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Directors' Report to the Members
Dear Shareholders:
The Directors of the Company are

of the Companies Act, 2017 ¢
ended June 30, 2023.

pleased to present their report under section 226
ogether with Audited Financial Statements for the year

Economic Review:

Pakistan® i i
stan's economy s Currently under severe stress with low foreign reserves, @

depreciating currency, and high infiation. With high public consumption, economic
growth increased substantively above potential in FY22 that led to strong pressures
on domestic prices, external and liscal sectors. the exchange rate, and foreign
reserves. These imbalances were exacerbated by the cataslrophic flooding in 2022,
surging world  commodity prices, lighlening global financing conditions, ond
domestic political uncertainty. Furthermore, dislorlive policy measures. including
periods of informal exchange rate reslhictions and import conirols. delayed the IMF
program, and contributed to creditworthiness downgrades, lower confidence. high
Yields and interest payments, and the loss of access 1o infernational capital marke!,
Economic growth is expected fo slow and remain below potential in the medium-
ferm. Real GDP growth is expected lo slow sharply to 0.4 percent, reflecting
corrective tighter fiscal policy, flood impacts, high inflation, high energy prices and
import controls. Agricultural output is expected to contract for the first time in more
than 20 years due to the floods. Industry output is also expected to shrink with supply
chain disruptions, weakened confidence, higher borowing costs and fuel prices,
and heighlened uncertainty. The drop in Pakistan Stock Exchange index so far has
not been spectacular but steady. After the customary January increase ~ the index
has come down 2 percent from the start of 2023 and is down 9 percent from a year
ago. Business and consumer confidence indices have repeatedly shown negalive
trends, inflation has breached o 50-year high. reserves are razor thin. and the inleres!
rates may not have neaq
ked yel. The KSE-100 index 100 has had a long-standing firm relationship with 10-year
markel yields, which have soflened of lale, as shorl-term yield, go up. There could
still be a bull run in that context - but that is most likely to fade sooner than later, as
all fundamentals point fowards more struggle - both on economic and polilical
fronts.

Stock Market Review:

Pakistan stock market's pertormance has posted a boom and bust situation during
FY 2023 due o geopolitical tension, especially Russia-Ukraine confiict, and domestic

xchange Building Lahore.
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" \i,;g::;t()ja’t:d the economic chdilenges as the
€ country's current account deficit (C

political uncertai :
inty. Later (since February 2022), the Russia- Ukraine conflict

super cycle of commodity prices

crisis. AD) and worsened the balance of

The benchmark 3 i

declined by 3_71;’5_5] ‘ﬁ‘i 'i"_di?" opened at 41,540.83 points on 1% July 2022 and

market capitalization (ihe Tg" al nine (09) months of FY 2023. Investment of PSX, os

ot Rs 6.108 trilion al value of listed companies) slumped to a multiyear low
» compared to the peck of Rs 6.95 trilion in June 2022. Market

capitalization of the PSX was 6,956.51 bilion on the 30" June 2022.

Financial Peformance:

Speraling Revenue Yrvar

Gain/ (Loss) on sale of Investment | (33,833,752) (.’;4 858 844)

Other Income ]38' 638' - 4i : )

:2:: zfetL:rTearox [14,579.569) (46,659,273)

EPS (Rs.) X {16,150,715) [47,603,744)
' (1.03) (6.34)

The operating revenue has increased during the year as compared to the last year.
The company is trying its best to yield better volumes by providing improved quality of
services through extensive research, corporate access and advisory services. We are
working on expanding our client base in order to increase the market participation of
investors and avail benefits from lucrative market opportunities.

Risk Management:

The Board of Directors of the company actively drives the risk management
framework wherein it provides an active approach in dedling with factors that
influence the financial health of the company. An effective risk management
framework along-with robust risk governance structure, strong capital & liquidity
position and good quality of investment portfolio, remains a cornerstone 10

accomplish the goals of the company.

Code of Corporate Governance:

The Board and management of the Company are committed to ensuring the
requirements of the Code of Corporate Governance are fully met. The Company has
adopted strong Corporate Govemance practices with an am to enhance the

accuracy. comprehensivenes's and transparency of the financial and non- financial

information. The Directors are pleased to report that:

. The financial statements, prepared by the management of the company,
present ifs state of affairs fairly, the result of its operations, cash flows and

changes in equity;
. Proper books of acco

unts of the company have been maintained;
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» Appropriate cccounﬂné Policies
preparation of financial statements g
reasonable and prudent judgment:

* \ntemational Financiol Reporting Standards, os applicable in Pakistan, have
be

en followed in preparation of financial statements and any departures
therefrom have been adequately disclosed and explained;

* The system of internal control is sound in design ond has been effectively
implemented and monitored:

There are no significant doubts
going concern;

The company has on account of
charges has no outstanding liabili
There are no transactions entere
fraudulent, illegal or in violation

have been consistently applied in
nd accounting estimates are based on

upon the Company's ability to continue as a

statutory payment of taxes, duties, levis and
ty as at the balance sheet date;

dinto by the broker during the year which are
of any securities market laws.

Human Resource

The focus of the HR department at Shaffi §
retain and reward the best talent. We stri
meet relevant social, statutory and regul
build and maintain strong collective relati
by the board committee and updated in

ecurities (Pvt) Limited is to recruit, develop.
ve to ensure that our employment policies
atory conditions and remain committed to
onships. All HR policies have been reviewed

accordance with present day requirements
and corporate framework of the company as the management recognizes this to be

a criical areq, having a strong impact on performance, procedures and business

ethics. All approved policies are available to employees to enhance employee
awareness and participation,

Internal Financial Controls:

The internal control structure of Shaffi Securities {Pvt) Limited comprises the Board of
Directors, internal qudit and compliance department, The company's internal audit
and compliance department is responsible to establish and mointoij (_:n adequate
and effective system of internal controls and procedures under the pohc'les approved
by the Board. The management is also responsible for evaluating effechvene'ss. of The
company's internal control system that covers material mo.tf'ers through identification
of control objectives as well as review of significant pc')lrmes. and pro'c_:edures. The
company's internal control system has been designed to identify and mitigate the risk
of failure to achieve overall business objectives of the Compony._lntemcﬂ confrgls and
policies are designed to provide reasonable cssSJro‘n'ce regcrdm_g 1he effeclhveness
and efficiency of the company's opercﬁons,‘ reliability of financial information and
compliance with applicable laws and regulations.

Environment, Health and Safety:

The company maintains secure and safe working conditions avoiding the risk to the
e .
health of employees, customer and public at large.

ey
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of the company's business on the environment:

impact

companys nature of business is service provider; hence its aclivities have a minimal
mpact on the environment. The company has a policy to minimize the use of paper.

All the communication between employees, departments and clientsis done through
emalls; unless in matters of imperative necessity.

reloted Party Transaction:

In order to comply with the requirements of the listing regulations, the Company has
presented all related party fransactions to the board for their review and approval.

The details of all related party transactions have been provided in note 32 of the
annexed audited financial statements.

Changes In the Board:

During the year under review, there was no change in the structure of Board.
Pattern of Shareholding:
Annexed with Note no 14.3.

Auditors:

as the statutory auditors of the Company for the year ended June 2024 in fhe
forthcoming Annual General Meeting.

Post Balance Sheet Date Event / Dividend:

No material changes and commitments affecting the financial position of the
Company have occurred between the end of the financial year and the date of the
report.

Appréclqtlon and Acknowledgements:

The Board of Directors of Shaffi Securities (Pvi) Limited would like to thank the GOP,
the SECP, NCCPL, CDC, PSX, the bankers to the company and other regulatory bodies
for their continued support, oll esteemed shareholders and clients of the company for
their trust, and our co-colleague's & employees of the company for their continuous
dedication and commitment.

On behalf of the Board of Directors

= o Chlef Executive Officer

November 05, 2023
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Statement of Compliance
For the Year Ended June 30,2023

Th ) : i : , y
€ company has complied with the requirements of the Regulations in the following manner:
* The financial statements, prepared by the management of the company, present its state of

affairs fairly, the result of its operations, cash flows and changes in equity;

*  Proper books of accounts of the company have been maintained;

* Appropriate accounting policies have been consistently applied in preparation of financial
statements and accounting estimates are based on reasonable and prudent judgment;

s International Financial Reporting Standards (MSE), as applicable in Pakistan, have been
followed in preparation of financial statements and any departures therefrom have been
adequately disclosed and exblaincd; o

o The system of interrial conirol is sound in design and -has been’effectively implemented and

] monitored.
! o The brokerage house is ‘considered-to be a going concern, and ther; is no reason(s) that the
brokerage house is unable to continue as going concern.
o The company is not making any default in any kind of payment of loan, TFC, Sukuk or other
: insttuments: ~' -+
¢ The Company has duly complied with the Corporate Governance Code. °

R P . ' B
. e -

f %’\' \ey —
Chief Exetutive Officer Place: Lahore
! Date: November 05, 2023

201-Pakistan Stock Exchange Bullding Lah
Phone: 042.38300220-21, Fax: 042.16300706
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STATEMENT OF CEO

For the Year Ended June 30,2023

I CEO of Shaffi Securities (Pvt) Limited do hereby undertake that there are no transactions
entered into by the broker during the year, which are fraudulent, illegal or in violation of any

securities market laws.

\X\"l S

Chief Executive Officer Place: Lahore
Date: November 05, 2023

201-Pakistan Stock Exchange Building Lahore.
Fhone: 042-35308220-21, Fax: 04236280706
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INDEPENDENT AUDITORS’ REPORT
To the members SHAFFI SECURITIES (PVT.) LIMITED
Report on the Audit of the Financial Statements

Opinion

We have audited the annexed Gnancial statements of SHAFFI SECURITIES @®VT)
LIMITED (the Company), which comprise the statement of financial position as at June 30,
2023, the statement of profit or loss, the statement of comprehensive income; the statement of
changes in cquity, the statement of cush lows for the year then ended, and notes to the financial
stalements, including a summary ot sipnificant accounting policies and other explanatory
mformation, and we state that we have obtained all the information and explanations which, to
the best of our knowledge and beliet, were necessary for the purposes of the audir.

o opinion and o the best ol our mfonmation and according to the explanations given to us,
the statement  of tinancial position. (he  statement  of profit or loss, the statement of
' comprechensive ncome, the statement ot changes in equity and the statement of cash flows
- together with the notes Torming patt thereol conform with the accounting and repottng
standards as applicable in Pakistin amd cive the information required by the Companies Act, 2017
(NIN 0f 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, 2075 and of the profit, other comptehensive income, the
changes i equity and its cash floses toe e vear then ended,

Basis for Opinion

We conducted our andit in aceordance with International Standards on Auditing (ISAs) as
applicable in Pakistan. Our responsibilivics under those standards ate Forther described in the
Andiror's Responsibiities for the Audic of e Vinancial Statements section of our report. We are
independent of the Company in accordance with the Tnternational Bthics Standards Board for
Accountants” Code of Lithier for Profossione’ 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 belicve thai the audit eviderice we have obtained is &ifficient and
approptiate to provide a basis for our opinion,

. Information Other than The Financial Statements and Auditot’s Report Thereon
Management is tesponsible for the other information. The other information comprises the
information included in the Annual Report, but does not include the financial statements and our

auditor’s repozt thereon.

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

In connection with our audit of the tinancial statements, out 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 of otherwise appears to be

AMEMBER OF 1o v v 08 0 OF INDEPENDENT ACCOUNTING FIRMS

Roam f 104 & 105 Fivst Voo Somh Foeern, 19K havaban-c-Aiwan-e-lgbal, Lahore. Pakistan.
Mobite e TOY M LRUE6TE 05 e i | il astam. (eagdgmail com. URL: www ieenet.com.pk
Eiber Ofices Haichi - Peshawar - Islamabad
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materially misstated. TF, based on She work we have petformed, we conclude that there is a
material misstatement of this other information; we are tequired to report that fact. We have
nothing to report in this regard.

Responsibilities of Management and Board of Directors for the Financial Statements

Management 1s responsible for the preparanion and fair presentation of the, financial statements in
accordance with  accounting and reporting, standards  as applicable in  Pakistan and the
requirements of the Companics \et. 20017 (XIX of 2017) and for such internal control as
management determines is necessary 1o cnable the preparation of financial statements that are
free from matetial misstatement, whether due 1o fraud or etror.

In prepating the financial sratements, management is responsible for assessing the Company’s
ability to continue as a going concern. disc losing, as applicable, matters related to going concern
and using the going concern basis ol accounting unless management either intends o liquidate
the Company of to cease operations. or has no realistic alternative but to do so.

Board of Dircctors ate responsible for oversecing the Company’s financial tepotting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assutance about whether the financial statements as a
whole are free from material misstatemens. whether due to fraud o ctror, and to issuc an
anditor’s report that includes our opinion Reasonable assurance is a high level of assurance, but
oot a puarantec thar an aadit conduciod in accordance with ISAs as applicable in Pakistan will
alwavs defect a marerial misstatement when it oxdsts, Misstatements can atise from fraud or etror
and are congidered marerial if, individoally o i the aggregate, they could reasonably be expected
1o influence the economic decisions o users taken on the basis of these financial statements.

As part ot an audit in accordance with 18\s as applicable in Pakistan, we exercisc professional
ludgment and maintain professional scepticism throughout the audit. We also:

¢ [Identify and assess the risks of matertal misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those tisks, and obtain
audit evidence that is sufficient and approptiate 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 crror, as fraud may involve collusion, forgery, intentional omissions, misrepresentations,
or the ovettide of internal control.

*  Obtain an understanding of internal control televant to the audit in order to design audit
procedures that ate appropriale in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company’s internal control.

* livaluate the appropriatenvss of accounting policies used and the reasonableness of
accounting estimates and related disclosutes made by management.

*  Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the andit evideace 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. It we conclude that a material uncettainty exists, we ate required
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S. No.

Head of Account

115

Advances and Reccivabies other than uade
receivablcs

Hair Cut /
Adjustments

Net Adjusted
Value
Pak Rupees

I. No Haiccut may be applied on the shott term loan
to employees provided these loans are secuced and

due for repayment within 12 moaths

2. No [Maitcut may be applied to the advance tax to

the extent it is netted with provision of taxation

1,571,146

3. In all other cases, 100% of vet value

116

Reccivabies from cleating house or sccurilics
exchange(s)

100% value of claims othee than these on account of
entitlements against trading of sccurities in all markets

includiog MtM pains.

1,190,854

1.17

Receivables from customers

118

Cash and Bank balances .

i. Tn case reccivables are against margin financiog, the
aggregate of ;

{i) value of securities held ia the blocked account after
applying VAR based
(i) cash deposited as collateral by the financee

[Haircut.

(iiiy market value of any sccurities deposited as

collateral after applying VaR based baircut,

id. in case receivables are against macgin trading, 5% of}

the net balance sheet value.

iii. in case reccivables are against securitics borrowings
nnder SLB, the amount paid to NCCPL as collateral

upon untcring into contract.

iv. in case of other trade receivables not more than 5

days overdue, 0% of the net balance sheet value.

21,028

v. in casc of other trade receivables ace overdue, or 5

days ot more, the aggregatc of

(i) the market value of sccuritics purchased for
customers and held in sub-accounts after applying
VAR based haircuts.

(i) cash deposited as collateral by the respective
customer and,

(iif) the market value of securities held as collateral
after applying VaR based haiccuts.

24,901

vi. In the case of amount receivable form related

applying
underlying securities

partics.  values  determined  after
applicable haircuts on
readily available in respective CDS account of the
related party in the following manner:

a. Up ro 30 days,

applying VaR based haircuts;

values determined after

b. Above 30 days but upto 90 days, values
determined after applying 50% oc VaR based
haircuts whichever is highet;
c. Above 90 days, 100%
applicable.

haircur  shall  be

Nil

i. Bank Balance-proprictary accounts

65,472

it. Bank Balance-customer accounts

364,018

i1, Cash tn hand

65,489




| . Net Adjusted
§. No. |Head of Account H:dlr Cut/ Valllle
Adjustments
Pak Rupees
- i, No haiceut may be applied in respect of amount
paid as subscription mouey provided that sharcs have
oot been allotted ot ate not included in  the
investments of securitics broker.
. - b . i In casc of investments in [PO where shares have
4 ?;*())S/cglf);;??o;n;‘l\:);:sgs?t;lst ] been all‘ottcd bl'lt not yet credited 311 CDS account, i
25% haircuts will be applicable on the value of such
securlities
i, In case of subscription in right shares where the
shares have not yct been credited in CDS account,
15% or VaR based haircut whichever is higher,will be
- applied on Right shares.
1.20 |Total Asscts 20,631,487
2. Liabilitics
i. Payable to exchanges and clearing house -
2.1 I'rade Payables ii, Payable against leveraged market products
i, Payable to customers 607,875
i Nil
i. Statutory and regulatory dues
| ii. Accruals and other payables 1,219,844
iti. Short-term borrowings 2,508,715
v, Current portion of Subordinated loans
| 22 Current Liabilitics v. Current pottion of long term liabilitics =
vi. Defereed Liabilities
vii. Provision for taxation 1,571,146
vii, Other liabilities as per accounting principles and
included in the financial statements
Non-Current Liabilitics i 1 100% haircut may be allowed against long term
i. Long l'cem Financing portion of financing obtajned from a financial
73 il Staff Reticement benefits institution including  amount  due against finance
iii. Other liabilities as per accountmy prncples and leases.
included in the financial statements 2 Nilin all other cases
T 100% of Subordinated loans which  fulfill the
24 |Subordinated Loans conditions  specified by SECT are allowed to be
deducted
100% haircut may be allowed in respect of advance
against shares ift
a The existing authorized share capital allows the
proposed enhanced share capital,
b. Board of Directors of the company bas approved
Advance against shares for Increase in Capital of|the fucrease in capital.
2.5 Securities broker if : ¢. Relevant Regulatory approvals have been obtained.
J. There is no unrcasonable delay in issue of shares
against advance and all regulatocy requirements
i relating to the increase in paid up capital have been
completed.
¢ Auditor is satisficd that such advance is against the
N _|increasc of capital
2.6 |Total Liabilities 5,907,580
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g Net Adjusted
S. No. |Head of Account TS Gty

a . Value
q Adjustments Pak Rupees

In the case of ﬁnancier/purchascr the total amount
receivable under Repo less the 110% of the market
value of underlying securitics.
. In the case of financee/seller the market value of
37 Repo adjustment . . . .
underlying sccurities after applying baircut less the
total amount received Jless value of any securitics

deposited as collateral by the purchaser aftec applying

haiccut less any cash deposited by the purchaser.
I the market value of any security is between 25%

and 51% of the total proprictary positions then 5% of]
3.8 |Concentrated proprictary positions the value of such security .If the market of a security
exceeds 51% of the proptictary position, then 10% of]
the value of such security

i In case of customer positions, the total margin
requirements in respect of open positions less the
amount of cash deposited by the customer and the
value of sccuritics held as collateral/ pledged with

39  |Opening Positions in futures and options I i ’
|securities exchange after applying VaR haircuts
ii. In case of proprictacy positions, The total margin

requirements in respect of apen positions 1o the

A | - ) . extent not aleeady met
i in case of customer positions, the market value of

shares sold short in ready macket on behalf of
customers after increasing the same with the VaR
based haircurs fess the eash deposited by the customer

i as collateral and the value of securities held as
310 [Short sell positions

collateral after applying VAR based [Haircuts
J fi. in case of proprietary positions, the macket value of

shates sold shoet in ready market and not yet settled
increased by the amount of VAR based haireut less
the value of seccurities pledged as collateral afrer

applying haircuts.

311 [Total Ranking Liabilities

TOTAL Liquid Capital 14,723,907

Calculations Summary of Liquid Capitat

) Adjusted value of Assets (serial number 1.20) 20,631,487
ii) Less: Adjusted value of liabilities (secial pumber 2.6) (5,907,580)
iii) Less: Total ranking liabilities (sceial number 30

14,723,907
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RELATED PARTY TRANSACTIONS

Tbe related parties of the Company comprise of shareholders/ directors, key management
personnel, entities with common sharcholding, entities over which the directors are able to
exercise influence and entitics under common ditrectorship. Transactions with related parties
and the balances outstanding at year end are disclosed in the respective notes to the financial
statements,

EVENTS AFTER REPORTING PERIOD ’

No events occurred after the reporting period that would require adjustment or disclosure in
the financial statements.

NUMBER OF EMPLOYEES

Toral number of employees at the ead of year was 6 (2023: 6). Average number of employecs

was 6 (2022: 6)
RE-CLASSIFICATION AND RE-ARRANGEMENTS

Corresponding figures have been reclassified and re-arranged whetever necessary to reflect
more appropriate presentation of events and transactions for the purposec of compatison, and

n order\to improve compliance with disclosure requitements,

GENERAL
Amounts have been rounded off to the nearest rupee, unless otherwise stated.

AUTHORIZATION

These financial statements were authorized for issue on Novemebs 05, 2023 by the Boatrd of
Directors of the Company.

f
{

r A \ Q_/\'__//

™

Chief Executive Director




