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INDEPENDENT AUDITOR'S REPORT

To the members of Punjab Capital Securities (Private) Limited

Report on the Audit of the Financial Statements for the six-month period ended 31
December 2021

Opinion

We have audited the annexed financial statements of Punjab Capital Securities (Private)
Limited ("the Company"), which comprise the statement of financial position as at 31
December 2021, the statement of comprehensive income, the statement of changes in
equity, the statement of cash flows for the six-month period 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 cobtained 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, 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 31 December 2021 and total comprehensive income, the changes
in equity and its cash flows for the six-month period then ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as
applicable in Pakistan. Our responsibilities under those standards are further described in
the Auditor's Responsibilities for the Audit of the Financial Statements section of our report.
We are independent of the 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.

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
Fakistan 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
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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 skepticism 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 ohtain 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 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.

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

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

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

The engagement partner on the audit resulting in this independent auditor's report is Ahsan
Shahzad.

By —

EY Ford Rhodes

Cnartered Accountants

Lahaore

Date: 27 April 2022 ;
UDIN: AR2021100795BONLIFpM



PUNJAB CAPITAL SECURITIES (PRIVATE) LIMITED
STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2021

ASSETS
NON CURRENT ASSETS

Property and eguipmeant
Intangible assets

Long term investmeants
Long term security deposits

CURRENT ASSETS

Trade debtors

Advances, prepayments and other receivables
Tax refund due from Government

Cash and bank balances

TOTAL ASSETS

EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES

Share capital

Fair value reserve
Accumulated profit(loss)
NON-CURRENT LIABILITIES
Deferred tax liability
CURRENT LIABILITIES
Trade and other payables

Prowision for taxation

TOTAL LIABILITIES
TOTAL EQUITY AND LIABILITIES

CONTINGENCIES AND COMMITMENTS

The annexed notes from 1 to 28 form an integral part of these financial statements.

ML%M |

(

Qi N\ 2
"CHIEF EXE E

31 December 30 June
Note 2021 2021

Rupees Rupees
5 1,124,632 985 977
[ 7,140,225 7,140,225
7 20,466,394 20,533,012
B 8,192,027 3,091,991
36,922,278 31,752,105
g 7,778,595 32 B55,B884
10 30,936,802 33,610,565
11 1,541,491 2752370
12 28,208,685 28,323,879
68,465,673 a7 342 698
105,388,851 125,084,803
13 76,500,000 76,500,000
5,574,600 5642018

306,796 {4,012,591)
82,381,296 T8,129427
14 599,483 12,179
15 21,403,087 49 384 791
1,004,985 1,558,406
22,408,072 50,953,197
23,007,555 50,965,376
105,388,851 129,094 B03
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PUNJAB CAPITAL SECURITIES (PRIVATE) LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE SIX MONTH PERIOD ENDED 31 DECEMBER 2021

Brokerage income

Administrative and operating expenses
Operating Profit

Other income
Bank charges
Profit before tax

Taxation
Profit after tax

Other comprehensive income

Other comprehensive (loss)/gain on equity instrument designated at fair
valueg

Total comprehensive income for the period

From 1 July to

31 December F“Lﬁ:ﬂz‘“r
2021
30 June 2021
Note (Note 1.1) .
Rupees Rupees
17 16,056,850 26,054,757
18 (10,889,053) (20,085,780)
4,167,797 5,968 967
158 1,751,141 3,220,983
20 (7,262) (22,864)
5,911,676 9,167,006
21 (1,592,289) (1,570,585)
4,319,387 7,596,511
T (67,518) 928,373
4,251,869 8,524,884

The annexed notes from 1 to 28 form an integral part of these financial staiemanls
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FUNJAB CAPITAL SECURITIES (PRIVATE) LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE SIX MONTH PERIOD ENDED 31 DECEMBER 2021

Capital Revenue
Issued, Reserve reserve
subscribed Total
and paid-u Equi
cap:ilal a F:;;::::“ Accumulated Y
Profitiloss)

Rupees Rupees Rupees Rupees
Balance as at 01 July 2020 76,500,000 4,713,645 {11,609,102) 69,604, 543
Profit after tax for the year ended June, 2021 - - 7,696,511 7,696,511
Other comprehensive income . 028,373 = 228 373

- 928,373 7,596,511 8524 884
Balance as on 30 June 2021 76,500,000 5642018 (4,012,591} 78,129,427
Balance as on 1 July 2021 76,500,000 5,642,018 (4,012,591) 78,129,427
Profit for the six month peried ended 31 Dec 2021 - - 4,319,387 4,318,387
Other comprehensive loss - (67,518) - (67,518)
Total comprehensive income . (67,518) 4,319,387 4,251,869
Balance as at 31 December 2021 76,500,000 5,574,500 306,796 82,381,296
The annexed notes from 1 to 28 form an integral part of these financial stalsman_‘t; /
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PUNJAB CAPITAL SECURITIES (PRIVATE) LIMITED
STATEMENT OF CASH FLOWS
FOR THE SIX MONTH PERIOD ENDED 31 DECEMEER 2021

From 1 Julyto  For the year
31 December anded
2021 30 Junae 2021
Mote (Note 1.1)
CASH FLOWS FROM OPERATING ACTIVITIES Rupees Rupeeas
Profit / (loss) before tax 5911,676 9,167,096
Dividend Income (759,578) (580,783)
5,152,098 8,576,313
Adjustments for non-cash and other itemns:
Dapreciation 5 95,645 238,256
Accrued markup 10 {123,164) (180,148)
Financial charges 20 7,262 22,884
Operating profit before working capital changes 5,131,841 8,657,284
Warking capital adjustments
{Increase) ! decrease in current assets
Agvances, prepayments and other receivablas 10 2,796,929 (24,365,070)
Trade debtors 9 24,8!_?,239 (23,672.241)
27,674,218 (48.037,311)
Increase in current liabilities
Trade and other payables 15 {27,991,704) 24 832 233
Cash inflow ( (outflow) from operations 4,814,355 (14,747 784)
Income tax paid {347,529) {925,365)
Financial charges paid (7.262) (22,864}
Dividend income received 759,578 590,783
Met cash generated / (used in) from operating activities 5,219,142 (15,105,240)
CASH FLOWS FROM INVESTING ACTIVITIES
Paymaent for acquisition of property and equipment 5 (234,300) -
Security deposited (5,100,036) (913,582)
Mat cash used in investing activities (5,334,336) (813,582)
CASH FLOWS FROM FINANCING ACTIVITIES - -
Met decrease in cash and cash equivalents (115,194) (16,018,822)
Cash and cash equivalents at the beginning of the period 28,323,879 44,342,701
Cash and cash equivalents at the end of the year 12 28,208,685 28,323,879

The annexed notes from 1 1o 28 form an integral part of these financial statements.
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PUNJAB CAPITAL SECURITIES (PRIVATE] LIMITED

PUNJAB CAPITAL SECURITIES (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE SIX MONTH ENDED 31 DECEMBER 2021

11

1

2.2

2.3

4
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GEMERAL INFORMATION

The Punjab Capital Securities (Private) Limited ("lhe Company”) Is registered under the repealed Companies Ordinance,
1984 {which |s replaced by Companies Act 2017) as a company limited by shares on the 29th day of November 2016,
The Company is mainly engaged in business of brokerage services, portfolio management and consultancy services,
The registered office of the Company is siluated at Room Mo 319, 3" Floor, Lahare stock exchange (LSE) Building,
Lahore

The Company is wholly-owned subsidiary of First Punjab Modaraba (“the Parent’) by virue of 100% holding of the
Company which In tum i3 the subsidiary of Punjab Modaraba Services (Private) Limited, ultimate parent of the company
is The Bank of Punjab.

In light of ongoing COVID-19 pandemie, the Campany has reviewed its exposure to business risks and has not identified

any risks that could materially impact the financial performance or position of the Company as al December 31, 2021,
Consequantly, thare is no matenal impact on the recognition and measurement of assets and labilities.

During the period, the Company has changed its financal year from 30 June 1o 31 December, Accordingly, financial
statements of the Company are prepared for the six month pericd ended 31 December 2021 and hence comparative
figures in Statement of Comprehansive Income, Statement of Changes in Equity and Statement of Cash Flaws are not
comparable.

BASIS OF PREPARATION

Statement of compliance

These financial statements have been prepared in accordance wilh the accounting and reporting standards as
applicable in Pakistan, The accounting and reporting standards applicable in Pakistan comprise of:

Internaticnal Financial Reporting Standards (IFRS Standards) issued by he Intemational Accounting Standards Board
{1AS8) as notifed under Companies Act, 201T,

Provisions of and directives issued under the Companies Act, 2017, and

- the Secunties Brokers (Licensing and Cperations) Ragulations, 2016 (the Regulation)

-

Wherever, the requiremants of the Companies Act, 2017 or directives issued by the SECP differ with the reguirements
of these IFRS, the Regulation and the requirements of he Companies Act, 2017 or the requirements of the said
directives take precedence,

Basis of measurement

These financial stalements have been prepared under the historical cosi convention except for certain financial assets
ard lighikties which are stated at their fair value cr amortized cost as applicable

Accounting estimates

The preparabion of financial statements in conformity with approved accounting standards requires the use of certain
critical accounting estimates. It also requires management 10 exercise its judgment in the process of applying the
Company's accouniing policies. Estimates and judgments are continually evaluated and are based on the historical
experence and other factors involving a higher degree of expectations of future events that are believed to be
reasonable under the circumstances. The areas involving a higher degree of jJudgments or complexity or areas where
assumptions and estimates are significant to the financial statements are as follows:

Useful lives, residual values and depreciation method of property and equipment — Note 3.1

* Impairment lces of non-financial assets

.

Estimation of provisions - Mote 3.4

= Current income tax expense, provision far cument tax - Note 3.6

Functional and presentation currency

These financial stalaments are prasented in Pakistan rupees, which is the functional and presentation currency for the
Company. The figures have been rounded-off to nearest rupees, unless otherwise stated.

'\llt



PUNIAB CAPITAL SECURITIES [PRIVATE) LIMITED

Standard note for standards, interpretations and amendments to approved accounting standards that are not yet
effective

The following amendmants to the approved accounting and reporting standards, applicable in Pakistan, would be
effective from the detes mentioned below against the respective standards and interpretation have not bean adopted
aarly by the Company:

Effective dates
{Annual periods
beginning on or
Standard or Interpretation after)
IFRS 3 Business Combdnations - The amendment updates a reference in IFRS 3 fo the 01 January 2022
Conceptual Framework for Financial Reporting without changing the accounting
requirements for business combinations.
1AS 16 Property, plant and equipment - Amendment o clarify the prohibition on an entity 01 January 2022
from deducting from the cost of an item of property, plant and equipment any
proceads from selling items produced while bringing that asset to the location
and condition necessary for if 1o be capable of operating in the manner intended
by management. Instead, an entity recegnizes the proceeds from selling such
items, and the cost of producing thosa items, in profit or loes,
A4S 37 Provisions, Contingent Liabilities and Contingent Assels 1o specify which costs 01 January 2022
an entity needs to include when assessing whether a contract is cnerous or loss-
making.
A5 1 Presentation of Financial Statements lo clarify how 1o classify debt and other 01 January 2023
liakilittes as current or non-current
IAS 1 and Presentation of Financial Statements to reguire that an entity discloses its 01 January 2023
Practice material accounting policies, instead of its significant accounting palicies. Further
Statement 2 amendmants explain how an entity can identify a material accounting policy
A5 8 Accounting Policies, Changes in Accounting Estimates and Errors (Amendmenis) 01 January 2023
- Definition of Accounting Estmates. Under the new definition, accounting
estmates are “monetary amouwnis in finencial statements that are subject to
measuremant uncertainty”
IAS 12 Deferred Tax related to Assets and Liabilities arising from single Transaction- 01 January 2023

Amendments 1o 1AS 12, which narrow the scope of the initial recognition
excaption under IAS 12, 50 that it no longer applies to ransactions that give rise
to equal taxable and deductible temporary differences.

Consolidated Financial Statements & Invastment in Associates and Joinl Mot yed finalized
IFRS 10 & IAS Ventures - Sale or Contribution of Assets between an Investor and its Associate
28 or Joint Venture — (Amendment)

The above new amendments to standards and inlerpretations are not expected to have any material impact on the
Company's financial stalements in the period of initial applcation,

In-agdiion to the above new standards and amendments to standard and interpretations, The IASE has also issued the
revised Conceplual Framework for Financial Reperting (the Conceptual Framework) in March 2018 which is effective for
annual periods beginning on or after January 01, 2020 for preparers of financial staternents who develop accounting
palicies based on the Concepiual Framework, The revised Conceptual Framework I$ nol a standard, and none of the
cencepls override those in any standard or any requiremants in a standard. The purposa of the Conceptual Framework
is 1o asszist IASE in developing standards, to help preparers develop consistent sccounting policies if there is no
applicable standard in place and to assist all parties io understand and interpret the standards,

In additicn to the above new standards and amendments to standard and interpretations, improvementis 1o various
accounting standards have also been issued by the WASE in May 2020, Such improvements are generally effeclive for
accounting pencds beginning on or after 01 January 2022 The Company expects that such improvements to the
standards will not have any material impact on the Company’s financial statements in the pariod of initial application.

'ﬂlﬂ.
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PUNJAB CAPITAL SECURITIES (PRIVATE) LIMITED

Furiher, the following new standards have been issued by WASE which are yet to be notified by the Securities and
Exchange Commission of Pakistan (SECP) for the purpose of applicability in Pakistan.

Effective Dates
(Annual pericds
baginning on or
Standard or Interpretation after)
IFRS 1 - First Time Adoption of IFRS 01 Jul 2009
IFRS 17 - Insurance Confracts 01 Jan 2021

The Company expects that the adoption of the above standards will have no material effect on the Company’s financial
slatements, in the peried of initial application.

Mew accounting standards, interpretations, and amendments applicable to the Financial Statemants for the year
ended 31 December 2021

The accounting policies adopted are consistant with those of the previous financial year, except for the following new
and amended standards and interpretations effective for annual period beginning on 1 July 2018, as listed below. The
Company has nol early-adopted any other standard, interpretation or amendment that has been issued bul is not yet
effectve

IFRS 2 - Business Combinations - Definiton of 8 Business (amendments)

IFRS 7 & IFRS 2 - Financial instrumeants - Amendments regarding pre-replacement issues in the context of the interest
rate benchmark reform (IBOR)

145 1 & IAS B - Preseniabion of Financal Statements & Accounting Policies, Changes in Accounting Estimates and
Errors: Definifion of Material, to clarfy the definition of maternal and its alignment with the definiion used in the
Conceptual Framework (amandments).

IFRS 16 - Covid-19-Related Rent Concessions (Amendment to IFRS 18)

The adoption of above standards, interprefations and amendments applied for the first time in the year did not have
impact on financial statements of the Company

SUMMARY OF SIGMIFICANT ACCOUNTING POLICIES

The sccounting policies adopted in the preparation of these financial staterments are consistent with those of the
previous year except for the change explained below:

Property and equipment

These are stated af cost less accumulated depreciation and impairment, if any. Cost comprises acguisition and other
directly atiributable costs. Depreciation is charged to the profil and loss account by applying the reducing balance
method al the rates specified in note 5, Depreciation on addifions is charged from the day in which the asset is put to
use and on disposals, up 1o the day the asset has been in use.

The assets residual values, useful lives and methods are reviewed, and adjusted if appropriate, at each financial year
and, The effect of any adjustment io residual values, useful lives and mathods is recognized prospectively as a change
of accouniing estimata.

An item of property and equipment is derecognized upon disposal or when no fulure economic benefits are expecled
from its use or disposal. Any gain or loss ansing on de-recegnition of the asset is included in the profit and loss account
in the year the assel is derecognized.

Maintenance and normal repairs are charged to profit and loss account as and when incurred, Subsequent cost are
included in the assels' carrying amount ar recognizes as a separate asset, as appropriate, only when it is probable that
future economic benefits asscciated with the item will follow 1o the entity and its cost can be refiably measured. The
carrying amount of the asset replaced is de-recognized.

Cash and cash eguivalants

Far the purpose of cash flow statement, cash and cash equivalents comprise of cash in hand, balance with banks on
current and deposit accounts

"uﬂ
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PUNJAB CAPITAL SECURITIES (PRIVATE) LINNTED

Revenue from contract with customers

Revenue is recognised fo the axtent that is probable that the economic benafits will flow to the company and the
revenue can be measured reliably. Revenue is measured at the fair value of the consideration received or receivable on
the following basis:

a) Brokerage income is recognized on satisfaction of performance obligation over time |.e. on trade date basis.
b) Dividend income an equity investments is recognized, when the right to receive the same is established,

&) Interest income on mangin financing is recognized on outstanding balance using effective inlerest rate.

Provisions

Provisions are recognized when the Company has a present obligation (legal or constructive) as a result of a past event,
it is probable that an cutflow of resources embodying economic benefits will be required to settle the obligation and a
reliable estimate can be made of the amount of the obligation. Provisions are reviewed at each balance sheet date and
adjusted to reflect tha current best estimate. Where the Company expects some or all of a provision o ba reimbursed,
fhe reimbursement is recognized as 8 separate asset bul only when the reimbursement is virually certain. The
expanse ralating 1o any provision is presented in the profit and loss account net of any reimbursement

Financial Instruments - initial recognition and subsequent measuremant

A financial instrument is any coniract thet gives rise to a financial asset of one entity and a financial liability or equity
instrument of another entity.

Financlal assets
Fimancial assets - initial recognition

The Company has adopied IFRS 9 Financial Instrumants with effect from 1 July 2018, Accordingly, financial assets are
classified, at initial recognition, and subsequently measured at amartized cost, fair value through other comprehensive
income {OC1), and fair value through profit or koss

The classification of financial assels al initial recognition depends on the financial assel's contractual cash flow
characiensiics and the Company’s business model for managing them. With the exception of trade debis and bank
palance that do not contain a significant financing component or for which the Company has applied the practical
expadient, the Company initially measures a financial asset at its fair value plus, in the case of a financial asset not at
fair value through profit or loss, transaction costs. Trade debis that do not contain & significant financing compaonant of
for which the Company has applied the practical expadient are measured at the transaction price determined undar
IFRS 15 Refar to the accounting policy in Revenue from confracts with customers,

in arder for @ financial asset to be classified and measured at amonized cost or fair value through OCI, it needs o give
rise 10 cash flows that are ‘solely payments of principal and interest {SPPI)’ on the principal amount outstanding.

This assessment is raferred 10 as the 3PP 1est and is parformed at an instrumeant kevel

The Company's business moded for managing financial assets refers fo how it manages its financial assets in order to
generate cash flows, The business model determines whether cash flows will result from collecting contractual cash
fiows, selling the financial assets, or both,

Purchases or sales of financial assels that require delivery of assets within a time frame established by regulation or
convention in the market place {regular way trades) are recognized on the trade date, ie., the date that the Company
commils o purchase or sall the assel

The Company's financial assefs include long-lerm deposils, trade debts, loans and advances, other receivables and
bank balances.

Financial assets - subsequent measurement
For purposes of subsequent measuramant, financial assats are classified in four categaories:

a) Financial assats al fair value through profit or loss

k) Financial assels al amortized cost (debt instruments)

c) Financial assels designated at fair value through OCI with no recycling of cumulative gains and losses upan
derecognition {equity instruments)

o) Financial assets al fair value through OCI with recycling of cumulative gains and losses (debt instrumenis)
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PUNIAB CAPITAL SECURITIES (PRIVATE] LIMITED

Financial assets at fair value through profit or loss

Financial azsets at fair value through profit or loss include financial assets held for frading, financial assets designated
upan initisl recognition at fair value through profit or loss, or financial assels mandatorily reguired o be measured at fair
value. Financial assets are classified as held for trading if they are acguired for the purpose of selling or repurchasing in
the near tarm.

Dervatives, including separaled embedded derivatives, are also classified as held for trading unless they are
designated as effective hedging instruments. Financial asseis with cash flows that are not solely payments of principal
and interest are classified and measured al fair value through profit or loss, imespective of the business model
Natwithstanding the criteria for debt instruments lo be classified al amorlized cost or at fair value through OCI, as
described above, dabt instruments may be designated at fair value through profit or loss on initial recognition if deing so
eliminates, or significantly reduces, an accounting mismatch

Financial assets at fair value through profit ar loss are camed in the statement of financial position at fair value with net
changes in fair value recognized in the statement of profit or loss

This category Includes cerivative instruments and fisted equity investments which the Company had not irrevacably
elected to classify at fair value thraugh OCI. Dividends on listed equity investments are also recognized as other income
in tha statement of profit or loss when the right of payment has been established

Financial assets at amortized cost (debt instruments)

This categary is the most relevant to the Company. The Company measures financial assets al amortized cost if both of
the following conditions are met:

g) The financial asset is held within @ business model with the objective to hold financial assets in order to collect
contractual cash flows: and

b} The confractual terms of the financial asset give rise on specified dates 1o cash flows that are sclely payments of
principal and interest on the principal amaount outstanding,

Financial assets at amorfized cost are subsequently measured using the effective interest (EIR) method and are subject
to impairment. Gains and losses are recognized in profit or loss when the assel is derecognized, modified or impaired.

The Company's financial assets al amorized costs includes long term deposils, trade debls, advance 1o employees
against salary and other recevables excluding sales tax refund bonds,

Financial assets designated at falr value through OC| with no recyeling of cumulative gains and losses upon
derecognition {(equity instruments)

Upon initial recognition, the Company can elect to classify irevocably s equity investments as equity inslruments
designated at fair value through OCI| when they meet the definiion of equity under IAS 32 Financial Instruments:
Presentation and are not held for trading. The classification is determined on an instrument-by-instrumant basis.

Gains and losses on these financial assets are never recycled fo profit or loss. Dividends are recognized as other
income in the statement of profit or loss when the right of payment has been established, except when the Company
benefits from such proceeds as a recovery of part of the cost of the financial asset, in which case, such gains are
racorded in OC1. Equity instruments designated at fair value through OCI are not subject fo impairment assessment.

The company's long term investment equity investment as referred in Note no, 7 is stated at FVTOCI with no recycling of
gans & losses upon derecegnition,

Financial assets at fair value through OCI with recycling of cumulative gains and losses (debt instruments)
Thie Company measures debt instruments at fair value throwgh OC1 if both of the following conditions are met:

a) The financial assel is held within a business model with the objective of both holding to collect contractual cash flows
and selling, and

b} The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments af
prncipal and interast on the principal amount outstanding

Far debt instruments at fair value through OCI, interest income, foreign exchange revaluation and impairment losses or
reversals are recognized in the statement of profit or loss and computed in the same manner as for financial assets
measured at amortized cost. The remaining fair value changes are recognized in OCl. Upon derecognition, the
cumulative fair value change recognized in OCI is recycled to profil or loss.
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PUNJAB CAPITAL SECURITIES (PRIVATE) LIMITED

The Company doas not have debl instruments recorded at fair value through OCI with recycling of cumulative gains and
losses,

Financial assets - Derecognition

A financial asset (or, where appliceble a par of a financial asset or part of a Company of similar financial assefs) is
primarily derecognized when:

a) The rights to receive cash flows from the asset have expired; or

b) Thie Company has transferred its rights to receiva cash fiows from the asset or has assumed an obligation to pay the
received cash flows in full without material delay fo & third party under a 'pass-through® arrangement; and either (a) the
Company has fransferred substantially all the risks and rewards of the asset, or (b} the Company has neither transferred
nor relained substantially all the risks and rewards of the asset, but has fransfarred control of the asset

When the Company has transferred its nghts 1o receive cash flows from an asset or has entered info a pass-through
arrangement, it evaluates if, and to what exdent, it has retained the risks and rewards of ownarship. When it has neither
fransferred nor retained substantially all the risks and rewards of the asset nor transferred control of the asset, the asset
is recognized 1o the exent of the Company's continuing invalvement in the asset In that case, the Company also
recognizes an associaled liabilty. The transferred asset and the associated liability are measured on a basis that
reflects the rights and cbligations that the Company has retained

Continuing invalvemaent that takes the form of a guarantee over the transferred asset, is measured at the lower of the
oniginal carmying amount of the asset and the maximum amount of consideration that the Company could be required to

repay
Financial assets - Impairment

The Company recognizes an allowance for expected credit losses ("ECL") for all debt instruments not held at fair value
through profif or loss, ECLs are based on the difference betwean the confractual cash flows due in accordance with the
contract and all the cash fows thal the Company expects fo receive, The shortfall is then discounted at an approximation
1o the assel’s anginal effective inlerest rate.

ECLs are recognized in two slages, For credit exposures for which there has not been a significant increase in credit risk
since initial recognition, ECLs are pravided for credit losses that result from defaull events that are possible within the
nigxd 12-manths (a8 12-month ECL). For those credit exposures for which there has been a significant increase in credit
risk since initial recognition, & Ioss allowance is required for credit losses expected over the remaining life of the
exposure, irespactive of the timing of the default (a lifetime ECL).

The Company considers a financial asset in default when contraciual payments are 60 days past due. However, in
carain cases, he Company may also consider a financial asset fo be in default when internal or axternal information
indicates that the Company is unlikely 1o recaive the outstanding contractual amounts in full before taking into account
any credit enhancements held by the Company. A financial asset is writtan off when thers is no reasonable expectation
of recovering the contractual cash flows

For trade receivables, the Company applies a simplified approach in calculating ECLs based on lifetime expected credit
lossas. The Company has established a provision matrix that is based on the Compamy's historical credit loss
experience, adjusted for forward-looking factors specific to the debtors and the economic environment, The expected
cradit losses are recognized in the statemant of profit or loss

For bank balances, the Company applies a simplified approach in calculating ECLs based on lifetime expecied credit
losses, The Company reviews internal and extarnal informaticn available for each bank balance to assess expected
cradit loss and the lkelihood 1o recelve the outstanding contractual amount, Tha expected credit losses are recognized
in the statement of profit ar loss

Upon adeption of IFRS 9, the Company has no matenal impact on amounts in the staterment of financial position as the
current methodology adequately reflects requirements of the new standards.

Financial liabilities

Financial liabilities - initial recognition

Financaal lizbilives are classified, at initial recogniton, as financial liabilities at fair value through profit or loss, loans and
berrowings, payables, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.

All financial liabilities are recognized initially at fair value and, in the case of loans and borrowings and payablas, net of
directly attributable ransachon cosls

The Comparny's financial liabilities include long term loans, short term borrowings utilized under mark-up arrangements,
craditors, liabilities against assels subject to finance lease, accrued and other liabilities.
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PUNJAB CAPITAL SECURITIES (PRIVATE] LIMITED

Financial liabilities - subsequent measurement
Loans and borrowings

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortized cost using the
EIR method. Gains and losses are recognized in profit or loss when the [abilities are deracognized as well as through
the EIR amartization process.

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are an
integral part of the EIR. The EIR amorization is included as finance costs in the statement of comprehensive income,

This category applies 1o long term loans, short term borrowings utilized under mark-up arangemeants, creditors, labilities
against assels subject 1o finance lease, accruad and other liabilities.

Financial liabllities - derecognition

& financial llability is derecognized when tha obligation under the liability |s discharged or cancelled or expires.

When an exsling financial lability is replaced by another from the same lender on substantially different terms, or the
terms of an existing liability are substantially modified, such an exchange or modification is treated as a derecognition of
the onginal liability and the recognition of 8 new fiability, and the difference in the respective carmying amounts is
recognized in the statement of profit or loss.

Provisions

A provision is recognized in the statement of financial position when the Company has a legal or constructive abligation
as @ result of @ past event, it is probable that an outfiow of rescurces embodying economic benefits will be required o
sattle the obligation and a rellable estimate can be made of the amount of cbligation

Taxation

Currant

Provision of current tax i based on the laxable income for the year determined in accordance with the prevailing law for
taxation of income

The charge for cumant tax is calculated using prevailing tax rates or tax rates expected to apply (o the profit for the year if
enacted after taking into account tax credits, rebates and exemptions, |f any. The charge for current tax also includes
adjustments, where considered necessary, 1o provision for tax made in previous years arising from assessments framed
dunng the year far such years,

Deferred

Delerred tax (s accounted for using the balance shest liability method in respect of all tlemporary differences arising
from differences between the carrying amount of assels and llabilities in the financial statements and the cormesponding
fax bases used in the computation of the taxable profit. Deferred tax liabilities are generally recognized for all taxable
temporary differences and deferred tax assets are recognized 1o 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.

Defarred tax is calculated at the rates are expected to apply o the pericd when the differences reverse based on tax
rates that have been enacted or substantively enacted by the balance sheet date. Deferred tax is charged or credited in
the prafit and loss account, except in the case of items credited or charged to equity in which case it is included in equity.
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PUNIAB CAPITAL SECURITIES [PRIVATE] LIMITED

a7 Intangible assats

Intangible assets acquired separalely are measured on initial recognition at cost. Following initial recognition, intangible
assels are carmed at cost less any accumulated amortization and any accumulated impairment losses. Intemally
generated intangible assets, excluding capitalized development costs, are not capitalized and expenditure is reflectad in
the slatement of comprehensive incoma in the year in which fhe expenditure is incurmed.

Thie useful lves of intangible assets are assessed as either finite or indefinite.

Intangible mssets with finite lives are amortized over the useful economic life and assessed for impairment whenever
there is an indication that the intangible asset may be impaired, The amortization period and the amortization method for
an intangible asset with a finlte useful life are reviewed at least at each financial year end, Changes in the expected
useful life or the expecied pattern of consumption of fulure economic benefits embodied in the assat is accounted for by
changing the amortization period or method, 8s appropriate, and are treated as changes in accounting estimates. The
amarlization expense on intangible assets with finite lives is recognized in the statement of comprehensive income in
the expanse catagory consistent with the function of the intangible assel

Intangible assets having an indefinite useful life are slated al cost less accumulated impairment losses, if any. An
intangible asset is regarded as having an indefinite useful life, when, based on an analysis of all the relevant factors,
there is no foreseeable limit to the period over which asset is expecied fo generale net cash inflows for the company. An
intangible asset with an indefinite useful life is not amortized. However, the carrying amount is reviewed at each
reporting date or whenever there is an indication that the asset may be Impaired, 1o assess whether it is in excess of ils
recoverable amount, and where the carrying value exceeds the estimated recoverable amount, it is writlen down 1o its
estimaled racoverable amount.

Gains or losses ansing from derecognifion of an intangible asset are measured as the difference betwean the net
disposal proceeds and the carrying amount of the asset and are recognized in the statement of comprehensive income
when the asset is derecognized

3.7.1  Trading Right Entitlemant Certificate (TREC):

TREC is classified as imangible assel (with transferable rights), having a perpetual useful life and it is classified as
intangible asset with indefinite useful life. Impairmant assessment is made at the end of each reporting period where the
valualion aliowed by the Pakistan Stock Exchange (PSX) in Base Minimum Capital requirement is considered as
appropriate basis for the unique instrument. Further, TREC is accounted for as per the accounting palicy No. 3.7 stated
abave.

37.2 Lease Rights on LSE Room:

it iz staled al cost less impairmeant if any. The carrying amount is reviewed at each reporing date lo assess whether it is
in excass of its recoverable amount, and where the carrying value exceeds esfimated recoverabla amount, it is written
down to its estimaled recoverable amaunt Further, thesa lease rights are purchased from LSE for indefinite period
hanca no amaortization is charged on the leasa nghits on LSE room,

4 Related party transactions

The Company enters info fransactions with related parties on terms and conditions approved by the Board of Directors.
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PUNJAB CAPITAL SECURITIES (PRIVATE) LIMITED

Mote Dac-21 Jun-21
[ INTANGIBLE ASSETS Rupees Rupees
Right of LSE Room 6.1 4,640,225 4,640,225
Trading right entitternent certificate (TREC) 6.2 2,500,000 2,500,000
7,140,225 7,140,225
6.1 Right of LSE Room
Cost 4,640,225 4,640,225

611  This represents cost lease rights given by LSE Financial Services Limited to the company with indefinite useful
life. These are considered to be indefinite as there is no foreseeable limit on the period during which an entity
expects to consume the future economic benefits. The lease right was purchased on 24 April 2017 amounting to

Rs.4,374,500.
Dec-21 Jun-21
6.2 Trading right entitlement certificate (TREC) Rupees Rupees
Carrying value 6.2.1 2,500,000 2,500,000

621 The cost of TREC is Rs. 5,000,000 (June-2021: Rs.5,000,000). This represents the trading right entitiement
certificate which is given by Pakistan Stock Exchange in erder to carry out trading. In the year ended 20 June
2018, SECP has reduced the notienal value of transferable TRE Certificate from Rs.5 million to Rs.2.5 million for
the purpose of Base Minimum Capital (BMC) through its notification PSX/N-7178 dated 10 Movember 2017
According, the Company has charged an impairment of Rs. 2.5 million on TREC in the year ended 30 June
2018.

Further, the TREC is under lien in favor of PSX to meet the requirement of Base Minimum Capital (BMC) of the
Risk Management Regulation of PSX Rule Book,

MNote Dec-21 Jun-21
7 LONG TERM INVESTMENTS Rupees Rupess
FVYTOC| as referred in Maote 3.5.1 (C))
843,975 (June-2021: 843,975) Shares of LSE Financial 7.1 20,466,394 20533912
Services Lid
71 Cost 20,533,912 18,605,530
Revaluation (loss) / gain during the year (67,518) 928,373
Closing value 20,466,394 20,533,912
7.2 In absence of active market for shares of LSE Financial Services Limited, it is measured using net asset valua of

Rs. 24,25 {June-2021: Rs. 24 33), which approximates the fair value of shares of LSE Financial Services Limitad
as majority assats held by LSE Financial Services Limited are carried at revaluation / fair value model.

7.3 LSE Financial Services Limited shares are under lien in favor of PSX to meet the requirement of Base Minimum
Capital (BMC) of the Risk Management Regulation of PSX Rule Book,

Note Dec-21 Jun-21

g LONG TERM SECURITY DEPOSITS Rupees Rupees
Mational clearing company of Pakistan limited (NCCPL) 200,000 200,000
Central depository company 100,000 100,000
Pakistan stock exchanga (PSX) 8.1 6,490,527 1,490,491
Basic deposit for regular 200,000 200,000
Basic deposit for future 1,000,000 1,000,000
Deposit against MSF 100,000 100,000
Others 101,500 1,500
8,192,027 3,001,991

8.1 This represents deposit with Pakistan stock exchange to meet the Base Minimum Capital (BMC) requiremant of
the Risk Management Regulation of PSX Rule Book.

Note Dec-21 Jun-21
9 TRADE DEBTORS Rupees Rupees
Receivable from customers 91&92 1,599,673 21,923,368
Receivable against margin financing 5,168,847 10,732,516
Receivable from NCCPL 1,010,075 -

T



9.1

Receivables above 5 days net-off collateral (after applying haircut)

.11

8.2

2.21

10

101

11
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PUNJAB CAPITAL SECURITIES (PRIVATE) LIMITED

Dec-21 Jun-21
Rupees Rupees
Aging Analysis
Within 5 days 385,453 20,057,055
Above 5 days 1,214,220 1,666,313
1,599,673 21,823,368
2141 209,380 1,677,567

As per clarifications issued by PSX in its notice PSX/N-8741, this information is required as additional disclosure

and does not provide accounting treatment hence no provision was recorded,

Due from Related Parties

The Bank of Punjab 1,306,246 1,565,134
Head of internal audit - 23
1,306,246 1,565,157

The aging of trade debts receivable from related parties as at reperting date iz as follows:

MNeither pnas'l Total amount
due nor Past due but not impaired recaivable
0-30 days 31-60 days 61-90 days  91-180 days

31-Dec-21 652,483 284,659 369,104 - 1,306,246
30-Jun-21 747,251 115,210 702 695 - 1,865,157

Maximurmn amount due from related parties during the year, calculated by reference to month-and balances, was

Rs. 1,306,245 {June-2021; Rs.2,520,883).

MNote Dec-21 Jun-21

ADVAMNCES, PREPAYMENTS AND OTHER RECEIVABLES Rupees Rupees
Advances to suppliers 797,140 28,990
Prepayment 99,303 1,426
Securnty deposit 10.1 29,917,195 33,400,000
Accrued markup on margin financing 123,164 180,149
30,936,802 33,610,555

This represents deposits with the Pakistan Stock Exchange Limited against regular trade and future trade

exposure at variable rate.

Note Dec-21 Jun-21
Rupees Rupees
TAX DUE FROM GOVERNMENT
Tax refund due from Government 2,752,370 2,204,056
Advance tax paid 347,529 928,965
3,098,899 3,134,021
Less:Adjustment during the period (1,558,408) (381.651)
1,541,491 2,752,370
Note Dec-21 Jun-21
CASH AND BANK BALANCE Rupees Rupees
Cash in hand . -
Balance with bank
Current accounts 121 25,548,482 25,932,572
Saving accounts 12.2 2,660,203 2,391,307
28,208,685 28,323,879
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PUNJAB CAPITAL SECURITIES (PRIVATE) LIMITED

The bank balance include customers bank balance held in designated bank accounts amounting to Rs. 24.87
millign (June-2021; Rs. 25.55 million).

The balance in saving account bear mark-up at the rate 3.41% lo 4% per annum. (2021: 3.41% to 4.5%)

The bank balance include provident fund's bank balance held in designated bank account amounting to Rs.
2.600,785 ( June 2021, Rs; 2,124,155),

Mote Dec-21 Jun-21
SHARE CAPITAL Rupees Rupees
Authorized
20,000,000 (2021: 20,000,000) ardinary shares of Rs.10 each 200,000,000 200,000,000
Issued, subscribed and Paid up share capital
7,650,000 (2021; 7,650,000 ) ordinary shares of Rs.10 each
fully paid-up in cash 76,500,000 76,500,000
DEFERRED TAXATION - NET
Daferred tax liability 14.1 599,483 12,179
Taxable temporary differences:
- Accelerated depreciation on property, plant and equipment 80,144 137,312
- Accelerated depreciation on intangible assels 631,099 674,255
- Accelerated amortization on investment 1,616,605 1,636,185
2,327,848 2,447,752
Deductible temporary diffarences:
- Brought forward business losses (853,384) (853,384)
- Brought ferward depreciation expense losses (454,058) {454,058)
- Alternate corporate tax (420,923) (1,128,131}
{1,728,365) (2,435,573)
599 483 12,178
Note Dec-21 Jun-21
TRADE AND OTHER PAYABLES Rupees Rupees
Trade payables 151 13,881,979 35,783,822
Fayable to NCCFL 2,200,851 7,925,163
Provident fund payable 2,687,107 2.210,988
Others payable 2,633,150 3,494 818
21,403,087 49,384 791

The above balance of Rs.13 881,979 (June-2021: 35 763,822) has been reported under trade date basis while
the balance under settlement date basis amounis to Rs. 15,052,578 (June-2021: 24, 318,184).

Dec-21 Jun-21
The following amounts are payable to related parties Rupees Rupees
Chief Executive Officer 23,648 152,083
Head of Operations 11,714 402
Head of Risk 288 5,206
Head of Internal audit 290 £
35,940 157,701

CONTINGENCIES AND COMMITMENTS
The Company does not have any contingency and commitments as on the reporting data {2021: Nil).
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PUNJAB CAPITAL SECURITIES {PRIVATE) LIMITED

From Far the year
July to Dec ended
2021 30 June 2021
Rupees Rupees
17 BROKERAGE INCOME
Gross brokerage income 17,924,822 31,017,568
Less. Federal excise duty (2,867,972) (4,862.811)
156,056,850 26,054,757
17.1  Major revenue streams
Retail clients 11,478,473 20,055,298
Institutional clients 3,678,377 5,999 450

95,056,850 26,054,757

Geographical Region:

Pakistan 15,056,850 26,054 757
Timing of provision of services:

Service provided to customer at point in time 15,056,850 26,054 757

18 Administrative expenses and operating expenses

Salaries, allowances and othar benefits 18.1 5,302,245 10,450,066
Sales reward allowance 2,552,471 4,396,230
Shariah advisar fee 300,000 &00,000
Rent, rates and taxes 109,218 18,669
Repairs and maintenance 132,257 307,278
Utilities 329,049 508,187
Fees & subscription 147 660 450,307
PSX, cleaning house and COC charges, etc 747,722 1,448 047
insurance charges 176,231 210,829
Travelling and conveyance 22,400 45,243
Depreciation 95,645 238,256
Communication, printing and stationery 125,253 178,046
Legal and prafessional charges 285,625 315,035
Marketing Expanse 126,630 220,370
Entertainment 117,340 144 622
Penalty 182 - 275,000
Auditor remuneration 18.3 260,000 260,000
Miscellaneous expenses 9,407 19,605

10,889,053 20,085,790

181 Salaries, allowances and other benefits include Rs. 217 068 (2021:Rs.495352) in respect of provident fund
contribution paid by the Company,

18.2 The Securities and Exchange Commission of Pakistan has imposed penalty of Rs. 275,000/~ under section 4 A of
the act an viclation of AML regulations. The company has filed appeal in appellate bench of SECP.

18.3  Auditor Remuneration

Statutory audit 200,000 200,000
Cerlifications 50,000 50,000
Out of pocket expanses 10,000 10,000

260,000 260,000
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QOTHER INCOME

Profit on bank deposit

Margin finance income

Return on exposure deposil with PSX

Cividend income

Base minimum capital profit an long-term deposit
Miscallaneous Income

BANK CHARGES

Bank charges
FED charges

TAX

Currani tax
Deferred lax

PUNIAB CAPITAL SECURITIES (PRIVATE] LIMITED

From Far the year
July to Dec endad
— 2020 2 30June 2021

Rupees Rupees

3,775 299,581

269,389 842,020

709,794 1,083,023

758,578 550,783

. 12,830

8,605 392,756

1,751,141 3,220,993

6,260 19,750

1,002 3114

7,262 22 864

1,004,985 1.558,406

587,304 12,179

1,592,288 1,570,585

There is no relationship batween tax expense and accounting profit since the Company's profil are subject lo lax under
the alternale corparale tax for the current year, Accordingly, no numerical reconcilialion has been presented.

REMUNERATION OF CHIEF EXECUTIVE, DIRECTOR AND EXECUTIVES

The aggregate amount charged in the financial statemenits for the year for remuneration, including all bensefils, to the
Chief Executive, Director and Execulives af the Company are as Tollows:

Chief Executive Executives
From Faor the year From Far the year
July to Dec ended July to Dec ended
2021 30 June 2021 2021 30 June 2021
Rupeas Rupeas Rupees Rupees
Managerial remuneration 1,567,104 2,640,000 2,204,850 4,147,350
Cther benefits 533,067 982,214 30,000 60,000
Bonus 462,000 171,054
Provident fund 81,588 149,814 114,792 200,301
2,181,759 4 234 028 2,349 642 4,578,745
Mo. of persons 1 1 5 5

RELATED PARTY TRANSACTION

The related parties comprise paranl, Key management personnel, directors and post employment benefit plans. The
Company in the normal course of business carries oul transactions with various related parties. Amounts due from and lo
related parties are shown under respeclive notes of these financials stalemenl. Other significant transactions with related

parties are as follows:

Relationship with company Mature of transactions 31-Dec-21 30-Jun-21
Rupees Fupees

Parent company

The Bank of Punjab Erokerage income 1,934,378 4,796 234

Key management personnel

Chief Executive Officer Commission earned 729,167 1,080,299

Head cf Operations Commission earned 3,443 30,180

Head of Internal Audit Commission earned 3 T8 15,261

Head of Risk Commission eamed GS0 2,297

Subsequent Event

Subsequent 1o the year end, the Board Of Directors approved dividend al Ihe rate of Rs .56 per share in meeting held

on 8 April 2022

i
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PUNIAB CAPITAL SECURITIES [PRIVATE] LIMITED

242 FINANCIAL RISK MANAGEMENT
The company's operations expose |t to a variety of risk factors. This includes risk factors such as market risk, liquidity
risk and credit sk, These risks need to be mitigated and managed in order for the company io be able to provide 8
return to its sharehalders. Risk management is camied oul by the company’s manager risk. The exposure to risk has
been minimized. We have analysed the various forms of risk that the company faces and the possible impacts that
such nisks would have.

24.3  Markot risk

Market risk |5 the risk that the fair value of fulure cash flows of a financial instrumaent will fluctuate because of the
changes in market prices, There are three types of markst risks: Currency Risk, Interest Rate Risk, and other price risk,

24.3.1 Currency risk
Currency risk is the risk that the future fair value of cash flows of a financial instrument will fluciuate due to exchange
rate differentials. Since the Company does not deal in foreign currencies, no curmency risks exist at the moment

24.3.2 Interest ! mark-up rate risk

Interast / mark-up rate risk is the risk that value of a financaal instrument or future cash flows of a financial instrument
will fluctuate due to changes in the market interest / mark-up rates, Sensiivity to interast / mark up rate risk arises from
mizmaiches of financial assets and liabilities that mature or re-price in @ given period, The Company manages these
mismalches through risk management strategies where significant changes in gap position can be adjusted. The
Company is not exposed 1o any short term borrawing arrangements having variable rate pricing. However, the company
does have a few financial assets and liabiliies, on which the axposure has been estimated below:

Dec-21 Jun-21
Financial assets Rupees Rupees
Long term security deposil 6,480,527 1,490,451
Trade debts 5,168,847 10,732,516
Advances, prepayments and other receivables 29,917,195 33,400,000
Cash and bank balances 2,660,203 2,391,307

44,236,772 46014314

Financial liabilities
Trade and ciher payables 2,887,107 2,210,988
2,687,107 2,210,988

41,548.665 45803326

The fallowing table demonsirates the sensitivity to a reasonable possible change in interesl rates on floating rate
bormawings and balances, with all other variables held constant, of the Company's profit before tax:

Increasal
Effect of
decrease Effect on
profit!{loss)
in basis o G equity
points
(Rupees)
Dec-21 +100 (415,497) {285,003)
=100 415,487 295,003
Jun-21 +100 {458,033) (325,203)
-100 458,033 325,203

24.4  Liquidity risk

Liquidity risk is the risk that the Company will not be able to meel ils financial obligations as they fall due. Prudent
liquidity risk management implies maintaining sufficlen! cash & cash equivalents and markelable securiies and the
ability 1o close out market positions due to dynamic nature of the business. Currently, there is no liquidity risk.

Thi following are the contractual maturities of financial lizbilities:
Carrying Contractual cashflow Less than  Betweenone  More than

amount one year to five years
five years

Dec-21 Rupees

21,403,087 21,403,087 21,403,087 - -
Trade and other payables 21,403 087 21 4I:I3II:IHT 21,403,087 - -
Jun-21

49,394, 791 45,354,791 48,394 791 - -
Trade and other payables 49,394 781 49 394 781 48,384 791 - -
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245  Credit risk

Credit risk is the risk of financial loss fo the Company If a counierparty to a financial instrument fails o meel its
confraciual obligations. The Company believes that it is not exposed to major concentration of credil risk. To manage
expasire to credit risk, the Company applies credit limits and deal with credit worthy parties. It makes full provision
against those balances considered doubtful and by dealing with variety of majar banks and financial institutions. The
Company is not materially exposed to credit risk,

The credit quality of financial assets that are neither past due nor impaired can be assessed by reference to axtarnal
credit ratings or to historical infarmation about counterparty default rate. The table below shows the bank balances held
with some major counterparties al the balance sheet date:

Rating Dec-21 Jun-21
Banks Short Long Rupees Rupees
term term Agency
Bank Alfalah Ltd A+ Abd PACRA 19,955,621 20,841,936
Bank AL Habib Lid A1+ AR PACRA 4,976,905 5,863,908
MCB Bark Lig Al+ AL, PACRA 3,276,159 1,518,035
28200885 26323670,

The maximum exposure to credit risk is equal to the carrying amount of financial assets. The maximum exposure 1o
credil risk at reporling date is as follows:

2021 2020
Rupees Rupaes
Trade debts 7,778,585 32,655 884
Deposits 38,109,222 35 491,991
Bank balances 28,208 685 _ 28,323 879
T&ﬁﬁiﬂ a7 4?1.?54

246  Fair values of financial instruments

Fair value is the amount for which an asset could be exchanged, or a liability sattled, between knowladgeable, willing
parties in an arm’'s length transaction. The estimated fair values of all the financial assets and liabilibes are mol
materialiy different from their book values as at the balance sheet date.

Level 1: quoted (unadjusted) prices in active markets for identical assets or liabiities

Level 2 sther technigues for which all inputs which have a significant effact on the recorded fair value are chsarvabla
aithar, directly or indirectly

Level 3: techniques which use inputs that have a significant effect on the recorded fair value that are not based on
observabla markat data.

The follewing table presents the Company's assels and liabilities that are measured al fair value as st Dec-31-2021:

Assets Lewvel 1 Level 2 Level 3
LSE Financial Servicas Limited - - 20,466,394
24.7  Net Capital Balance

Mat capilal requirements of the Company are set and regulated by Pakistan Steck Exchange Limited. These
reguirements are put in place to ensureé sufficient solvency margins and are based on excess of curment assels ovar
currant liabilities,

The Net Capital Balance as required under Third Schedule of Sacurities and Exchange Rules, 1871 read with the SECP
guidalines is calculated as follows;

MNote Dec-21 Jun-21
DESCRIPTION Valuation Rupees Rupeas
CURRENT ASSETS
Cash and bank balances
Pertaining o hawse account As per book value 3,331,479 2,773,927
Pertaining to client account As per book valug 24,877,206 25,549,952
12 28,208,685 283234878
Deposits agams! exposung 10 29,917,185 33,400,000
Trade receivables Book value 9 7,778,595 32655584
l@ss overdue for more than 14 days (1,137,763) {1,381,883)
24.7.2 6,640,832 31273990

g
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Hote Dec-21 Jun-21
Rupees Rupeas
Securilies purchased for clent  Securities purchased for the client
and held by the member where the
payment has not been received within
W dam 108,363 28,767

64,876,075 93,026,637
CURRENT LIABILITIES

Trade payablas Book value 15 16,082,830 43,688,965
Less those overdue for more than 30
days (7,247 885) 6,968,437
24.7.3 8,834,945 38,720,548
Other liabiliies 2474 13,573,127 14,232,649
22,408,072 50,853,187
Mot capital balance as at 31 December 2021 42,468 003 _ 42 UTE&Q

24.7.1 Basis of accounting

This statement of Net Capital balance has been prepared in accordance with the reguirements of the Second Schedule
of the Securities brokers {Licensing and Operations) Regulations, 2016 (the Regulations) Read with Rule 2(d) of the
Securilies Exchange Commission (SEC) Rules 1871 (SEC Rules 1971) Issued by the Securities & Exchange
Commission of Pakistan (SECP)

Mote Dec-21 Jun-21

24.7.2 Trade receivables Rupesas Rupees
Recelvable against margin 9 5,168,847 10,732,516
Other trade receivables g 1,599,673 21,923,368

7,778,585 32,655,884

Less over due for more than 14 {1,137,763) {1.381,893)
6,640,832 3127380

24.7.3 Trade payables

Trade payables 16,082,830 43,686,985
Less more than 30 days (7,247,885} (6,968 437)
payable

B.834945 _ 36720548

24.7.4 Other liabilities

Trade payables for more than 30 days 7,247,885 8,968 437
Prowdent fund payable 2,687 107 2,210,988
Diher payables 2,633,150 3,454 818
Prowvision for income 1ax 1,004,985 1,558,406

13,573,127 14,232 B4%

T
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24.8 Liguld Capital Statement

5. No. [Head of Account Value in
Pak Rupees

1 Assets

1.1 Propery & Equipment 1,124,632 1,124 632 -

1.2 Intangible Assets 7,140,225 7,140,225

1.3 Invastment in Govl. Securities . s -

1.4 Invastmant in Debl Securities =

If listed than -
i.' 5% of the balance sheel value in tha case of tenure uplo 1 year -
ii. 7.5% of the balance sheet value, in the case of tenure from 1-3 - =
i, 10% of the balance sheel value, in the case of tenure of more than = -
3 years.
If unlisted than: =
i, 10% of the balance sheel value in the case of tenure upto 1 year. - &
. 12.5% of the balance sheet value, in the case of tenure from 1-3| - %
iii. 15% of the balance sheel value, in the case of tenure of more than - =
3 yaars

1.5 Invastmant in Equity Securities L

i, If listed 15% or VaR of each:securities on the culoff date as
computed by the Securifies Exchange for respectve securities
whichever is higher ||
i It unbsted, 100% of carrying value. 20,466,394 20,466,354 =
iii.Subscription money against Investment in IPOVoffer for Sale. - - -
Amount paid as subscriplion money provided that shares have nof
been allotted or are nof included in the invesiments of securities]
broker Il
iv.100% Haircut shall be applied o Value of Investment in any assel = o >
including shares of listed securities that are in Block, Freeze or Pledge|
stalus as on reparting date. (July 19, 2017)
Prowvided that 100% haircut shall not be applied In case of investment
in thosa securibes which are Pladged in favor of Stock Exchange /]
Clearing House against Margin Financing requirements or pladged in
favar of Banks against Short Term financing arrangements. In such
cases, the haircut as provided in schedule |l of the Regulatons in
respect of investment In securities shall be applicable (August 25,
20M7)

16 Invasiment in subsidiaries - . =

. Investment in associated companiesfundertaking -
i, If sted 20% or VaR of each secunties as computed by the - - -
Securities Exchange for respective securities whichever is higher.

ii, If unlisted, 100% of net value. = - L
Statutory or regulatory depositafbasic deposits with the exchanges, 8,080,527 8,090,527 -
cleaning house or central depository or any other entity.

18

i Margin ceposits with exchange and cleanng house 29,917,195 - 29,817,185
Deposit with aulhonzed intermediary against borrowed  securities - - -

10 junder SLB.

111 |Other deposits and prepayments 887,943 997,943 -
Accrued imerast, profit or mark-up on amounts placed with financial ) - -
instiutions or debt securities el (Nil)

tils 100% in respect of markup accrued on loans o directors, subsidiaries 123,164 . 123,164
and other ralated parlies

"!E
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1.13__ |Dividends recaivables. - - :

Amounts recesvable against Repo financing. = - -
Amount paid as purchaser under the REPO agreemaent. (Securities,
purchased under repa arangement shall not be included in the
investments.)

i, Shorl Term Loan To Employees: Loans are Secured and Due for|
1.15 |repayment within 12 menihs
i. Receivables other than trade receivables 1,541,491 1,541 481 =

Receivables from clearing house or securities exchange(s) -
1.16

100% walue of claims other than those on account of entitlements - - -
apainst rading of securities in all markets including MM gains

claims on account of entilernants against trading of securities in all 1,010,075 - 1.010,075

markets including MM gains.

1.17 _ |Receivables from cusiomers
i. In case receivables are against margin financing, the aggregate i 5,168,847 3,084,908
(i} value of securities held in the blocked account after applying VAR
based Haircut,

(i) ©cmsh deposited @s collateral by the financee
(i) market value of any securities deposited as collateral afier
apphying VaR based haircut

i. Lower of net balance sheet value or value determined through
adjustments

3,084,808

i Incase receivables are againel margin trading, 5% of the nel - = -
balance sheat valua.

ii. Met amount after deducting haircut
jii, Incase receivables are against securities borrowings under SLB, - 5 -

the amount paid to NCCPL as collateral upon entering inte contract,
iii, Net amount after deducting haircut

iv. Incase of other trade receivables no! more than 5 days overdue, 110,274 - 110,274
0% of the net balance shaet value.

iv. Balance sheat value

v Incase of other trade receivables are overdue, or 5 days or mare, 183,153 27.056 27056
the aggregate of {i} the market value o

zacurities purchased for customers and held in sub-accounts afier

applying WisR based haircuts,

(i} cash deposited as collateral by the respective customer and

(iii) tha market value of securities held as collateral after applying VaR

based hairculs

v. Lower of net balance sheet value or value determined through
Bdjustments

vi. 100% hawrcut i the case of amount recenvable form relaled parbes. 1,306,246 1.306, 246 -
118 |Cash and Bank balances -
|, Bank Balance-proprietary accounts 3,331,479 - 3331479
ii. Bank balance-customer accounts 24,877,208 - 24,877 206
iia. Cash in hand - - -
1,18 |Total Assels 105,388,851 43,778,422 || 62,481,357
2 Liabilities
21 __|Trade Payables Il :
i, Payabla to exchangas and cleanng house 2,200,851 - 2,200,851
ii. Payable agamst leveraged markel products - . -
lil. Payable 1o customers 13,861,979 - 13,681,979

'111:
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2.2

Current Liabilities

|. Siatutory and regulatory dues

i, Accruals and other payablas

2,833,150

2,633,150

iii. Short-term borrowings

iw. Currant portion of subordinated loans

v Current portion of long term labilities

vi, Deferred Liabilities

vil. Provision for bad debis

wvilil. Provision for taxation

%, Other liabilities as par accounting principles and included in thej
financial slatemants

23

MNon-Current Liabilities

i. Long-Term financing

8. Long-Term financing obtained from financial institution; Long tarm
partion of financing obained from a finencial institubion including
amount due against finance lease

b. Other long-term financing

i, Staff retirement benefits

2687107

2,687 107

iii. Advance against shares for Increase in Capital of Securities broker:
100% haircut may be allewed in respect of advance against shares if;
a. The existing authorized share capial allows the proposed enhancad
share capital

b Board of Directors of the company has approved the increase in
capital

& Relevant Regulatory approvals have been obtained

d. There is no unreasonable delay in issue of shares against advance
and afl regulatory requirements relating to the Increase in paid up
capial have been completed.

g Auditer s satisfied that such advance is against the increase of]
capdal

iw. Other lisbilites as par accounting principles and included in the
financial sl.alumﬁr)ts

2.4

Subaordinated Loans

i. 100% of Subordinated loans which fullill the conditions specified by
SECP are allowed io be deducted

The Schedule Il provides that 100% haircut will be allowed against)
subordinated Loans which fulfill the conditions specified by SECP. In
this regard, following conditions are specified:

a. Loan agreement must be executed on stamp paper and musi
clearly reflect the amount to be repaid after 12 months of reperting
pariod

b. Mo haircut will be allowed against shorl ferm porion which is
repayabie within next 12 months.

¢ In case of early repayment of loan, adjusiment shall be made to the
Ligusd Capital and revised Liguid Capital statement must be submitted
1o exchange.

il. Subordinated Joans which do not fulfill the conditions specified by
SECP

2.5

Tolal Liabilibes

22,408,072

22,408,072

Ranking Liabilities Relating
b s

Concentration in Margin Financing

The amount calculated client-lo- client basis by which any amaount
receivable from any of the financees excead 10% of ine aggregate of]
amounts recalvable from total inancees

5,154,776

5,154,776

T
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Cancentration in securities landing and bormowing

The amount by which the aggregate of:

(i) Amount depasited by the borrower with NCCPL

(i) Cash margins pakd and

(i) The market value of securilies pledged as margins exceed the
110% of the marke! value of shares borrowed

3.3

Net underwnbing Cammitments

{a) in the case of right issues - if the market value of securities is less)
than or equal to the subscription price;

the aggregate of.

{i) the 50% of Haireut multiplied by the underwriting commitments and
{ii) the value by which the underwriting commitmants exceeds the
markel price of the secunties.

In the case of rights issues where the market price of securties is
greater than the subscription price, 5% of the Haircut muliphed by the
net underanbing

(b} in any olher case | 12.5% of the net underwriting commitments

34

Megativie equity of subsidiary

The amount by which the total assats of the subsidiary { excluding any
amount dug fram the subsidiary} excead the total liabilites of the)
subsidiary

38

Foreign exchange agreements and fareign cumency positions

5% of the net pesition in foreign cumency Net pasition in foreign
currency means the difference of total assels denominated in foreign
currency less total liabilites denominated in foreign currency

3.6

Amaount Payable under REPO

3.7

Repo ad:usimant

In the case of financierpurchaser the total amount receivable under
Repo less the 110% of the market value of underlying securities.

In the case of financea/saller the market valua of underlying securities)
after applying haircut less the total amount received less value of any
sacuriies deposited as collateral by the purchaser afier applying|
haircut less any cash deposited by the purchaser,

a8

Concentrated propristary positions

I the market value of any securily is between 25% and 51% of the|
total proprietary positions then 5% of the value of such security. If the
market of a security exceeds 51% of the proprietary posiion, then
10% of the value of such security

276,360

276,380

3.9

Opening Positions in fufunes and options

i. In case of customer positions, the total margin reguirements in
respect of open positions less the amount of cash deposiled by the
customer and the value of securities held as collateralf pledged with)
securiies exchange after applying VaR haircuts

il. In case of proprietary positions | the total margin requiremants in
respect of apen posibons to the extent not already met

Short sall positions.

i, Incase of customer positions, the market value of shares sold shor
in ready markat on behalf of customers after increasing the same with
the WaR based haircuts less the cash deposited by the customer as
coflateral and the value of securities held as collateral after applying
VAR basad Haircuts

i Incase of propretary positions, the markel value of shares sold short
in ready markel and nol yet settled increased by the amount of VAR
based haircut less the value of securities pledged as collateral after
applying hairculs,

Tolal Ranking Liabdilies

5431136 I[

5,431,138

Total Liquid Capital

B2 980,779

38,348 266

T4.642,145

"'ﬁﬂ
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Basis of preparation

This Statement of Liquid Capital has been prepared in accordance with the requirements of the Third Schedule of tha
Securiies Brokers (Licensing and Operations) Regulations, 2016 (the Regulations) issued by the Securities &
Exchange Commission of Pakistan (SECP).

Capital risk management

The Company's prime chjective when managing capdal is to safeguard its ability to conlinue 8s a going concem in
order to pravide adequate returns for shareholders and benefits for other shareholders and to maintsn an optimal
capilal structure 1o reduce the cost of capital, Currently, the Company has zero barrowing at balance sheet thus
minimizing the gearing ratio.

No. of employees Dec-21 Jun-21
Number Number

The total and average number of employees respectively are as follows:

MNumber of employeas 12 15
Average number of employeas 12 12
Note Dec-21 Jun-21
Capital adequacy level Rupeaes Rupees
Total assats 27 105,388,851 129,084 803
Less: Tolal liabilities 23,007 555 50,977,555

Revaluation surplus

23,007,555 50,977,555

Capital adequacy level 52,381,296 78117 248

Whila determining the value of the lotal assels of the TREC Holder, Notional value of the TRE certificate held by the
Company as at period ended 31 December 2021 as determined by Pakistan Stock Exchange has been considered.

Date of authorization

These financial statements have been authorized for Issue by the Board of Directors of the Company on
a2

e kol
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