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INDEPENDENT AUDITORS' REPORT

To the members; of SHAFFI SECURITIES (PRIVATE) LIMITED
Report on the Audit of the Financial Statements
Opinion

We have audited the annexed financial statements of Shaffi Securities (Private) Limited
(the Company), which comprise the statement of financial position as af June 30, 2019,
the statement of profit or loss, the statement of comprehensive income, the statement
- of changes in equity and 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 (collectively, the “financial statements”),
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, to the best of our information and according to the explanaticns given
to us, 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 forming part thereof conform with accounting and
reporting standards as cpplicable in Pakistan and give the information required by the
Companies Act, 2017 (XIX of 2017), in the manner so required, and respectively give a
frue and fair view of the state of the Company's affairs as at June 30, 2019 and of ifs
profit or loss and other comprehensive income, changes in equity and ifs 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, Qur responsibilities under those standards are furfher -

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 Etfhics for Professional
Accounfants as adopted by the Institute of Chartered Accountants of Pakistan (the
“Code”) and we have fulfiled our other ethical responsiblilities 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,

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 accounting and reporting standards as applicable in
Pakistan and the requirements of the Companies Act, 2017 (XIX of 2017). Management
is also responsible for such infernal control as management determines is necessary o
endble 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 o continue as a going concern, disclosing, as applicable, any
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related matters, and using the going concern basis of accounfing unless management
either intends to liquidate the Company or fo cease operations, of has no realistic
alternative but to do so.

Board of directors are responsible for overseeing the Company's financial reporfing
process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are fo 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
gccordance with ISAs as applicable in Pakistan will always defect 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:

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 fo
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a matericl misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, infentional omissions, misrepresentations, or the override of infernal control;

« Oblain an understanding of internal confrol relevant to the audit in order fo 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;

« Evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by management;

o Conclude on the appropriateness of management's use of the going concern basis
of accounting and, based on the audit evidence obtained, determine 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, fufure events or
conditions may cause the Company to cease to continue as going concern; and

« Evaluate the overall presentation, structure and content of the financial statements,
including disclosures, and assess whether the financial statements represent the
underlying fransactions and events in @ 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 |oss, 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;

c) Investments made, expenditure incurred and guaraniees extended during the
year were for the purpose of the Company's business;

d) Zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIll of
1980), was deducted by the company and deposited in the Cenfral Zakat Fund
established under section 7 of that Ordinance; and

e) The Company was in compliance with the requirements of section 78 of the
Securities Act 2015, and the relevant requirements of the Securities Brokers
(Licensing and Operations) Regulations, 2016 as at the date on which the
balance sheet was prepared.

The engagement partner on the audit resulting in this independent auditor's report is
Mr. Muhammad Aslam Khan.
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SHAFFI SECURITIES (PRIVATE) LIMITED

Statement of Financial Position
As at 30 June, 2019

2019 2018
ASSETS Note Rupees Rupees
Non-cuirent assets -
Property and equipment 3 699,816 743,018
Intangible assets 5 6,020,000 6,020,000
Long term investments 7 19,158,233 15,259,068
Long term deposits 8§ 4,100,024 3,700,024
29,984,073 25,728,110
Current assets
‘['rade debts - net 9 87,030 1,128,643
Deposits and prepayments 0 916,113 1,204,264
Income tax refundable i1 1,395,014 955,041
Short term investments 12 19,789,879 8,865,078
Cash and bank balances 13 88,507 4581 307
22,277,143 12,634,933
52,261,218 38,363,043
EQUITY & LIABILITIES
Share capital and reserves
14 57,500,000 57,500,000

Issued, subscribed and paid-up capital
Unappropriated profit (65,510,427) (36,883,043)

Unrealized surplus / (deficit) on re-measurement
I J

of investments measured at 'YV OCI 15,078,233 11,179,068
Total equity 7,067,806 31,796,025
Non-current liabilities

Long-term loan ) 40,540,440 | | 5,838,500
40,540,440 5,838,500
Current liabilities

Trade and other payables 16 837,196 489,116
Short-term borrowings 17 3,490,031 239,403

Provision for taxation 18 325,745
4,652,972 728,519
Contingencies and commitments 19 - -
52,261,218 38,363,044

The anneoced wotes frome 1 tv 38 foror an dntegral part of thee inandal statenments.

Chief Executive Officer Director



SHAFFI SECURITIES (PRIVATE) LIMITED

Income Statement
For the year ended June 30, 2019

2019 2018
Nate Rupees Rupees
Operating revenue 20 2,624,463 1,462,047
Gain/(loss) on sale of shorl term mvestments (12,688,725) (8,258,828)
Unrealized gain/(loss) on remeasurement of
investments classified ac FVTTPL (13,638,972) (163,710)
(23,703,234) (6,962,491)
Operating and administrative expenses 21 (4,345,751) {4,179,102)
Operating profit / (loss) (28,048,985) (11,141,593)
Financial charges 22 (253,630} (82.,233)
Other income and losses 23 996
Profit / (loss) before taxation - (28,301,639} (11,223,826)
Taxation 24 325,745 327487
i Profit/ (loss) for the year (28,627,384) (11,551,313)
Earnings/(loss) per sharc - basic 25 (4.98) (2.01)

Lhe amnexed notes from 1 to 38 formr an integral part of these finandlal statements.
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SHAFFI SECURITIES (PRIVATE) LIMITED

Statement of Comprehensive Income
For the year ended June 30, 2019

2019 2018
Note Rupees Rupees
Profit/(loss) fot the year (28,639,610) (11,551,313)
Other comprehensive income
Items that will not be reclassified subsequently to profit or loss

Unrealized gain / (loss) during the period in the market value of 3,899,165 11,179,068

investments measured at FVOCT
Total comprehensive income/ (loss) for the year (24,740,451) (372,245)

The annexced notes from 1 1o 37 foror an infeoral part of these financial statements.

Chief Executive Officer Director




SHAFFI SECURITIES (PRIVATE) LIMITED

Statement of Cash Flows
For the year ended June 30, 2019

Note
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation
Adjustments:
Depreciation and impairment
Provision for doubtful debts
Realized loss / (gain) on sale of short-term investments
Unrealized loss / (gain) on short-term investments
Dividend income

Interest expense

Operating profit before working capital changes
(Increase) /decrease in current assets
Trade debts - net
Deposits and prepayments
_Increase/(decrease) in current liabilities
Trade and other payables

Cash generated from / (used in) operations

Proceeds from net sales of / (acquisition of) short-term investments
Dividends received

Interest paid

Taxes paid

Net cash from operating activitics

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of property and equipment
Increase in long-term deposits
Net cash generated from / (liSf:d in) investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Uroceeds from Director Loan
Proceeds from running finance facility

Net cash generated from / (used in) financing activities

Net (dectease)/inctrease in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year 13

The annexced notes from 1 to 37 form an integral part of these financial statements,

i

Chief Executive Officer

2019 2018
Rupees Rupees
(28,313,871) (11,223,826)

76,367 83,027
34,960 48,073

12,688,725 8,258 828

13,638,972 165,710

(2,130,372) (927,807)

233,213 63,409
24,541,865 7,692,140
(3,772,006) (3,531,686)

1,006,653 5,805,081

288,151 939,385

348,080 (131,243)

1,642,884 6,613,223

(2,129,122) 3,081,537
(37,252,498) (10,442,119)

2,130,372 927 807

(233,213) (63,409)
(439,973) (346,630)
(35,795,312) (9,924,371)
(37,924,434) (6,842,834)
(33,165) (13,800)
(400,000} :
(433,165) (13,800)
34,714,172 5,838,500

3,250,628 239,403

37,964,800 6,077,903
(392,799) (778,731)
481,307 1,260,039
88,507 481,307

0~
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SHAFFI SECURITIES (PRIVATE) LIMITED

Statement of Changes in Equity
For the year ended June 30, 2019

Unrealized
surplus /
Issued, URAppEHtes (deficit) on re-
subscribed and measurement Total

paid-up capital profity {lass) of investments

measured at

FVOCI
ST T T Rupees:coaaraiasi
Balance as at July 1, 2017 57.500,000 (25,331,730) - 32.168,270
Total comprehensive income for the vear
\ Loss for the year - (11,551,313) 11551313
' dther comprehensive income/ (loss) - 11,179,068 11,179,068
- (11,551,313) 11,179,068 (372,245)
Balance as at June 30, 2018 57,500,000 (36,883,043) 11,179,068 31,796,025
L
[ Total comprehensive income for the year
Loss for the year (28,639,616) - (28,639,616,
Other comprehensive income/ (loss) - - 3,899,165 3,899,165
- (28,639,616) 3,899,165 (24,740,451)
Balance as at June 30, 2019 57,500,000 (65,522,659) 15,078,233 7,055,574

The annexed notes from 1 to 37 form an nteeral part of these financial statements.

-Q\xr-..

Chief Executive Officer Director




SHAFFI SECURITIES (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended June 30, 2019

1  LEGAL STATUS AND NATURE OF BUSINESS

Shaffi Securities (Private) Limited (the "Company") was incorporated in Pakistan on January 2, 2007 as a private limited
company, limited by 5l-mrt‘9:, under the Companies Ordinance, 1984 . The Company's registcrcd office is situated at Room
No 201, Second Floor, Stock Exchange Building, 19 Khayaban-e-Aiwan-e-Igbal, Lahore. The Company is a holder of
Trading Rights Enttlement Certificate ("TREC") of Pakistan Stock Exchange Limited. The Company is principally
engaged in the business of mvestment advisory, purchase and sale of securities, financial consultancy, brokerage,

underwriting, portfolio management and securiries rescarch.

2  ACCOUNTING CONVENTION AND BASIS FOR PREPARATION
21 Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards as applicable in
Pakistan. Approved accounting standards comprise of such International Financial Reporting Standards ("IFRS"
or "IFRSs") issued by the International Accounting Standards Board ("LASB") as are notified under the
Companies Act, 2017, provistons of or directives issued under the Companies Act, 2017, and relevant provisions
of the Securities Brokers (Licensing and Operations) Regulations 2016 (the "Regulations”). In case requirements

differ, the provisions or directives of the Companies Act, 2017 and/or the Regulations shall prevail.
2.2 Basis of mecasurement

These financial statements have been prepared under the historical cost convention, except:

- Investments in quoted equity securities (whether classified as assets at fair value through profit or loss, or at fair
value through other comprehensive income), which are carried at fair value;

- Investments n unquoted equities, measured at fair value through other comprehensive income;

- Investments in associates, which are recorded in accordance with the equity method of accounting for such
mvestments; and

. Derivative financial nstruments, which are marked-to-market as appropriate under relevant accounting and

reporting standards,

2.3 New standards, amendments / improvements to existing standards (including interpretations thereof)
and forthcoming requirements

Accounting policies adopted in the preparation of these financial statements are consistent with those of the-
previous financial year except for new and amended standards / interpretations that became effective July 1, 2018.
Refer to notes 3.1 and 4 for details of these standards and of the impact on the Company of adopting these
standards (including rransidon-related disclosures). Newly-effecrive standards other than those disclosed 1n note
3.1 are considered not to be relevant, or such standards do not have any significant effect on the Company's
financial statements and, accordingly, the impact from their adoption has not been disclosed in the financial

statements.

The following [FRSs (as well as amendments thereto and interpretations thereof) as notified under the Companies
Act, 2017 are / will be effective for accounting periods beginning on or after the dates specified below July 1,
2019:

- TAS 28: Investments in Associates and Joint Ventures (Amendment: Long-term Interests in Associates
and Joint Ventures})

This amendment affects companies which finance associates and/or joint ventures with preference shares
or with loans for which repayment is not expected in the foreseeable future (where the interests in such associates
joint ventures are referred to as Tong-term Interests or LTTs). I'1Ts are in the scope of both TFRS 9 and TAS 28,
and interpretative guidance provides the annual sequence in which both standards are to be applied The
amendment is effective for annual periods beginning on or after January 1, 2019. The Company is currently in the
process of assessing the potential impact, if any, that the adoption of this amendment may have on its financial
statements.



- IFRS 9: Financial Instruments (Amendment Prepayment Features with Negative
Compensation)
lior a debt instrument to be eligible for measurement at amortized cost or Fair Value

ve Income (FVOCI), IFRS 9 requires its contractual cash flows to meet

through Other Comprehe
the Solely Payments of Principal and Interest (SPP1) test - that is, the cash flows must be solely
payments of principal and interest. Some prepayment options could result in the party that triggers early
termination reteiving compensation from the other party (negative compensation). Alternatively put,
such options may result in borrowers prepaying the instrument at an amount less than the unpaid
principal and mterest owed. This amendment permits financial assets ct mtaining prepayment-with-
negative-compensation features to be measures at amortized cost or FVOCT if they meet other relevant
requirements of [FRS 9,

This amendment is effective for annual pertods beginning on or after January 1, 2019. The
amendment 15 not expected to impact the Company's financial statements.

- IFRS 16: Leases

This standard introduces a single, on-balance sheet lease accounting model for lessees, whereby
the lessee recopnizes a single, right-of-use asset (representing its right to use an asser) and a lease
fiability representing the lessee's obligation to make lease payments. Guidance being replaced and
superseded by IFRS 16 includes (but is not limited to) IAS 17 (Leases), IFRIC 4 (Determining Whether
An Armangement Contains a Lease) and SIC 15 (Incentives in Operating Leases). The standard is
effective for annual periods beginning on or after January 1, 2019. The Company is currently in the
process of identifying the nature and quantum of the impact of the adoption of this standard on the

Company's tinancial statements.

- 1AS 19: Emplovee Benefits

Amendments to TAS 19 clarify the approach to be employed (including the use of actuarial
assumptions to determine current service costand net interest, and the relationship berween the asset
ceiling and the gamn/loss on plan sertlement) upon amendment, curtailment or settlement of a defined
benefit plan. The amendments, effective for annual periods beginning on or after January 1, 2019, are
not expected to significantly impact the Company's financial statements.

- IAS 1 Prescntation of Financial Statements [AS 8 Accounting Policies, Changes in
Accounting Estimates and Errors

Amendments to these standards are intended to make the definition of material in TAS 1 easier to
understand and apply, and are not intended to alter the underlying concept of materiality in IFRS
¢tandards. Tn addirion, the TASR has also issued guidance on how to make materiality judgments when
preparing general purpose financial statements in accordance with TFRS.

- IFRS 3: Business Combinations / IFRS 11: Joint Arrangements (Amendment: Definition of a
Business)

The International Accounting Standards Board (IASB) has issued amendments with the
objective of resolving difficulties that arise when an entity determines whether it has acquired a
business or a group of assets. The amendments clarify that to be a considered a business, an acquired
set of activities and assers must include, at a minimum, an input and a substantive process that together
significantly contribute 1o the ability 1o create outputs. The amendments include an election to use a
concentration test, The amendments are effective for business combinations for which the acquisition
date is on or after [anuary 1, 2020, and therefore would not have an impacr on past financial
statements.

Other amendments to these standards relate to the re-measurement of a previously-held interest
in a joint operation when a reporting entity obtains control of the joint operation (when thart joint
operation meets the definition of a business). The amendments, effective for annual periods beginning
on or after [anuary 1, 2019, are not expected to impact the Company's financial statements.

- IAS 12: Income Taxes

An amendment to this standard clarifies that the income tax consequences of dividends are
recognized consistently and concurrentdy with the transaction that generates distributable profits. The
amendment is effective for annual periods beginning on or after January 1, 2019 and is not expected to
impact the Company's financial statements.




- 1AS 23: Borrowing Costs

An amendment to this standard clarifies thar a reporting entity treats as general borrowings any
borrowing originally made ro develop an asset when the asset is ready for its intended use (or sale). The
amendment is effective for annual periods beginning on or after January 1, 2019 and 1s not expected to
impact the Company's financial statements.

In addition to the above, [FRIC 23 - which relates to uncertainty over income tax treatments - s
effective for anfiual pertods beginning on or after January 1, 2019. The amendment is not expected to
materially impact the Company's financial statements upon adoption.

Finally, on March 29, 2018, the 1ASB issued a revised Conceprual Framework for Financial Reporting.
The Conceptual Framework serves primarily as a tool for the TASB to develop standards and to assist
the [FRS Interpretations Committee in interpreting them. [t does not overnde the requirements of
individual IFRSs. Any inconsistencies berween the revised Framework and individual IFRSs are subject
to the usual due process, meaning that the overall impact on standard setting may take some time to
crystallize. In the absence of specific IFRS requirements, entities may use the Framework as a reference
for selecting accounting policies.

Certain new standards, amendments and/or interpretations issued by the IASB are yet to be notfied by
the SECP for the purpose of applicability i Pakistan,

2.4 Accounting cstimates and judgments

The preparation of financul statements in conformity with approved accounting standards requires
management to make judgments, estimates and assumptions thar affect the application of accounting policies
and the reported amounts of assets, habilities, income and expenses. The estimates and associated assumptions
are continually evaluated and are based on historical experience as well as expectations of future events and
various other factors that are believed o be reasonable under the circumstances, the results of which form the
basis of making judgments about the carrying values of assets and liabilities that are not readily apparent from

other sources. Actual results may differ from these estimates.

Areas involving a ligher degree of judgment or complexity, or areas where assumptions and estimates are
significant to the Company's financial statements, are as follows:

(i} Estimates of uscful lives and residual values of items of property, plant and equipment (Note 5);

(i) Esomates of usetul lives of intangible assets (Note 6);

{i11) Allowance for credir losses (Note 3.8}

(iv) Fair values of unquoted equity investments (Note 7);

(v) Classification, recognition, measurement / valuaton of financial instruments (Note 3.2); and

(v1) Provision for taxation (Note 25)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Significant accounting policics applied n the preparation of these financial starements are set out below. These

policies have been consistently applied to all years presented, except as deseribed m notes 3.1 and 4,
3.1 Changes in Significant Accounting Policies

The Company adopted [FRS 15 (Revenue from Contracts with Caustomers) and [FRS 9 (Financial Instrmments )
from July 1, 2018. The new standards are effective for annual periods beginning on or after July 1, 2018
and for reporting penods ending on or after June 30, 2019,

Details of new policies pursuant o these stndards and the narure and effect of the changes in

accounting policies are set out in the remainder of this note.
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3.2

IERS 15 - Revenue from Contracts with Customers

In May 2014, the LASB wsued [FRS 15 - Revenwe from Contracts with Customers, which introduces a unified
five-step model for dewrmining the timing, measurement and recognition of revenue. The broad
objective of the new standard is o introduce a framework whereby revenue is recognized as
performance obligatons are fulfilled rather than based on the transfer of nsks and rewards. [FRS 15
includes 1 comprehensive set of disclosure requirements, including quantitative and qualitative
information about contracts with customers, to help users understand the nature, amount and timing of

revenue as well as uncertamnty around it. The standard supersedes and replaces IAS 18 - Revenue , LAS 11 -

Construction Contracts and a number of related interpretations.
Due to the nature of contractual arrangements with customers and the regulatory environment in which
the Company operates, the adoption of IFRS 15 did nor have a significant impact on the financial

statements of the Company,
IFRS 9 - Financial Instruments

IFRS O - Frmaneial nssrsements velates to the recognition, classification, measurement and derecognition of
financial assets and liabilities, hedge accounting and the impairment of financial assets. It supersedes and
veplaces IAS 39 - Financial Tnstruments: Recognition and Measurenient.

Changes in accounting policies, if any, resulting from the adoption of IFRS 9 have been applied
retrospectively. Denails of significant new accounfing policies adopted are set out in nore 3.2. The narure

and effect of changes to previous accounting policies are set out n note 4.
Financial assets and liabilities

Recagpition and initial measiement

The Company, on the date of ininal recognition, recognizes loans, debr securities, equity securities and
deposits ar the far value of consideration paid. Regular-way purchases and sales of financial assets are
recognized on rthe reade dare. All other financial assets and liabilities, including derivatives, are inirially
recognized on the rrade date at which the Company becomes a party to the contractual provisions of the

instrument.

The initial measurement of 4 financial asset or lability 1s at fair value plus transaction costs that are
directly atriburable o its purchase or issuance. For instruments measured at fair value through profit or

loss, transaction costs are recognized immediately in profit or loss,

Classification and Measarement of Financial Assets
[FRS 9 elirninates the 1AS 39 categories for financal assets (held-to-maturity, loans and receivables, held-
for-trading and avarlable-for-sale). Instead, IFRS 9 classifies financial assets into the following categornes:

- Fair value through profit or loss {“FVTPL");

- Fair value through other comprehensive income ("FVOCI");

- Amortized cost

- Elected at fair value through other comprehensive income {equiries only); or
- Designated at FVIPL

Financial assets mclude both debt and equity mstruments.

Dbt Tnstriments
Debt instruments are ¢k

ified into one of the following measurement categories:

- Amortized cost;

- FVOCI;

- FVTPL; or

- Designated at FNTPL

Classification of debt instruments s determuned based on:
(i) The business model under which the asset 1s held; and

(i) The contractual cash flow charactensiics of the instrument



Debt instruments are measured at amortized cost if they are held within a business model whose
objective is to hold for collection of contractual cash flows where those cash flows represent solely
payments of princpal and wnterest. After initial measurement, debr instruments in this category are
carried at amortized cost. Tnterest income on these instruments is recognized in interest income using
the effective interest method. The effective nterest rate is the rate that discounts estimated future cash
payments or receipts through the expected life of the financial asset to the gross carrying amount of a
financial assef. Amartized cost is calculated by taking into account any discount or premium on
acquisition, transaction costs and fees that are an integral part of the effective interest rate. Impairment
on debt instrumenrs measured at amortized cost is caleulated using the expected credit loss approach.
Loans and debt secursities measured at amortized cost are presented net of the allowance for credit losses

/ provision for doubttul debts in the statement of financial positon.

Debt instruments are measured at FVOCI if they are held within a business model whose objective 1s to
hold for collection of contractual cash flows and for selling financial assets, where the assets' cash flows
represent pavments that are solely payments of principal and interest. Subsequent to initial recognition,
unrealized gans and losses on  debt instruments measured at FVOCI are recorded in other
comprehensive income, Upon derecognition, realized gains and losses are reclassified from other
comprehensive mcome and recorded in the statement of income. Premiums, discounts and related
transaction costs are amortized over the expected life of the instrument to the income statement using

the effective interest cate method, Impairment on debe mstruments measured at FVOL s calculated using

the expected credir loss approach,

Dbt insteuments are measured at FVTPL if assers are held for trading purposes, ate held as part of a
portfolio managed on a fuir value basis, or whosc cash flows do not represent payments that are solely
payments of principal and interest. Transaction costs for such instruments are recognized immediately in

profit or loss.

Finally, debe instruments in the "designated at FVTPL" category are those that have irrevocably
designated by the Company upon mitial recognition, This designation is available only for those debt
instruments for which a reliable estimate of fair vilue can be obtained. Instruments are designated at

FVTPL typrcally if doing so eliminates or reduces accounting mismatch which would otherwise arise.

Eguity Tnstrsments
Equity instruments are measured at FVIPL, unless an election is made to designate them at FVOCI
upon initial recogninon, with transaction costs recognized immediarely in profit or loss. Subsequent to

initial recognition, changes in fair value are recognized through profit or loss.

An initial recognition. there is an irrevocable option for the Company to classify non-trading equury
instruments at FYOCL This election is typically used for equity instruments for strategic or longer-term
investment purposes. The election 1s made on an instrument-by-instrument basis and is not available to
equity instruments that are held for trading purposes. Gaing and losses on these instruments are
recorded in OCI and are not subsequently reclassified to profit or loss. As such, there is no specific
impairment requirement. Dividends received are recorded in profit or loss. Any transacuon costs
incurred upon purchase are added to the cost basis of the security and are not reclassified to profit or

loss upon the sale of the security.

Classification” and Measurement of Financial 1iabilities

Financial liabilities are classified into one of the following measurement categorics:

- FVTPL;
- Amortized cost or
- Designated at FVTPL.

Financial liabiliies measured at FVTPL are held paneipally for the purpose of repurchasing in the near
term, or form part of a porefolio of identified financial instruments thatare managed together and for
which there is evidence of a recent actual pattern of short-term profit-taking. Financial labilities are

recognized on 4 trade dare basis and are accounted for at fair value, with changes in faic value and any

gains or losses recognized in profit or loss. Transaction costs are ex pensed as incurred.

Financial liabilines may also be designated ar I'VTPL if a reliable estmate of fair value can be obtained
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and when (a) the designation eliminates or significandy reduces an accounting mismatch which would
otherwise arise, {b) a group of financial labilities are managed and their performance is evaluated on a
fair value basis, i accordance with a documented risk management strategy, or (¢) the financial liabiliry
contains one or more embedded derivatives which significantly modify the cash flows required. Any
changes in fair value are recognized in profit or loss, except for changes n fair value ansing from
changes in the Compuny's own credit risk, which are recognized in OCL Changes in fair value due to
changes in the Company's own credit risk are not subsequently reclassified to profit or loss upon
derecognition og extinguishment of liabilities.

Other financial liabilities are accounted for at amortized cost. Interest expense is caleulated using the
effective interest rate method.

Determination of Fair Value
The fair value of a financial asset or liability is the price thar would be received to sell an asser or paid o

transfer a hability in an orderly rransaction berween marker participants in the principal or, in its absence,
Company values instrumenes carried at fair value using quoted market prices,
where available. Unadjusted quoted marker prices for identical instruments represent a Level 1 valuanion.

When quoted prices are nor available, the Company maximizes the use of ohservable inputs within

valuation modcls. When all significant inpurs are observable, the valuation 15 classified as Level 2.

Valuations that require the significant use of unobscrvable inputs are considered Level 3.

In determining fair value for certain instruments or portfolios of instruments, valua ron adjustments or
reserves may he required to arrive at a more accurate representation of fatr value. These adjustments may

include unobservable parameters or constrains on prices in inactive or illiquid markets.

Dervcagnition of Financial Aviets and Financial

A financial asser 15 derecognized when the contractual nghts to the cash flows from asset have expired,
or the Company transfers rhe contractual aghts to receive the cash flows from the financial asset, or has
assumed an obligation to pay those cash flows to an independent third party, or the Company has
transferred substandally all the nsks and rewards of ownership of that asset 1o an independent third-
party. Management decermines wherher substantially all the risks and rewards of ownership have been
teansferred by quantitatively comparing the varability in cash flows before and after the transfer. 1f he
variability in cash flows remains significantly similar subsequent to the rransfer, the Company has
retained substantally all of the risks and rewards of ownership. On derecognition of a financial asser, the
difference berween the carrying amount and the sum of (a) the consideration recetved (including any
new asser obrained less any new liability assumed) and (b) the cumulative gain or loss tha had been

recognized m OCI, is recogmzed in profit or loss.

A finaneial Tiability 1s derecognized when the obligation under the liabiliry is discharged, cancelled or
expires. [f an existing financial lability s replaced by another from the same counterparcty on
substandally different rerms, or the rerms of the existing lability are substantially modified, such an
exchange or maodification 15 treated as a derecognition of the original lability and the recognition of a
new hability at fair value, The difference in the respective carrying amount of the existing liability and the

new liability 1s recognized as a gain/loss in profit or loss.
Property and equipment

Items of property and equipment are stated ar cost less accumulated depreciation (if any) and
impairment losses (f any}. Cost includes expenditure that is directly attributable to the acquisition of the

items.

Subsequent costs are mcluded in the asset’s carrying amount or recognized as a separate asser, as
appropriate, only when it 1s prabable that future ceonomic henefits associated with the item will flow ro
the Company and the cost of the item can be measured reliably, Where such subsequent costs are

incurred to replace parts and are capitalized, the carrying amount of replaced parts s derecognized. All

other repair and maintenance expenditures are charged to profit or loss during the year in which they are

incurred.
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Depreciation on all iwems of property and equipment is calculated using the reducing balance method, in
accordance with the rates specified in note 5 to these financial statements and after taking into account
cesidual value, if material. Residual values and uscful lives are reviewed and adjusted, if appropriate, at
each balance sheet date. Depreciation is charged on an asset from when the asset is available for use

until the asset is disposed of.

Intangible asscts

Intangible assets with indefinite useful bves, including Trading Right Entitlement Certificate ("TRECY),
are stated at cost less accumulated impairment losses, if any, An intangible asset is considered as having
an indefinite useful life when, based on an analysis of all relevant factors, there is no foreseeable limit to
the perdod ovir which the asser is expected to gencrate net cash inflows for the Company. An intangtble
asset with an indefinite useful life is not amortized, However, it 1s tested for impairment at each balance
sheet date or whenever there is an indication that the agset may be impaired. Gains or losses on disposal
of intangible assers, 1f any, are recognized in the profir and loss account during the vear in which the

assets are disposed of.

Investment property

Property that is held for long-term rental yields or for capital apprectation or for both (but not for sale in
the ordinary course of business), used in the supply of services or for administrative purposes is

classified as v

tment property. Investment propesty is initially measured at its cost, includin related
property P } b

transaction costs and borrowing costs, 1f any.

Subsequent expenditure 15 capitalized to the asset’s carryimg amount only when it 1s probable that furure
economic benefits associated with the expenditure will flow to the Company and the cost of the item
can be measured reliably. All other repairs and maintenance costs are expensed when incurred. When

part of an invesrment property 1s replaced, the carrying amount of the replaced part is derecognized.

For the purpose of subscquent measurement, the Company determines with sufficient regularity the fair
value of the items of nvestment property based on available active market prices, adjusted, if necessary,
for any difference in the nature, location or condition of the specific asset. Valuations wherever needed
are performed as of the reporting date by professional valuers who hold recognized and relevant
professional qualifications and have recent experience in the location and category of the investment
property being valued. These valuations form the basis for the carrying amounts i the financial

statements.

The fair value of mvestment property does not refleet future capital expenditure that will improve or
enhance the property and does not reflect the related future benefits from this future expenditure other
than those a rational market participant would take into account when determining the value of the

property. Changes in farr values are recognized in the profit and loss account,
Offseuting of financial assets and liabilities

Financial assets and labilities are offset (and the net amount is reported in the financial statements)
when the Company has a legally enforceable right to offset the recognized amounts and the Company
intends to cither settle on a net basis or to realize the assers and serde the liabilities sumultaneously.
When financial a

ts and financial liabilities are offset in the statement of financial posinon, the related
income and expense items are also offset in the statement of income, unless specifically prohibited by an
applicable accounting standard.

Investment in associates

Associates arc all entries over which the C

mpany has stgnificant influence but not control. Investments
in associates where the Company has significant influence are accounted for using the equity method of
accounting. Under the equity method of accounting, nvestments in assoclates are initially recognized at

cost and the carrying amount of investment is increased or decreased to recognize the Company's share

of the associate's post-acquisition profits or losses in income, and its share of the post-acquisition

movement in reserves 1s recognized in other comprehensive income,
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Impairment
Financial assets

The Company applies a three-stage approach to measure allowance for credit losses, using an expected
credit loss approach as required under TFRS 9, for financial assets measured at amortized cost. The
Company's expected credit loss impairment model reflects the present value of all cash shortfalls related
to default events, either over the following rwelve months, or over the expected life of a financial
instrument, depending on credit deterioration from inception. The allowance / provision for credit
losses reflects an unbiased, probability-weighted outcomes which considers multiple scenarios based on
reasonable and supportable forecasts.

Where there has not heen a significant decrease in credit risk since initial recognition of a financial
instrument, an amount equal to 12 months expected credit loss is recorded. The expected credit loss 18
computed using a probability of defaule occurring over the next 12 months. For those instruments with
a remaining thaturity of less than 12 months, a probability of default corresponding to the remaining

term to maturity 1s uscd.

When 4 financial instruiment experiences a significant increase in credit risk subsequent to origination but
is not considered 10 be n default, or when a financial instrument is considered to be in default, expected
credit loss is computed based on lifetime expected credit losses.

When determuning whether the credit risk of 4 financial asset has increased significantly since initial
s, the Company considers reasonable and

recognition, and when estimaring expected credit loss
supportable information that is relevant and available witheut undue effort or cost. This includes both
quantitative and qualitative information and analysis, based on the Company's historical experience and

informed credit as

ssments, including forward-looking in formation,

Forward-looking information includes reasonable and supportable forecasts of future events and
cconomic conditions. These include macro-economic information, which may be reflected through
qualitative adjustments or overlays. The estimation and application of forward-looking information may
require signiticant judgment.

Loss allowanees for financial assets measured at amortized cost are deducted from the gross carrying
sset is wrtten off when the Company

amount of the assets. The gross carrying amount of a financia
has no reasonable expecration of recovering a financial asset in ics entirery or a portion thereof. The
Company makes this as an individual asset basis, after consideration of multiple historical

and forward-looking factors. Financial assers that are written off may still be subject to enforcement

sssment o

activities in order to comply with the Company's processes and procedures for recovery of amounts due.

Non-financial assets

The carrying amounts of non-financial assers are assessed at each reporting date to ascertain whether
there is any indication of impairment, [f such an indication exists, the asset's recoverable amount -
defined as the higher of the asser's fair value less costs of disposal and the asset's value-in-use (present
value of csimated future cash flows using 2 pre-tax discount rate that reflects current market
assessments of the time value of money and assct-specific risk) - is estimated to determine the extent of
the impairment loss.

For the purpose of assessing impairment, assets are grouped into cash-generating units: the lowest levels

for which there are separately identifiable cash flows.

Taxation

Current

Provision for current raxation is based on taxable income for the year derermined in accordance with the
prevailing law for taxaton of income. The charge for current tax is calculated using rates enacted or
substantively enacted at the reporting date, and takes into account tax credits, exemptions and rebates
available, if any. ‘I'he charge for current tax also includes adjustments, where necessary, relating to prior

vears which anse from assessments framed / finalized during the year.

~—
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Deferred

Deferred tax 1s recognized using the balance sheet liabiliry methad in respect of temporary ditferences
arising from differences between the carrying amounts of assers and liabilities used for financial
reporting purposes and amounts used for taxation purposes. Deferred rax 1s calculated using rates that
are expected to apply to the period when the differences reverse based on fax rates that have been
enacted or substantively enacted by the balance sheer date. In this regard the effects on deferred taxation
on the portion of income expected to be subject to final tax regime is adjusted in accordance with the
requirements of Accounting Technical Release-27 of the Institute of Chartered Accountants of Pakistan.
Deferred rax labilities are recognized for all raxable temporary differences. A deferred tax asset is
recognized only to the extent that it is probable that future taxable profits will be available against which
the asset can be udlized. Defereed tax asset is reduced to the extent that it 1s no longer probable that the
related tax benéfirs will be realized,

Deferred fax is charged or credited ro the income statement, except in the case of items credited or
charged to comprehensive income or equity, in which case it is included in comprehensive income or

equiry.
Cash and cash equivalents

Cash and cash equivalents are carried at cost and include cash in hand, balances with banks in current
and deposit accounts, stamps in hand, other short-term highly liquid investments with original maturities

of less than three months and shoet-term running finances.
Trade and other payables

Trade and other pavables are recognized mitially at Faw value plus directly artributable cost, if any, and
subsequently measured ar amortized cost using the effective interest method. They are classified as

current if payment is due within twelve maonths of the reporting date, and as non-current otherwise.
Provisions

Provisions are recognized when the Company has a present legal or constructive obligation as a result of
past events, it is probable that an outflow of resources embodying economic benefits will be required to
settle the obligation and a seliable estimate of the obligation can be made, The amount recognized

represents the best estimate of the expendirure required to settle the obligation at the balance sheet date.

Provisions are reviewed at each balance sheet date and adjusted to reflect the current best estimate.
Borrowings

These are recorded at the proceeds received. Finance costs are accounted for on accrual basis and are
disclosed as accrued incerest / mark-up to the extent of the amount unpaid at the reporting date.

Borrowing costs

Borrowing costs are recognized as an expense in the period m 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 the relevant asset.

Fiduciary asscts

Assets held in reust o i a fiduciary capacity by the Company are not treated as assets of the Company.
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Revenue recognition

Revenue 1s recognized to the extent that it is probable that ecomomic 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 1s recognized on the following
basis:

Brokerage and commussion income is recognized when brokerage services are rendered.

- Dividend income is recognized when the right to receive the dividend 1s established.

- Rerurn on deposits is recognized using the effective interest method,

- Income on fixed term investments is recognized using the effective interest method.

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

- Unsealized capital gains / (losses) ansing from marking to market financial assets are
included in profit and loss (for asscts measured ar FVIPL) or OCI (for assets measured at
IVOCT dusing the period in which they anse.

- Tncome / protit on exposure deposits is recognized using the effective interest rate.
Foreign currency transactions

Monetary assets and labilities in foreign currencies are translated into functional currency at the rates of
exchange prevailing ar the balance sheet date. Transactions in foreign currencies are translated into
functional cusrency at the rates of exchange prevailing on the dates of the transactions. Horeign exchange
gains and losses resulting from the settlement of such transactions and from translation at year-end
exchange rates of moncrary assets and labilities denominated in foreign currencies are recognized in

income.
Functional and presentation currency

Items included in the financial statements are measured using the currency of the primary economic
environment in which the Company operates. The financial statements are presented in Pakistani Rupee,
which is the Company's functional and presentation currency.

Derivative financial

Derivative financial mstruments are recopnized at their faie value on the date on which a denvative
contract 1s entered into, Subsequently, any changes in fair values arising on marking to market of these
instruments are taken ro the profit and loss account.

Related party transactions

All transactions involying related parties arising i the normal course of business are conducted and

recorded at rares that are not less than market.




4 TRANSITION TO IFRS 9
The Company's transiton to IFRS 9, with an effecuve transition date of July 1, 2018, did not result n any
quantitative remeasurement or reclassification adjustments in the statement of financial position. Qualitatively, the
classification of financial assets changed, as described below, whereas the classification of financial liabilities was
unchanged. As well, the difference between the closing impairment allowance for financial assets in accordance

with TAS 39 was not significantly different from the opening impairment allowance under IFRS 9.

The following table presents the impact from the transition to IFRS 9 on the Statement of Financial Position at

transition date, July 1, 2018,

Asat July 1, 20718

IAS 39 IFRS 9
Financial statement fine ttem Measurement Carrying amonnt | Carrying anioznt Measurement FSLI
LESLTY) baris basts
Cash and bank balances Amortized cost 481,307 481,307 Amortized cost
Cash and bank balances
Short-term nvestments FVIPL 8,865,078 8,865,078 FVTPL Short-term investments
Trade debrts Amortized cost 1,128,643 1,128,643 Amortzed cost Trade debts
Trade deposits and short Amortized cost 1,204,264 1,204,204 Amortized cost Trade deposits and
term Prt.'[')ﬂ}-'l'l]f_'ﬂTH S}\Orl'*r(:ff“
prepayments
Long-term investments AlS 15,259,068 15,259,068 FVOCI Long-term investments

Long-term deposirs Amortized cost 3,706,024 3,706,024 Amortized cost Long-term deposits




