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DIRECTOR'S REPORT

On behalf of the Board of Directors of *“MGM SECURITIES (PRIVATE) LIMITED”

(the company), | am pleased to present our report, the audited financial statements and
auditor’s report for the vear ended June 30, 2021.

The company in consistency with the last year has shown positive results in the current
year too. During the vear the company earned a profit of Rs. 17,777,521/- as against the
profit of Rs. 35,75,800/- in the year 2020. The huge increase in the profits is the manifest
of hearty efforts put up by the company management and the staff,

Future outlook:

The management is of the view that despite the current threats to the economy in the
shape of high inflation rate, COVID-19 pandemic, political instability the market
fundamentals stay strong and bring hopes of survival during this hard span of operations.
Therefore, company shall be able maintain its performance.

Profit Appropriations:
No dividend was declared and nor any other appropriations were made by the company,
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INDEPENDENT AUDITORS' REPORT
To the members MGM Securities (Private) Limited
Report on the Audit of the Financial Statements

Opinion

We have audited the annexed financial statements of MGM Securities (Private) Limited (the
Company), which comprise the statement of financial position as at June 30, 2021, and the
statement of profit or loss, the statement of comprehensive income, the statement of changes in
equity, the statement of cash flows for the vear then ended, and notes to the financial statements,
ncluding a summary of significant accounting policies and other explanatory information, and we
state that we have obtained all the information and explanations which, to the best of our
knowledge and belief, were necessary for the purposes of the audit

In our opinion and to the best of our information and according to the explanations given to us,
the smtement of financial position, the statement of profit or loss, the statement of
comprehensive income, the statement of changes in equity and the statement of cash flows
together with the notes forming part thereof conform with the accounting and reportung
standards as applicable in Pakistan and give the information required by the Companies Act, 2017
(XIX of 2017), in the manner so required and respectively give a true and fair view of the state of
the Company's affairs as at June 30, 2021 and of the profit, other comprehensive income, the
changes in equury and us cash flows for the year then ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as
applicable in Pakistan. Our responsibilities under those standards are further deseribed in the
Auditor’s Responsibilities for the Awdit of the Financal Statements section of our report. We are
independent of the Company in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethies for Professional Accountants as adopted by the Institute of Chartered
Accountants of Pakistan (the Code) and we have fulfilled our other ethical respansibilities in
accordance with the Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Information Other Than the Financial Statements and Auditor’s Report Thereon

Management is responsible for the other information. The other information comprises the
mformation included i the Annual Report, but does not include the financial statements and our
auditor’s report thereon.

Our opinion on the financial stmtements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility 1s to read the other

nformation and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit or otherwise appears to be
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materially misstated. 1f, based on the work we have performed, we conclude that there is a
material misstatement of this other information; we are required to report that fact. We have

nothing to repaort in this regard.
Responsibilities of Management and Board of Directors for the Financial Statements

Management is responsible for the preparanon and fair presentation of the financial statements in
accordance with accounting and reporting standards as applicable in Pakistan and the
requirements of the Companies Act, 2017 (XIX of 2017) and for such internal control as
management determines 1s necessary to enable the preparation of financial statements that are
free from materal misstatement, whether due to frand or error.

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

Board of Directors are responsible for overseeing the Company’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from marerial musstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with 1SAs as applicable in Pakistan will
always detect a matertal misstatement when it exists. Misstatements can arise from fraud or error
and are considered matenal if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional
judgment and maintain professional scepticism throughout the audit, We also:

® ldentify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations,
or the overnde of internal control.

® Obmin an understanding of internal control relevant to the audit in order to design audit
procedures that are appropnate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company’s internal control.

® Evaluate the appropratencss of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

* Conclude on the appropriateness of management's use of the going concern basis of
accountng and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
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to draw attention in our auditor’s report to the related disclosures in the financial statements

o,
the

if such disclosures are inadequate, to modify our opinion. Our conclusions are based on
audit evidence obtained up to the date of our auditor’s report. However, future events or

condinons may cause the Company to cease o continue as a going concern.

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

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

Report

on Other Legal and Regulatory Requirements

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

)

b)

Proper books of account have been kept by the Company as required by the Companies
Act, 2017 (XIX of 2017);

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

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

No zakat was deductible at source under the zakat and Ushr Ordinance, 1980 (XVII1 of
1980); and

The Company was in compliance with the requirement of section 78 of the Securities Act
2015, and the relevant requirements of Securities Brokers (Licencing and Operations)
Regulations, 2016 as at the date on which the Financial Statements was prepared.

The engagement partner on the audit resulting in this independent auditor’s report is
Mr. Mubammad Aslam Khan.

(Eonel-EestE <

Lahore

IECnet 5.K.5.5.5. :
Chartered Accountants

Date: Seprember 29, 2021
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MGM SECURITIES (PRIVATE) LIMITED

Statement of Financial Position
As at 30 June, 2021

2021 2020
ASSETS Nate Rupees Rupees
Non-current assets
Property and equipment 3 7,599,103 8,086,613
Intungible asses 1 5227 438 5,042,008
Long term investments 7 20,533,912 19,605,540
Long term deposits & 1,511,000 1,511,000
34,871,452 34,245,161
Current assers
Trade debrs-ner 9 4,163,588 3,925,269
Prepayments & advances o 33,075450 24434673
Cash and bank balances I 66,142,947 42,074,661
103,381,985 70,434,603
138,253 438 104,679,765
EQUITY & LIABILITIES = -
Share capital and reserves
Issued, subscribed and paid-up capitl 12 50,000,000 35,000,000
Capital Reserve '
Unrealized surplus / (deficit) on re-measurement
of investments measured at FVOC] 21,496,217 20,567 845
Revenue reserve
Unappropriated profit 19,802,153 17,024,632
Total equity 91,298,370 72,592,477
Current liabilities
Trade and other payables 13 43,286,951 31,842,196
Current portion of long term Liabilities - 245.0m
Current tax hability 4 3,668,117 -
46,055,068 32,087,287
Contingencies and commitments -
104,679,765
The anmexced notes from 1 to 35 form an integral part of these finanaal itatements,
W
F e




MGM SECURITIES (PRIVATE) LIMITED

Statement of Profit or Loss
Far the year ended [une 30, 2021

Nase
Operating revenue 16
Gain/(loss) on sale of short term investments
Other income and losses 17
Operanng and admumstrative expenses 18
Operating profit / (loss)
Other operating expenses 19
Finance costs 20
Profit / (loss) before taxation
Income tax expense 21
Profit/ (loss) for the year
Earmings /(lass) per share - basic 22

The annexced notes from 1 to 35 form an integral part of thest financial statements,

-

o4

Wu’v: Officer

2021 2020
Rupees Rupees
40,250,119 19,187 437
- (B7.258)
40,250,119 19,100,179
3,311,733 3,323,801
(18,644,582) (14,362,396)
24,917,270 8,061,584
. (140,598)
(17,833) (114,825)
24,899,437 7,806,161
7,121,916 4,230,361
17,777,521 3,575,800
10,22
e
Director



MGM SECURITIES (PRIVATE) LIMITED

Statement of Cash Flows
Far the year ended June 30, 2021

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before txation
Adjustments:
Deprecianon and impairment
Provision for doubtful debis
Realized loss / (gun) on sale of shorr-teem investments
Finance charges

Operating profit before working capital changes
(Increase) /decrease in current assets
Trade debts-ner
Prepayments & advances
Increase/(decrease) in current liabilities
Trade and other payables
Lease Liability Paid

Cash generated from / (used in) operations

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

Finance charges paid
Taxes pud

Net cash from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Aequisiion of property and equpment

Net cash generated from / (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Settlement of lease Labiliry
Net cash generated from / (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 of the year

=
hief Execitive Officer

G

Newe

2021 2020
Rupees Rupees
24,899,437 7,806,161
558,011 596,757
(473,967) 281,261
- 87,258
17,833 114,825
101,877 1,080,100
25,001,314 8,886,262
(238,319) (2,273,716)
(8,521,195) (12,974,451)
11,444,755 8,779,120
(245,00) (387,008)
2,440,150 (6,856,054)
27,441,465 2,030,208
- 370,242
(17,833) (114,825)
(3,284,845) (1,250,725)
(3,302,678) (995,308)
24,138,787 1,034,900
{70,500) (34,500)
(70,500) (34,500)
- | (268,595)|
- (268,595)
731,805
41,342,856
42,074,661
ﬁ. - . |
Director




MGM SECURITIES (PRIVATE) LIMITED

Statement of Comprehensive Income
For the year ended June 30, 2021

2021 2020
Nore Rupees Rupees
Profit/ (loss) for the year 17,777,521 3,575,800
Other comprehensive income
Items that will not be reclassified subsequently to profit or
loss
Unrealized gain / (loss) during the pesiod in the market value of 928,372 447,307

mnvestments measured at FVOCT

Items that may subsequently be reclassified to profit or loss
Fair value pan on remeasurement of TREC - -

Total comprehensive income/(loss) for the year 4,023,107
The annexced motes from 1 to 35 form an integral pars of thess finandal ratements.

\ / L
( e
eh@x}uﬁtivc Officer Director




MGM SECURITIES (PRIVATE) LIMITED

Statement of Changes in Equity
Far the year ended [une 30, 2021

Balance as at July 1, 2019

Total comprehensive income for the year

Profit for the year
Issuance of bonus shares
Other comprehensive mecome/ (loss)

Balance as at Junc 30, 2020
Total comprehensive income for the year

Peafit for the year
Issuance of bonus shares
Chther comprehensive income,/ (loss)

Balance as at June 30, 2021

Unrealized
surplus /
lssued, U o (deficit) on re-
subsecribed and d “llnl o/ ]ﬂ measurcment Total
paid-up capital . aes) of investments
measured ar
FvVOCI
..................... Rupees.. i
35,000,000 13,448,831 20,120,538 68,569,369
3,575,800 3,575,800
447 307 447 307
- 3,575,800 447 307 4,023,107
35,000,000 17,024,632 20,567,844 72592476
17,777,521 17,7175
15,000,000 {15,000,000) .
- - 928372 928372
15,000,000 2,777,521
50,000,000 19,80%,15&

The annexed notes from | fo 35 form an integral part of these financial statements,

Director




MGM SECURITIES (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended June 30, 2021
1. LEGAL STATUS AND NATURE OF BUSINESS

MGM Secunties (Prvate) Limited (the "Company") was incorporated in Pakistan on October 27, 2003
as 2 private limited company, limited by shares, under the Companies Ordinance, 1984 . The Company’s
remstered office 1s mituated at Ground Floor Office No. 10 Stock Exchange Building, 19 Khayaban-e-
Ajwan-e-Igbal, Lahore. The Company is a holder of Teading Raghts Enutlement Ceruficate ("TREC™)
of Pakistan Stock Exchange Linuted. The Company 1s prncipally engaged in the business of investment
adwisory, purchase and sale of secunnies, financial consultancy, brokesage, underwnnng, portfolio
management and secunties rescasch,

2. BASIS OF PREPARATION

2.1, Starcment of compliance
These financial statements have been prepared in accordance with the accounung and reporting
standards as applicable i Pakistan. The accounung and reportng standards sz apphicable in Pakistan

comprises of

Financal Reportng Standard for Small and Medium Sized Ennpes (IFRS for SMEs) 1ssued by the
International Accounting Standards Board [IASB) as notified under the Companies Act, 2017; and

- Provisions of and directives 1ssued under the Companies Act, 2017, and relevant provisions of the
Secuntes Brokers (Licensing and Operauons) Regulatons 2016 (the "Regulatons™).

In case requirements differ, the provisions or direcoves of the Companes Act, 2017 and/or the
Regulutions shall prevail

22, Accoumting convention
These financial statements have been prepared under the histancal cost convention, except:

- lnvestments in quoted equity secunties (whether classified as assets at fair value through profit or
loss, or at fair value through other comprehensive income), which are carned at fair value,
Investments i unquoted equities, measured at fur value through other comprehensive mcome,
Investments in associates, which are recorded i accondance with the equity method of sccounung
for such investments; and

- Denvanve financial instruments, which are marked-to-market as appropriate under relevan
accounting and reporang standards

23 Funetional and presentation cutrency
Items included in these {inancial sttements are measured using the currency of the pnmary economic

environment in which the Company operates. These finuncial statements are presented §
which is the Company’s funcuona! and presentanon currency.




24.

Accounting cstimates and judgments

The preparation of financml statements in conformuty with approved accounung standards requres
management to make judgments, esumates and assumpuons that affect the applicavon of accounung
policies and the reported amounts of assefs, liahilities, income and expenses. The estimates and
assoctated assumptions are continually evaluated and are based on histoncal expenence as well as
expectations of future events and vanous other factors that are believed to be reasonable under the
crcumstances, the results of which fotm the basis of making judgments about the carrying values of
assets and liabilities that are not readily apparent from other sources. Actual results may differ from
these estimates

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

(1) Esumates of useful lives and residual values of items of property, plant and equipment (Note 3);
(1) Esumates of useful lives of intangble assets (Note 6);
(i)  Allowance for eredit losses (Note 4_'{1};
(iv)  Fair values of unquoted equity investments (Note 7); -
(v Classification, recogmuon, measurement [/ valuavon of fnancal instruments (Note 4.5); and
(vi) Provision for mxation (Note 14)
25. New standards, amendmen.ts / improvements to existing standards (including
interpretations thereof) and forthcoming requirements
2.5.1. Amendments to approved accounting standards and interpretations which became effective during

the year ended June 30, 2021

During the year, certain new accounting and reporting standards / amendments [/ interpretations
became effecuve and appleable to the Company. However, since such updates were not considered
to be relevant to the Company's financul reporung, the same have not been disclosed here.

252, New / revised accounting standards, amendments to published asccounting standards and

interpretations that are not yet effective.

The following International Financial Reporting Standards (IFRS Standards) as notified under the
Companies Act, 2017 and the amendments and interpretations thereto will be effecuve for accounung
penads beginmng on or after the date speafied below;

- Amendment to IFRS 3 "Business Combmauons’ - Defimuon of a Busmess (effectve for business
combinations for which the sequsinon date 15 on or after the beginning of annual period begnmng
on ar after January 01, 2020). The [ASB has issued amendments atming to resolve the difficulues
thar anse when an ennty determunes whether i has acquired 8 business or a group of assers. The
asmendments clanify that to be considered a business, an acquired set of activities and assets must
include, ar & minimuom, an input and a substantve process that together significantly contmbute to
the shility to create outputs. The amendments include an election to use a concentration teg




application of the amendment s not lkely 10 have an mpact on the Company’s (inancual
statements.

- Amendments to IAS 1 Presentation of Financial Stutements’ and [AS 8 'Accounung Policies,
Changes in Accounting Esumates and Errors' (effective for annual periods beginaing on or after
Januagy 01, 2020). The amendments are intended to make the definition of material in IAS 1 easier
to understand and are not intended to alter the underlying concept of matertality 1w IFRS Standards.
In addition, the IASH has also issued guidance on how to make materiality judgments when
preparing their general purpose financial statements mn accordance with [FRS Standards. The
amendments are nat likely to affect the fAnancial statements of the Company.

Tnterest rate benchmark reform which amended [FRS 9, 1AS 39, IFRS 4, IFRS 7 and IFRS 16 1s
applicable for annual financial perids beginning on or after January 01, 2021, wath carhier
applicaon permutted. The amendments introduce a pracucal expedient to account for
modifications of financial assets or liabilities if a change results directly from IBOR reform and
occur on an ‘economically equivalent’ basis. In these cases, changes will be accounted for by
updating the effecuve mnterest rate. A sumular pracocal will apply under IFRS 16 for lessees when
accounting for lease modification required by IBOE reform. The amendments also allow a senes of
exemptions from regular, stacr rules around hedge accountings for hedging relationships directly
affected by the interest rate benchmark teforms The amendments apply recrospecnvely with earbier
application permitted. Hedging relationships previously discontnued solely because of changes
resultng from the reform will be remstared 1f certun condisons are met. The amendments are ool
likely to affeet the financial statements of the Company.

- Amendments to [FRS-16- [ASB has issued amendments to IFRS 16 (the amendments) to provide
practical relief for lessees in accounting for rent concessions. The amendments are effecuve for
penods beginning on or after June 01, 2020, with eaclier application perminied. Under the standard’s
previous requirements, lessees assess whether rent concessions are lease modifications and, 1f s,
apply the specific guidance on accounting for lease modificanons. This penerally mvolves
remeasuning the lease lability using the revised lease payments and a revised discount mte. In Lght
of the effects of the COVID-19 pandemuc, and the fact that many lessees are applymng the smndard
for the first ume in their financial statements, the Board has provided an opoonal practcal
expedient for lessees. Under the practcal expedient, lessees arc not required o assess whether
eligible rent concessions are lease modifications, and instead are permitted to sccount for them as if
they were not lease modifications.

The practical expedient introduced in the 2020 amendments only applied to rent concessions for
which any reduction 1 lease payments affected payments ongmally due on or before June 30, 2021. In
the light of persistence of economic challenges posed by COVID-19 pandermuc, the Board hns
extended the practical expedient for COVID 19 related 1o rent concessions by one year Le. permitting
lessees to apply it to rent concessions for which any reducnon i lease paymems onginally due on or
before June 30, 2021.

Rent concessions arc cligible for the practical expedient if they occur us a direct consequence
COVID-19 pandemic and if all the following criteria are met:




1)

b)
c)

the change in lease payments results 1 revised considerauon for the lease thar s substanually the
game as, or less than, the consideranon for the lease immediately preceding the change,

any reduction in lease payments affects only payments onginally due on or before 30 June 2021, and
there is no substantive change to the other terms and conditons of the lease.

The above amendments are not likely to affect the Gnancial statements of the Company.

253,

Classification of liabilites as current or non-current (Amendments to IAS 1) effecuve for the annual
period beginning on or after January 01, 2022, These amendments in the standards have been added
to further clanfy when a habiity 1s classified as current. The standard also amends the aspect of
classificadon of liability as non-current by requunng the assessment of the enury’s oght at the end of
the reporting perind to defer the setlement of Liability for at least rwelve months aftes the reporting
period. An entity shall upply those amendments rewrospecuvely 1 accordance with IAS B The
amendments are not likely to affect the financial statements of the Company.

Onerous Contracts — Cost of Fulfilling a Contract (Amendments to IAS 37) effecuve for the annual
period beginning on ar after January 01, 2022 amends IAS 1 by mainly adding paragraphs wiuch
clarifies what comprise the cost of fulfilling a contract, Cost of fulfiling a contract is relevant when
determining whether a contract is onerous. An ennry 16 required to apply the amendments to
contracts for which it has not ver fulfilled all its obligations ar the beginning of the annual repurting
penod in which it first applies the amendments (the date of wumal appheanon). Restement of
comparatve informaton is not required, mstead the amendments require an entity to recognize the
cumulative effect of imtally spplying the amendments as an adjustment to the opemng balance of
retained carnings or other component of equity, as approprate, at the date of iutal applicanon.
The amendments are not likely to affect the financial statements of the Company.

Property, Plant and Equipment: Proceeds before Intended Use (Amendments to LAS 16) effective
for the annual peniod begmning on or after January 01, 2022 clarifies that sales proceeds and cost of
wems produced while bringing an ntem of property, plant and equpment to the locauon and
condition necessary for 1t 1o be capable of operatng in the manner intended by management eg.
when tesung etc., are recogmized 1n profit or loss 1n accordance with applicable Standards. The
entity measures the cost of those items applying the measurement requirements of [AS 2 The
standard also removes the requirement of deducting the net sales proceeds from cost of testing. An
entty shall apply those amendments remospecuvely, bur only to wtems of property, plant and
equipment that are brought to the location and condition necessary for them to be capable of
operatng in the manner intended by management on or after the begmning of the earliest penod
presented in the financial statements in which the entity first applies the amendments. The enuty
shall recogmze the cumulanve effect of mitally applying the amendments as an adjustment 1o the
opeung balance of retmned carmngs (o other component of equiry, as appropaare) ar the
beginning of that earliest penod presented. The amendments are not likely to affect the financiul
statements of the Company.

Annual Improvements to IFRS standards 2018-2020:

The following annual improvements to 1FRS stndards 2018-2020 are effective for annual repgert

periods beginning on or after January 01, 2022




4.1,

- IFRS 9 — The amendment clanfies that an ennty includes only fees paid or received berween the

ennty (the borrower) and the lender, mcluding fees pard or recewved by enher the enuty ur the
lender on the othet’s behalf, when it applies the *10 pet cent” test in pa.::ngmph Bi3ds of IFRS Y mn
assessing whether to derecogrize 4 financial Labiity,

- IFRS 16 - The amendment partally amends [lustmtive Example 13 accompanying IFRS 16 by

cxcluding the illustaoon of rembursement of leasehold improvements by the lessor. The objecuve
of the amendment is to resolve any potential confusion that might anse in lease incentives.

IAS 41 — The amendment removes the requirement 1o parageaph 22 of [AS 41 for entites (o
exclude mxanon cash flows when measunng the fur vatlue of a biological asset using a present vitluie

technique.
The above amendments are not likely to affect the financial statements of the Company.
INITIAL APPLICATION OF IFRS 16

The Company financial statement's has no unpact of the Internanonal Financl Reporung Standard
(IFRS) 16 Leases.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Significant accounting policies applied in the prepamton of these fnancil sttements are ser out
below. These policies have been consistently applied to all years presented.

Property and equipment

Irems of property and equipment are stated at cost less accumulated deprecianon (if any) and
impairment losses (if any). Cost includes expenditure that is directly attnbutable to the sequsiion of

the items.

Subsequent costs are included in the carrving amount as appropriate, only when it is probable that
future economic benefits associated with the item will flow w0 the Company and its cost can be
measured reliably. The carrying amount of the replaced part 15 derecognuzed. All other repairs and
muaintenance are charged to the statement of profit or loss account during the year in which they are
ncurred, Subsequent costs are included in the asset's carrying amount or recognized as a separate
asset, as approprate, only when it 15 probable that future economic benefits associated wath the stem
will flow to the Company and the cost of the item can be measured reliably. Where such subsequent
costs are incurred 1o replace parts sind are capialized, the carrying amount of replaced parts 1s
derecognized. All other repair and maintenance expenditures are charged to profit or loss during the
year in which they are incurred.

Depreciation on all items of property and equipment is calculated using the reducing balance method,
m accordance with the rates speafied i note 5 to these financial statements and after taking nto
account residutl value, if matertal Residual values and useful lves are reviewed and adjustge




4.2,

42.1L

4.3,

44,

appropnate, at each balance sheet date Depreciation is charged on an asset from when the asset s
available for use until the asset is disposed of

An item of property and equipment is derecognized upon disposal or when no future benefits are
expected from its use or disposal Any gan or loss ansing on asset derccogninon (calculated as the
difference between net disposal proceeds and the carrving amount of the asset) 15 wncluded i the prafit
and loss account in the year in which the asset 15 desecognized.

The nssets' residudl values, depreciation methods and useful lives are reviewed, and adjusted if
appropaate, at each financial year end. The Company's estimate of residual value of property and
equpment as at June 30, 2021 did not require any adjustment.

Intangible assets

Intangble assets with indefinite useful lives, including Teading Raght Enutement Certificate ("TREC"),
are stated at cost less accumulated imparrment losses, 1f any. An intanpble asset 15 considered as having
un indefinite useful life when, based on an analysis of all relevant factors, there i no foreseeable limit
to the penod over which the asset 1 expected to genemte net cash inflows for the Company. An
mtangble asset with an indefinite useful life 15 not amortized However, it s tested for impatrment at
each balance sheet date or whenever there 15 an indication that the asset may be impawred. Gains or
losses on disposal of intangible assers, if any, are recogmzed n the profir and loss account dunng the
year i whach the assets are disposed of.

Membership cards and offices

This 15 stated at cost less imparment, if any. The carryng amount 1s reviewed at each reporung date 1o
assess whether it 1s in excess of its tecoverable amount, and where the carrying value exceeds estimated
recoverable amount, it is written down to its estimated recoverable amount.

Investment property

[nvestment properties are held for capitml appreciation and are measured muinally at its cost, including
transaction costs.

Subseguent to initial recopnition, investment properties are measured at fair value at each reporung
date. The changes in fair value are recognized in the statement of profit or loss.

Investment in associates

Associates are all entities over which the Company has significant influence but not control
Investments in associates where the Company has significant influence are accounted for using the
equity method of accounung. Under the equuty method of accountng, investments in associates are
initially recognized at cost and the carrying amount of investment is increased or decreased to
recagnize the Company's share of the associate's post-aequsinon profits or losses iy income,
share of the post-acquisition movement 1n reserves 1s recognized 1n other comprehensive inco ‘




4.5,

Financial instruments

4.5.1. The Company classifies its financial assets in the following three categories:

a)

(a) Financial ass¢ts measured at amortzed cost,
(b) Financial assets measured at fair value through other comprehensive income (FYOCI); and

(c) Financial assets measured ar far value through profic or loss (FVTPL).

Financial assets measured at amortized cost

A financial asset 15 measured at amortzed cost of 1 15 held wathin business model whose olyective 15 1w
hold assets to collect contractual cash flows, and us conteacrual terms give nse on speaified dates w
cash flows that are solely payments of principal and interest on principal amount outstanding.

Such financial assets are iunally measured at faur value plus transaction costs that are direcdy
artributable to the acquisition or 1ssue thereof.

b)

Financial assets at FVYOCI

A financwl asset 15 elassified as at fur value through other comprehensive income when eithes:

)

()

€)

Ir :5 held within a business model whose objecave 15 achieved by both collecung contmctual cash
flows and selling financial assers and its contractual terms give rise on specified dates to cash flows
that are solely payments of principal and interest on the prancipal amount outstanding; or

It is an investment in equity instrument which is designated as at fair value through other
comprehensive income in accordance with the irrevocable election availlable to the Company at
uutial recogmtion. Such financml assets are vutally measored at far value plos transaction costs that
are directly artributable to the acquisition or issue thereof

Finanecial assets at FVTPL

A financie] asset-shall be measured at fmr value through profit or loss unless 1t 15 measured at
amortized cost or at fair value through other comprehensive income, as aforesaid.
Such financial assets are utially measured ar fawr value.

4.5.2.

Initial recognition

The Company recognizes an invesmment when and oaly when it becomes a parnty to the contracrul

provisions of the instrument evidencing investment.

Regular way purchase of investments are recognized using sertlement diite accounung Le on
on which settlement of the purchase tansacoon wkes place. However, the Company folis

%




date sccounting for its own (the house) mvestments. Trade date is the date on which the Company
commuts to purchase or sell its asset.

Transactions of purchase under resale (reverse-repo) of marketable securites including the secunties
purchased under margn trading system are entered into at contracted rates for specified penods of
turie. Amounts pud under these agreements in respect of reverse repurchase transactions are
secognized as a recetvable The difference berween purchase and resale price 18 treated 35 mcome from
reverse repurchase wansactons i markemble mansactions / margn tmding system and accrued oo a
time proportion basis over the life of the reverse repo agreement,

4.5.3. Subsequent measurement
a) Financial assets measured at amaortized cost

These assets are subsequently measured ar amoruzed cost ([derermuned using the effecuve mierest
method) less accumulated imparment losses.

"Interest / markup income, foreign exchange gains and losses and umpairment losses ansing from such
fruncial assets ave recognized in the profit and luss account.

b) Financial assets at FVOCI
These are subsequently measured ar far value less accumulated imparment losses.

A gam or loss on a financial asser measured ar fur value through other comprehensive mcome 1=
recognized 1n other comprehensive income, except f[or impairment gans or losses and foreyn
exchange gains and losses, until the financial asset is derecognized or reclassified. When the financul
asset 15 derecognized the cumulanve gain or loss previously recognized in other comprehensive income
15 reclassified from equity to profit or loss as a reclassification adjusiment (except for investments in
equity  imstruments  which  ase  designated as wt far wvalue  through  othe
comprehensive income in whose case the cumulative gun or loss previously recogrized m other
comprehensive income is not so reclassified). Interest 15 ealeulated using the effective interest method
and 1s recognized in profit or loss.

¢) Financial assets at FVTPL
These assets are subséquently measured at faie value,

Net gains or losses ansing from measutemeént of such finanecial assets as well as any int
accruing thereon are recognized in profit and loss account.




4.54. lmpairment
Financial assets

The Company applies a three-stage approach to measure allowance for credit losses, using an expected
credit loss approach as required under IFRS 9, for financial assers measured at amortzed cost. The
Company's expected credit loss impairment mode! reflects the presenr value of all cash shortfalls
related to default events, either over the following twelve months, or over the expected life of 4
financial instrument, depending on credit detenoration from inception. The allowance / provision for
credit losses reflects an unbiased, probability-wesghted ourcomes which considers mulnple seenanos
based on reasonable and suppormble forecasts.

Wherse there has not been a significant decrease in credit nsk since imitial recogmition of a financial
instrument, an amount equal to 12 months expected credit loss 1s recorded. The expected credit loss 15
computed using & probability of defaulr occurning over the next 12 months. For those mstruments
with & remaining matunty of less than 12 months, a probability of default corresponding to the
remaLning term (o matunty 1§ used,

When a financial instrument expenences a sigmficant increase in credit sk subsequent to orpnation
bur 15 not considered o be m defauln, or when o financal mstrumens s considered 1o be 10 defoulr,
expected credit loss is computed based on lifetime expected credit losses.

When derermuning whether the credit sk of & financial asset has increased sypuficantly since 1t
recognition, and when estimating expected credit losses, the Company considers reasonable and
supportable information that s relevant and avalable withour undue efforr or cost. This includes both
quannmtive and qualitative informanon and analvsis, based on the Company's histoncal experience and
informed credit assessments, including forward-looking informanon.

Forward-looking information includes reasonable and supportable forecasts of future events and
cconomic conditions. These iaclude macro-economuc informanon, which may be reflected through
qualitative adjustments or overlays. The esnmanon and application of forward-looking information

may require sigﬁEMt judgment.

Loss allowances for linancial sssets measured at amortized cost are deducted from the gross carrying
amount of the assets. The gross carrying amount of 4 financial asset 15 wntten off when the Company
has no reasonable expectanon of recovenng a financul assct i its enurety or a portion thereof The
Company makes this assessment on an individual asset basis, after consideranon of muluple lustoncal
and forward-looking factors. Financnl assets that arc wnren off may sull be subjecr w cnforcement
acuvities i order to comply with the Company's processes and procedures for recovery of amounts
due.

Non-financial assets
The carrying amounts of non-financial assets are pssessed ot each reporting date to ascertun whether

there is any Indicaton of impatrment. IF such an indication exists, the asset's recovemble a
defined as the higher of the asset's far value less costs of disposal and the asset's value-in-use g




4.06.

4.7.

4.8,

4.9.

4.10.

4.1L

4.12. Taxation

value of esumated future cash flows using a pre-tax discount rate that reflects current market
assessments of the ome value of money and asset-specific nsk) - 18 estmated to determine the exient
af the impairment loss.

For the purpose of assessing impurment, assets are grouped into cash-generaung umts: the lowest
levels for which there are separately identifiable cash {lows

Offsetting of inancial assets and Anancial labilities

Financial assets and babilises are off-ser and the ner amount 18 reported in the staremenr of financial
position if the Company has a legal nght 1o ser off the transaction and also intends either to settle on a
net basis or to realise the asset and sertle the babality simultaneously,

Trade debis and other receivables

Trade debis and other receivables are stared initially at amortised cost using the effective interest e
method.

Provision is made on the basis of lifetme ECLs that result from all possible default events over the
expected life of the tade debts and other recervables. Bad debts are wntten off when considered

uTecoveD hlc.
Cash and cash equivalents

Cash and cash equivalents are cacried at cost and include cash in hand, balances with banks in current
and deposit accounts, stamps in hand, other short-term haghly liqud investments with onginal
matuntics of less than three months and shore-term running finances.

Borrowings

Borrowings are recogmized uutially ar fwr value, net of annbumble tansacuon costs meurred.
Borrowings are subsequently carned a1 amoruzed cost; any difference between the proceeds (ner of
wansaction costs) and the redemption value is recognized in the statement of profit or loss account
over the peniod of the borrowings using the effecuve mterest method.

Trade and other pavables
Trade and other payables are recognized ininally ar fair value plus directly attributable cost, if any, and
subsequently measured at amoruzed cost using the effecuve mrerest method. They are classified as
current if payment 15 due withun twelve months of the reportng date, and as non-current otherwise

Staff retirement benefits

The Company did not have any retirement benefits plan,

Income tax expense compnses current and deferred ta




4.13.

4.14.

Current

Provision for current taxation is based on axable income for the year determined in accordance with
the prevailing law for taxanon of tncome. The charge for current tax 15 calculared using rates enacted
or substantively enacted at the reporting date, and takes into account tax credits, exempuons and
rebates available, if any. The charge for current tax also includes adjustments, where necessary, relating
to prior years which anse from assessments framed / finalized dunng the year.

Deferred

Deferred tax is accounted for using the balance sheet babulity method in respect of all emparary
differences at the reporting date between the tx base and casrying amount of assets and Labilines for

finaneial FepOrHng purposes

Deferred tax liabilites are generally recogrused for all taxable temporary differences and deferred mx
assets are recognised for all deductble temporary differences and carried forward unused mx losses, to
the extent that it 1s probable that future taxable profit will be available against which the deducuble
temporary differences and carried forward unused tax losses can be unlized Carrying amount of all
deferred tax assets are reviewed at each reportung date and are reduced to the extent that it is no longer
probable that the related tax benefit will be realised.

Dieferred tax assets and liabilities are measured at the tax rates that are expected 1o apply 1o the penod
when the asset 1s realized or the lability 15 sertled, based on the mx mtes thar have been enacted or
substantially enacted by the reporting date.

Deferred tax is charged or credited in the statement of profit or loss account, except in the case of
itemns credited or charged to comprebensive income or equity, in which case it 15 included 1
Cﬂlﬂpl'ﬂh:n!lﬂl'ﬂ MCconmce or cqul“'

Provisions

Provisions are recognized when the Company has a present legal or constructive obligation as a result
of past event and 1t is probable thar an outflow of economic benefits will be requred to settle the
obligation and a reliable estimate can be made. Provisions are reviewed at each reporting date and
adpasted o reflect the corrent best estumate.

Revenue recognition

Revenue 15 recognizéd to the extent that it 15 probable that economic benefits will fow to the
Company and the amount of revenue ean be measured reliably, Revenue 15 measured at the fair value
of the consideration recetved or recenvable, net of any dircet expenses. Revenue 15 recognized on the

following basis:

Bm]r.-.-_ﬂg: and comumission income is recognized when brnkurngl: SEIVICES dre ren
Dividend income 1s recognized when the nght to recerve the dividend 15 established



- Return on deposits 15 recognized using the effecove interest method.

Income on fixed term investnients is recopnized usang the effective interest method.

- Gains / (losses) ansing on sale of wvestments are included in the profit and loss account w the
penod m which they anse.

- Unrealized capital gains / (losses) ansing from marking o market financial assets are included in
profit and loss (for assers measured ar FVTPL) or OC] (for assers measured at FVYOCI) dunng the
period in which they arise.

Income / profit on exposure deposits 1 recogneed using the effective interest rate

415, Dividend income

Dividends recenved from mnvestments measured at far value through profit or loss and ar fur value
through other comprehensive income. Dividends are recognized in the statement of profit or loss
when the nghrt o receve payment 15 established, i 1s probable that the economic benefits assocared
with the dividend will Bow o the Company and the amount of the dividend can be measured relinlily
This applies even if they are pud our of pre-acquisition profits, unless the dividend cleacly represents 4
recovery of a part of the cost of an mvestment In rhis case, dvidend 15 recognized n other
comprehensive income if it relates 1o an iavestment measured at fair value through other
comprehensive income.

416. Mark up / interest income

I'l-i:u:k-up / interest mcome 18 recogniced on oA bme proportog basis on the prmmp.'ll ATt
outstanding and ar the rate applicable.

4.17. Bortowings

These are recorded ar the pmcﬁ:dﬁ tecewved. Finance costs are accounted for on acerial basis and are
disclosed as accrued interest / mark-up to the-extent of the amount unpaid ar the reporting date

4.18, Borrowing costs
Borrowing costs are recogmzed as an expense in the petod m which these are incurred except to the
extent of borrowing costs that are directly annibutable 10 the acquisition, construction or production of
a qualifyang asser. Such bomowang costs, if any, are capitalized as part of the cost of the relevant asser.

4.19. Fiduciary assets
Assers held in trust or in a fiduciary capacity by the Company are not treated as assets of the Company,

4.20. Foreign currency transactions and translution
Monecrary assers and babihoes in foreign currencies are tanslated inw funcuonal cumrency ar the ares
of exchange prevailing at the balance sheet date. Transactions in foreign currencies are tanshiced

functional currency at the rites of exchange prevaling on the dates of the tmnsacuons. Fo
exchange guns and losses resulting from the settlement of such transacuons and from translat




year-end exchange mates of monetary assets and labilines denominated in foreign currencies are
recognized in tncome.

4.21.  Denvarive financial instruments
Dernvanve financial mstraments are recognuzed at ther far value on the date on which a denvatve
contract is entered tnto. Subsequently, any changes n far values ansing on marking o marker of these
instruments are mken to the profit and loss account.

4.22. Related party transactions

ucted and

All transacnons wnvolving related parties ansing i the normal course of business are corf
recorded at rates that are not less than mavker



MGM SECURITIES (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended June 30, 2021
6 INTANGIBLE ASSETS N 2p21 2020
ofe
Rupees Rupees

Trading Rights Enttlement Certificate ("TREC") 6.1 2,500,000 2,500,000
LSE Room Rights 2,727,438 2,542,008
5,227 438 5,042,008

Impairment 6.2 . -

- 5227438 3,042,008

—_—

6.1 Pursuant to the Stock Exchange (Corporauzation, Demurualization and Integration) Act, 2012, swock

6.2

exchanges operating as guarantee limited companies were convested to public limited companies. Ownership
nghts in exchanges were segregated from the sight to tade on an exchange. As a result of such
demutualizaton and corpotatization, the Company received shares of the relevant exchange and a Trading
Rights Entitlement Cestificate ("TREC") against its membership card.

The TREC has been recorded as an indefinite-life intangihle asset pursuant to the provisions and
requiremnents of IAS 38. As the TREC is not 1 commonly tradable instrument, the value approved by the
Board of Directors of the Pakistan Stock Exchange Limited ("PSX") post-mutualization was used as the
titial value of the intangible The TREC, which has been pledged with the PSX 10 meer Base Minimum

Capital ("BMC") requirements, is assessed for impairment in accordance with relevant approved accounting
standards,

Vide its notice dated November 10, 2017, the PSX revised the notional value of the TREC to PKR 2.5
million. As a result, no Impairment requires duting fiscal 2021,

7 LONG-TERM INVESTMENTS
Investments at fair value through OCI

LSE Financial Services Limited (unquoted) - at fair value za 19,605,540 19,158,233
Adjustment for remeasurement to fair value 928372 447307
?ﬂ&!gﬂ 19,605,540

71

As a result of the demutualization and corpomtization of siock exchanges as detniled in note 6.1, the
Company received 843,975 shares of LSE Financial Services Limited. OF these, 60% (506,385 shares) were
held in a separate Central Depository Company Limited ("CDC") sub-account, blocked until they are sold to

strategic investors, financial institutions and/or the general public. The remaining shates (40% of total, or
337,590 shares) were allotted to the Company.

These shaces are neither listed on any exchange nor are they actively traded. As a result, fair value has been
estimated by reference to the larest break-up or net asset value per shate of these shares notified by LSE
Financial Services Limited (PKR 24.33/ per shate, compared to PKR 23.23 / per share as at June 30, 2020},
Remeasurement to fair value resulted in a gain of PKR 928 372 (2020: PKR 447.307).

8 LONG-TERM DEPOSITS

National Clearing Company of Pakistan Limited

1,400,000
Palastan Swck Exchange Clearing House Deposit 30,000
Rent Secunty 81,000

1,511,000




9 TRADE DEBTS-NET Note 2021 2020

Rupees Rupees
Considered good 9.1 4,163,588 3,025,269
Considered doubeful 583,568 1,057,535
. 4,747,156 4,982,804
Lees: Provision for doubefil debies 22 583,568 1,057,535
4,163,588 3925269

9.1 The Company holds client-owned sccurinias with a rotal fair value of PKR 93,774,163 (2020; PKR
98,011,052) as collateral against trade debts. Refer to note 4.7 for details around the Company's methodalogy
for compuung estimated credit losses under the expected loss model under IFRS 9,

Trade debts include PEB_ 574,659 receivable from related patties.

9.2 Movement in provision agamst trade debis is as under:

Opening balance (as at July 1) 1,057,535 776,274

Charged to profit and loss during the year (473,967) 281,261
_ 583,568 1,057,535

Amounts written off during the year

Closing balance (as at June 30) 583,568 1,057,535

10 PREPAYMENTS & ADVANCES

Exposure margin with NCCPL 12,100,000 11,600,000
Balance due from NCCPL 19,299,726 11,156,878
Other receivahle 286,724 134,087
Stff advances - unsccured, considered good 109,000 44,753
Loan to Chief Executive Officer 1,280,000 1,330,000
Income Tax refundable t 168,955

33,075,450 24434673

10.1 INCOME TAX REFUNDABLE

Opening balance (as at July 1) 168,955 4,620,831
Add: Current year addinons 3,284 845 1,250,725
3,453,799 5,871,556
Less: Adjustment With Current/Prior Year Provisions (3,453,799) (5,702,601)
- 168,955

11 CASH AND BANK BALANCES

Cash in hand 11,899 16,852
Cash ar bank
Client account 1.1 37,268,393 21,790,778
House aceount 28,862 455 20,267 032

66&4594‘? 42074,661

11 Cash at bank includes customers' assets in the smount of PKR 37,268,593/= (2020: 21,790,775
designated bank accounts,




12 ISSUED, SUBSCRIBED AND PAID.UP CAPITAL

14

16

12 Authorized capital

GO0,000 (2020: 600,000) ordinary shares of PER 100 each.

12 Issued, subscribed and paid-up share capital

500,000 (2020: 350,000) ordinary shares of PKR 100/- each,
1ssucd for cash, and 150,000 (2020: 165,000) ordinary shares

issoed as bonus shares

12 Sharcholders holding 5% or more of total shareholding

Mian Ghulam Muhiuddin
Zia Mouiuddin

Syed Hassan Igbal

Mrs. Nagina Akhter

TRADE AND OTHER PAYABLES

Trade creditors

Staff welface fund

Tax payable

Auditor'’s remuneranon payable
Worker welfare fund -Punjab
Other payables

13 Thus includes Syed Hassan Igbal PKR 122 (2020: 100,370) payable from related parties.

CURRENT TAX LIABILITY

Opening balance (as at July 1)

Add: Current year provisian

Less: Adjustments against Current/previous year advance tax

Balance at the end of the year

CONTINGENCIES AND COMMITMENTS

15 There are no connngencies ot commitments of the Company as at June 30, 2021 (2020: Nil),

OPERATING REVENUE
Brokerage income
Dividend income

16,4 Commissions earned - gross
Commissions resmbursement

MNote 2021 2020
Rupees Rupees
60,000,000 _ 60,000,000
50,000,000 35,000,000
50,000,000 35,006,000
Number of Shares Percen
2021 2020 2021 2020
297 297 208,108 F9% 9%
5,400 3,784 % %
191,891 134324 8% 38%
5,406 3,784 1% 1%
13.1 41,898,298 30,664,653
295,221 212,462
621,684 360,589
09,750 203,500
140,598 140,598
231 400 170,395
43,286,951 31,842,196
4.1 - 1,472,240
7,121,916 2463178
- 1,767,183
7121916 5,702,601
(3,453,799) (5,702,601)
3,668,117 -
16.1 39,659,336 18,512,257
590,783 675,180
___40.250,119 19,187,437
19,940,095
(1.427,838)

18,512 257

}



17 OTHER INCOME / LOSSES Note 2021 2020

Rupees Rupees
Income from non-financial assets /liabilities
Other income 2837766 3,323,801
Reversal of Provision for doubtful debis 473 967

33173 _ S3nA0
18 OPERATING & ADMINISTRATIVE EXPENSES

Staff salanes, allowances and other benefits 6,252,785 4,794,511
Director's remuneranon 7,056,(00 5,460,000
Rent, mtes and mxes 247 077 224,613
Eleetrieity and communication charges 330,869 294 420
Prnting and stationery 117,637 60,406
Postage and telegram 96,599 75,496
Repair and maintenance 370,595 414,205
Fee and subscopuon 1,150,713 716,578
NCCPL & Trading Charges 1,559,595 637 811
Entertatnment 314,057 253,963
Provision for doubtful debrs - 281,261
Insurance expenses - 90,300
Chanty & Donatons 93,400 88,500
EOB] Contabution 23,790 23,400
Auditors' remuneation 181 200,000 200,000
Miscellaneous expenses 83,880 67,800
Depreciaton 5 558,011 596,757
Investor Port Fund - 189,575 82376

18,644,582 14362396

18.1. Auditor's remuneration

Statutory audit ' 200,000 200,000
Certifications and other charpes -

200,000 200,000
19. OTHER OPERATING EXPENSE
Worker welfare fund - Punjab - 140,398
140,598
20. FINANCE COSTS
Mark-up and finance charges 2,656 96,570
Bank and other charges 15,177 18,255
17,833 114,825
21, INCOME TAX EXPENSE
Current tax expense / (income)
for the year 7,121,916 2463178
Prior Year . 1,767,183

The tax provision made in the financial sarements is considered sufficient.



2. EARNINGS PER SHARE

Basic earnings per share is calcalated by dividing profir after tax for the year by the weighted average number of
shares outstanding dunng the penod, as follows:

2021 2020
Rupees Rupees
Profit / (loss) after taxation, atmibutable to ordinary shareholders 17.777.521 3,575,800
Weighted average number of ordinary shares in issue during the year 500,000 350,000
Earmings per share 35.56 1022

No figure for dilured earmings per share has been presented as the Company has not issued any dilutive
nstruments carrying opuons which would have an impart on camings per share when exercised.

23. REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

The aggregate amounts charged in the financial statements for remuneration, including benefits, o the chief
executive, directors and executives of the Company as per the terms of their employment ate as follows:

s 2021 2020

el 7 Chuet .

Executive Directors Hsesitics Directors

................................... Bupeet........ouiere

Managenal remuneration 1,194,000 3,162,000 960,000 2,400,000

Bonus 900,000 1,800,000 700,000 1,400,000
2,094,000 4,962,000 1,660,000 3,800,000

Number of persons (including those

who worked part of the year) 1 2 1 2

Chief Executive and directors are provided with the Company’s mantained cars. The appy e of this

benefit is Rs.2,249,090 (2020: Rs. 2,498,986)




FINANCIAL INSTRUMENTS BY CATEGORY

ASSETS

Non-current assets
Long term deposirs
Long term investment

Current assets
Short-term investments
Trade debis - net
Loans and advances

Prepayments & advances
Cash and bank baliness

LIABILITIES
Non current Liabilities
Finance lease labilicy

Current liabilities
Trade and other payables
Finance lease liability

ASSETS

Non-current asscts
Long-tesm deposits
Long term investment

Current assets
Short-term mnvestments
Trade debts - net
Loans and advances
Prepayments & advances
Cash and bank balances

LIABILITIES
Non current Liabilities
Finance lease liabiliry

Current liabilities
Trade and other payables
Finance lease Lability

2021
Amortized | Lo o0 FVTPL Total
COSL
Rupm
1,511,000 . - 1,511,000
- 20533912 20,533,912
4,163 588 4,163,588
33,075,450 - 33,075,450
66,142,947 . 66,142,947
43.286.951 ] . 43,286,951
2020
Amortized | Luocr | FvreL Total
COst
Rupees
1,511,000 : - 1,511,000
- 19,605,540 - 19,605,540
3.925.269 2 - 3,925,269
24.434.673 24,434,673
42,074,661 - 42,074,661
31,842,196 - 1,842,196
245091 : 245,001




25 FINANCIAL RISK MANAGEMENT

25.1 Risk mnnageﬁ:cnt framewaork

The Director / Chief Executive hus overall responsibility for the establishment and oversight of the Company's risk
management framewark. He is also responsible for developing and monitoring the Company's risk management policies,
which are monitored and assessed for effectiveness throughout the year. The Company's risk management policies are
established to identify and analyze the nsks faced by the Company, to set appropriate risk limits and to establish internal
control over nsk. Through its training and management standards and procedures, the Company aims to develop a
disaiplined and constructive control environment in which all employees undesstand their roles and obligations.

The Company's acuvites are exposed to a vanety of financial risks: market risk, credit risk and liquidity risk. The Company
has established adequate procedures to manage each of these risks as explained below.

25.2 Market risk

Market risk is the risk that the value of financial instruments may fluctuate as a result of changes in market interest rates,
changes in the credit rtng of the issuer of the instruments, change in market sentiments, speculative activities, supply and
demand of secuniies and/ or changes in liquidity in the market.

Market dsk comprises of three types of risk: currency risk, interest mte risk and other price risk.
2521 Currency risk

Currency risk mainly anses where receivables and payables exist due to transactions with foreign
undertakings. The Company is not exposed to major foreign exchange risk in this respect.

25.2.2 Interest rate risk

Yield risk is the risk of decline in eamings due to adverse movements of the yield curve. Interest rate sk is
the risk that the value of the financial inscruments will flucruate due to changes in market interest rates,
Sensitivity o interest / mark-up rate risk arises from mismatches or gaps in the amounts of interest / mark-
up based assets and liabilities that mature or reprice in a given period. The Company manages thus risk by
matching the maturity / repricing of financial assets and liabilitics through appropriate policies.

25.23 Price risk

Price risk is the risk that the fair value of financial instruments will flucruate as a result of changes in market
prices, whether such changes are due to factors specific to individual financial instruments (including factors

specific to issuers of such instruments) or due 1o macroecanamic ar other factor affecung simular financial
instruments being traded in the marker.

The Company is exposed to price risk in respect of investments carried at fair value (whether as available-for-
sale mnvestments or as instruments at fair value through profit or loss). Such price risk comprises both the
risk that price of individual equity investments will fluctuate and the risk that there will be an index-wide
movement in prces. Measures taken by the Company to monitor, manage and mitigate price ask include
duily monitoring of movements in stock indexes (such as the KSE 100 index) as well as gferrpegelat
between the Company’s investment portfolio with stock indexes.

e Sl A



2553 Creditrisk

Credit risk is the risk that one party 10 a financial instrument will fail to discharge an obligation and cause the other party 1o
incur a financial loss. Concentration of credit risk arises when a number of counterparties are engaged in similar business
actvities or have similar economic features that would cause their ability to meet contractual obligations to be simularly
affected by changes in economie, political, or other conditions. Concentrations of credit risk indicate the relative sensiavity
of the Company's performance to developments affecting a particular industry,

Credit nsk of the Company anses from deposits with banks and financial institutions, trade debts, loans and
advances, investments and other receivables. The carrying amount of financial assets represents the maximum credit
exposure, dlthough this maximum is a theotetical formulation as the Company frequency holds collatesal against potential
credit losses.

Measures taken by management to manage and mitigate credit risk include:

- Development of and compliance with risk management, investment and operational policies / guidelines (including
guidelines in respect of entering into financial contracts);

- Assignment of trading limits to clients in accordance with their net warth;

- Collection / maintenance of sufficient and proper margins from clients;

- Initial and ongoing client due diligence procedures, where clients' financial position, past expenence and other factors are
considered;

- Collection and maintenance of collateral if, as and when deemed necessary and approprate;

- Diversification of client and investments portfolios; and

- Engagement with creditworthy / high credit rating parties such as banks, clearing houses and stock exchanges.

The Company continually monitors the quality of its debtor portfolio, both on an individual and portfolio basis, and

provides against credit losses after considering the age of receivables, nature / quantum of collateral and debror-specific
factors (such as creditworthiness and repayment capacity),

The carrying amount of financial assets, which represents the maximum credit exposure before consideration of collateral
and counterparty creditworthiness, is as specified below:

2021 2020
Long term investments 20,533,912 19,605,540
Long term deposits 1,511,000 1,511,000
Trade debts-net 4,163,588 3,925,269
Prepayments & advances 33,075,450 24,434,673

Short term invesument

59,283,050 49,476,482

254 Liquidity Risk

Liquidity nisk 15 the risk that the Company will not be able to meet its financial obligations, settled by delivering cash or
another financial asset, as they fall due. Prudent liquidity risk management requires the maintenance of sufficient cash and
marketable securities, the availability of adequate funds through commirtted credit facilities and the ability to close out
market positions due to the dynamic nature of the business and the industry it operates in. The Company finances its
operations through equity and, as and when necessary, barrowings, with a view to maintaining an appropriate mux berween
vanous sources of financing,

The table below classifies the Company's financial liabilities into relevant maturity groupings based on the ti
contractual maturity date, as at the balance sheet date. The amounts in the table are contractual undiscounted




As at June 30, 2021

Financial liabilities Carrying Within one  More than one
amount year year
Trade and other payables 43,286,951 43,286,951
Finance lease liability - - -
Toral 43,286,951 43,286,951 -
As at June 30, 2020
Financial liabilities Carrying Within one More than one
amount year year
Trade and other payables 31,842,196 31,842,196
Finance lease liability 245,091 245,091 .
Total 32,087,287 32,087,287 -

The Company does not expect that the timing or quantum of cash flows outlined in the table above will change
significantly, and us a result expects to be able o fulfill its cbligations as they come due.

CAPITAL RISK MANAGEMENT

The Company's objective in managing capital is to ensure that the Company s able to continue as a going concern so that it
can continue to provide adequate returns to shareholders and benefits to other stakeholders, and to maintain an optmal
capital structure 1o reduce the cost of capital As well, the Company has to comply with capital requirements as speatfied
under the Securities Brokers (Licensing and Operations) Regulations, 2016 (as well as other relevant directives from
regulating bodies issued from time ro time),

Consistent with industry practice, the Company manages its capital risk by monitoring its debt levels and liquid assets,
keeping in view future investment requirements,

FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES

Faur value is the amount that would be received on the sale of an asset or paid on transfer of a liability in an orderdy
teansaction between marker participants at the measurement date. Consequently, differences can arse between carrying
values and fair value estimates. Underlying the definition of fair value is the presumption that the Company is a going

coricern without any intention or requirement to materially curtsil the scale of its operations or to undertake a transaction on
adverse terms,

Vanous judgments and estimates are made in determining the fair value of financial instruments that are recognized and
measured at fair value in the Company's financial statements. To provide an indication about the reliability of inputs used in
determining fair value, financial instruments have been classified into theee levels, as prescribed under accounting standads.
An explanation of each level follows the table,

Recurring FV Measurement - June 30, 2021 Level 1 Level 11 Level IT1 Total
Long-term investment - at FVOCI - 20,533,912 - 20,533,912
Short-term investments - at FVTPL - - - -
Recurring FV Measurement as at June 30, 2020 Level I Level I1 Level II1 Total
Long-term imvestment - available-for-sale . 19,605,540 - 19,605,540
At fuir value through profit and loss - -

In the fair value hierarchy in the preceding table, inputs and valuation techniques are as follows:

- Level 1: Quoted market price {unadjusted) in an active marker

- Level 2: Valuation techniques based on observable Inputs

- Level 3: Valuation techniques using significant unobservable inputs, This category includes all ins
where the valuation technique includes inputs not based on observable data,

There were no transfers into or out of Level 1 measurcments.




28 CAPITAL MANAGEMENT

28.1

The Company objectives when managing capital are to safeguard the company’s ability as a poing concern | urder tis
provide retumns for shareholdess and benefits far ather stakeholders and to mainmin an oprmal capiml structure.

282 CAPITAL ADEQUACY
The Capital Adqgequacy level as sequired by CIC is Caleulated a5 Fellows
Taeal Auety a2
Liar; Tote! Linbilitie
bt Bevaluation Raserves fereated apon revslution of foved auiety)

Capital Adequacy Level

Notes

Amount
ﬂlEn:sl

138,253,438

{46,955,068)

91,298,369

2821 While determining the value of the 1ol sssers of the TREC Haldes, Notional value of TREC as a1 year ended 2y derermined by

Pakistan Stock Exchange has been considered.

263 NET CAPITAL BALANCE

Nutupmlz:qm:mnuufﬂ:rCumpm}-mmm;iuguhmd by Pakistan Stock Exchange Limited These requircments are put

in place to cnsure sufficient solvency margins and are based on excess of current assets over current liabilities.

The Ner Capial Balance as required under Third Schedule of Securities and Exchange Rules, 1971 mead with the SECP

puidelines 1 caleulared as follows;
A Description of Current Assets Basis of Accounting Notes
I Cash in hand & Cash i bank Ad per book value n
Caih in hand

Cash ot bank-House Account
Cash ar bank-Clhient Account

I Margin deponits 10

3 Receivable From NCCPL 10

4  Trade receivables Book value less those overdue fur 9
Less: Ourstanding for more than 14 days more than 14 days,

5 lovestment in listed securities in the name of Securities on the Exposure List to
company Market kess 15 % discount.

6 Securdtics purchase for chient

B. Description of Cureent Liabilities

1 Trade payables Book valus less those overdu: for 1
Leas: Owverdue moree than 30 days mwe than 30 days

b

Other liabilites Accrued & other habilitics

NET CAPITAL BALANCE

Amaount
{Hupees)

11,899
24,862,455
37,208,503

06, 142,947
12,100,000

19,299,726

4,747,156
(4,000, 565)

T46,787

3,417,440

101,706,509

41 808,208
(22,521,030

19377,278




284 Liguid Capital
Value in Hair Cut / Net Adjusted
PakRupees _|__Adjustmants N
1.1 |Propery & Equipment 7.599,103 100%
1.2 [intangible Assets 5,227,438 100% -
1.3 [Investment ln Govt. Securities (150,000*99)
Investment in Debt. Securities =
It listed than: .
I 5% of the balance shest value In the case of tenure upta 1 year -
il. 7.5% of the balance sheet value, n the case of tenure from 1-3 years =
L4 [iii, 10% of the balance sheet value, in the case of tenura of more than 3 years. -
if unlisted than:
L 10% of the balance sheet value in the case of tenure upta 1 year:
Il 22.5% of the balance sheet value, in the case of tenure from 1-3 years.
iil, 15% of the balance sheet value, in the case of tenure of mare than 3 years.
Investment in Equity Securities
I, If listed 15% or VaR of each securities on the cutoff date as computed by the
Securities Exchanges for respective wecuritios whichever 14 higher, -
ii. f unlisted, 100% of carrying value 20,533.912 100%
lHSubscription money agilnst Investment in PO/ offer for Sale: Amount paid as
subscription money provided that shares have not been alloted or are not included
Int the investments of secutities brokar.
rewt shall be applied to Value of Tnvastment in any asset including shares
L3 of listed securities that are in Block, Fresze or Pledge status a3 on reporting date.
[Juby 19, 2017)
Provided that 100% haircut shall not be applied in case of investment in those
securities which are Pledged in favor of Stock Exchange / Clearing House against
Margin Financing requirements ar pledgad in favor of Banks against Short Term
financing arrangements. In such cases, the haircut as provided in schadule 1 of the
Regulations in respect of investment In securlties shall be applicabie [August 25,
W17
LE |Investment in subsidiaries
Investment in associated companies/undertaking -
1.7 I, If isted Z0% or VaR of pach securities as computed by the Securites Exchange for
respective securilies whichever i higher,
I IF unlisted, 100% of net value.
Statutory ar regulatory depasits/basic deposits with the exchanges, dlearing house
— or central depositary or any other entity. 1:311,000 .
L9 |Margin deposits with exchange and cleanng house. 12,100,000 0.00% 12,100,000
1.10 | Deposit with authorized intermediary against barrowed securities undsr SLB.
1.11 |[Other deposits and prepayments 1L575.724 100%
Accrued Interest, profit or mark-up on amounts placed with financial institutions or
112 debl securities ete. | Nil)
100% in respect of markup accrued on loans to directors, subsidiaries and other
refated parties 7
1.13 |Dividends recervables.
Amaunts recelvable against Repo finanging.
1.14 |Amount paid as purchaser under the REPO agreement. (Securities purchated under =
repa arrangement shall not be included in the Investments. |
. Shart Term Loan Te Employees: Loans are Secured and Due for repayment within
1.15 |12 months
i, Receivablas other than trade receivahles
Receivables from clearing howse or securities exchangels)
100% value of clalma ather than thase on account of entitlemants againgt trading of
1.6 |securities in all markets including MM gains.,
claims on account of entitlements against trading of securities in all markets
including MtM gains 15,299,726 0.00% 19,298,726
Recelvables from customen
I In case receivables are against morgin financing, the sggregate If (1) value of
securities held in the blocked sccount after applying VAR based Haircut, (1) cash
depasited as enllateral by the finances (i) market value of any securities de posited
as collateral after applying VaR based haircut.
i. Lower of net bolance sheet valve or value determined through ddjustments,
IL Incase receivables are agalnst margin trading. 5% of the net balance shest valus,
Ii. Net amount after deducting haircut
fii. Incase recelvalbes are against securities borrowings under SLB, the amount paid
L1y |t NCCPL a5 collateral upon entering Inta contract,
il Net armount after deducting haricut




{11) Cash margins paid and
(i) The market value of securitiss pledged as marging excesd the 110% of the

miarket value of shares bormowed

—e

lv. Incase of other trade receivables not mone than 5 days overdue, 0% of the net
balance sheet value. 158,003 0.00% 158,003
iv. Bolonce sheet volue
v, Incase of other trade recelvables are overdue, or 5 days or more, the aggregate of
{1} the market value of securities purchased for customers 2nd held in sub-sccounts
after applying VAR based haircuts, (I} cash deposited as collaters| by the respective
customer and (iil] the market value of sacurlties heid as collateral atter applying VaR s He 0 "
based haircuts. .
. Lower of net balance sheet value or volue determined through odjustments
vl. 100% haircut In the cose of amount recelvable form reloted parties. -
Cath and RBank balances .
1.1g |- Bank Balance-proprietory accounts 28,862,455 28,862,455
il. Bank balance-customer accounts 37,268,553 37,268,593
iil. Cash in hand 11 809 - 11,899
L.19 |Total Assets 138,253,438 - 101,706,261
Trade Payables .
21 i, Payable to exchanges and tlearing house - =
H. Payable against leveraged market products -
lil. Payable to customers 41 898298 41,894 398
Currant Liabilities .
I Statutory and regulatory dues 621,684 621,684
| Aecruals and other payables 766,969 - 766,969
lIi. short-term horrewings - -
i, Current portion of subordinated loans =
22 | v, Current portion of long term liabilities - -
i, Deferred Liabilities - -
il Provision for bad debts - =
wiil. Provision for taxation 3,668,117 3,668,117
ix. Other liabilities as per accounting principies and included in the financial )
slatlements
Non-Current Liabiiities
I, Long-Term financing -
#. Long-Term financing cbtained from financial institulan: Long term partion of
finaneing obtained from a financlal institution including ameunt due against finance - &
lease
b, Other long-term financing .
ii.. Staff retirement benefits -
ili. Advance against shares for increase in Capital of Securlties broker: 100%
23 haircut may be allowed In respact of advance against shares if;
#. The existing authorized share capital allows the propased enhanced share capital
b. Boad of Directars of the company has approved the (ncrease in capltal
c. Atlevant Regulitory spprovals have been abtained
d. There is no unreasonable delay in lssue of shares against advance and all
Tegulstory requirements relating o the Increase In paid up capltal have been
completed,
B. Auditor Is catisfied that such advance Is against the increase of capital
iv. Other labilities as per accounting principles and included in the financial
statements
Subordinated Loans
I. 100% of Subordinated loans which fulfill the conditians specified by SECP are
dllowed to be deducted:
The Schedule |1l provides that 100% haircut will be allowed against subordinated
Loans which fulfill the conditions specified by SECP. In this regard, following
conditions are specified:
24 |5 Loan agresment must be executed an starmp paper and must clearly reflect the
armount to be repald after 12 months of reporting penod
b. No halreut will be allowed against short term partion which is repayable within
next 12 manths.
€. bn case of early repayment of loan, adjustmant shall be made 1o the Liquid Capital
and rivised Liguid Capital statement must be submitted ta excha nae
It Subordinated |oans which do not fulfill the conditions specified by SECF
15 |Total Uahilites 45, - 46,955,068
Concentration ln Margin Financing
31 |Theamount calculated cilent-to- client basis by which any amount receivable from
any of the financees exceed 10% of the aggregate of amounts receivable fram total
financees.
Concentration in securltes landing and borrowlng
The amount by which the ageregate al- T
13 (I} Amaunt depasited by the borrower with NCCPL




i3

Net undarwriting Commitments

{a] In the case of right lssuse ; |f the market value of securites is less than or etjual
o the subscription price;

the aggregate of;

{i] the 50% of Haircut multiplied by the underwriting commitments and

{ii} the value by which the underwriting commitments exceeds the market price of
thia secutities.

In the case of rights lssuse where the market price of securities is greater than the
subscription price, 5% of the Haircut multiplied by the nel underwsiting

(b in any other cays : 12 5% of the net underwriting commitments

34

Negative equity of subsidiary

The amount by which the total assets of the subsidiary | excluding any smount due
from the subsidiary) exceed the total labliities of the subsidlary

Forgign exchange agreements and foreign currency positions

5% of the net position in foreign currency.Net position in foreign currency means
the difference of total assets denominated In forelgn cunrency less sotal liabiities
denaminated in forelin currency

3.6

Amount Payable under REPD

E = J

Repo adjustment

In the case of financier/purchaser the total amount receivable under Repo less the
110% of the market value of underlying securites.

In the case of financee/seller the market value of underlying securkties after
apphying haircut bess the total amount received less value of any securites
deposited as collateral by the purchaser after applying haircut less any cash
deposited by the purchaser.

ER ]

Concentrated proprietary positions

I the markes value of any security is between 25% and 51% of the total proprietary
positions then 5% of the value af such security .If the market of 3 security exconds
51% of the proprietary position,then 10% of the valus of such security

Opening Positions in futures and options

I In case of customer positions, the tatal margin requiremnets in respect of open
pastions less the amount of cash deposited by the customer and the value of
securites feld as collateral/ pledged with securities exchange atter applylong VaR
haircuts

Il. In case of proprietary positions , the total margin requirements in respect of open
positions to the extent not already met

3.10

Short selll positions

I Incase of customer pasitions, the market value of shares sold shart in ready
market on behalf of customers alter increasing the same with the Vai based
haircuts [2ss the cash deposited by the customer as collateral and the value of
securities held as collateral after applying VAR based Haircuts

Ii. Incase of proprietary positions, the market value of shares soid short in rewudy
rnarket and not yel settled increased by the amount of VAR based halrcut jess the
viilue of secunties pledged as collateral after applying haircuts.

a1

Tatal Ranking Liabilites

TOTAL
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32
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RELATED PARTY TRANSACTIONS

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

IMPACT OF COVID-19 (CORONA VIRUS)

The pandemic of COVID-19 that has rapidly spread all across the world has not only endangercd
human lives but has also adversely impacted the global economy. The Government of the Punjab
announced & temporary lock down as a measure to reduce the spread of the COVID-19. The
Company's operations were not affected as Pakistan Stock Exchange was not subject to lockdown
restrictions. Company implemented all the necessary Standard Opermung Procedures (SOPs) to ensure
safety of employees and contained its operations. Due to this, management has assessed the accounting
umplications of these developments on these financial statements, however, according to management's
assessment, there is no significant accounting impact of the effect of COVID-19 on these Financials
Statements,

EVENTS AFTER REPORTING PERIOD

No events occurred after the reporting period that would tequire adjustment or disclosure in the
fnancal sttements.

NUMBER OF EMPLOYEES

Toml number of employees at the end of year was 11 (2020 18). Average number of employees was 11
(2020: 18)

RE-CLASSIFICATION AND RE-ARRANGEMENTS

Corresponding figures have been reclassified and re-arranged wherever necessary to reflect more
approprate presentation of events and transactions for the purpose of comparison, and in order to
improve compliance with disclosure requirements,

GENERAL

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

AUTHORIZATION

These financial statements wete authorized for issue on September 29, 2021 by the Board of\®
of the Company. -

Director




