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INDEPENDENT AUDITORS’ REPORT
TO THE MEMBERS OF ABA ALlI HABIB SECURITIES (PRIVATE) LIMITED

Report on the Audit of the Financial Statements
Opinion

We have audited the annexed financial statements of Aba Ali Habib Securities (Private) Limited (the
Company), which comprise the statement of financial position as at June 30, 2019, and the statement of
profit or loss, the statement of 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 explanations which, to the best of our knowledge and belief,
were necessary for the purposes 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, the statement of 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
oss and other comprehensive loss, the changes in equity and its cash flows for the year then ended.

Basis for Opinion

e 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 Company 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
opinion.

Information Other than the Financial Statements and Auditor’s Report Thereon

Management is responsible for the other information. The other information comprises the
directors’ report but does not include the financial statements and our auditor’s report
thereon.

Our opinion on the financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit, or otherwise appears to
be materially misstated. If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report that fact. We have -
nothing to report in this regard. ﬂw
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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.
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 misstatement, 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 the 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 scepticism throughout the audit. We also:

+ 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 control relevant to the audit in order to design audit
L]
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.

¢ 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.

e 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.
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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 account have been kept by the Company as required by the Companies Act,
2017 (XIX of 2017);

b) the statement of financial position, the statement of profit or loss, the statement of
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;

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

d) inouropinion, 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 Ahsan Elahi
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Chartered Accountants .

Dated : ‘g5 OCT 2019
Karachi



ABA ALl HABIB SECURITIES (PRIVATE) LIMITED
STATEMENT OF FINANCIAL POSITION
AS AT JUNE 30, 2019

Restated Restated
2019 2018 2017
Notes ----——= (Rupees) -
EQUITY AND LIABILITIES
Share capital and reserves
Authorized share capital
20,000,000 (2018: 20,000,000) Ordinary Shares of Rs. 10/- each 200,000,000 200,000,000 200,000,000
Issued, subscribed and paid-up capital 6 200,000,000 200,000,000 200,000,000
Loan from sponsor -related party - - 83,500,000
Unappropriated profit 373,914,111 439,281,897 674,082,849
573,914,111 639,281,897 957,582,849
Non Current liabilities
Deferred taxation 7 1,207,954 - -
Current liabilities
Short term loans from related parties- unsecured 8 68,143,873 71,058,203 188,677,780
Trade and other payables 9 134,895,116 69,619,003 376,295,192
Short term borrowings 10 223,377,350 729,226,705 63,814,935
Accrued markup 2,479,257 13,444,166 2,484,671
428,895,596 883,348,077 631,272,578
1,004,017,661 1,522,629,974 1,588,855,427
Contingencies and commitments 11 - - -
ASSETS
Non-current assets
Property and equipment 12 11,952,857 4,479,326 431,783
Intangible assets 13 2,500,000 2,500,000 5,000,000
Deferred taxation - 194,965 34,049
Long term in‘vestments 14 - 21,526,750 49,603,583
Long term deposits 15 2,115,000 2,115,000 1,615,000
16,567,857 30,816,041 56,684,415
Current assets
Trade debts - considered good 16 163,262,774 16,226,479 25,490,122
Short term investment 17 589,546,743 1,232,600,864 827,366,171
Short term deposits 18 15,531,015 23,450,309 161,858,124
Advances and other receivables 19 68,461,685 88,932,029 359,726,359
Advance tax - net of provision 117,958,982 90,403,973 88,011,243
Cash and bank balances 20 32,688,605 40,200,279 69,718,993
987,449,804 1,491,813,933 1,532,171,012
1,004,017,661 1,522,629,974 1,588,855,427
The annexed notes form an integral part of these financial statements. N)_m
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ABA ALI HABIB SECURITIES (PRIVATE) LIMITED

STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED JUNE 30, 2019

Operating revenue

Capital loss on sale investments

Loss on re-measurement of investments -
at fair value through profit or loss

Impairment loss on Trading Right Entitlement Certificate

Administrative expenses
Operating loss

Other income

Finance cost

Loss before taxation

Taxation

Loss after taxation for the year

Loss per share - basic and diluted

Note

21

13.1

22

23

24

25

26

The annexed notes form an integral part of these financial statements.
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Restated

2019 2018

---------- (Rupees) ----=-----
86,515,553 55,585,791
(1,523,457) (1,525,483)
(75,310,342)  (193,683,852)
: (2,500,000)
9,681,754  (142,123,544)
(71,236,943)  (44,048,318)
(61,555,189)  (186,171,862)
15,517,204 30,568,868
(46,037,985)  (155,602,994)
(17,383,018) (34,411,365)
(63,421,003) _ (190,014,359)
(1,946,783)  (44,786,593)
(65,367,786) __ (234,800,952)
(3.27) (11.74)
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ABA ALI HABIB SECURITIES (PRIVATE) LIMITED
STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED JUNE 30, 2019

Loss after taxation for the year
Other comprehensive loss:
Items that may be reclassified to profit and loss account

Unrealized loss on remeasurement of fair value through other
comprehensive investments

Total comprehensive loss for the year

The annexed notes form an integral part of these financial statements.
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Restated
2019 2018
---------- (Rupees) ===-===---
(65,367,786) (234,800,952)
(65,367,786) (234,800,952)
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Balance as at June 30, 2017
(as originally reported)

Effect of change in accounting policy
Balance as at June 30, 2017 (as restated)
Repayment of loan

Total Comprehensive income for the year
ended June 30, 2018

- Loss after taxation (Restated)

Balance as at June 30, 2018 (as restated)

Total Comprehensive loss for the year
ended June 30, 2019

- Loss after taxation

Balance as at June 30, 2019

ABA ALl HABIB SECURITIES (PRIVATE) LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2019

Unrealised loss

Issued, Loan from =
subscribed and T Unapproerlated remeasurement Total
aid-up capital  related party B ;
P p cap of investments ‘
200,000,000 83,500,000 684,918,811 (10,835,962) 957,582,849
(10,835,962) 10,835,962 ‘
200,000,000 83,500,000 674,082,849 - 957,582,849
(83,500,000) - - (83,500,000)
- (234,800,952) (234,800,952)
200,000,000 - 439,281,897 - 639,281,897
- (65,367,786) (65,367,786)
200,000,000 - 373,914,111 - 573,914,111

The annexed notes form an integral part of these financial statements.
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ABA ALl HABIB SECURITIES (PRIVATE) LIMITED

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2019

CASH FLOWS FROM OPERATING ACTIVITIES
Loss before taxation

Adjustments for :

- Depreciation

- Capital Loss on sale of investment

- Unrealized loss in the value of investment
at 'fair value through profit or loss'

- Gain on disposal of property and equipment

- Impairment loss on TREC

- Dividend income

- Finance income

- Finance cost

Cash generated from operating activities before working capital changes

(Increase) / decrease in current assets:

Trade debts - considered good
Advances and other receivables
Short term deposits

Increase / (decrease) in current liabilities:

Trade and other payables

Finance cost paid

Taxes paid
Net cash (used) in / generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Acquisition of property and equipment

Procceds from disposal of property and equipment
Payment¥or / proceeds from short term investment
Dividend income

Finance income

Long term deposits

Net cash generated / (used) in from investing activities
CASH FLOWS FROM FINANCING ACTIVITIES

Short term loans from related parties- unsecured
Short term borrowings

Net cash (used in) / generated from financing activities

Net (decrease) in cash and cash equivalents during the year

Cash and cash equivalents at the beginning of the year
“€Cash and cash equivalents at the end of the year

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

2019 2018
---------- (Rupees) ----------

(63,421,003) {190,014,359)
1,656,719 156,423
1,523,457 1,525,483

75,310,342 193,683,852
- (580,966)
- 2,500,000
(13,359,577) -
(1,379,508) -
17,383,018 34,411,365
81,134,451 231,696,157
17,713,448 41,681,798
(147,036,295) 9,263,643
20,222,044 270,794,330
7,919,294 138,407,815
65,276,113 (306,676,189)

(53,618,844) 111,749,599

(28,347,927) (23,451,870)

(28,098,873) (47,501,155)

(92,352,196) 82,518,372
(9,130,250) -

- 975,001
587,747,072 (660,304,280)
13,607,877 -
1,379,508 -

< (500,000)

593,604,207 (659,829,279)

(2,914,330) (117,619,577)
(505,849,355) 665,411,770
(508,763,685) 547,792,193

(7,511,674) (29,518,714)

40,200,279 69,718,993

32,688,605 " 40,220,272

Nom
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ABA ALI HABIB SECURITIES (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2019

LEGAL STATUS AND NATURE OF BUSINESS

Aba Ali Habib Securities (Private) Limited The company was incorporated on 8th May 1996 as a private
limited company under the repealed Companies Ordinance, 1984 (repealed with the enactment of the
Companies Act, 2017 on May 30, 2017).

The Company is a TREC (Trading Right Entitlement Certificate) holder of Pakistan Stock Exchange Limited
(Formerly: Karachi Stock Exchange Limited). The Company is principally engaged in brokerage of shares, stocks,
securities, securities research and other related jobs. The registered office of the company is 419, Stock Exchange
Building, Stock Exchange Road, Karachi.

BASIS OF PREPARATION
Statement of compliance

These financial statements have been prepared in accordance with the accounting and reporting standards as
applicable in Pakistan for financial reporting. The accounting and reporting standards as applicable in Pakistan
comprise of such International Financial Reporting Standards ( IFRS Standards), issued by International
Accounting Standard Board (IASB) as notified under Companies Act, 2017 (the "Act"); and provisions of and
directives issued under the Act. Where the provisions of and directives issued under the Companies Act,2017
differ from the IFRS standard, the provisions of and directives issued under the Companies Act,2017 have been
followed.

Basis of measurement

These financial statements have been prepared under historical cost convention except, for certain property and
equipment and intangible assets, which have been stated at revalued amounts and financial assets and financial
liabilities which have been stated at their fair values.

Functional and presentation currency

These financial statements are presented in Pak Rupees, which is the functional and presentation currency of the
Company and rounded off to nearest rupee.

Significant accounting estimates and judgements
1

The preparation of financial statements in conformity with approved accounting standards requires management
to make judgments, estimates and assumptions that affect the application of policies and reported amounts of
assets and liabilities, income and expenses.

The estimates and associated assumptions are based on historical experience, industry trends, legal and technical
pronouncements and various other factors that are believed to be reasonable under the circumstances, the
result of which form the basis of making the judgments about carrying values of assets and liabilities 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 estimates are revised. Significant areas requiring the use of
management estimates in these financial statements relate to the following:

(a) determination of the residual values and useful lives of property and equipments and intangible assets
(note 5.2 & 5.3)
27
(b) Trade debts (note 5.9) N
(c) current tax and deferred tax (note 5.10)

(d) Provisions (note 5.13)




3.1

3.2

Standards, amendments and interpretations adopted during the year

The accounting policies adopted in the preparation of these financial statements are consistent with those of the
previous financial year except as described below:

New and amended standards and interpretations

The Company has adopted the following accounting standards and the amendments and interpretation of IFRSs
which became effective for the current year:

- 1AS 7 - Statement of Cash Flows - Disclosure Initiative - (Amendment)

- 1AS 12 Income Taxes - Recognition of Deferred Tax Assets for Unrealized losses (Amendments)

The adoption of the above amendments to accounting standards did not have any affect on the financial
statements.

Standards, Interpretations and Amendments not yet effective

The following standards, amendments and interpretations with respect to approved accounting standards as
applicable in Pakistan would be effective from the dates mentioned below against the respective standards or
interpretations:

Effective Date

Standards or interpretations (Annual period beginning on or
after)

IFRS 9 - Payment Features with Negative Compensation (Amendments) January 1, 2019

IFRS 16 - Leases January 1, 2019
IFRS 3 - Business Combinations January 1, 2020
IAS 19 - Plan Amendment, Curtailment or Settlement (Amendments) January 1, 2019
IAS 28 - Long term Interest in Associate and Joint Ventures (Amendments) January 1, 2019
IAS 1- Presentation of Financial Statements January 1, 2020
IAS 8 - Accounting Policies, Changes in Accounting Estimates and Errors January 1, 2020

IFRIC 23 - Uncertainty over income tax treatments January 1, 2019

The management anticipates that the adoption of the above standards, amendments and interpretations in
future periods, will have no material impact on the financial statements other than the impact on presentation /
disclosures.

Further following new standards have been issued by IASB which are yet to be notified by the SECP for the
purpose of applicability in Pakistan.

Standards, Interpretations and Amendments not yet effective

IFRS 1 - First Time adoption of International Financial Reporting Standards
IFRS 14 - Regulatory deferral accounts
IFRS 17 - Insurance contracts

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 to clarify the
accounting treatment when an entity increases its interest in a joint operation that meets the definition
of a business. An entity remeasures its previously held interest in a joint operation when it obtains

ol
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4.2

control of the business. An entity 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.

- 1AS 23 Borrowing Costs - the amendment clarifies that an entity treats as part of general borrowings
any borrowing originally made to develop an asset when the asset is ready for its intended use or sale.

INITIAL APPLICATION OF IFRS 9 AND IFRS 15

With effect from July 01, 2018, the Company has adopted IFRS 9 ‘Financial Instruments’ and IFRS 15 ‘Revenue
from Contracts with Customers’. Following is the analysis as to whether and, if so, how the adoption of these new
standards has an impact on the financial statements.

IFRS 15 ‘Revenue from Contracts 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 equirements 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 Company has applied the modified retrospective method upon adoption of IFRS 15 as allowed uncer the
Standard. The method reqires the recognition of the cumulative effect(without practical expedients) of initailly
applying IFRS 15 to retained earnings. Under this tansition method, comparative information for prior periods has
not been restated and continues to be reported in accordance with the previous standard under 1AS 18 and
related interpretations.

Apart from providing more extensive disclosures, the application of IFRS 15 has not had a significant impact on
the financial position and /or financial performance of the Company. Accordingly there was no adjustment to
retained earnings on application of IFRS 15 at 1 July 2018.

IFRS § '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 assets 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 policies are set out below:

Classification and measurement of financial assets and financial liabilities

IFRS 9 largely retains the existing requirements in IAS 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 accounting policies that apply to financial instruments are stated below. N}rﬂ




ii)

The following table explains the original measurement categories under IAS 39 and the new measurement
categories under IFRS 9 for each class of the the Company's financial assets as at July 01, 2018:

Original

Original classification New classification under carrying New carrying
under IAS 39 IFRS 9 amount
amount

As at June 30,2018 -------- Rupees --------
Investments Available-for-sale *At FVOCI 21,526,750 21,526,750
Long term deposits Loans and receivables At amortized cost 2,115,000 2,115,000
Short term investment Held for trading Mandatorily *At FVTPL  1,232,600,864 1,232,600,864
Trade debts Loans and receivables At amortized cost 16,226,479 16,226.479
Advances - considered good Loans and receivables At amortized cost 88,932,029 88,932,029
Cash and bank balances Loans and receivables At amortized cost 32,688,605 32,688,605
Total financial assets 1,394,089,727 1,394,089,727

* At fair value through other comprehensive income
* At fair value through profit and loss

Though upon initial application of IFRS 9, the classification of financial assets changed as aforesaid, the said
change had no impact on the carrying amount of those financial assets as on July 01, 2018 (i.e. the date of initial
application of IFRS 9).

Further, in accordance with the irrevocable election available under IFRS 9, the Company elected to present, in
other comprehensive income, subsequent changes in the fair value of all its investments in ordinary shares of
listed companies (which, previously, were classified as 'available-for-sale' under 1AS 39) since these investments
were not considered as held for the purpose of frequent trading. However, in accordance with an option
available under the transitional provisions of IFRS 9, the said change in classification of investments was only
accounted for as at July 01, 2018 (and not retrospectively) and, hence, the comparative figures reported in the
balance sheet, profit and loss account, statement of comprehensive income and the cash flow statement have
not been restated.

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

Impairment

IFRS 9 replaces the ‘incurred loss’ model of IAS 39 with an ‘expected credit loss’ (ECL) model. The new
impairment model applies to financial assets measured at amortised cost, contract assets and debt investments
at FVTOCI, but not to investments in equity instruments. Under IFRS 9, credit losses are recognised earlier than
under IAS 39.

Under IFRS 9, loss allowances are measured on either of the following basis:

12 - months ECLs: These are ECLs that result from possible default events within the 12 months afier the
reporting date; and

Lifetime ECLs: These are ECLs that result from all possible default events over the expected life of a financial
instrument.

The Company has elected to measure provision against financial assets on the basis of lifetime ECLs.

Lifetime ECL is only recognised if the credit risk at the reporting date has increased significantly relative to th
credit risk at initial recognition. Further, the Company considers the impact of forward looking information (such

-« Company's internal factors and economic environment of the customers) on ECLs.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present value of all
cash shortfalls (i.e. the difference between the cash flows due to the entity and the cash flows that the Company

expects to receive). Nm
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Presentation of impairment

Provision against financial assets measured at amortised cost are deducted from the gross carrying amount of the
assets.

Impact of the new impairment model

For assets within the scope of the IFRS 9 impairment model, impairment losses are generally expected to
increase and become more volatile. The Company has determined that the application of IFRS 9's impairment
requirements on the reporting date doesn’t have a material impact on provision for doubtful debts measured
under IAS 39.

SUMMARY SIGNIFICANT ACCOUNTING POLICIES

During the year, the Company changed its accounting policy for measurement of its short term investment from
Available for sale (AFS) category to Financial Asset at Fair Value through profit or loss (FVTPL) category.

The change in accounting policy has been accounted for retrospectively in accordance with the requirements of
IAS 8 'Accounting policies, changes in accounting estimates and errors' and comparative figures have been
restated.

Retrospective application of changes in classification of financial assets due to adoption of IFRS 9 has had the
following effects on the amounts presented for 30 June 2018 and 01 July 2017.

Effects on the statement of financial position

Surplus on re-
measurement of

Unappropriated
ARt 'available-for-

profits :
sale
investments
Rupees

Balance as at June 30, 2017 (as previously reported) 684,918,811 (10,835,962)
Effect of restatement as on June 30, 2017
Reclassification of surplus on re-measurement of

investments to fair value (10,835,962) 10,835,962
Balance as at June 30, 2017 (as restated) 674,082,849 -
Balahce as at June 30, 2018 (as previously reported) 456,657,631 (17,375,734)
Effect of restatement as on June 30, 2018
Reclassification of surplus on re-measurement of

investments to fair value (17,375,734) 17,375,734
Balance as at June 30, 2018 (as restated) 439,281,897 -
Effects on comprehensive income for the year ended June 30, 2018

Rupees
Effects on profit or loss
Recognition of change in unrealized loss on (6,539,772)
remeasurement of investments
Decrease in profit before and after taxation (6,539,772)
Effects on other comprehensive income
Derecognition of unrealized loss on 6,539,772
remeaurement of investments

Non-recognition of other comprehensive loss 6,539,772

Net effect on total comprehensive loss -
Nz




5.2 Property and equipment

5.3

5.4

The principal accounting policies applied in the preparation of these financial statements are set out below.
These policies and methods of computation have been consistently applied to all the periods presented, unless
otherwise stated.

Owned

Property and equipment (except for office premises) are stated at cost less accumulated depreciation and
impairment losses, if any. Office premises are stated at revalued amount less accumulated depreciation and
impairment loss, if any.

Depreciation is charged to profit and loss account by applying the reducing balance method systematically on
yearly basis at the rates specified in note 10. Depreciation on additions to property and equipment is charged
from the month in which an item is acquired while no depreciation is charged in the month the item is disposed
off. Surplus on revaluation of property and equipment is credited to surplus on revaluation of fixed assets
account. To the extent of incremental depreciation charged on revalued assets, the related surplus on
revaluation of fixed assets - net of deferred tax is transferred directly to equity.

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

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

Gains and losses on disposal of assets, if any are included in profit and loss account for the current year.

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

Leased

.

Assets subject to finance lease are stated at the lower of present value of minimum lease payments under the
lease agreements and the fair value of the assets. The related obligations of the leases are accounted for as
liabilities. Assets acquired under finance lease are depreciated over the useful life of the assets by applying
straight line method systematically on yearly basis at the rates specified in note 12.

Intangible assets

This represents Trading Right Entitlement Certificate of Pakistan Stock Exchange.

TRE Certificate is considered to have indefinite useful life and stated at revalued amount. The carrying amounts
are reviewed at each balance sheet date to assess whether they are recorded in excess of their recoverable
amounts, and when carrying value exceeds estimated recoverable amount, these are written to their estimated
recoverable amount.

Borrowing costs

4,
$

Borrowing costs are interest or other costs incurred by the Company in connection with the borrowing of funds.
Borrowing cost that is directly attributable to a qualifying asset, i.e., an asset that necessarily takes a substantial
period of time to get ready for its intended use or sale, is capitalized as part of cost of that asset. All other
borrowing costs are charged to income in the period in which they are incurred. ‘\\2!"?



5.5 Financial assets

5.5.1 Classification and initial measurement

The Company classifies its financial assets in the following three categories:

(a)
(b)
(c)

(a)

(b)

(c)

—

(a

(b)

.

financial assets measured at amortized cost.
fair value through other comprehensive income (FVOCI);

fair value through profit or loss (FVTPL); and

Financial assets measured at amortized cost

A financial asset is measured at amortized cost if it is held within business model whose objective is to
hold assets to collect contractual cash flows, and its contractual terms give rise on specified dates to
cash flows that are solely payments of principal and interest on principal amount outstanding.

Such financial assets are initially measured at fair value plus transaction costs that are directly
attributable to the acquisition or issue thereof.

Financial assets at FVOCI
A financial asset is classified as at fair value through other comprehensive income when either:
it 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 the principal amount outstanding; or

it is an investment in equity instrument which is designated as at fair value through other
comprehensive income in accordance with the irrevocable election available to the Company to at
initial recognition.

Such financial assets are initially measured at fair value plus transaction costs that are directly
attributable to the acquisition or issue thereof.
Financial assets at FVTPL

A financial asset shall be measured at fair value through profit or loss unless it is measured at amortised
cost or at fair value through other comprehensive income, as aforesaid.

Such financial assets are initially measured at fair value.

5.5.2 Subsequent measurement

(a)

(b)

Financial assets measured at amortized cost

These assets are subsequently measured at amortized cost (determined using the effective interest
method) less accumulated impairment losses.

Interest / markup income, foreign exchange gains and losses and impairment losses arising from such
financial assets are recognized in the profit and loss account.

Financial assets at FVOCI
These are subsequently measured at fair value less accumulated impairment losses.

A gain or loss on a financial asset measured at fair value through other comprehensive income in
accordance is recognised in other comprehensive income, except for impairment gains or losses and
foreign exchange gains and losses, until the financial asset is derecognised or reclassified. When the
financial asset is derecognised the cumulative gain or loss previously recognised in other
comprehensive income is reclassified from equity to profit or loss as a reclassification adjustment
(except for investments in equity instruments which are designated as at fair value through other
comprehensive income in whose case the cumulative gain or loss previously recognized in other
comprehensive income is not so reclassified). Interest is calculated using the effective interest method
and is recognised in profit or loss. N2



(c)  Financial assets at FVTPL

These assets are subsequently measured at fair value.

Net gains or losses arising from remeasurement of such financial assets as well as any interest income
accruing thereon are recognized in profit and loss account.

5.5.3 Impairment

The Comapany's only financial asset that is subject to the impairment requirements of IFRS 9 is trade receivables.

The Company applies the IFRS 9 'Simplified Approach’ to measuring expected credit losses which uses a lifetime
expected loss allowance for all trade receivables. The Compan‘y measures expected credit losses on trade
receivables in a way that reflects an unbiased and probability-weighted amount, time value of money and
reasonable and supportable information at the reporting date about the past events, current conditions and
forecast of future economic conditions. The Company recognises in profit and loss account, as an impairment
loss, the amount of expected credit losses (or reversal) that is required to adjust the loss allowance at the
reporting date.

5.5.4 De-recognition

5.6

5.7

5.8

hiY

Financial assets are derecognized when the rights to receive cash flows from the financial assets have expired or
have been transferred and the Modaraba has transferred substantially all risks and rewards of ownership.

Financial liabilities

Financial liabilities are classified as measured at amortized cost or 'at fair value through profit or loss' (FVTPL). A
financial liability is classified as at FVTPL if it is classified as held for trading, it is a derivative or it is designated as
such on initial recognition. Financial liabilities at FVTPL are measured at fair value and net gains and losses,
including any interest expense, are recognized in the statement of profit and loss account.

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.

Non-financial assets

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

An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable
amount of the asset. An impairment loss is reversed only to the extent that the asset's carrying amount does not
exceed the carrying amount that would have been determined, if no impairment loss had been recognized.

Long term deposits
These are stated at cost which represents the fair value of consideration given.
Trade debts

Trade and other receivables are recognized at fair value and subsequently measured at amortised cost less
impairment losses, if any.Actual credit loss experience over past years is used to base the calculation of expected

credit loss. Trade and other receivables considered irrecvoacble are written off.

5.10 Taxation

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. N >R




Deferred

Deferred tax is accounted for using the balance sheet liability method in respect of all taxable temporary
differences arising from differences between the carrying amount of assets and liabilities in the financial
statements and the corresponding tax bases used in the computation of taxable profit. Deferred tax liabilities are
recognised for all taxable temporary differences and deferred tax assets are recognised to the extent that it is
probable that taxable profits will be available against which the deductible temporary differences, unused tax
losses and tax credits can be utilized.

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

Deferred tax is calculated at the rates that are expected to apply to the period when the differences reverse,
based on tax rates that have been enacted.

The Company takes into account the current income tax law and decisions taken by the taxation authorities.
Instances where the Company's views differ from the income tax department at the assessment stage and where
the Company considers that its view on items of material nature is in accordance with law, the amounts are
shown as contingent liabilities.

5.11 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. Revenue is recognized on the following basis:

- Brokerage income is recognized as and when such services are provided.
- Interest income is recognized at effective yield on time proportion basis.
- Dividend income is recorded when the right to receive the dividend is established.

-Unrealized capital Gains / (losses) arising 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.

5.12 Expenses

All expenses are recognized in the profit and loss account on an accrual basis.

5.13 Provisions

A provision is recognised in the balance sheet when the Company has a legal or constructive obligation as a result
of a past event, it is probable that an outflow of resources embodying economic benefits will be required to
settle the obligation and a reliable estimate can be made of the amount of obligation. However, provisions are
reviewed at each balance sheet date and adjusted to reflect current best estimate.

5.14 Creditors, accrued and other liabilities

Liabilities for trade and other amounts payable are measured at cost which is the fair value of the consideration
to be paid in future for goods and services received.

5.15 Dividend

Dividend distributions and appropriations are recorded in the period in which the distributions and
appropriations are approved.

5.16 Cash and cash equivalents

Cash and cash equivalents for cash flow purposes include cash in hand, current and deposit accounts heid with
,panks. Running finance facilities availed by the Company, which are payable on demand and form an integral part
of the Company's cash management are included as part of cash and cash equivalents for the purpose of cash
flow statement.

5.17 Earning per share

Earning per share is calculated by dividing the profit after taxation for the year by the weighted average number

of shares outstanding during the year. W






