the tax is also recognized in other comprehensive income or directly in equity, respectively.

i) Current

The current income tax charge is based on the taxable income for the year calculated on the basis of the tax laws
enacted or substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous
years.

i) Deferred

Deferred tax is recognized using balance sheet liability method, providing for all temporary differences between
carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes. Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences when
they reverse, based on the laws that have been enacted or substantively enacted by the reporting date,

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be available
against which temporary differences can be utilized. Deferred tax assets are reviewed at the end of each reporting
period and reduced to the extent that it is no longer probable that the related tax benefit will be realized.

Provisions

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

Foreign currency transactions and translation

Monetary assets and liabilities 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 resulting from the
settlement of such transactions and 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.
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Revenue recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Company and the
amount of revenue can be measured reliably. Revenue is measured at the fair value of the consideration received or
receivable, net of any direct expenses. Revenue is recognized on the following basis:

- Brokerage, consultancy, advisory fee and commission etc. are recognized as and when such services are

- Income from bank deposits, reverse repo and margin deposits is recognized at effective yield on time

- Dividend income is recorded when the right to receive the dividend is established,

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

- Unrealized capital gains / (losses) arising from mark to market of investments classified as ‘financial assets al
fair value through profit or loss - held for trading’ are included in profit and loss account for the period in
which they arise.

- Rental income from investment properties is recognized on accrual basis,

- Other/miscellaneous income is recognized on receipt basis.

- Income on financial assets (including margin financing) is recognised on time proportionate basis taking into
account effective / agreed rate of the instrument.

- Unrealised 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 derivatives to fair value are taken to profit and loss account under
other income / other expenses.

Operating and administrative expenses ,

These expenses are recognized in statement of profit or loss upon utilization of the services or as incurred excepl
for specifically stated in the financial statements.

Borrowing costs

Borrowing costs are recognized as an expense in the period in which these are incurred except to the extent of
borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset.
Such borrowing costs, if any, are capitalized as part of the cost of that asset.

Related party transactions

All transactions involving related parties arising in the normal course of business are conducted at normal
commercial rates on the same terms and conditions as third party transactions using valuation models, as
admissible, except in extremely rare circumstances where, subject to the approval of the Board of Directors, it is in
the interest of the Company to do so. '
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Trading Right Entitlement Certificate - Pakistan Stock Exchange Limited
Membership card - Pakistan Mercantile Exchange Limited

Rupees Rupees
Note| 510 2018
51 2,500,000 2,500,000
250,000 250,000
2,750,000 2,750,000

This represents Trading Right Entitlement Certificate (TREC) received from Pakistan Stock Exchange Limited (PSX) in
accordance with the requirements of the Stock Exchanpes (Corporatization, Demutualization and Integration) Act, 2012

{The Act). The Company has also received shares of PSX after completion of the demutualization process.

N M
Quated

Ar falr value 1

o

L]

Investment in shares of Pakistan Stock Exchange Limited
Transfer to short term investment

Loss on remeasurement of investment at fair value - through other comprehensive incor

6.1

21,353,582 41,163,838
- (13.398.771)
21,353,582 27,765,067
(7.298.060) (6.411.486)
14,055,522 21,353,582

This represents the investment in ordinary shares of Pakistan Stock Exchange Limited (PSX) received by the Company
in pursuance of the promulgation of Stock Exchanges ( Corporatization, Demutualization and Integration) Act, 2012, Due
to restriction on sale, 1,081,194 shares has been classified as long term investmenis,

LONG TERM ADVANCES & DEPOSITS

Pakistan Stock Exchange Limited

Central Depository Company of Pakistan Limited
Mational Clearing Company of Pakistan Limited
Pakistan Mercantile Exchange Limited

NV

Investments at fair values through profit & loss
Listed equity securities

Listed equity securitics
Unrealised loss on remeasurement of investment at fair value - through profit or loss

Market value

- 200,006

5,000 5,000

I, 400,000 1,200,000
750,000 750,000
2,155,000 2.155.000
20,544,036 25,815,645
(4,227,445} 867470
16,316,591 26,683,115
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81 30 June 2019 June 30, 2018 30 June 2019 June 30, 2018
Number of shares Market value in rupees
20,050 6,000 [ATRL  JATTOCK REFINERY LIMITED 1,549,264 1,291 861
90,000 | - DCL DEWAN CEMENT LIMITED 702,900 | -
20,570 12100 |GTYR  |GENERAT TYRE & RUBBER CO 1,059,561 L 2,011,020
1 0, 000 80000 |PAEL PAK ELEKTRON LIMITEL 2,002,000 3,197 400
. 500,000 400,000 [PIBTL  |[PAKISTN INT BULK TERMINAL LIMITED 4,220,000 4.540,000
521.759 521,759 |PSX PAKISTAN STOCK EXCHANGE 6, TR2. 86T . 10,304,740
- 4 000 [ENGRO |ENGRO CORPORATION - 1.569 300
- 4,500 [PSO PAKISTAN STATE OIL LIMITED - 1,432,395
- 80,000 [UNTTY  JUNITY FOODS LIMITED - 2,342,404
1,252,379 1,119,359 16,316,591 20,683,115
9  TRADE RECEIVABLES :
Considered good 3,853,675 4,832,500
Considered doubtful . -
3,853,675 4,832,500
Allowanee for expected credit loss {2,499 .
3. 851,176 4,832,500
From clearing house (42,980 724,910
4,494,156 5557410
9.1  Allowance for expected credit loss
Opening balance - =
Allowance for expected credit loss 92.1.1 1,499 -
Closing balance 1,499 -
9.1.1  Aging analysis
Upto 90 days = 4,830,001
More than 90 but upto 180 days 1,000 -
Maore than 180 but upto 360 days 3,850,176 600
More than 360 days , 2,499 |.899
3853675 4,832,500
9.2  Total value of securities pertaining to clients held in the Central Depository Company 195,207,760 287,164,642
9.3  Value of pledge securities of clients with National Clearing Company of Pakistan Limited 4,713,325 4,239,145
9.4 Value of pledge securities of clients with Financial institutions 5097814 4,486,504
0.5  The securities are valued using markel rate al ihe year end
10 §
Exposure deposits ' 10.1 7,000,000 4,500,000
Advance payment of tax 2,230,489 5.815.674
Staff loan 47,000 54,000

9,277,489 10,369,674

10.1 This represents deposit with National Clearing Company of Pakistan Limited against the exposure margin in respect of trade in futwre and
ready market. These deposits camy profit at rates ranging from 3.3% to 9.315% (30 Jung 2018: 2.75% to 3.6%) per annum.
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: Rupees Rupees
N
s 2019 2018
11 t
Cash in hand 33,165 601,340
Cash at bank - in current accounts : 10,374,545 | 68,856.231
R 10,407,710 68,916,571
11.1 Bank balunce pertaing to:
Chents 4,365,620 f,998,427
Brokerage House 6,008,524 61,857,804
10,374,545 68,856,231
12 !
Ordinary Shares of Rs. 10 /- each
2019 2018
9001 000 9,001,000 Ordinary shares of Rs. 10 ench issued for G0.010,000 G001, 000
consideration other than cash.
{5,000,000) - Less: Share capital reduction (50,000,000} -
4,001,000 9,001,000 40,010,000 G0, IHH)

12.1 The sharcholders are entitled to receive all distributions to them including dividend and other entitlements in the form of bonus and right shares as
and when declared by the Company. All shares carry "one vole” per share without restriction,

12.2 During the year, the Company got approval from Honourable High Court of Sindh to reduce capital from Rs. 90.010 million 1o 40.010 million, w's
0. 92 and 93 of the Companies Act 2017,

13
Accrued expenses 62,423 16,794
Provision for taxation - 4362472
Payable to related party 1,001,460 1,001,478
1,063,883 5.A450,744

14 CONTINGENCIES AND COMMITM ENTS
There are no contingencies and commitments as on June 30, 2019, (2018; MNil)

15 OPERATING REVENUE

Brokerage Commission including sales tax on services 15.1 6,570,196 10,737,674
Less: Sales tax on services (753.861)  (1.214.429)
Net brokerage commission gxcluding sales tax on services 55814,335 9,341,776
Dividend income 200, 104 1,353,739

6.014.435 10,695,515

15.1 Brokerage Income - net of sales tax
Equity brokerage

- Institutional customers - -

= Retail clients 5,814,335 9.341.776

5,814,335 9.341.776
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B Rupecs Hupees
{ g 1 zt:.w \ 2018 1
16
Directors’ remuneration w1 [ raooponf 1 ,suu_mﬂ
Salaries, wages and other benefits 2, 100,004 2,250,000
Utility and communication charges . 14t442 [° 143437
sRent, rates and taxes . - 77,390
Fees and subscriptions 2549 684 193,538
Service and transaction charges 615908 | 1,203,150
Auditors’ remuneration 16.2 220,000 170,000
Legal and professional charges : 104,550 264,480
Printing and stationery 13,780 24972
RBad debts - 117,081
Repairs and mainienance 31,700 37,100
Computer software 192,000 148,500
Travelling and conveyance 119,000 -
Entertmnment 451,660 451,720
Allowance for expected credit loss 2499 -
Postage and courics 6,690 11,300
Vehiche running expenses did 245 477,698
Depreciation 122,218 123,248
Oither expenses [_ 353.309 l 352,529 |
= 6, 778.683  TS46152
16.1 Remuneration of Chief Executive and Director
- 2019 2018
r Chint l Directors ‘ ; (.hle!' l DirutursJ
| Executive Execufive
I Managerial remuneration HO0.000 600,000 GO, 000 HOD, 0
Company’s contribution to the Provident Fund - - - -
Fees _ - - - -
l Bonus 100,000 100,000 150,000 150,000
Housing and utilities - - ) - -
700,000 700,000 750,000 750,000
! Number of persons {including those who
worked part of the year) 1 1 1 1
16.2 Auditors’ remuneration
l Audit services
Annual audit fee l 100,000 l 100,000
' Certifications 45.000 45.000 ‘

145,000 145.000

Non-audit services

Other services [__75.000] 25,000 |

' 75,000 25,000

230000 170,000
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Rupees Rupees
he 2019 2018
17 FINANCE COST
Bank charges 13,209 13,124
g 13,209 13,124
18 OTHER INCOME
PO commission 691 4,951
Profit on exposure deposit 517139 251,880
Profit on PSX retention money - 254,328
517.830 511,159
19 TAXATION
Current 244 848 2 864,733
244848 1,864,733
19.1 Relationship between in nse and accoun fit
{Loss) / profit before taxation (9.322,716) 4,529,371
Tax at the applicable tax rate of 29% (2018: 30%) (2703591 ) 1.358.811
Tax effect of income taxed at lower tax rates 1,159,758 (399.316)
Tax effect of exempt income (260,241)
Tax effect of minimum tax 121,250 -
Tax effect of non deductible expenses 441.472 2165479
Others 1.225.959 -

244,848 2,864,733

19.2 The income tax retumns of the Company have been filed up to tax year 2018 under the Universal Self Asscssment Scheme. This
scheme provides that the return filed is deemed 1o be an assessment order. The returns may be selected for audit within five years.
The Income Tax Commissioner may amend assessment if any objection is raised during audit.

‘| 20 EARNINGS PER SHARE - BASIC & DILUTED

20.1 Basie (I er shar
{Laoss) ( profit after taxation (9,367.575) 1,664,638
Weighted average number of shares at the end of the year 6,501,000 9,001,000

(1.47) .18

20.2 Dilut arnin

There is no dilutive effect on the basic camnings per share of the Company, since there are no convertible instruments in issue as al
June 30, 2019 which would have any effect on the earnings per share if the option to convert is exercised.
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21 FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES

21.1 Financial Instruments by category

1.1.1 Finuncial Asscts

Long term investment

Long term loans, advances & deposits

Short term investments

Trade receivables

Advances, deposits, pre-payments & other receivables
Cash & bank balances

Long term investment

Long term loans, advances & deposits

Short term investments

Trade receivables

Advances, deposits, pre-payments & other receivables
Cash & bank balances

1.1.2 Financial Liabilities

Trade payables
Acerued expenses & other liabilities

Trade payables
Acerued expenses & other labilities

019
Al fair value
At fair value through lhm_ugh ather Loans and Other figancial Total
profit or loss comprehensive receivables assels
incame
. 14,055,522 - - 14,055,522
- - 2,155,000 2. 155,000
16,316,591 . 16,316,591
- - 4,494,156 - 4,494,156
9277489 - - 9,277,489
- - - 10,407,710 10,407,710
25,594,080 14,055,522 6,649,156 10,407,710 36,706,467
018
At fair value
At fair value through|  throogh other Loans and Oither financinl Total
profit or loss comprehensive receivahles nssels
__ingome
- 21,353,582 - - 21,353,582
- - 2,155,000 - 2,155,000
26,683,115 - . - 26,683,115
- - 5.557410 - 5.557.410
. - 10,369,674 - 10,369,674
E = - 68,916,571 68,916,571
26,683,115 11,353,582 15,082,084 68,916,571 135,035,352
2019
At Mir valee
Amortised cost | through profit or Total
liiss
4,365,620 - 4,365,620
1,063 883 - 1,063 583
5,429,503 - 5,429,503
018
At fair valoe
Amortised cost | through prafit or Tatal
loss
11,498,427 . 11,498,427
5,450,744 - 5,450,744
16,949,471 - 1,949,171
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imancial Risk M me
The Board of Directors of the Company has overall responsibility for the establishment and oversight of the Company's risk
management framework, The Company has exposure to the following risks from its use of financial instruments:

Market Risk
Liguidity Risk
Credit Risk
Operational Risk

Market E!ﬂi
Murket risk is the risk that the fair value or firture cash flows of financial instruments will Nuctuate due to changes in market
variables such as interest rates, foreign exchange rates and equity prices.

I Ri
Interest rate risk is the risk that the value of the financial instrument will Muctuate due to changes in the market inlerest rates. The
Company is exposed to such risk mainly in respect of shori-term borrowings. Management of the Company estimates that 1%
increase in the market interest rate, with all other factors remaining constant, would increase the Company’s loss'by Rs. Nil and a
1% decrease would result in a decrease in the Company’s loss by the same amount. However, in practice, the actual results miy
differ from the sensitivity analysis.

1 & isk
Foreign eurrency risk is the risk that the fair value or future cash flows of a financial instruments will fluctuate because of changes
in forcign exchange rates. The Company does not have any financial instruments in foreign currencies and hence is not exposed to
such risk.

Liui
Equity price risk is the risk of volatility in share price resulting from their dependence on market sentiments, speculative activities,
supply and demand for shares and liquidity in the market. Management of the Company estimates that a 10% increase in the overall
equity prices in the market with all other factors remaining constant would increase the Company's profit by Rs. 1,631,659/- and a
10% decrease would result in a decrease in the Company’s profit by the same amount. However, in practice, the actual results may
differ from the sensitivity analysis,

Liguidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting its financial obligations associated with its financial
lighilities that are settled by delivering cash or another financial assets. Liquidity risk arises because of the possibility that the
Company could be required to pay its liabilities earlier than expected or difficulty in raising funds 10 meel comments 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 options
due 1o 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 contractual maturities of financial liabilities.

2019
Carrying Contractual Six month Six o twelve One to twa Twu to five
amouni eash Nows or less manths VEArs NEATs
{Rupees)
Financial linbilities
Trade payables 4,365,620 4,365,620 4,365,620 4,365,620
Acerued expenses & other liabilit 1,063,883 1,063,883 1,063,883 1,063,883 - .
5,429,503 5,429,503 5,429,503 5,429,503 - -
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2018
Carrying Contraciual | Six month | Six to twelve One to two Twao o five
| amount cash flows or less months years years
{Rupees)

Financial liabilities
Trade payables 11,498,427 11,498,427 11,498,427
Accrued expenses & other liabilities 5,450,744 5,450,744 it 5,450,744 S -

. 16,949,171 16,949,171 - 16,949,171 - -

Credit risk

Credit risk is the risk that one party to a financial instmmert; will fail to discharge an obligation and cause the other party to incur a
financial loss, without taking into account the fair value of any collateral. Credit risk arises from the inability of the issuers of the
instruments, the relevant financial institutions or counter parties in case of placements or other arrangements to fulfill their
obligations.

Exposure to credit risk

Credit risk of the Company arises principally from the trade debts, short term investments, loans and advances, deposits 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 its own risk management policies and guidelines whereby clients are provided trading limits according
to their worth and proper margins are collected and maintained from the clients. The management continuously monitors the credit
exposure towards the clients and makes provision against those bakances considered doubtful of recovery.

The Company's policy is to enter into financial contracts in accordance with the internal risk management policies and investment
and operational guidelines approved by the Board of Directors. In addition, credit risk is also minimised due 10 the fact that the
Company invests only in high quality financial assets, majority of which have been rated by a reputable rating agency. All
transactions are settled / paid for upon delivery, The Company does not expect to incur material credit losses on its financial assets,
The maximum exposure to credit risk at the reporting date is follows:

Rupees Rupees
2019 2018
Long term investment ! 14,055,522 21,353,582
Long term loans, advances & deposits 2,155,000 2,155,000
Short term investments 16,316,591 26,683,115
Trade receivables 4,494,156 5557410
Advances, deposits, pre-payments & other receivables 9,277,489 10,369,674
Cash & bank balances 10,407,710 | 68916571

56,706,467 135,035,352

Concentration of credit 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 portfolio of financial instruments is
broadly diversified and transactions are entered into with diverse credit-worthy counterparties thereby mitigating any significant
concentrations of credit risk. ' ;
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2018
Carrying Contractual | Sixmonth | Sis to twelve | One to two Twa to live
amount cash Nows or less muonths years years
{Rupees)
Financial liabilities
Trade payables 11,498,427  11,498427 : 11,498,427
Accrued expenses & other liabilities 5,450,744 5,450,744 - 5,450,744 ’ -
16,949,171 16,949,171 - 16,949,171 - -

223 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 1o incur a
financial loss, without taking into account the fair value of any collateral, Credit risk arises from the inability of the issuers of the
instruments, the relevant financial institutions or counter parties in case of placements or other arrangements to fulfill their

obligations.

Exposure to credit risk

Credit risk of the Company arises principally from the trade debts. short term investments, loans and advances, deposits 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 its own risk management policies and guidelines whereby clients are provided trading limits according
to their worth and proper margins are collected and maintained from the clients. The management continuously monitors the credit
exposure towards the clients and makes provision against those balances considered doubtful of recovery.

The Company's policy is to enter into financial contracts in accordance with the internal risk management policies and investment
and operational guidelines approved by the Board of Directors. In addition, credit risk is also minimised due to the fact that the
Company invests only in high quality financial assets, majority of which have been rated by a reputable rating agency. All
transactions are settled / paid for upon delivery. The Company does not expect 1o incur material credit losses on its financial assets,
The maximum exposure to credit risk at the reporting date is follows:

Rupees Rupees
2019 201%

14,055,522 21,3533.582
2,155,000 2,155,000
16,316,591 26,683,115
4,494,156 5557410
9277 489 10,369,674
10,407,710 68.916,571
55,706,467 135035351

Long term investment

Long term loans, advances & deposits

Short term investments

Trade receivables

Advances, deposits, pre-payments & other receivables
Cash & bank balances

Concentration of credit 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 portfolio of financial instruments is
broadly diversified and transactions are entered into with diverse credit-worthy counterparties thereby mitigating any significant
concentrations of credit risk. ' :
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Hunk balances
The analysis below summarizes the credit quality of the Company's bank balance:

Rupees Rupees

29 018

AAA 39896 | - 43,431
AA : E
Al+ ' : 10204,513 | 68,686,471
Al 130,136 126,330
BRB -

10,374,545 68,856,231

Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide varicty of causes associated with the processess, technology and
infrastructure supporting the Company's operations either internally within the Company or externally at the Company's service
providers, and from external factors other than credit, market and liquidity risks suc as those arising from legal and regulatory
requirements and generally accepted standards of investment management behaviour. Operational risks arise from all of the Company's
activities.

The Company's objective is to manage operational risk so 8s to balance limiting of financial losses and damage to its reputation with
achieving its investment objective of generating returns for Investors.

The primary responsibility for the development and implementation of controls over operational risk rests with the hoard of directors.
This responsibility encompasses the controls in the following areas.

requirements for appropriate segregation of duties between various functions, roles and responsibility;

requirements for the reconciliation and monitoring of transactions;

compliance with regulatory and other legal requirements;

docementation of controls and procedures;

requirements for the periodic assessment of operational risks faced, and the adequacy of controls and procedures 1o address the risks
identified;

ethical and business standards; .

risk mitigation, including insurance where this is effective,

Fair value of financial instroments

The carrying values of all financial assets and liabilities reflected in these financial statements approximate to their fair value. The
Company measures fair values using the following fair value hierarchy that reflects the significance of the inputs used in moking the
MEAsUrements: :

Level 1 : Fair value measurements using quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2 : Fair value measurements using inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices),

Level 3 : Fair value measurements using inputs for the asset or liability that are not based on observable market data (e unobservable
inpuis),

Fair value of the financial assets that are traded in active markets are based on quoted market prices or dealer prices quotations.

The table below analyses financial instruments measured at fair value at the end of the reporting period by the level in the fair value
hicrarchy into which the fair value measurement is categorised: )
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Financial assets
2019 5
[ Levell | Level2 | Leveld | Total |
At fair value through profit and loss . _
Listed securities 16,316,391 - - * 16,316,591
16,316,591 - - 16,316,591
2019
[ Levell | Level2 | Leveld | ., Total ]
At fair value - through other comprehensive income
Investment in shares of Pakistan Stock Exchange Limited 14,055,522 - - . 14,055,522
14,055,522 - - 14,055,522
2018
[ Levell | Level2 | Leveld | Total |
At fair value through prafit and loss
Listed securities 26,683,115 - - 26,683,115
26,683,115 - - 26,683,115
2018
[ Levell | Level2 | Leveld | Total |
At fair value - through other comprehensive income
Investment in shares of Pakistan Stock Exchange Limited 21,353,582 - - 21,353,582
21,353,582 - - 21,353,582

Capital management

The primary objective of the Company's capital management is 1o maintain healthy capital ratios, strong credit rating and
optimal capital structure in order to ensure ample availability of finance for its existing operations, for maximizing
shareholder's value, for tapping potential investment opportunities and to reduce cost of capital,

The Company manages its capital structure and makes adjustment to it, in light of changes in economic conditions. In order to
maintain or adjust the capital structure, the Company may adjust the amount of dividends paid to shareholders or issue new

shares. ;

The Company finances its operations through equity, borrowing and management of its working capital with a view 10
maintain an appropriate mix between various sources of finance to minimise risk.
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23 OPERATING SEGMENT

These financial statements have been prepared on the basis of a single reportable segment as the Company’s osset allocation
decisions are based on a single and integrated business strategy. :

All non current assets of the Company H:Slil.t 30 June 2019 are located in Pakistan.

ANS TONS

Related parties comprise of group companies (the parent company, fellow subsidiaries and the subsidiaries). Key management
personnel of the Company and directors and their close family members, major shareholders of the Company and stafl’ provident
fund. Transaction with related parties are on arm's lenght basis. Remuneration and benefits o executives of the Company are in
accordance with the terms of the employment while contribution 1o the provident fund is in accordance with stall service rules.
Remuneration of the chiel executive, directors and executive is disclosed in relevant note to the financial ssatements. During the
year, an amount of Rs 1,001 460./- was payable to a related party of the Company.

PATTERN HOLDING
Numbér of Sb N ¥ ibirehald June M), 2009
umber of Shares Name of shareholders Parcentage of Hldbig
2,040,510 |Abdul Aziz Moosa 51.00%
350,087 [Jawed Abdul Aziz Khanani 8.75%
280,070 |Mrs. Farhana 7.00%
350,088 |Mrs, Anila Jawed Khanani £.75%
448.112 |Mrs. Zainab Tabassum 11.20%%
252,063 |Asif Abdul Aziz 6,30
280,070 |Mrs. Tabassum 7.00%%
4,001,004 100 %

NUMBER OF EMPLOYEES 2019 2018

Total employees of the Company at the year end 4 6

Average employees of the Company during the vear 4 [

CAPIT LOUACY LEVEL June 30, 20019
Total Assets 60,132,379
Less: Total Liabilities (5,429,503
Less: Revaluation Reserves (Created upon revaluation of Fixed Assets) -
Capital Adequacy Level 7.1 4,702,876

While determining the value of the total assets of the TREC Holder, notional value of the TRE certificate held by the company as at
June 30, 2019, as determined by Pakistan Stock Exchange has been considered.
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25 AUTHORIZATION FOR ISSUE

| . b50cCT2018
These financial statements were approved by the Company's board of directors and authorised for issue on ;

. 29 GENERAL

29.1 Figures have been re-arranged and re-classified wherever necessary, for the purpose of better presentation. No major
reclassifications were made in these financial statements.

. 292 Figures have been rounded off 1o the nearest rupee.

Director

Initialled
£ _Dl
identification




