Lahore Stock Exchange Limited

Financial Statements for the year ended
30 June 2014




KPMG Taseer Hadi & Co. Telephone + 92 (42) 3579 0901-6
Chartered Accountants Fax + 92 (42) 3579 0907
2nd Floor, Internet  www.kpmg.com.pk
Servis House

2-Main Gulberg Jail Road,

Lahore Pakistan

Auditors' Report to the Members

We have audited the annexed balance sheet of Lahore Stock Exchange Limited (“the
Company”) as at 30 June 2014 and the related profit and loss account, statement of
comprehensive income, statement of changes in equity, and cash flow statement together
with the notes forming part thereof, for the year then ended 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 our audit.

It 1s the responsibility of the Company’s management to establish and maintain a system of
internal control, and prepare and present the above said statements in conformity with the
approved accounting standards and the requirements of the Companies Ordinance, 1984.
Our responsibility is to express an opinion on these statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan.
These standards require that we plan and perform the audit to obtain reasonable assurance
about whether the above said statements are free of any material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
above said statements. An audit also includes assessing the accounting policies and
significant estimates made by management, as well as, evaluating the overall presentation of
the above said statements. We believe that our audit provides a reasonable basis for our
opinion and, after due verification, we report that: '

a) in our opinion, proper books of account have been kept by the Company as required by
the Companies Ordinance, 1984;

b) in our opinion:

i) the balance sheet and profit and loss account together with the notes thereon have
been drawn up in conformity with the Companies Ordinance, 1984, and are in
agreement with the books of account and are further in accordance with accounting
policies consistently applied except for the change as stated in note 3 with which we
concur;

ii) the expenditure incurred during the year was for the purpose of the Company’s
business; and

ii1) the business conducted, investments made and the expenditure incurred during the
year were in accordance with the objects of the Company;
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¢) In our opinion and to the best of our information and according to the explanations
given fo us, the balance sheet, profit and loss account, statement of comprehensive
income, statement of changes in equity and cash flow statement together with the notes
forming part thereof confirm with approved accounting standards as applicable in
Pakistan, and, give the information required by the Companies Ordinance, 1984, in the
manner so required and respectively give a true and fair view of the state of the
Company’s affairs as at 30 June 2014 and of the profits, its comprehensive income, its
changes in equity and its cash flows for the year then ended; and

d) in our opinion Zakat deductible at source under the Zakat and Ushr Ordinance, 1980,
was deducted by the Company and deposited in the Central Zakat Fund established
under section 7 of that Ordinance.

We draw attention to note 24 to the financial statements which states that, due to pending
court cases, recoverability of Rs. 125.752 million due from the defaulted / suspended
members depends upon favourable judgements by the respective courts. Our opinion is not
qualified in respect of this matters.
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Lahore KPMG Taseer Hadi & Co.
Chartered Accountants

Date: 17 October 2014 (Kamran Igbal Yousafi)
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Lahore Stock Exchange Limited

Profit and Loss Account
For the year ended 30 June 2014

Revenue

Fee income

Rental income - net

Profit on bank deposits and investments
Software revenue

QOther income

Expenses

Administrative expenses
Other charges

Operating profit

Finance cost

Share of after tax profit of equity-accounted

investees - net of tax

Profit before taxation

Taxation

Profit after taxation

Earning per share - basic and diluted - (Rupees)

The annexed riotes 1 to 45 form an integral part of these financial statements.

.mfsm

Lahore Managing Director

2014 2013 .
Note . (Rupees in thousand)
28 112,644 94,697
29 23,041 - 19,291
30 50,677 55,368
31 2,498 2,859
32 37,896 23,975
226,756 196,190
33 (127,402) (144,480)
34 (15,299) (48,128)
84,055 3,582
35 (303) (196)
184 60,786 40,616
144,538 44,002
36 ' (36,886) (5,305)
107,652 38,697
37 0.84 0.30
A {4 ]
Director Director




Lahore Stock Exchaﬁge Limited

Statement of Comprehensive Income
For the year ended 30 June 2014

2014 . 2013
Note (Rupees in thousand)
Profit for the year 107,652 38,697
Other comprehensive income for the year
Ttems that will never be reclassified to profit or loss:
Remeasurement of defined benefit obligation (1,357) ; =
Related tax impact 475 -
Items that are or may be subsequently reclassified to profit or loss:
Share of the comprehensive income of equity-accounted investees in
respect of gain on revaluation of 'available for sale' investments 184 (3,763) (599)
(4,645) (599)
Total comprehensive income for the year 103,007 - 38,098
The annexed notes 1 to 45 form an integral part of these financial statements.
Liptzas pry
Lahore Managing Director Director Director
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Lahore Stock Exchange Limited

Statement of changes in equity
For the year ended 30 June 2014
Capital reserve Revenue reserve
Members
Sh R Capital ir val s
o ai::I initial = mz:'ve F::::w:e Unappropriated Total
3 contribution profits .
Note  (me=mmemmemeccc;cccccceceaan (Rupees in thousand) ~----=------=-===---2c-=zc2- )
Balance at 01 July 2012 : 116,102 1,342 1,499 875,460 994,403
Toral compreliensive income for the vear
Profit for-the year [ - -] -] -] 38,697 38,697
Total other comprehensive loss | - - - | (389} | - (3%%)
Totzl comprehensive income for the year = - - (599) 38,697 38,098
Incremental depreciation for the year on surplus on
revaluation of property and equipment - net of deferred tax - - - - 1,646 1,646
Transactions with owners af the Company:
Conversion of rescrves to share capital 924,686 (116,102) (1,342) (1,317)- (805,925) -
Conversion of revaluation reserves to share capital 353,156 - - - - 358,156
Dividend paid:
Interim (@ 2.5% (Rs.0.25 per share) - - - - (32,071) (32,071)
Balance at 30 June 2013 1,282,842 - - @17 77,807 1,360,232
Total comprehensive income for the year:
Profit for the year - - - - 107,652 107,652
Total other comprehensive income - - = (3,763) ‘(882) (4,645}
Total comprehensive income for the year - = - (3,763) 106,770 103,007
Incremental depreciation for the year on surplus cn
revaluation of property and equipment - net of deferred tax 8 - - - - 1,630 1,630
Transactions with owners of the Company:
Dividend paid:
Intecim (@ 2.5% (Rs.0.25 per share) - - - - (32,0‘."1_\_) (32,071)
Balance at 30 June 2014 1,282,542 5 - (4,180} 154,136 1,432,798
The annexed nates 1 to 45 form an integral part of these financial statements.
A28 Py
Lahore Managing Director t Director ; Director
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Lahore Stock Exchange Lumted

Cash Flow Statement
For the year ended 30 June 2014

Cash flow from operafing activities

Profit before taxation

- Adjustments for:

Depreciation
Amortization
Share of profit from equitv-accounted investees
Staff retirement benefits - gratuity
Provision for earned leaves
Profit / interest on bank deposits and investments
Lease rentals
Gain on disposal of property and equipment-
Employees' welfare fund
Provision for re-registration fee
Provision against:
- fee receivable
- other receivables
Finance cost

{Decrease) / increase in working capital

Deposits (liabilities)
Long term loans

Cash generated from operations

Paid to TREC Holders Contribution Fund Trust
Paid to Investors' Protection Fund Trust

Paid to Provident Fund Trust

Taxation paid

Employees benefits paid

Finance cost paid

Net cash used in operating activities

Cash flow from investing activifies

Fixed capital expenditure

Proceeds from sale of property and equipment
Investments matured during the year
Investments made during the year

Profit / interest received on bank deposits
Dividend received

Net cash generated from investing activities

Cash flow from financing activities

Lease rentals paid
Dividend paid

Net cash used in financing activities

Net (decrease) / increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end gf-the year

The annexed notes 1 to 45 form an integral part of these financial statements.

o

Lahaore

Director

2014 2013
Note (Rupees in thousand)
144,538 44,002
9,966 9,611
123 118
(60,786) (40,616)
910 15,143
988 2,672
{50,677) | (55,368)
(41,047) (33.630)
(262) (629)
1,422 1,000
- 15,029
6,727 5,791
- 1,294
303 196
(132,333). (79,389)
41 (6,873) 47,436
5,332 12,049
136,264 45,489
(11,720) 2,148
124,544 47,637
129,876 59,686
(484,628) (20,250)
(276,785) I
(12,662) 5,954
(406) (4,215)
(3,513) (43,754)
(303) (196)
(648,421) (2,775)
(190,026} (30,531)
4,588 2,673
761,736 i
. 132,916
71,916 54,580
24,187 21,375
672,401 181,013
(268) (408)
(29,770} (32,071)
(30,038) (32.479)
(6,058) 145,759
244,887 99,128
238,829 244,887




Lahote Stock Exchange Limited

Notes to the Financial Statements
For the year ended 30 Jurne 2014

j

c

Repeorting entity

Lahore Stock Exchange Limited ("the Company") was incorporated under the Companies Act, 1913 (now the
Companies Ordinance, 1984) on 05 October 1970 as a2 Company limited by guarantee. The Company was '
reregistered as a public company limited by shares under "Stock Exchange (Corporatization, Demutualization -
and Integration) Act, 2012.0n 27 August 2012, The registered office of the Company is situated at 19,
Khayaban-e-Aiwan-e-Igbal, Lahore, Pakistan

The Company is engaged in listing, conducting, regulating and controlling the trade or business of buying,
selling and dealing in shares, scripts, participation term certificates, modaraba certificates, pre-organization
certificates and securities, stocks, bonds, debentures, debenture stocks, Government papers, loans and any
other instruments and securities of like nature including but not limited to special national fund bonds and
documents of a similar nature issued by the Government of Pakistan or any institution or agency authorized by

It.
Basis of preparation

2.1 Statement of compliance

These financial statements have been prepared in accordance with the approved accounting standards
as applicable in Pakistan. Approved accounting standards comprise of such Interriational Financial
Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB) as are
notified under the Companies Ordinance, 1984, provisions of and directives issued under the
Companies Ordinance, 1984. In case requirements differ, the provisions of and directives of the

Companies Ordinance, 1984 shall prevail.

2.2 Basis of measurement

These financial statements have been prepared under the historical cost convention except for property
and equipment which are stated at fair value and obligations in respect of gratuity schemes which are

measured at present value.

2.3  Use of estimates and judgments

The preparation of financial statements 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 the reported amounts of assets, 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 the carrying values of assets and Labilities that are not readily apparuut 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 if the revision affects only
that period, or in the period of the revision and future periods if the revision affects both current and .

future periods.
Lot oy




] N " Judgments made by the management in the appﬁcatién of approved accounting standards, as
applicable in Pakistan, that have significant effect on the financial statements and estimates with a
significant risk of material adjustment in the subsequent years are as follows:

] - Income taxes
] In making the estimates for income taxes currently péyable by the Cainpa_ny, the management
looks at the current income tax laws and the decisions of appellate authorities on certain issues in

the past. In making the provision for deferred taxes, estimates of the Company’s future taxable
M profits are taken into account. '

- Property and equipment

The Company’s management determines the estimated useful lives and related depreciation
charge for its property and equipment. The Company also reviews the value of the assets for
possible impairment on an annual basis. Any change in the estimates in future years might affect
the carrying amounts of the respective items of property and equipment with a corresponding
affect on the depreciation charge and impairment.

- Intangible

The Company reviews the rate of amortization and value of intangibles for possible impairment
1 on an annual basis. Any change in the estimates in future years might affect the carrying amounts
i} of intangibles with a corresponding effect on the amortization charge and impajrment.

o - Staff retirement benefits

= Certain actuarial assumptions have been adopted as disclosed in Note 4.17 to these financial
statements for actuarial valuation of present value of defined benefit obligations. Changes in
these assumptions in future years may affect the liability under the scheme in those years.

- Provisions

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

estimate.

- Impairment

The carrying amount of the Company's assets are reviewed at each balance sheet date to
determine whether there is any indication of impairment léss. If any such indication exists, the

= asset's recoverable amount is estimated in order to determine the extent of the impairment loss, if
23 any.

= An impairment loss is recognized whenever the carrying amount of an asset or its cash generating
unit exceeds its recoverable amount. All impairment logses are recognized in the profit or loss.
J Individually significant financial assets are tested for impairment on individual basis.

j Impairment losses are reversed when there is an indication that the impairment may no longer
: exist and there has been a change in the estimate 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 and amortization, if no

impairment loss had been charged,

‘%‘6‘;‘7
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Change in accounting policy

Except for the changes below, the Company has consistently applied the accounting policies.as set out in note
4, to all the periods presented in these financial statements. The Company has adopted the following new
standard and amendments to standard, including any consequential amendments to other standards, with the

date of initial application of 1 January 2013:
- IAS 19 "Employee Benefits"

The nature and the effect of the changes are further explained below:

Defined benefit plans

As a result of IAS 19 (2011), the Company has changed its accounting policy with respect to the basis for
determining the income or expense related to post employment defined benefit plans.

Under IAS 19, the Company determines the net interest expense (income) for the year on the pet defined
benefit liability (asset) by applying the discount rate used to measure the net defined benefit liability (asset) at
the beginning of the annual period, taking into account any changes in the net defined benefit liubility (asset)
during the year as a result of contributions and benefit payments. Consequently, the net interest on the net

defined benefit liability (asset) now comprises:

- Interest cost on the defined benefit obligation;
- Interest income on plan assets (if any); and

- Interest on the effect on the asset ceiling.

As the Company has unfunded defined benefit plan, all the changes in present value of defined benefit
obligation are now recognized in the statement of comprehensive income and the past service costs are
recognized in profit and loss account, immediately in the period they oceur.

The change in accounting policy has been applied prospectively, being considered effect of change,
immaterial, The effect of the change during the ¢urrent year is as follows:

2014
(Rupees
in thousand)

Bualance sheet

1,357

Increase in defined benefit obligation
Increase in deferred tax asset 475
Decrease in reserves 882
Statemnent of comprehensive income
Decrease in comprehensive income - net 882
Staterment of changes in equity

882

Decrease in unappropriated profit

Mrcas 1y
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Summary of significant accounting policies

4.1

4.2

4.3

44

Property and equipment
All property and equipment are stated at revalued amount, being the fair value at the date of their
revaluation, less any subsequent accumulated depreciation and subsequent accumulated impairment

losses.

Depreciation is charged, on a systematic basis over the useful life of the assets, on reducing balance
method, which reflects the patterns in which the asset’s economic benefits are consumed by the
Company, at the rates specified in note 16.1. Depreciation on additions is charged from the month n
which the asset is available for use and on disposals up to the month prior to disposal.

Surplus on revaluation is credited to the surplus on revaluation account. Revaluation is carried out
with sufficient regularity to ensure that the carrying amount of assets does not differ materially from

the fair value.

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 asset will flow
to the Company and the cost of the asset can be measured reliably. The carrying amount of the

replaced part is derecognized.

Normal repair and maintenance are charged to profit and loss as and when ncurred. Gains and losses
on disposal of assets, if any, are included in profit and loss account.

The assets’ residual values and useful lives are continually reviewed by the Company and adjusted if
impact on depreciation is significant.

The gain or loss on disposal or retirement of an asset represented by the difference between the sale
proceeds and the carrying amount of the asset is recognized as an income or expense.

Capital work-in-progress (CWIP)

Capital work in progress is stated at cost including, where relevant, related financing costs less
impairment losses, if any. These costs are transferred to fixed assets as and when assets are available

for use.

Intangibles

Intangibles are stated at cost less accumulated amortization and impairment losses, if any.
Amortization is charged using the straight line method over assets estimated useful lifc at the rates
specified in note 19 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 am ortization 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.

Investment in equity-accounted investees

The Company's investment in its associates is accounted for under the equity method of accounting.
An associate is an entity in which the company has significant influence.

Under the equity method, the investment in the associate is' carried in the balance sheet at cost plus
post-acquisition changes in the Company's share of net assets of the associate. Goodwill relating to an
associate is included in the carrying amount of the investment and is not amortized. After application
of the equity method, the Company determines whether it is necessary to recognise any additional

Azpes pe,
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4.5

4.6

4.7

impairment loss with respect to the Company's net investment in the associate. The income statement
reflects the share of the results of operations of the associate. Where there has been a change
recognized directly in the equity of the associate, the Company recognises its share of any changes and
discloses this, when applicable, in the statement of changes in equity. :

Financial statements of the associates for the year ended 30 June 2014 have been used in applyiﬁg the
equity method. Associates' accounting policies conform to those used by the Company for like

transactions and events in similar circumstances.

Investments

Held ta maturity

Held to maturity investments are financial assets with fixed or determinable péymems and fixed
maturity that the Company has the positive intent and ability to hold to maturity. Held to maturity
investments are initially recognized at cost inclusive of transaction cost and are subsequently carried at

amortized cost using effective interest rate method.

Available for sale

Investments which are intended to be held for an indefinite period of time but may be sold in response
to the need for liquidity are classified as available for sale. Available for sale investments are
recognized initially at fair value plus any directly attributable transaction costs. After initial
recognition, these are stated at fair values unless fair values can not be measured reliably, with any
resulting gains and losses being taken directly to equity until the investment is disposed or impaired.
At each reporting date, these investments are remeasured at fair value, unless fair value can not be
reliably measured. At the time of disposal, the respective surplus or deficit is transferred to profit and
loss currently. Fair value of quoted investments is their bid price on Karachi / Lahore Stock Exchange
at the balance sheet date. Unquoted investments, where active market does not exist, are carried at cost

as it is not possible to apply any other valuation methodology.

Investments intended to be held for less than twelve months from the balance sheet date or to be sold
to raise operating capital, are included in current assets, all other investments are classified as non-
current. Management determines the appropriate classification of its investments at the time of the

purchase and re-evaluates such designation on a regular basis.

All purchases and sales of investments are recognized on the trade date which is the date that the
Company commits to purchase or sell the investment.

Available for sale, investments are tested for impairment at each reporting date. Investments are
considered to be impaired if there is a significant or prolonged decline in the fair value of the

investment at the reporting date.

Cash and cash equivalents

For the purpose of cash flow statement, cash and cash equivalents comprise cash in hand and balances
at bank.

Foreign currencies

All monetary assets and liabilities in foreign currencies are translated into rupees at exchange rates
prevailing at the balance sheet date. Transactions in foreign currencies are translated into rupees at
exchange rates prevailing at the date of transaction. Non-monetary assets and liabilities that are
measured in terms of historical cost in a foreign currency are transtated into rupees at exchange rates
prevailing at the date of transaction. Non-monetary assets and liabilities denominated in foreign
currency that are stated at fair value are translated into rupess at exchange rates prevailing at the date
when fair values are determined. Exchange gains and losses are included in the income.

o
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4.8

4.9

4.10

4.11

Financial instruments

a) [Initial recognition

All the financial assets and financial liabilities are recognized at the time when the Company
becomes a party to the contractual provisions of the instrument. At the time of initial recognition
all financial assets and financial liahilities are measured at cost, which is the fair value of the
consideration given or received for it. :

b). De-recognition

A financial Hability is derecognized when the obligation under the liability is discharged or
cancelled or expires. If an existing financial liability is replaced by another from the same lender
on substantially different terms, or the terms of the existing liability are substantially modified,
such an exchange or modification is treated as a de-recognition of the original liability and the
recognition of a new liability, and the difference in the respective carrying amounts is recognized

in profit and loss account.

Stores
Usable stores are valued at cost (FIFQ), while items considered obsolete are carried at nil value. Items

in transit are valued at cost comprising invoice value plus other charges paid thereon.

Fees and other receivables

Fees and other receivables are stated initially at fair value and subsequently measured at amortized
cost using the effective interest rate method if applicable, less provision for impairment, if any. A
provision for impairment is established where there is objective evidence that the Company will not be
able to collect all amounts due according to the original terms of the receivables. Trade debts and
receivables are written off when considered irrecoverable.

Impairment

Financial assets

A financial asset is assessed at each reporting date to determine whether there is any objective
evidence that it is impaired. A financial asset is considered to be impaired i’ objective evidence
indicates that one or more events bave had a negative effect on the estimated future cash flows of that

Non-financial assels

The carrying amounts of non-financial assets other than inventories and deferred tax asset, are
assessed at each reporting date to ascertain whether there is any indication of impairment. If any such
indication exists then the asset’s recoverable amount is estimated. An impairment loss is recognized,
as an expense in the profit and loss account, for the amount by which the asset’s carrying amount
exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value less cost
to sell and value in use. Value in use is ascertained through discounting of the estimated future cash
flows using a discount rate that reflects current market assessments of the time value of money and the
risk specific to the assets. 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 has been 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 impairment loss had been recognized.

Muf
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4.12

4.13

4.14

Provisions

Provisions are recognized when the Company has 2 legal or constructive obligation as a result of past
events and it is probable that an outflow of resources embodying economic benefits will be required to
seftle the obligation and a reliable estimate of the amount can be made. However, provisions are
reviewed at each balance sheet date and adjusted to reflect current best estimate.

Retirement and termination benefits

The main features of the scheme operated by the Company for its emplovees are as follows:

Defined benefit plan

The Company operated an unfunded gratuity scheme till 31 December 2012 for all employees except
for Managing Director. Anoual provision was made on the basis of actuarial valuation to cover
obligations under the scheme for all employees eligible to gratuity benefits irrespective of the

qualifying period.

The actuarial valuation of gratuity scheme was conducted in accordance with IAS 19, 'Employee
benefits' at 30 June 2014.

Defined contribution scheme

Provident fund

The Company introduced contributory provident fund from 01 July 2011 for all employees. The
Commissioner Inland Revenue has accorded recognition to the fund on 11 October 2013 under the
provision of Income Tax Ordinance, 2001. Equal monthly contributions to the fund at the rate of 10%

of basic salary are made by the Company and the employees.
Revenue recognition
Revenue is recognized when following criteria is met:

The amount of revenue can be measured reliably;
It is probable that the economic benefits associated with the transaction will flow to the entity;

and
= The cost incurred for the transaction and the cost to complete the transaction can be measured

reliably.

Income from initial listing fee is recognized when the securities are initially listed on the
ready board, Income from annual listing fee is recognized on an accrual basis over a 12
month period commencing from July to June in each financial year. Income from additional

listing is booked when companies announce bonus or right or specie dividends; in case of
right issues at discount income is booked when approval is granted by the SECP for

issuance of right shares.

Income in respéct of trading by members in ready and future counter is recognized when
the transaction takes place as per trade date accounting practices.

Income in respect of trading by members in Continuous Funding System (CES) is
recognized when the financing is settled.

Rental income, facilities and equipment fee, non-operating facilities income and

0
membership fees are recognized on accrual basis while other fees are recognized when
received.
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4,17

4.18

o Investments purchased at premium or discount, are amortized through the income and
expenditure account using the effective interest rate method.

o Income from investments and bank accounts is recognized on an accrual basis.
o Dividend income is recognized when the Company's right to receive payment is established.

o For revenue arising from the rendering of services relating to software sales (provided that
all of the criteria mentioned above are met) revenue is recognized by reference to the stage
of completion of the transaction at the balance sheet date,

Borrowing costs

Bon‘owmg costs incurred on long term finances directly attributable for the constmctmn / acquisition .
of qualifying assets are capitalized up to the date the respective assets are available for intended use.
All other mark-up, interest and other related charges are taken to the profit and loss account.

Taxation

Income tax on profit or loss for the year comprises cuirent and deferred tax.

a) Current

Provision for tax on other income and local business income is based on taxable income at the
rates applicable for the current tax year, after considering the rebates and tax credits available, if
any. The tax charge as calculated above is compared with turnover tax under Section 113 of the
Income Tax Ordinance, 2001 and whichever is higher, is provided in these financial statements.

b) Deferred

Deferred taxation is recognized, using the balance sheet liability method, providing for all
temporary differences between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for taxation purposes. The amount of deferred tax
recognized is based on the expected manner of the realization or settlement of the carrying
amount of assets and liabilities, using rates of taxation enacted or substantially enacted at the

balance sheet date.

Deferred tax assets are recognized for all deductible temporary differences and unused tax losses,
to the extent that it is probable that taxable profit will be available against which the deductible
temporary differences and unused tax losses can be utilized. Deferred tax assets are reduced to
the extent that they are no longer probable that the related tax benefit will be realized.

Operating segments

Operating segments are reported in a manner consistent with the internal reporting provided to the
chief operating decision maker. The chief operating decision maker, who is responsible for allocating
resources and assessing performance of the operating segments, has been identified as the Board of
Directors of the Company that makes strategic decisions. :

Earnings per share

The Company presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic
EPS is calculated by dividing the profit after tax attributable to ordinary shareholders of the Company
by the weighted average number of ordinary shares outstanding during the yea;r

Aewris oo




. “ . ‘
1 [ d
— | AerESat —

(-

i

iy

e

Bk [ IATE

ety

Initial application of new standards, interpretations or amendments to existing standards and

forthcoming requirements

5.1 Standards, amendments or interpretations which became effective during the year

During the year certain amendments to standards or new interpretations became effective, however,
the amendments or interpretation did not have any material effect on the financial statements of the

Company except as mentioned in note 3.

5.2 New / revised accounting standards, amendments to published accounting standards, and
interpretations that are not yet effective '

The following standards, amendments and interpretations of approved accounting standards will be
effective for accounting periods beginning on or after 01 July 2014: '

" JFRIC 21- Levies ‘an Interpretation on the accounting for levies imposed by governments’.
(effective for annual periods beginning on or after 1 January 2014), The Interpretation clarifies
that the obligating event that gives rise to a liability to pay a levy is the activity described in the
relevant legislation that triggers the payment of the levy. The interpretation is not likely to have
an impact on Company’s financial statements.

R Offsetting Financial Assets and Financial Liabilities (Amendments to IAS 32) ~ (effective for
annual periods beginning on or after 1 January 2014). The amendments address inconsistencies in
current practice when applying the offsetting criteria in IAS 32 Financial Instruments:
Presentation. The amendments clarify the meaning of ‘currently has a legally enforceable_.-l_‘ight of
set-off; and that some gross settlement systems may be considered equivalent to net settlement.
The amendments are not likely to have an impact on Company’s financial statements.

'® Amendment to JAS 36 “Impairment of Assets” Recoverable Amount Disclosures for Non-
Financial Assets (effective for annual periods beginning on or after 1 January 2014). These
narrow-scope amendments to IAS 36 “Impairment of Assets” address, the disclosure of
information about the recoverable amount of impaired assets if that amount is based on fair value

less costs of disposal.

®  Amendments to IAS 39 “Financial Instruments; Recognition and Measurement” Continuing
hedge accounting after derivative novation (effective for annual periods beginning on or after 1
January 2014). The amendments add a limited exception fo IAS 39, to provide relief from
discontinuing an existing hedging relationship when a novation that was not contemplated in the
original hedging documentation meets specific criteria. The amendments are not likely to have an

impact on Company’s financial statements.

® Amendments to IAS 19 “Employee Benefits” employee contributions ~ a practical approach
(effective for annual periods beginning on or after 1 July 2014). The practical expedient
addresses an issue that arose when amendments were made in 2011 to the previous pension
accounting requirements. The amendments introduce a relief that will reduce the complexity and
burden of accounting for certain contributions from employees or third parties. The amendments
are relevant only to defined benefit plans that involve contributions from employees or third
parties meeting certain criteria. The amendments are not likely to have an impact on Company’s

financial statements.
At FA )
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Amendments to IAS 38 “Intangible Assets” and IAS 16 “Property, Plant and Equipment”
(effective for annual periods beginning on or after 1 January 2016) introduce severe restrictions
on the use of revenue-based amortization for intangjble and explicitly state that revenue-based
methods of depreciation cannot be used for property, plant and equipment. The rebuttable
presumption that the use of revenue-based amortisation methods for intangible is inappropriate
can be overcome only when revenue and the consumption of the economic benefits of the
intangible are *highly correlated’, or when the intangible asset is expressed as a méasure of
revenue. The amendments are not likely to have an impact on Company’s financial statements,

IFRS 10 “Consolidated Financial Statements” — (effective for annual periods beginning on-or '
after 1 January 2015) replaces the part of IAS 27 “Consolidatéd and Separate Financial
Statements”. IFRS 10 introduces a new approach to determining which investees should be
consolidated. The single model to be applied in the control analysis requires that an investor
controls an investee when the investor is exposed, or has rights, to variable returmns from its
involvement with the investee and bas the ability to affect those returns through its power over
the investee. IFRS 10 has made consequential changes to IAS 27 which is now called “Separate
Financial Statements” and will deal with only separate financial statements. The amendments are
not likely to have an impact on Company’s financial statements,

IFRS 11 “Joint Arrangements” (effective for annual periods beginning on or after 1 January
2015) replaces IAS 31 “Interests in Joint Ventures”. Firstly, it carves out from IAS 31, jointly
controlled entities, those cases in which although there is a separate vehicle, that separation is
ineffective in certain ways. These arrangements are freated similarly to jointly controlled
assets/operations under IAS 31 and are now called joint operations. Secondly, the remainder of
TAS 31, jointly controlled entities, now called joint ventures, are stripped of the free choice of
using the equity method or proportionate consolidation; they must now always use th__e: equity
method. IFRS 11 has also made consequential changes in IAS 28, which has now beenlnaméd
“Investment in Associates and Joint Ventures”. The amendments requiring business combination
accounting to be applied to acquisitions of interests in a joint operation that constitutes a business
are effective for annual periods beginning on or after 1 January 2016. The amendments are not
likely to have an impact on Company’s financial statements.

IFRS 12 “Disclosure of Interest in Other Entities” (effective for annual periods beginning on or
after 1 January 2015) combines the disclosure requirements for entities that bave interests in
subsidiaries, joint arrangements (i.e. joint operations or joint ventures), associates and/or
unconsolidated structured entities; into one place. The amendments are not likely to have an

impact on Company’s financial statements.

IFRS 13 “Fair Value Measurement” effective for annual periods beginning on or after 1 January
2015) defines fair value, establishes a framework for measuring fair value and sets out disclosure
requirements for fair value measurements. IFRS 13 explains how to measure fair value when it is
required by other IFRSs. It does not introduce new fair value measurements, nor does it eliminate
the practicability exceptions to fair value measurements that currently exist in certain standards.
The amendments are not likely to have an impact on Company’s financial statements. :

Amendment to IAS 27 “Separate Financial Statement” (effective for annual periods beginning on
or after 1 January 2016). The amendments to TAS 27 will allow entities to use the equity method
to account for investments in subsidiaries, joint ventures and associates in their separate financial
statements. The amendments are not likely to have an impact on Company’s financial statements.
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Agriculture: Bearer Plants [Amendment to IAS 16 and IAS 41] (effective for annual periods
beginning on or after 1 January 2016). Bearer plants are now in the scope of IAS 16 Property,
Plant and Equipment for measurement and disclosure purposes. Therefore, a company can elect
to measure bearer plants at cost. However, the produce growing on bearer plants will continue to
be measured at fair value less costs to sell under IAS 41 Agriculture. A bearer plant is a plant that
is used in the supply of agricultural produce, is expected to bear produce for more than one
period and has a remote likelihood of being sold as agricultural produce. Before maturity, bearer
plants are accounted for in the same way as self-constructed items of property, plant and
equipment during construction. The amendments are not likely to have an impact on Company’s

financial statements.

Annual Improvements 2010-2012 and 2011-2013 cycles (most amendments will apply prospectively
for annual period beginning on or after 1 July 2014). The new cycle of improvements contain

amendments to the following standards;

.
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IFRS 2 “Share-based Payment”. IFRS 2 has been amended to clarify the definition of ‘vesting
condition’ by separately defining 'performance condition' and 'service condition'. The amendment
also clarifies both; how to distinguish between a market condition and a non-market performance
condition and the basis on which a performance condition can be diﬂerentiat@d_ﬁ‘__om a vesting

condition.

IFRS 3 “Business Combinations™. These amendments clarify the classification and measurement
of contingent consideration in a business combination. Further IFRS 3 has also been amended to
clarify that the standard does not apply to the accounting for the formation of all types of joint
arrangements including joint operations in the financial statements of the joint arrangement

themselves.

IFRS § “Operating Segments” has been amended to explicitly require the disclosure of judgments
made by management in applying the aggregation criteria. In addition this amendment clanﬁcs
that a reconciliation of the total of the reportable segment’s assets to the entity assets is re:qmred
only if this information is regularly provided to the entity’s chief operating decision maker. This
change aligns the disclosure requirements with those for segment liabilities.

Amendments to IAS 16 “Property, plant and equipment” and-IAS 38 “Intangible Assets”. The
amendments clarify the requirements of the revaluation model in IAS 16 and IAS 38, recogpizing
that the restatement of accumulated depreciation (amortization) is not always proportionate to the

change in the gross carrying amount of the asset.

IAS 24 “Related Party Disclosure”. The definition of related party is extended to include a
management entity that provides key management personnel services to the reporting entrty,

either directly or through a group entity.

IAS 40 “Investment Property”. IAS 40 has been amended to clérify that an entity should assess
whether an acquired property is an investment property under IAS 40 and perform a separate
assessment under IFRS 3 to determine whether the acquisition of the investment property

constitutes a business combination.
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6 Share capital

6.1  Authorized share capital

2014 2013 Note 2014 - 2013
{Number of shares) (Rupees in thousand)

200,000,000 200,000,000 Ordinary shares of Rs. 10/~ each 2,000,000 2,000,000
6.1 Issued, subseribed and paid-up capital

2014 2013
(Number of shares)

128,284,200 128,284,200 Ordinary shares of Rs. 10/- each issued )
for consideration other than cash 6.3 1,282,842 1,282,842

6.3 On 15 August 2012, in accordance with the requirements of the Stock Exchanges (Corporatization, Demutualization
and Integration) Act, 2012 ("The Act"), 128,284,200 shares were allotted to. the initial share holders of the Company in

the following manner; -

40 % of the shares of the Company were credited to the CDC sub accounts of initial shareholders in

dematerialized format; and

60% of the shares were deposited into a blocked sub account of the initial shareholder until such date that these
shares are disposed of in accordance with Section 12 of the Act.

6.4 No associated undertaking holds any share in the Company.

2014 2013
Note (Rupees in thousand)
7 Reserves
Capital reserves
Fair value reserves U (4,180) (417)
Reyvenue reserves
Unappropriated profits 154,136 77,807
149,956 77,390

7.1  This represents the Company’s share of unrealized loss on investments in equity-accounted investees.

2014 2013
Note (Rupees in thousand)
8 Surplus on revaluation of property and equipment
Balance at 01 July 60,879 420,681
Surplus on revaluation of property and equipment converted to share capital
- pursuance to the scheme of demutualization and corporatization - (358,156)
Transfer to accumulated income in respect of )
incremental depreciation - net of tax T (L,630) . . . (1,646)
Balance at 30 June 59,049, _ 60,879
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Note (Rupees in thousand)

Long term liabilities

Lease deposits 9.1 18,782 27,161

Members' deposits 9.2 125,752 17,219

Security deposits 9.3 48,241 48,633

192,775 93,013

91 Lease deposits

Total
Members Tenants 2014 2013
Note (Rupees in thousand) -——-—=--—mm---
Lease term 99 years l to 3 years
Opening balance 17,719 27,437 45,156 | 32,058
Deposit received - 28,123 28,123 || 46,728
17,718 55,560 v 73,279 78,786
Less: credited to profit
and loss account 9.1.1 218 40,829 41,047 33,630
17,501 14,731 32232 45,156
Less: current portion of
long term liabilities 12 218 13,232 13,450 17,995
17,283 1,499 18,782 27,161

9.1.1 These deposits represent advance rental received from members and tenants for renting out of office
space. It is charged to profit and loss account over the agreement period. Its current portion includes the
amount to be charged to profit and loss account during the next year.

9.1.2 Tenants deposits include deposits received from National Clearing Company of Pakistan Limited
(NCCPL) and Central Depository Company of Pakistan Limited (CDC) (associated companies)
amounting to Rs. 3.2 million and Rs. 0.72 million respectively against the offices rented out to these
companies. -

9.2 Members' deposits
The members of the Company in their General Meeting held on 14 December 2012 decided to start the
construction of second tower (south tower). For the said purpose Rs. 108.87 million was collected from
the members during the year. : i

2014 2013
Note (Rupees in thousand)

9.3 Security deposits i
Deposits received against:

- clearing house 9.3.1&932 44,719 45,090
- furnished rooms 933 2,850 2,850
- others 672 ] 693

48,241 48,633

9.3.1 These interest free deposits have been received from members of the Compaﬁy fcr clearing house
operations. ' § ¢

932  Total value of securities, pledged as margins against the exposures taken by the members is Rs 119.277
million at 30 June 2014 (2013: Rs. 207.234 million).
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9.3.3 These interest free deposits have been received from members of the Company as security against
furnished rooms provided to them at Faisalabad and Sialkot trading floors.

2014 2013
Note (Rupees in thousand)
Deferred liabilities
Gratuity scheme . 10.7 5,862 3595
Provision for earned leaves 10.2 1,694 3,090
Employees' welfare fund 10.3 1,352 1,060
Provident fund 104 - T 12,662
8,908 20,407
10.1  Gratuity scheme
10.1.1 Balances recognized in the balance
sheet are as follows:
Present value of defined benefit obligation 10.1.3 I5,862 4777
Unrecognised actuarial loss - _ (1,182)
5,862 3,595
10.1.2 Change in present value of net staff gratuity’
Liability at 01 July 3,595 22,590
Charge to profit and loss account 910 15,143
Charge to other comprehensive income 1,357 -
Payments made during the year - (34,138)
Liability at 30 June 5,862 = 3,595
10.1.3 Movement in the present yalue of defined
benefit obligation:
Present value of defined benefit obligation as 01 July 4,777 25,335
Current service cost 724 2,653
Interest cost 186 1,891
Benefits paid - (34,138)
Benefits due but not paid (1,182) , =
Loss due to settlements = 8,241
Actuarial loss / (gain) on present value of defined , :
obligation : - 795
Remeasurement of plan charged to OCI 10.1.5 1,357 =
Present value of defined benefit obligation as 30 June 5,862 4,777
10.1.4 The amounts recognized in the profit and
loss account are as follows:
Current service cost 724 . . 7 2,653
Interest cost 186 1,891
Actuarial loss charged - 15
Share of actuarial loss recognised for settlement - 2,343
Loss due to seftlements z 8,241
910 15,143
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10.1.5 The amount recognised in other comprehensive income
Remeasurement of plan obligation from:
- Experience on obligation 1,357 -
1,357 5
10.1.6 Expected contribution for next year
Current service cost 76 724
Interest cost on defined benefit obligation 386 502
1,262 1,226
10.1.7 The principal actuarial assumptions at the reporting
date were as follows:
- Discount rate used for interest cost in profit or loss 10.5% 11.0%
- Discount rate used for year end obligation 13.5% -
- Expected increase in eligible salary 12% to 12.5% 10.0% -
- Retirement assumption Age 60 - Age 60
Mortality rate
Mortality of active employees is represented by the SLIC (2001-2005) Mortality Table with One year
Setback. The table has been rated down three years for mortality of female pensioners and widows. '
These figures are based on the actuarial valuation as at 30 June 2014. The valuation uses the Projected
Unit Credit method. '
10.1.8 Sensitivity analysis
Reasonably possible changes at the reporting date to one of the relevant actuarial assumptions, holding
other assumptions constant, would have affected the defined benefit obligation by the amounts shown
below: '
Impact on defined benefit obligation
Change in Increasein  Decrease in
assumption  assumption assumption
Percentage (Rupees in thousand)
Discount rate 1% 2,597 3,145
Salary growth rate 1% 3,147 2,590
10.1.9 Historical information for gratuity plan
2014 2013 2012 2011
(Rupees in thousand)
Present value of defined
benefit obligation 5,862 4,777 25,335 19,761
Experience adjustment _
on obligation 1,357 - (994) -
Awrzes Loy
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2014 2013
(Rupees in thousand)

10.2 Provision for earned leaves

Opening balance 3,089 9,038
Expense for the year 988 2,672
Payments made during the year (2,383) (8,621)
Closing balance ' 1,694 3,089 .

The policy of leave encashment was discontinued in December 2012 by the Company. However the
service contract of Managing Director entitled him for leave encashment of 30 days, for each year,
which may accumulate for 3 years and which has been provided for according to the terms of

agreement.

10.3  Employees' welfare fund

This fund was created in 1992 in accordance with the decision of the Board of Directors, for welfare of
the Company's employees. Movement in this fund during the year is as follows: '

2014 2013
Note (Rupees in thousand)
Opening balance 1,060 " 1,055
Provision for the year 1,422 1,000
Payments made during the year 1,130) ©(995)
Closing balance 1,352 - - 1,060

10.4 The Company introduced contributory provident fund from 01 July 2011 for all employees. All
employees on the payroll of the Company are entitled to be members of the Provident Fund. The
employee's contribution, equal to 10% of the basic salary, is deducted each month from the payroll. The
Company contributes an equal amount each month. Employees are registered as members of the
provident fund on submission of the "Provident Fund Declaration / Nomination” form.

During the year the Company created "Lahore Stock Exchange Provident Fund Trust" under the trust
deed dated 11 October 2013 and recognized by the Commissioner of Inland Revenue in accordance
with Income Tax Ordinance, 2001. Subsequent to recognition, all balance related to the fund were

transferred to the Trust.

10.4.1 Provident fund assets

2014 2013 2014 2013
Y%age (Rupees in thousand)

Size of the fund - total assets : = = 15822 = . 12,662
Cost of investments - = 12,865 11,300
Percentage of investments made 81.3% 89.2%
The break-up of fair value of investments is:

Term deposit receipts .- 74.2% e . 9,400

Certificates of Islamic Investment - _ . 50,6% - .. 8,000 ° _ -

Cash at bank in saving accounts : 36.5% 150% 5772 1,900

87.0% - 89.2% 13,772 11,300

The investments out of provident fund as disclosed above have been made in accordance with the provisions of
section 227 of the Companies Ordinance, 1984 and the rules formulated for this purpose. * ;
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2014 2013

Note (Rupeeé in thouéand)

Trade and other payables
Creditors 12,857 9,669
Due to members 4,2'42 3,405
Defaulted members' securities sale proceeds 111 7 8,088 78,088
Defaulted members' membership sale proceeds 112 31,421 27,516
Accrued expenses 6,548 3,457
Advance payments received from:

- members P[] 18,497 28,345

- companies / others 4,637 7,969
Due to suspended and defaulted members 11.4 3,171 3,171
Security deposit of ex-members o 1,025 1,025
Retention money _ - 4,895 =516
Members' cash deposits for settlement of future trading 150 150
Dividend payable 4,642 2,341
Provision for re-registration fee 15,029 15,029
Other payables 2,512 3,312

11.1

187,714 184,647

This amount represents the value of securities sold by the Company, which had been pledged to the
Company's Clearing House through the sub account of an investor namely Mian Nisar Elzhi from the
house of Mr. Tanveer Malik (Mian Nisar Elahi and Iftikhar Shafi were declared as one entity by the
SECP and shares lying in the said account declared proceeds of price manipulation). SECP carried-
out an investigation of May-June 2000 crisis at the Company, where a number of members had
defaulted in making payments to the Company’s Clearing House. As per the SECP’s Order dated 09
April 2001, certain members and investors were identified as being responsible for the crisis. Two
members namely Mr. Iftikhar Shafi and Mr. Tanveer Malik were removed from their memberships of

the Company.

After the SECP’s above referred order, the Company sold the shares pledged in account of Mian
Nisar Elahi (investor) having account with Mr. Tanveer Malik and realized amounts aggregating Rs.
78.088 million. The defaulted members / investors challenged SECP’s order before the Lahore High
Court (LHC), which remanded the case back to SECP for hearing afresh. SECP challenged the LHC’s
order before the Supreme Court of Pakistan, which set aside the LHC’s order and directed the
defaulted members / investors to approach SECP for filing appeals .as per relevant provision of the
Securities and Exchange Commission of Pakistan Act, 1997 being the only appropriate forum as per
the Securities and Exchange Ordinance, 1969.
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The Appellate Bench of SECP, in its order dated 30 July 2002, while upholding the earlier order of
Single Commissioner held that; “In view of the said violations the removal of the Appellants Mr.
Iftikhar Shafi and Mr. Tanveer Malik from the membership of Lahore Stock Exchange as directed in
the impugned order is also maintained. The shares lying in the Appellant Mian Nisar Elahi’s sub-
account No. 577 of the Appellant Mr. Tanveer Malik held with CDC shall not be transferred there
from and proceed from the sale of shares from the said account pledged with clearing house that are
kept in escrow account of LSE shall not be utilized until final determination of the quantum of the

Appellant Mr. Iftikhar Shafi’s default obligations.”

The Company has filed a Review Petition before the SECP’s Appellate Bench, which passe:d the
Order dated 30 July 2002, for rectification of the following areas of the order:

(a) sale proceeds from the sale of securities of defaulted members are lying in the ‘Deposit
Accounts’ of the Company and not in the ‘Escrow Accounts’; and -

(b) the Company, as per its default regulations, has already determined quantum of the default
obligations.

The Company has also filed Commercial Appeal before the LHC by partially challenging the SECP
Appellate Bench'’s order to enforce recovery of the defaulted amounts. The members/investors, who
were held responsible in orders dated April 09, 2001 and July 09, 2002 by, Single Commissioner &
Appellate Bench respectively, have also challenged the said decisions of SECP by filing Commercial
Appeals before the Honorble LHC which are pending adjudication. The Company and Legal Heirs of -
(Mian Nisar Elahi) are in process to finalize the settlement agreement. This agreement shall be
effective after approval of Lahore High Court.

11.2  This represents amounts realized through auctions of the defaulted members' memberships and have
been retained by the Company for settlement of claims against these members. .

11.3  These represent margins received from members against their exposures for trading.

11.4 - This represents amount payable to suspended and defaultcd members on account of trading in the
clearing house of the Company.

2014 2013
Note (Rupees in thousand)
Current portion of long term liabilities
Current potion of liabilities against
assets subject to finance lease - 268
Lease deposits 9.1 . 13,450 17,995
A3 g 13,450 | _ 18,_263 |
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Members' contribution fund

Opening balance

Add: interest on bank deposits

Less:

Transferred to TREC Holders Contribution Fund Trust
Payments made during the year
Fund management fees paid to the Company

Note

32

2014 2013
(Rupees in thousand)

519,734 495,179

18,588 44,889
(530,032) (20,250)
(57) (84)
(89.2 33) -
(538,322) (20,334)
- 519,734

13.1  The Company established "Members' Contribution Fund Trust" (MCF Trust) through a trust deed on
14 April 2006 and transferred members' contributions and interest earned thereon, which were
received subsequent to 14 April 2006 amounting to Rs. 75.651 million, to MCF Trust. On 7 March
2013, the Company established another trust i.e. "TREC Holders' Contribution Fund Trust" (TREC
Trust) through a trust deed and transfered members' contributions, which were received prior to 14
April 2006, and interest earned thereon amounting to:Rs. 530,032 million, to TREC Trust.

132 Since 1 July 2011, all contribution by members are being deducted by the Company from the
member's settlement accounts and are transferred to MCF Trust at the rate prescribed by Securities

and Exchange Commission of Pakistan i.e. 0.0008925% per transaction.

14  Investors' protection fund

Balance at 01 July

Add:
Profit / interest accrued on bank deposits
Contribution received during the year

Less: :
Transferred to "Investors' Protection Fund Trust"
With holding tax on interest on bank deposits
Payments during the year

Fund management fees paid to the Company

2014 2013
(Rupees in thousand)

261,812 242,689
22,970 25,163
199 216
23,169 19,123

276,785)| -

(568) -
(60) (6,256)

(7,568) -
(284,981) (6,256)
3 261,812

14.1  The Company established "Investors' Protection Fund Trust" (IPF Trust) ﬂuoﬁgh’ atrust deed on 19
' May 2013 and transferred investors' contributions and interest eamed thereon amounting to. Rs. -

276.785 million te IPF Trust.
e ey
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Contingencies and commitments

15.1

15.2

15.3

15.4

15.5

15.6

The Lahore High Court, Lahore, vide its judgment and decree dated 18 December 2006 has decreed
the Civil Original Suit against the Company and Central Depository Company, jointly and severally,
which was filed by Mian Nisar Elahi against disposal of the pledged shares. The said shares, as per the
Company's point of view, were disposed-off pursuant to the order dated 09 April 2001 of the
Securities and Exchange Commission of Pakistan (SECP), which was subsequently upheld by the
Appellate Bench of SECP. The Company has challenged the said order by filing ICA No.1 of 2007,
whereby the Appellate Court has suspended the order dated 18 December 2006 of the learned single
Judge subject to freezing of Rs. 120 million for payment of the awarded amount and furnishing of
corporate guarantee. The Intra Court Appeal is still pending before the Lahore High Court.

Mr. Aslam Motiwala (the Appellant) has filed a civil suit in the Court of Senior Civil Judge, Lahore
seeking damages in the amount of Rs. 109.363 million against the Company. The Appellant seeks
directions to the Company for settling trades, which the Company had cancelled. No provision in this
regard has been made in the books of account as-the Company expects a favourable outcome of the

case,

Mr. Haji ljaz Ahmed Mirza, the land lord of Sialkot trading floor filed a suit against the Company
before the Court of the Senior Civil Judge, Sialkot for recovery of Rs. 20.969 million along with
damages. First case amounting to Rs. 4.046 million was decreed in favour of Haji Ijaz Mirza and the
Company was directed to pay Rs. 5.046 million. The Company filed an appeal in the Honourable
Lahore High Court, Lahore which was. accepted and decree against the Company was set aside.
Against the judgment and decree of High Court, Mr. Héji [jaz Mirza has filed Civil Appeal in
Supreme Court for setting aside order of the High Court which is pending adjudication, however, no
actual date has been fixed so far. No provision has been made in this respect as the Company expects

a favourable decision.

Mr. Haji [jaz Ahmed Mirza, the land lord of Sialkot trading floor filed a suit against the Company
before the Court of the learned Civil Judge 1st Class, Sialkot for recovery of Rs. 8.093 million and Rs.
8.829 million. No provision has been made in this respect as the Company expects a favourable

decision.

Main Shakeel Aslam (ex MD of the Company) has filed a civil suit for recovery along with damage
amounting to Rs. 135.301 million against the Company and its directors. The Company has also filed
a counter claim / suit for recovery of Rs. 220.927 million along with damages against Main Shakeel
Aslam. The Company expects a favourable decision in both cases.

Commitments for capital expenditure outstanding at 30 June 2014 were Rs. 263.851 million (30 June
2013: Rs. 4.623 million). ' '

2014 2013
Note (Rupees in thousand)

Property and equipment

Property and equipment
Capital work in progress

¥ a=) ]

161 468,443 470,576
16.2 . 204,690 . 26917

673,133 497,493
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rl 2014 2013
Note (Rupees in thousand)
ﬂi 16.2 Capital work in progress
“ Civil works 148,654 23,942
i Advances 16.2.2 56,036 2,975
i 204,690 ' 26,917
| 16.2.1 Movement in capifal work in progress
Opening balances 29,892 20,475
= Additions during the period 121,127 19,209
. Transferred to property and equipment (2,366) (12,767)
Closing balance ' 204,690 26,917
‘ 16.2.2  This includes provision amounting to Rs. 7.723 million against advance paid to Mughals Pakistan
] (Private) Limited (the contractor) for construction of Lahore Stock Exchange second tower. This
advance was secured against an irrevocable bank guarantee arranged by the contractor, which had
_ expired on 17 September 2004. The contractor has submitted an undertaking to furnish a new bank
J guarantee in place of the expired bank guarantee, however new bank guarantee has not been
v furnished by the contractor. ' : : :
] 2014 2013
Note (Rupees in thousand)
h} 17 Intangibles
o Computer sofiware and licences
J
Cost:
Balance at beginning of the year 17,500 17,500
== Addition during the year 94 _—
Balance at end of the year 17,594 17,500
Amortization:
Balance at beginning of the year 17,333 17,216
ol Amortization for the year ' 34 123 117
) ; Balance at end of the year 17,456 17,333
- Amortization on intangibles is charged at 33% per annum
~ Carrying amounts 138 167
Reorrrts b
M
i
e
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Long term loans

Secured - considered good:

Loans to staff :
- Executives

- Others

Less: current portion

19.1 Reconciliation of carrying amount of
loans to executive:

Opening balance
Disbursements during the year

Recovery / deduction

Closing balance

Note

19.1&19.2

23

2014

2013

(Rupees in thousand)

14,450 181
- 24
14,450 205

@612) (87)
-11,333 118
181 5,817
15,200 344

(931) (2,980)
181

14,450

192  This represents loans to executives and employees of the Company for copstruction of house and
expenses on medical treatment or the medical treatment of any near relatives as per the policy of the

Company.

During the year loan amounting to Rs. 15 million was granted to Managing Director of the Company
for construction of house. The loan is re-payable in 60 equal installment and carry a mark-up of 10%

per annum. The loan is secured against the documents of property and is approved by SECP.

193 Medical loan is interest free. All the loans are recoverable in monthly installments over 2 maximum

period of three years.

Long term deposits

This includes security deposits against utilities amounting to Rs. 0.384 million (2013 : Rs. 0.384 million) and
security deposits against trading floors in Sialkot and Faisalabad, amounting to Rs. 1.721 million (2013: Rs.

1.721 million).
Arras s
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2014
Balance at  Recognized Recc;gt:zed "™ Balance at
- beginning of in profit and . end of the
comprehensive
the year loss : year
income
---------------- (Rupees in thousand)----===-=-=-=---
21  Deferred tax asset
Taxable temporary difference
Accelerated tax depreciation allowances (11,923) 494 - (11,429)
Investments in associated companies (30,161) (3,4063) - (33,624)
Deductible temporary difference :
Accelerated tax amortisation allowance 3) 4 - 1
Liabilities against assets subject
to finance lease 94 %4) - -
Staff retirement benefit - gratuity 1,258 319 475 2,052
Staff retirement benefit - earned leaves 1,081 (488) - 593
Provision for doubtful receivables 47,461 1,723 : - 49,184
Provision for advances related to CWIP 7,595 - - 7,595
Unused tax losses and tax credits 39,101 (18,734) Coe 20,367
54,503 (20,239) 475 34,739
2013
Balance at  Recognized Recoﬂi;md m Halincs sea
beginning of in profit and R = .
the yiear foss: comprehensive pf the year
income '
---------------- (Rupees in thousand)--~---~--------
P
Deferred tax (asset) / liability
Taxable temporary difference
Accelerated tax depreciation allowances 8,577 3,346 - (11,923)
P
Investments in associated companies (28,290) ' (1,871) - (30,161) -
Deductible temporary difference
Accelerated tax amortisation allowance @ 1 . 1))
Liabilities against assets subject )
to finance lease 237 (143) - 94
Staff retirement benefit - gramity 7,907 (6,649) - 1,258 -
Staff retirement benefit - earned leaves 3,163 (2,082) - 1,081 -
Provision for doubtful receivables 46,985 476 - 47,461
Provision for advances related to CWIP - 7,595 - 7.595
Unused tax losses and tax credits 32,062 7,039 Lo 39,101
Aeronss by 53,483 1,020 - 54,503
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2014 2013

Note (Rupees in thousand)
Trade debts
Unsecured - considered good
Listing fee 22.1 20,232 22,181
Secured - considered good ' _
Fund management fee 32.1 29,836 18;221
' 50,068 40,402
22.1  Listing fees
Fees receivable from the listed companies -
considered good 20,232 22,181
Fees receivable from the listed companies - : .
considered doubtful 140,525 135,602
160,757 157,783
Less: provision made against doubtful receivable '
- specific 139,776 135,046
- general 22.1.1 749 556
140,525 135,602
20,232 22,181

22.1.1 General provision is charged up to 5% of good debtors (2013: 5%); calculated ori the basis of sector
wise historical analysis of outstanding receivables.

2014 2013
Note . (Rupees in thousand)
Loans and advances
Considered good
Due from defaulted / suspended members 23.1&23.2 125,752 161,637
Due from associated undertakings 233 1,300 4,387
Due from members 23.4 13,831 14,617
Due from others 5,177 3,459
Current portion of long term loans to employees 19 2,612 87
Advances to employees 1,431 1,542
150,103 185,729

23.1  These represent amounts due from the defaulted / suspended members who could not settle their
clearing house liabilities. The Company had recovered amounts aggregating Rs. 78.088 million from
these defaulted members by sale of their pledged shares. Please refer note 11.1 for details. Out of total
amount of receivable from members Rs. 35.885 million related to "Members' Contribution Fund",

which has been transferred to TREC Fund during the year.

232 (a) The Company, during the financial year ended 30 June 2002, auctioned the seat of one of the
defaulted / suspended members and realized an amount of Rs. 7.075 million. The Company has
the right, under its rules and regulations, to sell one other seats (Trading Right Entitlement
Certificate) belonging to the defaulted members namely Igbal Khawaja, however, the matter is
subjudice at various courts of law. At the current matket price, this may be sold for Rs. 3.02
million (2013: Rs. 13.25 million) appmxzmately

VT Y
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233

23.4

(b) The Company also has the right to sell 3 rooms belonging to above members. At the current
market price, the Company may realize Rs. 9.06 million, (2013: Rs. 18 million) approximately
from these sales. However, auction of these seats (Trading Right Entitlement Certificate) and
rooms is also up held due to pending court cases. Further, shares worth Rs. 1 ,038.29 million
(2013: Rs. 761.35 million) are also available with the Company but SECP has restricted the
Company from their sale, pending resolution of the court cases. These shares are held in the CDC
accounts and the Civil Judge - Lahore, vide his order dated 07 July 2003 has attached the CDC

accounts of a defaulted member and his associates.

Due from associates incudes balances of Rs. 0.861 million (2013: Rs. 3.675 million), Rs: 0.090 million
(2013: Rs. 0.075 million) and Rs. 0.349 million (2013: Rs. 0.637 million) receivable from National
Clearing Company of Pakistan Limited, Central Depository Company of Pakistan Limited and Pakistan
Mercantile Exchange Limited respectively. )

The balance includes Rs. 0.681 million (2013: Rs. 0.681 million) on account of provisional trading of
Kohat Cement Limited outstanding since the year 1995.

2014 2013

(Rupees in thousand)

Other receivables

QOther receivables: ]
Considered good 4,706 4,087
Considered doubtful 1,152 1,152

5858 5,239

Less: provision against doubtful receivables (1,152) (1,152)
4,706 4,087
241  Other receivables includes Rs. 2.004 million (2013: Rs. 1.309 million) receivable from other stock

exchanges, against which a provision or Rs. 1.152 million (2013: 1.152 million) have been created due
to doubtful receivables.

2014 2013
Note (Rupees in thousand)
Short term investments - held to maturity
Certificates of nvestment . 250 59,044 91,885
Government treasury bills _ 252 97,213 | 294,860
Term deposit receipts 25.3 109,147 640,395
265404 1,027,140
25.1  During the year the Company invested in Certificates of Investment (COI's) of Pak Brunei Investment

Company Limited at the rates ranging from 9% per annum to 9.95% per annum (2013: 9% per annum
to 9.8% per annum). The latest maturity of these COI's is 27 August 2014.

During the year the Company purchased Government Treasury Bills amounting to Rs. 45237, million

25.2
(2013: Rs. 517.13 million) , having a tenure of 6 and 12 months from the date of purchase ca.n'ymg P
mark-up at the rates ranging from 8.8% to 9.96% pér annum (20 13: 8.8%to 9.98% per annum).
253  Term deposit receipts, during the year, carried mark-up at rates ranging from 7% to 9.40% (2013: 7%
to 11.80%) per annum. : '
AT fey
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2014 . 2013

Note (Rupees in thousand) ~ -
Tax refunds due from government - net
Wealth tax paid:
- under protest 26.1 10,063 10,063
- with returns 26.2 461 - 461
10,524 10,524
Less: provision for wealth tax (3,728) - (3,728)
6,796 6,796
Tax deducted at source / advance tax - less provision 46,773 63,014

53,569 69,810

26.1  The ITAT, vide its order dated 03 June 2003, for the Assessment Years 1992-93 and 1994-95 to
2000-01 accepted the contention that the Company qualifies for exemption under section 5(1)(i)/clause
22 of the Second Schedule to the Wealth Tax Act, 1963 in all the years under consideration. Amounts
aggregating Rs. 10.063 million paid under protest have been grouped under ‘'tax refunds due from the

Government'.

26.2  The Department has filed a writ petition before the Lahore High Court, Lahore against the order of the
ITAT that the Company qualifies for exemption under the aforementioned clause of the reépealed
Wealth Tax Act, 1963 for the Assessment Years 1992-93, 1994-95 to 2000-01. The petition is pending

adjudication.

2014 2013

Note (Rupees in thousand)
Cash and bank balances
Cash in hand 174 163
Cash at banks on :
Current accounts 10,425 934
PLS accounts 27.1t0 27.3 . 228,199 243,748
Foreign currency accounts 5 5
238,629 244,687
Share transfer stamps 26 _ 37
238,829 244 887

27.1  These include Clearing House balances aggregating Rs. 23.814 million (2013: Rs. 30.471 million).

272 PLS accounts include defaulters' committee deposits aggregating Rs. 1.070 million (2013: Rs. 1.070
million)

273  PLS accounts, during the year, carried mark-up at rates ranging from 6% to 9% (2013: 6% to 9.25%)
per annum. :

T fry




1 2014 2013
[ Note (Rupees in thousand)

28 Feeincome

-‘1 Annual listing fee ' 66,687 58,808
Initial listing fee 9,078 1,192
Additional listing fee 33,636 32,668
] Listing service charges 525 225
Accredited agents 153 7
Membership transfers - 200
7 Automated trading fee - collected from members 28.1 525 552
! De-listing fees 200 . 400
Internet trading fees 130 60
Members' annual subscription - 15
} Inactive TREC holder fee 1,710 570
112,644 94,697
28.1  The Company, during the year, has paid transaction fees to SECP aggregating Rs. 0.169 million (2013: '
Rs.0.217 million).
= 2014 2013
Note (Rupees in thousand)
= 29 Rental income - net ' '
& Building rent from: : s
- banks 29,469 25,739
- associated companies 2,320 1,881
Members:
2] - ground rent 166 167
; - lease rentals 218 218
o . Others 9,040 8,157
41,213 36,162
il Direct expenses incidental to rental income (18,172) (16,871)
23,041 19,291
30  Profit on bank deposits and investments
Mark-up on deposit accounts 30.1 11,647 7,424
Term deposit receipts ' 20,840 25,433
o Treasury bills 14,223 17,883
Certificates of investment 3,967 4,628
50,677 55,368
e 30,1  This amount includes profit earned on funds frozen in different banks amountmg to Rs. 120 million in
accordance with Division Bench, Lahore High Court Order dated 24 January 2007 in ICA No. 1/2007
titled "Lahore Stock Exchange Vs. Mian Nisar Elahi etc". It may be mentioned that LSE has eamed a
. profit around Rs. 110.57 million (2013: Rs 91 million) on this deposit till 30 June 2014. This amount is
being taken into accounts as the interest income of the Company. In case of any decision to pay the
] frozen amount together with its accrued income, the income of the Company during the earlier years
i would need to be restated.
2014 2013
] : : (Rupees in thousand)
» 31 Software revenue '
: Ultra trade lease rentals from Islamabad Stock Exchange 830 1,146
Ij Broker net (software) 144 144
Back office (software) 834 835
Software sale and services 690 734
B Arzesgsy _ _ 2,498 ‘ 2,859
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2014 2013
Note (Rupees in thousand)
32  Other income
Income from financial assets:
Mark-up on loan to director 19.2 485 -
Income from assets other than financial assets
Room transfer fees - 15
Booth charges 60 60
Room maintenance fees 1,316 1,323
Anti-virus installation / dial-up connection fees 5 25
Gain on disposal of property and equipment 262 629
Recoveries against provisions of listing fees 1,764 22312
Fund management fee 321 27,635 13,008
QOther 6,369 6,603
37,411 23,975
37,896 23,975
32.1 This represents fund management fee charged from Members' Contribution Fund, Investors Protection Fund, TREC
Holder Contribution fund trust and IPF Trust as on 30 June 2014. As per resolution dated 28 February 2014 the
Board has decided that the Company will “charge a fees of 3% on the closing size of fund of the funds being
maintained by the Company. B
‘2014 2013
Note (Rupees in thousand)
33 Administrative expenses
Salaries and benefits 33.1 76,988 87,776
Salaries and benefits outsourced staff 1,158 7,754
I.T. and other related expenses 8,301 9,137
Insurance 1,572 1,624
Travelling and conveyance:
- directors 33.2 1,899 1,905
- staff and others 4,152 4,548
Printing and stationery 1,800 1,635
Utilities 6,570 5,783
Communication and public relations 6,229 6,045
Repair and maintenance 1360 1,292
Depreciation 16.1 7,242 7,068 |
Amortization 17 123 R
Fees and subscription 1,055 1,091
Rent and taxes 847 906
Security expenses 646 604
Marketing and advertisement 1,424 888
Auditor's remuneration:
- statutory audit 570 550
- out of pocket expenses 63 74
633 624
Training and courses 536 1,022
Miscellaneous expenses 4,867 4,661
127,402 144,480

33.1 Salaries and benefits include Rs. 0.910 million (2013: Rs. 15.143 million) and Rs. 3.084 million (2013: Rs. 3.411

million) in respect of contribution to gratuity and provident fund respectively.

332 This includes business travelling and conveyance expenses of Managing Director amounting to Rs. 1.637 million

(2013: Rs. 1.623 milljon).
s fot
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Other charges
Legal and professional charges:

- legal expenses
- retainership fees .

Consultancy charges:

- Demutualization expenses
- Special assignment
- Others

SECP Supervision fee

Donations

Loss on encashment of treasury bills
Provision for re-registration fee
Penalty imposed by LDA

Provision / write-off against:

- Doubtful fee receivable
- Due from members

Finance cost

Lease finance charges
Bank charges

Taxation
Taxation:

- Current
- Deferred

2014

2013

(Rupees in thousand)

2,237 9,998
675 1,005
2,912 11,003
1,160 7,827
2,032 1,601
1,342 2,071
4,534 11,499
1,126 643
. 325

= 69

- 15,029

z 2,475
6,727 - 5,791
- 1,294
15,299 48,128
62 71
241 125
303 196
16,647 6,325
20,239 (1,020)
36,886 5.305

The provision for current year taxation represents the tax liability based on presumptive tax regime (PTR).

Accordingly tax charge reconciliation has not been prepared and presented.

Earnings per share - basic and diluted
Profit for the year after taxation - Rupees in thousands

Weighted average number of shares - in thousands

Earnings per share - Rupees

There is no dilution effect on the basic EPS as the Company has no such commitments.

Anits fo,

2014 2013
107,652 38,697
128,284 128,284

. 0.84 0.30.
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Remuneration of directors and executives

Remuneration of directors and executives comprises as follows:

Particulars

Managerial remuneration
House rent

Utilities

Staff retirement benefits
Others

Number of executive directors

Number of non-executive directors

Particulars

Managerial remuneration
House rent

Utilities

Staff retirement benefits
Others

Number of key executives

Executive / managing director

2014

2013

(Rupees in thousand)

7,543 5,775
3,017 2,310
754 578
4,046 1,444
1,677 2,067
17,037 12,174
1 i
10 9
" Executives
2014 2013

(Rupees in thousand)

21,617 32,327
8,647 12,931
2,162 3,233
- 41,807
4,789 8,107
37,215 71,764

38 37

No director other than Managing Director is provided remuneration from the Company.

38.1  Four (2013: Ten) of the executives have been provided with Company maintaied cars.

38.2 Meeting fees aggregating Rs. 3.075 million (2013: Rs, 3.155 million) was paid to the directors

during the year.
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Financial instruments

The Company's principal financial liabilities comprise gratuity payable, provision for earned leaves, employee's
welfare fund and accrued and other liabilities. The financial assets comprise of investments, long term loans,
long term deposits, loans and advances, other receivables, mark-up receivable and cash and bank balances:.

The Company has exposure to the following risks from its use of financial instruments:
o

- Creditrisk
- Liquidity risk
+ = Marketrisk

The Board of Directors has overall responsibility for the. establishment and oversight of Company’s risk
management framework. The Board is also responsible. for developing and monitoring the Company's risk
management policies. ;

40.1 Credit risk

Credit risk represents the accounting loss that would be recognized at the reporting date if -counter
parties failed completely to perform as contracted. The Company's credit risk arises from deposits with
banks, investments, trade debts, long term loans, loans and advances and mark-up receivable. The
Company has no significant concentration of credit risk as exposure is spraad over a large number of

a

o e

4o

counter parties in the case of trade debts.

40.1.1 Exposure to credit risk

The carrying amount of. financial assets represents the maximum credit exposure. The maximum -

exposure to credit risk at the balance sheet date is:

2014

2013

(Rupees in thousandj

Short term investments C o 168,191 732,280
Bank balances 238,629 244,687
Loans and advances ) , 150,103 185,729
Trade debts - net of provision 50,068 40,402
Interest accrued - receivable 3,519 24,758
Other receivables - net of provision 4,706 4,087
Long term deposits ' 2,105 2,105
Long term loans : _ 11,838 118

629,159 1,234,166

All financial assets subject to credit exposure at the balance sheet date represent domestic parties.

‘é%ﬂ{
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40.1.2 Credit quality of financial assets

The credit quality of financial assets that are neither past due nor impaired can be assessed by reference to external
credit ratings or to historical information about counterparty default rates.

Loans advances and other receivables

Loans and advances primarily include due from defaulted / suspended members against which the Company holds
adequate assets of these members. In respect of due from members, the management, based on past experience and .
long standing relationship with them, does not expect any non-performance by these members.

Long term loans

The Company has provided loan to its employees and does not expect to have any material loss. These loans are
interest free. '

Trade debts

Year wise aging of trade debts at the reporting date is as follows:

2014 2013
Note * (Rupees in thousand)
Neither past due not impaired 31,293 18,906
Past due less than 1 year " 11,530 32,781
Past due more than 1 but less than 2 years 18,102 35,931
Past due more than 2 years 129,668 88,386
' 190,593 176,004
Less: provision made against doubtful fees receivable 2211 140,525 135,602
; 50,068 40,402
The movement in provision for doubtful fee receivables during the year is as follows:
Balance at 01 July 135,602 134,242
Provision made during the year 6,727 5,791
Reversal / write off of provision during the year (1,804) (4,431)
Balance at 30 June . 140,525 135,602

Based on past experience the management beligves that no further provision is required in respect of irade receivables
considered good at 30 June 2014. Further, provision against doubtful fees receivable, to the extent considered
necessary, has been recognised in these financial statements.

Bank balanees and other investments in financial institutions

Bank balances at balance sheet date are classified as follows:

2014 - 2013
Note : (Rupees in thousand)
Foreign currency . 5 5
Domestic currency 238,624 244,682

ABTHE Loy 27 138,629 244,687
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The credit quality of Company's bank balances and certificate of investments can be assessed with reference to

external credit rating agencies as follows:

Banks Batiag Rating agency s z 213

Short term Long term : (Rupees in thousand)
Faysal Bank Limited Al+ AA PACRA 53,639 49,088
MCB Bank Limited Al+ AAA PACRA 125,510 253,145
Bank Al Falah Limited Al+ AA PACRA 107,035 194,911
Bank Al Habib Limited Al+ AA+ PACRA 33,916 137,868
Allied Bank Limited Al+ AA+ PACRA 45,252 23,781
KASB Bank Limited A3 BBB PACRA 840 789
Askari Comnmercial bank Limited Al+ AA PACRA 20,755 19,409
United Bank Limited AL AA+ JCR-VIS 3 156,170
Habib Bank Limited A-1+ AAA JCR-VIS 51,672 45,719
National Bank of Pakistan Limited A-1+ AAA JCR-VIS 268. 374
Summit Bank Limited A-3 A- JCR-VIS 4,143 3,389
Pak Brunei Investment Compaiy A-1+ AA+ JCR-VIS 59,044 91,885
502,079 976,528

40.1.3 Concentration of credit risk

Concentration of credit risk exists when the changes in economic or industry factors similarly affect groups of
counterparties whose agaregate credit exposure is significant in-relation to the Company's total credit exposure. The
Company's portfolio of linancial instruments is broadly diversified and all other transactions are entered into with
credit-worthy counterparlies there-by mitigating any significant concentrations of credit risk.

40.2  Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The
Company's approach to managing liquidity is to ensure as far-as possible to always have sefficient liquidity to meet its
liabilities when due. The Company is not materially. exposed to liquidity risk as substantially all obligations /
commitments of the Company are short term in nature and are restricted to the extent of available liquidity.

The following are the contractual maturities of financial liabilities, including estimated interest payments as on 30

June 2014 :
Carrying Contracted six months or Six to More than
Amount cash flow . les_s twelve months ' . one year
(Rupees in thousand) ' i '
Financial labilities
Deferred liabilities 8,908 8,908 - - . 8,908
Long term deposits 192,775 192,775 - - 192,775
Trade and other payables 187,714 187,714 187,714 - -
¢ 389,397 389,397 187,714 - 201,683
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to finance lease 268 268 268 - =
Defesred liabilities 93,013 93,013 - - 21,589
Long term deposits 93,013 93,013 - - - - 93,013
Members' contribution fund 519,734 519,734 519,734 - -
Investor's protection {und 261,812 261,812 261,812 - -
Trade and other payables 184,647 184,647 184,647 - -
1,079,891 1,079,891 966,471 - 113,420
40.3  Market risk
Market risk is the risk that changes in market price, such as foreign exchange rates, interest rates and equity prices will
effect the Company's income or the value of its holdings of financial instruments, the Company does not have any
significant assets or liabilities which may affect by the change in market prices.
Market risk comf}riscs of three types of risks:
- currency risk.
- interest rate risk
- other price risk
40.3.1 Currency risk
Currency risk is the risk that the value of a financial instrument will fluctuate due to a change in foreign exchange
rates. The Company is exposed to foreign currency risk. on its bank balance in saving account. The Company's .
functional currency is Pak Rupee. The Company's exposure to foreign currency risk is as follows:
2014 2013
(Rupees in thousand)
Foreign currency bank accounts 5 5
Net exposure 5 5
: _ Repeorting date rate
The following significant exchange rates have been applied: ' 2014 2013
USD to PKR 98.35 98.60
Sensitivity analvsis
At reporting date, if the PKR had strengthened by 10% against the foreign currencies with all other variables held
constant, post-tax profit for the year would have been higher by the amount shown below; mainly as a result of net
foreign exchange gain on translation of foreign currency account balance.
2014 2013
(Rupees in thousand)
Effect on profit and loss - -
Rvre o

The following are the contractual maturities of financial liabilities, including estimated interest payments as on 30
June 2013 :

Carrying Contracted sixmonthsor .  Sixto More than
Amount cash flow less twelve months one year
(Rupees in thousand) -

Financial liabilities

Liabilities against assets subject
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40.3.2

The weakening of the PKR against foreign currencies would have had an cquai but oppesite impact on the post tax
profit. ;

The sensitivity analysis prepared is not necessarily indicative of the effects on profit/ (loss) for the year and assets /
liabilities of the Company.

Interest rate risk
Interest rate risk is the risk that the fair value or future cash flows of a {inancial instrument will fluctuate because of
changes in market interest rates, The Company's exposure to the risk of changes in market interest rates relates
primarily to the Company's short term investments, liabilities against assets subject to finance lease and deposits in
profit and loss sharing accounts with banks. At the balance sheet datc the interest rate profile of the Companys
interest-bearing {inancial instruments is as follows:
2014 2013 2014 2013
Effective rate Carrying amount
{in percentage) (Rupees in thousand)
Financial assets
Fixed rate instruments
Bank balances and short term Iinvestments 6% to 9% 7% to 12% 493,603 1,270,888
493,603 1,271,156
Fair value sengitivity analysis for fixed rate irzﬂn_{mems
The Company does not account for any fixed rate financial assets and liabilities at fa.il-' value thrdugh profit or loss.
Therefore a change in interest rates at the reporting date would not affect profit or loss account.
Cash flow sensitivity analysis for variable rate instruments
A change of 100 basis points in interest rates at the reporting date would have increased / decreased for the year by the
amounts shown below. This analysis assumes that all other variables, in particular foreign currency rates, remain
constant. The analysis is performed on the same basis for 2013. : '
Profit or loss
100 bps 100 bps
Increase Decrease
(Rupees in thousands)
At 30 June 2014
Cash flow sensitivity - Variable rate financial liabilities ° 4.45 (4.45)
At 30 June 2013
Cash flow sensitivity - Variable rate financial liabilities 5.10 (5. 10)

The sensitivity analysis prepared is not necessarily indicative of the effects on profit for the year and assets / liabilities
of the Company.
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40.3.3

40.3.4

40.3.5

40.4

Other price risk

Other price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market prices (other than those arising from interest rate risk or currency risk), The Company does not
have exposure in listed equities at 30 June 2014.

Fair value of financial instruments

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing
parties in an arm’s length transaction. The carrying value of all financial assets and liabilities on the balancc sheet '
aﬂnr(}\'!m'\rc tay their fair value,

a)  Valuation of financial instruments

The carrying values of other financial assets and financial Iiabilities'reported in balance sheet approximate
their fair values. The Company measures fair values using the following fmr value hierarchy that rcﬂects the
significance of the inputs used in making the measurements.

Level 1: Quoted market pri'cc (unadjusted) in an active market for an identical instrument.

Level 2: Valuation techniques based on observable inputs.

Level 3: Valuation techniques using significant unobservable inputs. This category includes all instruments
where the valuation technique includes inputs not based on obseryable data :

Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes asgociated w1th the
Company’s processes, personnel, technology and infrastructure, and from external factors other than credit, market and

liquidity risks such as those arising from legal and regulatory requirements and generally accepted Standards of

corporate behaviour. Operational risks arise from all of the Company’s operations.

The Company’s objective is to manage operational risk so as to balance the avoidance of financial losses and damage
to the Company’s reputation with overall cost effectiveness and to avoid control procedures that restrict initiative and

creativity.

The primary responsibility for the development and implémeéntation of controls to address operational risk is asmgncd
1o senior managenient within the Company. This responsibility is supported by the development of overall Company
standards for the management of operational risk in the following arcas:

- requirements for appropriate segregation of duties, including the independent authorization of transactions

- requirements for the reconciliation and monitoring of transactions

- compliance with regulatory and other legal requirements

- documentation of controls and procedures

-  requirements for the periodic assessment of operational risks faced, and tl.c adcquacy of. controls and
procedures to address the risks identified

- development of contingency plans

- training and professional development

- ethical and business standards

- risk mitigation, including insurance where this is effective

Capital management

The Company does not have any share capital nor it has any barrowings, hence, the above disclosure has not been
presented in the financial statements.

by,




-

.

~y

SR T

i,

BT

2014 2013

(Rupees in thousand)
41  Increase/(decrease) in working capital
Decrease / (increase) in current assets:
Stores (7,225) (58)
Loans and advances 35,626 21,311
Trade debts (16,393) (17,112)
Other receivables (619) (3,830)
Short term prepayments 1,106 (1,957)
b 12,495 (1,646)
Increase / (decrease) in current liabililies:
Members' contribution fund (35,106) 44,805
Investors' protection fund 14,973 19,123
Trade and other payables 765 (14,846)
(19,368) 49,082
(6,873) 47,436

42 Operating segments
42.1 These financial statements have been prepared on the basis of single reportable segment.
42.2 Revenue from operations of exchange constitutes 50.78% of the total revenue of the Company.
42.3 100% (2013: 100%) revenue of the Company relates to customers in Pakistan,
42.4 All non-current assets of the Company as at 30 June 2014 are located in Pakistan.

43  Number of employees
The total average number of employees during the year and as at June 30, 2014 and 2013 respectively are as

follows:
2014 2013
No of employees
Average number of employees during the year 115 79
Number of employees at 30 June 111 79

44 Date of authorization for issue

2
These financial statements were authorized for issue oJ ? 0 C T 201& the Board of Directors of the
Company.

45  General

45.1 The Board of Directors of the Company in its meeting held on 17 October 2014 has proposed cash
dividend of Rs. 0.42 /- per share. This appropriation will be approved in forth coming Annual
General Mesting of the Company. The financial statements of the Company for the year ended 30
June 2014 do not include the effect of this appropriation which will be accounted for in the financial
statements for the year ending 30 June 2015.

45.2  Figures have been rounded off to nearest thousand rupes.

e N |
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