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INDEPENDENT AUDITOR’S REPORT

To the members of H.H MISBAH SECURITIES (PRIVATE) LIMITED

Report on the Audit of the Financial Statements

Opinion

We have audited the annexed financial statement of H.H MISBAH SECURITIES (PRIVATE)
LIMITED, which comptise the statement of financial position as at June 30, 2018 and the statement of
profit or loss and other comprehensive income, the statement of changes in equity, the statement of cash
flow for the year then ended, and notes to the financial statements, including a summary of significant
accounting policies and other explanatory information, and we state that we have obtained all the
information and explanations which, to the best of our knowledge and belief, were necessary for the
purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us, the
statement of financial position, statement of profit or loss and other comprehensive income, the statement
of changes in equity and statement of cash flow 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, 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, 2018 and of the profit for the year then ended; and other comprehensive
income, the changes in equity and its cash flows for the year then ended.

Basis for Opinion

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

- with International Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants
as adopted by the Institute of Chartered Accountants of Pakistan / Institute of Cost and management
Accountants (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 Pakistan and the requirement of
Companies Act, 2017 and for such internal control as management determines is necessary to enables the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Company or to cease
operation, or has no realistic alternative but to do so.

Board of directors are responsible for overseeing the Company’s financial reporting process.
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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 obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, mistrepresentations, 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. Qur conclusions are based on the audit evidence obtained up
to the date of our auditor’s report. However, future events or conditions may cause the Company
to cease to continue as a going concern.

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

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

We also provide the board of directors with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters
that may reasonably be thought to bear on our independence, and where applicable, related safeguards.
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- Report on Other Legal and Regulatory Requirements

Based on our audit, we further report that in our opinion:

a)
b)

©)

d

proper books of account have been kept by the Company as required by the Companies Act, 2017;

the statement of financial position, the statement of profit or loss and other comprehensive
income or the income and expenditure account, 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 and are in agreement with the books of account and returns;

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

No zakat was deductible at source under the Zakat and Ushr Ordinance, 1980.

The engagement partner on the audit resulting in this independent auditor’s report is Imran Igbal
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KARACHI

DATE: 25 September, 2018
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H.H MISBAH SECURITIES (PRIVATE) LIMITED
STATEMENT OF FINANCIAL POSITION

AS AT JUNE 30, 2018
2018 2017
Note (Rupees) (Rupees)
ASSETS
NON CURRENT ASSETS
Property and equipment 4 18,984,919 10,873,650
Intangible assets 5 2,500,000 5,000,000
Investment - available for sale 6 21,353,582 41,163,833
Long term deposits 7 1,605,858 1,105,858
44,444,359 58,143,341
CURRENT ASSETS
Trade debts - unsecured considered good 8 54,386,422 56,185,986
Short term investment 9 87,469,439 73,823,955
Advances, deposits, prepayments and other receivables 10 76,337,474 98,580,927
Cash and bank balances 11 96,349,779 120,858,254
314,543,114 349,449,122
358,987,473 407,592,463
EQUITY AND LIABILITIES
CAPITAL RESERVES
Authorized capital 121 120,000,000 120,000,000
Issued, subscribed and paid-up capital 12.2 55,000,000 55,000,000
Surplus/(Deficit) - Investment available for sale 18,722,823 25,134,303
Unappropriated profit 208,221,848 221,764,209
281,944,671 301,898,512
NON-CURRENT LIABILITIES
Long term loan 13 3,500,000 5,000,000
3,500,000 5,000,000
CURRENT LIABILITIES
Trade and other payable 14 73,542,802 100,693,950
73,542,802 100,693,950
Contingencies and commitments 15
358,987,473 407,592,462

The annexed notes form an integral part of these financial statements.
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H.H MISBAH SECURITIES (PRIVATE) LIMITED

STATEMENT OF PROFIT AND LOSS
FOR THE YEAR ENDED JUNE 30, 2018

- Operating revenue

Operating and administrative expenses
Impairment - TREC
Provision for doubtful debts

Other income

NET PROFIT/(LOSS) BEFORE TAXATION

Taxation

NET PROFIT/(LOSS) AFTER TAXATION

Note

16

17

5.2

18

19

The annexed notes form an integral part of these financial statements.
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2018 2017

(Rupees) (Rupees)
41,405,196 77,721,366
(35,602,647)  (46,156,963)

(2,500,000) -
- (21,044,669)
(2,757,305) 62,763,082
545,244 73,282,817
(14,087,605) (2,376,312)
(13,542,361) 70,906,505
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H.H MISBAH SECURITIES (PRIVATE) LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2018

2018 2017
(Rupees) (Rupees)
Profit/ (loss) for the year (13,542,361) 70,906,505
Other comprehensive income:
Unrealised gain/(loss) on revaluation of investments available for sale (6,411,480) 25,134,303
TOTAL COMPREHENSIVE INCOME/(LOSS) (19,953,841) 70,906,505

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

“\
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H.H MISBAH SECURITIES (PRIVATE) LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2018

Balance as at June 30, 2016

Net profit/(loss) for the year

Surplus/ (Deficit) - Investment
available for sale

Balance as at June 30, 2017

Net profit/(loss) for the year

Surplus/ (Deficit) - Investment
available for sale

Balance as at June 30, 2018

The annexed notes form an integral part of these financial statements.
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Issued, .
1
subscribed and Accumulated Surp }ls / (Deficit) Total
id ital Profit/(Loss) on invesment
Pad-up capial available for sale
Rupees
55,000,000 150,857,705 205,857,705
. 70,906,504 70,906,504
. - 25,134,303
25,134,303
55,000,000 221,764,209 25,134,303 301,898,512
- (13,542,361) - (13,542,361)
- - (6,411,480) (6,411,480)
55,000,000 208,221,848 18,722,823 281,944,671
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H.H MISBAH SECURITIES (PRIVATE) LIMITED
STATEMENT OF CASH FLOW
FOR THE YEAR ENDED JUNE 30, 2018

2018 2017

Note (Rupees) (Rupees)
CASH FLOW FROM OPERATING ACTIVITIES
Profit/ (loss) before taxation 545,244 73,282,816
Adjustment for non-cash items:
Depreciation 2,344,281 1,177,096
Capital Gain on investment available for sale 31,509,523 (42,837,495)
Provision for bad debts - 21,044,669
Capital Gain - Realized on short term investment (16,342,417) -
Dividend income (3,273,829) (3,416,889)
Impairement- TREC 2,500,000 -
Operating profit before working capital changes 16,737,558 (24,032,619)
Changes in _working capital
Decrease /(Increase) in trade debts 1,799,564 (1,039,950)
Decrease /(Increase) in advances, deposits and prepayments 22,821,272 (46,361,683)
(Increase) in long term deposits (500,000)| (495,190)
(Decrease) / increase in trade and other payable (27,151,148) 53,533,367
Net changes in working capital (3,024,313) 5,636,544
Taxes paid (14,671,424) (15,625,323)
Net cash (used in)/generated from operating activities (412,935) 39,261,418
CASH FLOW FROM INVESTING ACTIVITIES
Acquisition of property, plant and equipment (10,455,550) (1,636,850)
Proceeds from sale of PSX shares 13,398,772 66,881,795
Proceeds from short term investment (28,812,590) -
Dividend received 3,273,829 3,402,452
Net cash (used in)/generated from investing activities (22,595,540) 68,647,397
CASH FLOWS FROM FINANCING ACTIVITIES
Long term loan (1,500,000) (38,200,000)
Net cash (used in)/generated from financing activities
Net increase in cash and cash equivalent (24,508,475) 69,708,815
Cash and cash equivalent at beginning of the year 194,682,208 124,973,393
Cash and cash equivalent at end of the year 183,819,217 194,682,208

The annexed notes form an integral part of these financial statements.
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H.H MISBAH SECURITIES (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2018

Legal Status and Nature of Business

H.H Misbah Securities (Private) limited was incorporated under the repealed Companies Ordinance, 1984
on July 11, 2003 as a private limited company. The Company is a corporate member of Pakistan Stock
Exchange (Guarantee) Limited. The registered office of the company is located at room no. 96-97, 2rd floor,
Pakistan Stock Exchange Building, Stock Exchange Road, Karachi. The principal activities of the Company
are to carry on the business of share brokerage, under writing of public issues, investment and portfolio
managernent.

Basis of Preparation

2.1

2.2

2.3

2.4

“\

Statement of Compliance

The financial statements is prepared in accordance with the provisions of the Companies Act, 2017.
Accordingly, these financial statements have been prepared in accordance with approved accounting
standards as applicable in Pakistan. Approved accounting standards comprise of such International
Financial Reporting Standards (IFRS) issued by the International Accounting Standards Board
(IASB) as are notified under the Companies Act, 2017, provisions of and directives issued under the
Companies Act, 2017. In case requirements differ, the provisions or directives of the Companies Act,
2017 shall prevail.

Basis of Measurement

These financial statements have been prepared under the historical cost convention unless otherwise
specifically specified.

Functional and Presentation Currency

These financial statements are presented in Pak Rupees, which is the functional and presentation
cutrency of the Company.

Critical Accounting Estimates and Judgments

The preparation of financial statements is in conformity with approved accounting standards, as
applicable in Pakistan, requires management to make judgments, estimates and assumptions that
affect the application of policies and reported amounts of assets and liabilities, income and expenses.
The estimates and associated assumptions are based on historical experience and various other
factors that are believed to be reasonable under the circumstances, the results of which form the
basis of making the judgments about carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimates are revised.

Significant areas requiring the use of management estimates in these financial statements relate to the
useful life of depreciable assets, value of intangibles and provision for doubtful receivables.



2.5 Changes in accounting standards, interpretations and pronouncements
L 2.5.1 New and Amended Standards and interpretations

The adoption of the new and amended standards, amendments / improvements and interpretations
did not have any material effect on these financial statements.

The Company has not early adopted any standard, interpretation or amendment that has been issued
but is not yet effective.

2.5.2 Standards, Interpretation and Amendments to approved accounting standards that are not
yet effective

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

Description effective for periods Efff.:cn.ve fot paniods
s beginning on or after
Share-based Payment - Amendments relating to
- IFRS 2 classification and measurement of Share-based January 01, 2018
Payment Transactions
Consolidated Financial Statements and TAS 28
IFRS 10 Invespnept in Assoclates and]omt_Ventures: Sa%e or Not yet finalized
contribution of Assets between an investor and its
Associate or Joint Venture
. IAS 7 Stgtement of Cash Flows - Amendments relating to January 01, 2017
Disclosure Initiative
Income Taxes - Amendments relating to recognition of
Deferred Tax Assets for unrealized losses Jammary 01, 2007
Insurance Contract: Applying IFRS 9 Financial
IRFS 4 Instruments with IFRS 4 Insurance Contracts January 01, 2018
(Amendments)
Investment Property: Transfer of Investment Property
IAS 40 TV January 01, 2018
IFRIC 22 Fore1gn Cu_rrency Transaction and Advance January 01, 2018
Consideration
IFRIC 23 | Uncertainty over Income Tax Treatments January 01, 2019
IFRS 16 Leases January 01, 2019

The Company expects that the adoption of the above revisions, amendments and interpretations of
the standards will not have material effect on the Company's financial statements in the period of
initial application.

In addition to the above, amendments to various accounting standards have also been issued by the
IASB. Such improvements are generally effective for accounting periods beginning on or after
January 01, 2017. The Company expects that such improvements to the standards will not have
material effect on the Company's financial statements in the period of initial application.

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




o ; ; Effective for periods
Description effective for periods T

eginning on or after
IFRS 9 Financial Instruments January 01, 2018
IFRS 14 | Regulatory Deferral Accounts January 01, 2016
IFRS 15 | Revenue from Contracts with Customers January 01, 2018
IFRS 16 | Leases January 01, 2019
IFRS 17 | Insurance Contract January 01, 2021

Summary of Significant Accounting Policies

The significant accounting policies adopted in the preparation of these financial statements are set out below.
These policies have been applied consistently to all the years presented.

31

311

3.1.2

3.2

Taxation

Income tax expense comprises of current, and prior year. Income tax expense is recognized in profit
and loss account except to the extent that it relates to items recognized directly in equity, in which
case it is recognized in equity.

Current

Current tax is the expected tax payable on the taxable income for the year using tax rates enacted or
substantively enacted at the balance sheet date, and any adjustments to tax payable in respect of prior
years.

Deferred

Deferred tax is accounted for using the balance sheet liability method in respect of all temporary
differences at the balance sheet date between the tax base and carrying amount of assets and
liabilities for financial reporting purposes.

Deferred tax liabilities are generally recognized for all taxable temporary differences and deferred tax
assets are recognized for all deductible temporary differences and carried forward unused tax losses,
to the extent that it is probable that future taxable profit will be available against which the
deductible temporary differences and carried forward unused tax losses can be utilized. Carrying
amount of all deferred tax assets are reviewed at each balance sheet date and are reduced to the
extent that it is no longer probable that the related tax benefit will be realized.

However the company is subject to taxation from next year that is based on transaction volume. As
the tax is not levied on the basis of profits therefore deferred tax liability/asset is not recognized.

Property and Equipment

Property and equipment are stated at cost less accumulated depreciation and accumulated
impairment losses, if any. Cost includes expenditures that are directly attributable to the acquisition
of the asset. Subsequent costs are included in the asset's carrying amount or recognized as a separate
asset, as appropriate, only when it is probable that future economic benefits associated with the item
will flow to the Company and its cost can be measured reliably. Cost incurred to replace a
component of an item of property and equipment is capitalized, the asset so replaced is retired from




3.3

3.4

3.41

3.4.2

use and its carrying amount is derecognized. Normal repairs and maintenance are charged to the
profit and loss account in the period in which they are incurred.

Depreciation on all property and equipment is charged to the profit and loss account using Reducing
balance method over the asset's useful life at the rates stated Note no. 4. The depreciation on
property and equipment is charged full in the month of acquisition and no depreciation is charged in
the month of disposal. Gains or losses on disposal of an item of property and equipment are
recognized in the profit and loss account. The assets' residual value and useful life are reviewed at
each financial year end, and adjusted if appropriate.

Intangible Assets

These are stated at cost less accumulated amortization and impairment losses, if any. Amortization is
charged using the straight line method over assets estimated useful life at the rates stated therein,
after taking into account residual value, if any. The residual values, useful lives and amortization
methods are reviewed and adjusted, if appropriate, at each balance sheet date.

Amortization on additions is charged from the month the assets are put to use while no amortization
is charged in the month in which the assets are disposed off. Gain and losses on disposal of such
assets, if any, are included in the profit and loss account.

Impairment
Financial Assets

A financial asset, other than that carried at fair value through profit or loss, is assessed at each
balance sheet date to determine whether there is any objective evidence that it is impaired. A
financial asset is impaired if objective evidence indicates that a loss event has occurred and that the
loss event has a negative effect on the estimated future cash flows of that asset.

In case of investment in equity securities classified as available for sale and measured at fair value, a
significant or prolonged decline in the fair value of the security below its cost is considered in
determining whether the assets are impaired. If any such evidence exists, the cumulative loss
measured as a difference between the acquisition cost and the current fair value, less any impairment
loss on that investment previously recognized, is transferred from other comprehensive income to
profit and loss account. Such impairment losses are not subsequently reversed through the profit and
loss account.

Individually significant financial assets are tested for impairment on an individual basis. The
remaining financial assets are assessed collectively in groups that share similar credit risk
characteristics. All impairment losses are recognized in the profit and loss account.

Non-Financial Assets

The carrying amounts of non-financial assets are assessed at each reporting date to ascertain whether
there is any indication of impairment. If such an indication exists, the asset's recoverable amount is
estimated to determine the extent of impairment loss, if any. An impairment loss is recognised, as an
expense in the profit and loss account. The recoverable amount is the higher of an asset's fair value
less cost to disposal and value in use. Value in use is ascertained through discounting of the
estimated future cash flows using a pretax discount rate that reflects current market assessments of
the time value of money and the risk specific to the assets for which the estimate of future cash flow
have not been adjusted. For the purpose of assessing impairment, assets are grouped at the lowest
levels for which there are separately identifiable cash flows (cash-generating units). An impairment
loss is reversed if there is a change in the estimates used to determine the recoverable amount. An
impairment loss is reversed only to the extent that the asset's carrying amount does not exceed the
carrying amount that would have been determined, net of depreciation or amortization, if no
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impairment loss had been recognised previously. Reversal of an impairment loss is recognised
immediately in profit and loss account.

Financial Instruments
Financial Assets

The Company classifies its financial assets at initial recognition in the following categories depending
on the nature and purpose for which the financial assets were acquired:

At fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for trading and financial
assets designated upon initial recognition as at fair value through profit or loss. A financial asset is
classified as held for trading if acquired principally for the purpose of selling in the short term. Assets
in this category are classified as current assets.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. They are included in current assets, except those having
maturities greater than twelve months after the balance sheet date, which are classified as non-
current assets. Loans and receivables comprise trade debts, loans, advances, deposits, interest
accrued, other receivables, cash and bank balances.

Held to maturity

These are financial assets with fixed or determinable payment and fixed maturity which the Company
has positive intent and ability to hold to the maturity.

Available for sale

Available for sale investments are those non-derivative investments that are designated as available
for sale or are not classified in any other category. These are primarily those investments that are
intended to be held for an undefined period of time or may be sold in response to the need for
liquidity.

At each balance sheet date, these investments are re-measured at fair value and the resulting gains or
losses are recognized directly in equity until the investment is disposed off or impaired at which time
these are transferred to the profit and loss account.

Where active market of the quoted investment exists, fair value of quoted investments is determined
using quotations of Pakistan Stock Exchange. The investments, for which a quoted market price is
not available, are measured at cost, unless fair value can be reliably measured. Such fair value
estimates are subjective in nature, and therefore, cannot be determined with precision.

All financial assets are recognized at the time when the Company becomes a party to the contractual
provisions of the instrument. Regular way purchases and sales of investments are recognised and
derecognised on trade date (the date on which the Company commits to purchase or sell the asset).
Financial assets are initially recognised at fair value plus transaction costs except for financial assets at
fair value through profit or loss. Financial assets carried at fair value through profit or loss are
initially recognised at fair value and transaction costs are expensed in the profit and loss account.
Financial assets are derecognised when the rights to receive cash flows from the assets have expired
or have been transferred and the Company has transferred substantially all the risks and rewards of
ownership. Available-for-sale financial assets and financial assets at fair value through profit or loss
are subsequently carried at fair value. Loans and receivables and held-to-maturity investments are
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3.6

3.7

3.8

3.9

carried at amortized cost using the effective interest rate method.

The Company assesses at each reporting date whether there is objective evidence that any investment
is impaired. If any such evidence exists for available-for-sale financial assets, the cumulative loss that
had been recognised in other comprehensive income shall be reclassified from equity to profit and
loss account as a reclassification adjustment. Impairment losses recognised in the profit and loss
account on equity instruments classified as available-for-sale are not reversed through the profit and
loss account.

Financial Liabilities

All financial liabilities are recognised at the time when the Company becomes a party to the
contractual provisions of the instrument. Financial liabilities are recognised initially at fair value less
any directly attributable transaction cost. Subsequent to initial recognition, these are measured at
amortized cost using the effective interest rate method.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled
or expired. Where an existing financial liability 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 original liability and the recognition of a
new liability, and the difference in respective carrying amounts is recognised in the profit and loss
account.

Trade and Other Receivables

Trade and other receivables are carried at cost, which is the fair value of the consideration io be
received, less provision for doubtful debts, if any. Trade debts and other receivable considered
irrecoverable are written off.

Trade and Other Payables

Trade and other payables are carried at cost, which is the fair value of the consideration to be paid, in
the future for goods and services received.

Provisions

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

The amount recognized as provision is the best estimate of consideration required to settle the
present obligation at the end of reporting period, taking into account the risk and uncertainties
surrounding the obligation.

Revenue Recognition

- Brokerage income is recognized as and when transaction is executed.

- Mark-up income, return on bank deposits and balances are recognized on accrual basis.

- Dividend income is recorded when the right to receive the dividend is established.
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Cash and Cash Equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purpose of cash flow
statement, cash and cash equivalents comprise cash and bank balance, demand deposits, other short
term highly liquid investments that are readily convertible to known amounts of cash and which are
subject to an insignificant risk of change.

Related Party Transactions

Transactions in relation to sales purchase and services with related parties are made at arm’s length
price which is determined in accordance with the comparable uncontrolled price method. The related
parties comprise of entities over which the directors are able to exercise significant influence, entities
with common directors, major shareholders, directors and key management employees.



H.H MISBAH SECURITIES (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2018

JPROPERTY AND EQUIPMENT
Particulars Cost Rate % | Depreciation W.D.V.
AsatJuly | Additions / | As atJune As at July 01, For the vear As at June || As at June
01,2017 | (Deletions) | 30,2018 2017 ! 30,2018 30,2018
Office Building 11,000,000 10,000,000 | 21,000,000 [ 10% 2,090,000 1,891,000 | 3,981,000 || 17,019,000
Office Equipments 608,786 149,950 758,736 { 15% 339,897 62,826 402,723 356,013
Computers 1,576,864 305,600 | 1,882,464 | 30% 1,279,793 180,801 | 1,460,594 421,870
Motor Vehicle 1,665,000 - 1,665,000 | 15% 267,310 209,654 476,964 1,188,036
June 30,2018 (Rupees) 14,850,650 10,455,550 25,306,200 3,977,000 2,344281 6,321,281 18,984,919
June 30,2017 (Rupees) 12,970,007 243,793 13,213,800 1,557,722 1,242,182 2,799,904 10,413,896
2018 2017
(Rupees) (Rupees)
5. INTANGBLE ASSETS
Trading Right Entitlement Certificate (TREC) 5.1 5,000,000 5,000,000
Impairment - TREC 5.2 (2,500,000) =
2,500,000 5,000,000

5.1 This represents TREC acquired on surrender of Stock Exchange membership Card. According to the Stock
Exchanges (Corporatisation, Demutualization and Integration) Act 2012, the TRE Certificate may only be transferred
once the company intending to carry out shares brokerage business in the manner to be prescribed.

5.2  Trading Right Entitlement Certificate was revalued as at June 30, 2018 as the carrying value of TREC is more than its
recoverable amount therefore, an impairment loss amounted to Rs. 2,500,000 has been recognized due to which
carrying value has been reduced to Rs. 2,500,000.

6. INVESTMENT - AVAILABLE FOR SALE
Investment in shares of Pakistan Stock Exchange 6.1 21,353,582 41,163,833

6.1  This represents 1,602,953 (2017: 1,602,953 ) shares of Pakistan Stock Exchange Limited
7. LONG-TERM DEPOSITS

Pakistan Stock Exchange Limited - Deposits 200,000 200,000
Central Depository Company - Deposits 100,000 100,000
National Clearing Company Pakistan Limited - Deposits 1,100,000 800,000
. Base minimum capital 200,000 -
Other debusits 5,858 5,858
1,605,858 1,105,858
8. 'TRADE DEBTS

Trade debts- client 75,288,217 77,230,655
Provision for doubtful debts (20,901,794 (21,044,669)
54,386,422 56,185,086

9, SHORT TERM INVESTMENT - FAIR VALUE THROUGH PROFIT AND LOSS ACCOUNT

Investment in quoted securities 9.1. 87,469,439 73,823,955

9.1  Investment in various equity shares carried at market value.
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14.

Pattern of Shareholding

Abdul Wahab
Muhammad Hanif

Gul Muhammad Usmani

™No of Shares

137,500
357,500

55,000
550,000

all changes in shareholding above 5%

No Changes in shareholding during the year

LONG TERM LOAN

Loan from directors

TRADE AND OTHER PAYABLE

Accrued expenses and other payables
Credit balances of clients

Dealers balances

Directors loan

Clients future profit held

Auditor remuneration

2018 2017
(Rupees) (Rupees)
ADVANCES, DEPOSITS, PREPAYMENTS AND OTHER RECEIVABLES
Advances to employees 105,000 90,000
Advance tax 583,819 13,249,010
Other receivable 131,696 24,587
Clearing house -PSX 14,246,118 49,593,952
Income tax refundable 29,008,701 15,759,691
Exposure Deposit 32,262,140 15,360,982
Receivable from PSX 4,488,268
Dividend receivable - 14,437
76,337,474 98,580,927
CASH AND BANK BALANCES
Cash in hand = =
Cash at bank - Current 96,349,779 116,055,878
- Savings - 4,802,376
96,349,779 120,858,254
SHARE CAPITAL
AUTHORIZED SHARE CAPITAL
2018 2017 2018 2017
Number of Shares (Rupees) (Rupees)
ordinary shares of
1,200,000 1,200,000 Rs. 100 each 120,000,000 120,000,000
ISSUED SUBSCRIBED AND PAID-UP
2018 2017
Ordinary shares of Rs. 100 each fully
300,000 300,000 paid in cash 30,000,000 30,000,000
Ordinary shares of Rs. 100 each fully
250,000 250,000 issued for consideration other ther cash 25,000,000 25,000,000

Percentage of Holding

25%

65%

10%%6
3,500,000 || 5,000,000
3,500,000 5,000,000
1,615,083 2,143,322
57,205,171 75,917,301
1,655,563 2,496,863
. 1,480,580
12,916,985 18,505,885
150,000 150,000
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14.2

14.3

15.1.

16.

17.

18.

19.

19.1.

Credit balances of clients held by the company

Value of Securities of client held by the company

Number of Securities of client held by the company

No Securities of clients is pledged with Financial Institution.

No Securities of the company is pledged with Financial Institution.
CONTINGENCIES AND COMMITMENTS

There were no contingencies and commitment as at 30th June 2018

OPERATING REVENUE

Brokerage income

OPERATING AND OTHER EXPENSES

Salaries, benefits and allowance
Directors remuneration
Printing and stationery

Fees and subscription

Rent, rates and taxes

Audit fee

Postage and courier

Utilities

Donations

Entertainment and sales promotion
Repair and maintenance
Depreciation

Charges to regulators
Miscellaneous expenses
Worker welfare fund
Communication expenses
Bank charges

Legal and Professional Charges
Software expenses

'Office commission expense

OTHER INCOME

Other income

Capital gain on available for sale securities
Capital gain on securities held for trading
Dividend income

TAXATION
Provision for taxation
- Current year

- Prior year

- Deferred 19.1

Net tax charge

Deferred tax asset is not recognized as the company is suffering loss from operations.

2018 2017
(Rupees) (Rupees)

57,205,171 75,917,301
291,531,845 1,272,766,265
66,848,251 74,207,279
41,405,196 77,721,366
9,138,507 7,765,796
4,789,280 4,130,803
86,089 122,877
152,905 618,700
610,244 111,500
170,600 150,000
91,026 117,091
439,622 532,497
50,000 100,000
521,948 709,554
1,422,207 1,288,073
2,344,281 1,177,096
5,392,578 5,655,071
107,763 257,842
441,442 605,295
41,756 30,402

585,645 -
- 615,000
9,216,754 22,169,366
35,602,647 46,156,963
9,135,972 277,650
(31,509,523) 16,231,048
16,342,417 42,837,495
3,273,829 3,416,889
(2,757,305) 62,763,082
14,087,605 2,376,312
14,087,605 2,376,312
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CAPITAL ADEQUACY LEVEL

Total Assets
Less: Total Liabilities
Less: Revaluation Reserves

Capital Adequacy Level

FINANCIAL INSTRUMENT AND RELATED DISCLOSURES

Financial instrument by category

Financial assets

Long term loan, advances and deposits

Long term investment
Short term investment
Trade debts

Advances, deposits
and prepayments

Bank balances

Long term loan, advances and deposits

Long term investment
Short term investment

Trade debts

- Advances, deposits

and prepayments

Bank balances

Financial Liabilities

Loan from Directors
Trade and other Payables

Loan from Directors
Trade and other Payables

2018
(Rupees)
358,987,473
(77,042,802)
281,944,671
2018
At fair value
through profit | Available for Loans and Total
or loss held for sale Receivables
trading
- - 1,605,858 1,605,858
- 21,353,582 - 21,353,582
87,469,439 - - 87,469,439
54,386,422 = - 54,386,422
- 76,337,474 76,337,474
- - 96,349,779 96,349,779
141,855,861 21,353,582 174,293,111 337,502,554
2017
At fair value
through profit | Available for Loans and Total
or loss held for sale Receivables
trading
- 1,105,858 1,105,858
= 41,163,833 - 41,163,833
73,823,955 5 - 73,823,955
56,185,986 -
98,580,927 98,580,927
- 120,858,254 120,858,254
130,009,941 41,163,833 220,545,039 335,532,827
2018
Amount Total
3,500,000 3,500,000
73,542,802 73,542,802
77,042,802 77,042,802
2017
Amount Total
5,000,000 5,000,000
100,693,950 100,693,950
105,693,950 105,693,950
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21.2.1

21.2.1.2

21.2.2

Financial risk management
The company primarily invests in marketable securities and are subject to varying degress of risk.

The Board of Directors of the company has overall responsibility for the establishment and oversight of the company's
risk management framework. The company has exposure to the following risks from its use of financial instruments:

Credit risk
Liquidty risk
Market risk
Operational risk

Credit risk

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

Exposure to Credit risk

Credit risk of the company arises principally from the trade debts, short term investments,loans and advances, deposits
and other receivables. The carrying amount of financial assets represents the maximum credit exposure. The company
did not allow credits to its customers and trade are executed on 100% margin.

Credit risk is minimised due to the fact that the company invest only in high quality financial assets, all transactions are
settled/paid for upon delivery. The company doesnot expect to incur material credit losses on its financial assets. The
maximum exposure to credit risk at the reporting date is as follows:

2018 2017
Rupees
Long term deposits 1,605,858 1,105,858
Long term investments 21,353,582 41,163,833
Short term investments 87,469,439 73,823,955
Trade debts 54,386,422 56,185,986
Bank Balances 96,349,779 120,858,254

261,165,080 293,137,886

Bank Balances

The Analysis below summarizes the credit quality of the company's bank balance:

2018 2017
Rupees
AAA 569,354 7,180,833
AA+ - 84,088,821 97,705,047
AA 11,355,895 12,420,019
A+ 27,7116 27,716
A 276,386 3,454,169
A- 31,608 70,471
96,349,779 120,858,253

Liquidity risk

Liquidity risk is the risk that the company will encounter difficulty 1 meeting its financial obligations associated with
its financial liabilities that are settled by delivering cash or another financial asset. Liquidity risk arises because of the
possibility that the company could be required to pay its liabilities eaclier than expected or difficulty in raising funds to
meet commitments associated with financial liabilities as they fall due. prudent liquidity risk management implies
maintaining sufficent cash and marketable securities, the availablity of funding to an adequate amount of committed
credit facililities and the ability to close out market positions due to dynamic nature of business.
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2018

. . contractual ——— one to two Two to five
carmying amoun cash flows P y years years
Financial Liabilities
Trade and other 73,542,802 73,542,802 73,542,802 - -
payables
Loan from Directos 3,500,000 3,500,000 3,500,000 - -
73,542,802 73,542,802 73,542,802
2017
s contractual 5 G one to two Two to five
e cash flows P y years years
Financial Liabilities
Trade and other 105,693,950 105,693,950 105,693,950 - -

payables

Loan from Directors - . . B, ;

105,693,950 105,693,950 105,693,950 - -

On the balance sheet date, the company has cash and bank balances of Rs.96 million (2017: 120 million) and short
term investments of Rs 77 million (2017: 73 million) for repayment of liabilities

Market risk

Market risk is the risk that the value of the financial instrument may fluctuate as a result of changes in market intrest
rates or the market price due to change in credit rating of the issuer or the instrument, management manages market
risk by monitoring exposure on marketable securities by following the internal risk management and investment
policies and guidelines.

Market risk comprises of three types of risk: currency risk, interest rate risk and other price risk.

Currency risk

Foreign currency risk arises mainly where receivables and payables exist due to transactions in foreign currencies.
Currently there is no currency risk as all financial assets and liabilities are in PKR.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market risk. The company is not exposed to interest rate risk as there is no interest based liability or asset.

Other price risk

Other price risk is the sk that fair value or future cash flows of a financial instrument will fluctuate because of
changes in marker prices( other than those arising from interest rate risk or currency risk) whether those changes are
caused by factors specific to the individual financial insturment or its issuer, or factor affecting all or similar financial
instrument traded in the market.

The company's listed securities are susceptible to market price risk arising from uncertainities about the future value of
investment securities. The company manages the equity price through diversification and all instruments are made
thorugh surplus funds.

The company is exposed to other price risk on investment in listed shares. The company manages the risk through
portfolio diversification, as per recommendation of Investment committee of the company. The committee regularly
monitors the performance of investees and assess the financial performance on on-going basis.

The 10 percent increase/ (decrease) in market value of these instruments with all other variables held constant impact
on profit and loss account of the company is as follows:
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Before Tax

10% Increase 10% Decrease

as at 30th June 2018 8,746,944 (8,746,944)

as at 30th June 2017 7,382,395 (7,382,395)

Fair value of Financial instruments

The Carrying values of all financial assets and liabilities reflected in these financial statements approximate to their fair
value. The company measures fair value using the following fair value hierarchy that reflects the significance of the
inputs used in making the measurements:

The company annualy hold listed assets amounting to Rs 108 million (2017: 114 million) that are recorded at quoted

price.

The carrying value of remaining financial assets and liabilites reflected in these financial statements approximate to
their fair value.

Capital risk management

The primary objective of the company's capital risk management is to maintain healthy capital ratios, strong credit
rating and optimal capital strucuture in order to ensure ample avilability of finance for its exsisting operations, for
maxmizing sharholder's value, for tapping potential investment opporitunites and to reduce cost of capital.

The company finances its operations through 100% equity with a view to maintain an appropriate mix between various
sources of finance to minimise risk.

NUMBER OF EMPLOYEES Number of employees

Total number of employees at 30 June 20 19

DATE OF AUTHORIZATION

These financial statements have been authorized for issue on 2 5 SEP 2018 by the Board of Directors of
the company.

GENERAL

Figures have been rearranged and reclassified wherever necessary, for the purpose of comparison and have been
rounded off to the nearest Rupee.

A\ Qlub Hev/

—V

Chief Executive Director




UH Hassan Naeem & Co.

Chartered Accountants

) r y it 402 Progressive Center
Sharah-e-Faisal
Karachi Pakistan

Phone +92 21 34322551-3
Web www.uhy-hnco.com

September 25, 2018

The Board of Directors
H.H Misbah Securities (Private) Limited
Karachi

Dear Sir(s)
Audit for the year ended June 30, 2018

We have completed the audit of the financial statements of H.H Misbah Securities (Private)
Limited (the “Company”) for the year ended June 30, 2018 and are pleased to enclose four
copies of the financial statements for directors’ approval along with our report to the board of
directors duly initialed by us for identification purpose. We will be pleased to sign our report

after we receive the following:

e Financial statements approved by the Board of directors and signed on their behalf by
Chief Executive and one director.

e Board resolutions in respect of the following;
o Approval of financial statements;

e Representation letter from the management addressed to us duly signed by the person(s)
authorized to do so.

Further, we would like to draw attention of the Board to the following matters which came to

our attention during the course of our audit:

o The Company is not currently providing any retirement benefit to employees. As per
requirement of Sindh Terms of Employment (Standing Orders) Act 2015 every employee
having at least 10 Employees should provide benefit plans to its employees.

Finally, we wish to place on record our appreciation for the co-operation and courtesy extended
to us by management and staff of the concern during the course of the audit.

Yours sincerely,

UW\ \—‘-C—WNGAM‘(-‘"

A member of UHY intemational,a network of independent accounting and consulting firms.



