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Auditors® Report to the Members

We have audited the annexed balance sheet of AL Habib Capital Markets (Private) Timited
{*the Company™) a5 al 31 December 2016 and the related profil and loss account, statement of
comprehensive income. cash [low statement, and statement of changes in cquity together with
the nates forming part thereof, [or the six munths period then ended and we state that wo have
nhtained all the information and explanations which, to the best of our knowledge and belict,
wore necessary for the purposes of our audil,

It 15 the responsibility of the Company’s management (o establish and maintain a system of
internal cantrol, and prepare and present the abave said statements in conformity with the
approved accounting standards and the requirements of the Companies Ordinance, 1984, Our
responsibility s to express an opinion on these stalements based on our avdit.

We conducted our audit in accordance with the suditing standards as applicable in Pakistan.
These standards require that we plan and perform the audit to oblain reasonable assurance about
whether the above said statcments are lece of any material misstatement, A0 audit includes
examining, on a lest basis, evidence supporting the amounts and disclosures m the above said

. statements. An audil also includes asscasing the accounting policies and signilicant estimares

made by management, as well as, evaluating the overall presentation of the above said
statements. We believe that our auditl proyides a reasonable basis for our opinion and, alter due
verification, we report that:

@) inour opinion, proper books of account have been kepl by the Company as required by
ihe Companies Ordinance, 1984;

by inour opinion:

i) the balanee sheet and profil and loss account together with the notes thercon have
been drawn up in conformity with the Companies Ordinance 1984 and are in
agreement with the books of aceount and are further in accordance with gecounting
palicics consistently applicd;

i) the expenditure incurred during the peried was for the purpose of the Company s
business; and

it} the business conducted, investments made and the cxpenditure incurred during the
period were in accordance with the objects of the Company:

¢} inour opinion and to the best of our information and according to the explaniations given
to us, the balance sheet, protit and loss account, statement of comprehensive income, cash
ilow statement and statement of changes in equity together with the notes forming part
thereol conform with approved accounting standards as applicable in Pakistan, and give
the information required by the Companics Ordinance, 1984, in the manner so required
and respectively wive a true and fair view ol'the state of the Company’s aftairs as at 31
December 2016 and of the profit, its cash Mows and changes in equity for the six months
period then ended, and '
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dy i our opinion, no Zakat was deductible at source under (the Zakat and Ushr Ordinance,
1980,

Restriction on Distribuilion

These tinancial statements have been prepared by the management of the Company (or the
purpose of calculating net capital balance. As aresult. these financial statements are nof suitable
for any other purpose and should not be distributed to parties other than the Company, SECP,
Fukistan Stock Exchange Limiled, Central Depository Company of Pakistan Limited and
Mational Clearing Company of Pakistan Limited without our prior sverften consent.

.
KWL, Vewe. ) a@

Date: 25 Janwary 2017 KPMG Tuseer Madi & Co.
Chartered Accountants
Karachi Mubhammad Taulin
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AL Habib Capital Markets (Private) Limited

Balance Sheet
Ag ar 31 December 2016

ASSETS
NON-CUBRRENT ASSETS

Property and equipmeant

Intangble asscts

Long term investments

Long term loans, advances and deposits
Deferred tax - net

CUREENT ASSETS

Tnvestments - Available for sale
Investments - Held for sale
Trade dehis

Lowns and advances

Dreposits and prepaymments
Other receivables

Taxation - net

Cash and bank balances

EQUITY AND [.IABIL.

SHARE CAPITAL AND RESERVES

Issued, subscribed and paid-up capital
Unappropriated profit
Unrealized pain on re-measurement of investments

NON CURRENT LIABILITIES

Defemred tax - net

CURRENT LIABILITIES

Short term borrowing

Trade payvables, accrued expenss: and other liabilities

Sales tax and FED payable

CONTINGENCIES AND COMMITMENTS

The anncxed notes 1 to 35 form an integral part of these financial statements,
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31 December 30 June
2016 2016
{Rupees)

9,159,820 9,693,865
16,849,875 15,135,125
24,227,037 40,378,391

8,583,703 8,627,081

- 3,853,511
58,820,515 TLEET 074
223.049,333: 220,070,056
44 882,684 -
23,187,659 44,668,069
626,180 Q32720

4,521,868 0,220,738

172,006 T419.19a
20,121,365 19,392,570
49,744,091 36,086,168

AT78. 301 ,6%6 334 TRO 517
4‘3,_'?1121,121 41 2.4??1491
S04, 000,000 300,000,000
39,708,204 35,839,931
43 809 883 15,914,548
383,518,087 354,754 479

1,341,594 -

- 2. 740.03%
50,001,174 34,715,819
351,366 267155
51,262,540 57.T15,m2
—mLi232 4127701
- \\
h\
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AL Habib Capital Markets (Private) Limited

Profit and Loss Account
For the six months period ended 3] December 016

31 December 31 December
Nivte 2016 2015
{Rupees}
INCOME
Brokerage revenus 21 16,119,707 12,202,263
Share subscription income 1,190 150,188
Dividend income 1,945,619 3,391,774
Interest income from Pakistan Investment Bonds 8,001,598 8834125
Profit on saving and deposit accounts 407,720 433 657
Gain on sale of investments 3,840,891 1,738,691
Other ingome 22 105,854 52,636
30,422,579 26,803,335
EXPENSES
Administrative expenses 23 (24,545,112) (25,479,306}
Provision for Workers' Welfare Fund (107,261) (41,392}
Finance cost 24 (290,143) {149.427)
(24,942.516) (23,670,125)
Provision for impairment on investments - (5,030,044)
PROFIT / (LOSS) BEFORE TAXATION 5480063 (3,896,834)
Taxation - Cument 25 (3,134,615) {1,9295,553)
- deferred i (1,477,175) (1,521,547)
(4,611,790) (3,517,100}
PROFIT / {LOSS) FOR THE PERIOD Hﬁﬂé'ﬂ f7,413!934]
Earnings / (loss) per share - basic and diluted 26 0.029 (0.247)

The annexed notes 1 to 35 form an integral part of these financial statements,
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AL Habib Capital Markets (Private) Limited

Statement of Comprehensive Income
For the six moaths period ended 31 December 2016

31 December 31 December
2016 2015
(Rupees)

Profit / (loss) for the peried BOR,273 (7.413,934)
Other comprehensive income
ftems to be reclassified to profit or loss in subsequent periods
Unrealized gain / (loss) on re-measurement of

investments - net of tax 27,895,335 (1,314,956)
Total comprehensive income for the period 18.763.608 (8,728.890)

The annexed notes | to 35 form an integral part of these financial statements.
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AL Habib Capital Markets (Private) Limited

Cash Flow Statement
For the six months period ended 3] December 2016

MNote

CASH FLOWS FROM OPERATING ACTIVITIES
Profit / {loss) before taxation

Adjustment Tor;

Depreciation

Amortisation

Provision for impairment on investments
Finance cost

Amortisation on Pakistan Investment Bonds
Loss on disposal of property and equipment
Gain on sale of investments

Operating profit [ (Joss) before worldng capltal changes

Decrease in operating assets
Trade debts

Loans and advances

Deposits and prepayments
Other receivables

Increase ! (decresse) in operating linbilities
Trade pavables, acerued expenses and other labilitics
Sales tax and FED payable

Met cash generated from / {used in) operativns

Long term loans, advances and deposits
Finance cost paid
Tax paid

Net cash generated from / (used in} opcrating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Investments made during the period

Tnvesiments disposed off during the period

Sale proceeds from disposal of property and equipment
Additions lo property and equipment

Additiong to intanpible assets

Met cash (used in) / generated from investing activities

Met inerease / (decrease) in cash and cash equivalents during the perind

Cash and cash equivalents at beginning of the period
Cush and ¢ash equivalents ot end of the period 2y

I'be annexed notes | to 33 form an integral part of these financial statements,
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Chief Financial Officer

31 December 31 Degembir

2016 2015

(Rupees)

5,480,063 (3,896,834)
720,044 651,702
385,250 195,585

- 5,030,044
290,143 149,427
107,765 (473,083)

- 1,874

(3,840,891 (1,738.691)
(2,337,687) 3,816,858
3,142,376 {79.974)

21,480,400 20635605
306,540 (146,720

L46%8.87 15,227 588

247,191 (185,708)
23,733,000 74,530,855
26,875,377 T4 450,879
(3,504,645 {(B4.871.418)

84,211 5
(3.720,434) (84,871,418
23,154,943 {10,420,539)
43,288 27,973
{299.171) (38,947
(1863411 (2,008 540
4,119,294} (2,109,923
19,035,549 [12,530,462)
{46,732,33%) {53.045,091)
46,377,151 53,195,409
- &8,000
(156,000) (194,000
(2,100,000 -
{2,641,688) 24318
16,393,941 {12.508,144)
33,344,130 46,774,136
49,740,091 - 34267902

¥

Chi;FExecutw{:




AL Habib Capital Markets (Private) Limited

Statement of Changes in Equity
For the six monihs period ended 31 December 2016

Balance as at 1 July 2015

Total comprehensive income for the year

Loas for the year cnded 30 June 2016

Other comprehensive income

Unrealised gain on re-measurement of
investments - net of tax

Tutal comprehensive income for the year

Balance as at 30 June 2016

Total comprehensive income for the year

Profit for the six months period ended
31 December 2016

(hher comprefiensive income
Unrealized gain on re-mneasurement of
investments - nct of tax

Total comprehensive income for the peried

Belance as at 31 December 2016

Issued, Unsppropriated Unrealised gain on Taotal
subscribed and proflt ré- nleasurement
paid-up capital of investments
(Rupees)
300,000,000 44 469,352 15,177,126 159,646,478
- (5,629,421} - (5,622.421)
- - 737422 731,422
(5,629.421) 737422 (4,891,959)
300,000,000 38,839,931 15,914,548 354,754,479
868,273 - 468,273
= 27,895,335 27,895,335
- 268,273 27,895,335 28,763,608
300,000,410 39,708,204 43,809,883 383,518,087

The annexed notes 1 1o 35 form an integral part of these financial statements.
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AL Habib Capital Markets (Private) Limited
Notes to the Financial Statements
For the six months period ended 31 December 2016

.1

22

2.3

LEGAL STATUS AND NATURE OF BUSINESS

AL Habib Capital Markets (Private) Limited (the Company) was incorporated in Pakistan on 23
August 2005 as a private limited company under the Companies Ordinance, 1984 and started
operations from 14 December 2005, The Company is a subsidiary of Bank AL Habib Limited (the
Holding Company) which holds 66.67% of the shares of the Company. The registered office of the
Company is located at Technocity, Hasrat Mohani Road, Pakistan. The Compeany helds a Trading
Right Entitlement (TRE) Certificate from Pakistan Stock Exchange Limited - PSX and is principally
engaged in the business of stocks broking. Other activities includes investment in a mix of listed and
unlisted equity securities, economic research and advisory services.

BASIS OF PREFPARATION
Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards as
applicable in Pakistan. Approved accounting standards comprise of such International Financial
Reporting Standards (IFR5) issued by the International Accounting Standards Board and Islamic
Financial Aceounting Standards (IFAS) issued by the Institule of Chartered Accountants of Pakistan
as are notified under the Companigs Ordinance, 1984, provisions of and directives issued under the
Companies Ordinance, 1984. Wherever the requirements of Companies Ordinance, 1984 or directives
issued there under differ with the requirements of IFRS and IFAS, the requirements of the Companies
Ordinance, 1984 and said directives shall prevail.

Basis of measurement

These financial statements have been prepared under the historical cost convention except for certain
investments that are carried at fair value as referred in note 5.5 and 5.10 below.

Functional and presentation carrency

These financial statements are presented in Pak Rupees, which i3 also the functional currency of the
Company and rounded off to the nearest Rupee.

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 accounting pelicies and reported amounts of assets, liabilities, income and expenses.

The estimates, assumptions and judgments are continually evaluated and are based on historical
experience and other factors, including reasonable expectations of future events. Revizion to
accounting estimates are recognised prospectively commencing from the period of revision. Areas
where judgments and estimates made by the management that may have a significant effect on the
amounts recognised in the financial statements are included in the following notes.

NV




- Residual value and useful lives of property and equipments (Note 5.1 and 6)

= Residual value and useful lives of intangible assets(Note 5.3 and 7)

- Classification, valuation and impairment of investments (Note 5.6, 5.10 and 11)

- Provision for impairment of receivable from customers and other receivables {Mote 5.6)
- Provision for impairment of financial and non - financial assets (Mote 5.6)

- Recognition of taxation and deferred tax (Mote 5.11, 10 and 25)

- Provision for compensated absences {Note 5.13.2 and 19)

NEW ACCOUNTING STANDARDS AND IFRIC 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 January 2017;

- Amendments to IAS 12 *Income Taxes’ are effective for annual penods beginning on or after |
January 2017. The amendments clarify that the existence of a deductible temporary difference
depends solely on a comparison of the carrying amount of an asset and its tax base at the end of the
reporting period, and is not affected by possible future changes in the cammying amount or expected
manner of recovery of the asset. The amendments further clarify that when calculating deferred tax
asset in respect of insufficient taxable temporary differeaces; the future taxable profit excludes tax
deductions resulting from the reversal of those deductible temporary differences. The amendments
are not likely to have an impact on Company’s financial staternents.

. Amendments to TAS 7 *Statement of Cash Flows™ are part of TASB's broader disclosure initiative
and are effective for annual periods beginning on or after 1 January 2017, The amendments require
disclosures that enable users of financial statements to evaluate changes in labilities arising from
financing activities, including both changes arising from cash flow and non-cash changes.

- Amendments to IFRS 2 - Share-based Payment clarify the accounting for certain types of
arrangements and are effective for annual periods beginning on or after | January 2018. The
amendments cover three accounting areas (a) measurement of cash-settled share-based payments;
(b) classification of share-based payments settled net of tax withholdings; and (¢) accounting for a
modification of a share-based payment from cash-settled to equity-settled. The new requirements
could affect the classification and/or measurement of these arrangements and potentially the timing
and amount of expense recognized for new and outstanding awards, The amendments are not
likely to have an impact on Company’s financial statements.

- Transfers of Investment Property (Amendments to LAS 40 *Investment Property’ -eifective for
annual periods beginning on or afier | January 2018) clanifies that an entity shall transfer a
property to, of from, investment property when, and only when there is a change in use. A change
in use occurs when the property meets, or ceases 1o meet, the definition of investment property and
there is evidence of the change in use. In isolation, a change in management's intentions for the use
of a property does not provide evidence of a change in use. The amendments are not likely to have
an impact on Company’s [inancial statements.

- Annual improvements to IFRS standards 2014-2016 cycle. The new cycle of improvements

addresses improvements to following approved accounting standards:

o




Amendments to TFRS 12 ‘Disclosure of Interests in Other Entities® (¢ffective for annual periods
beginning on or after | January 2017) clarify that the requirements of [FRS 12 apply 1o an entity’s
interests that are classified as held for sale or discontinued operations in accordance with [FRS 5 —
‘Non-carrent Assetls Held for Sale and Discontinued Operations’. The amendments are not likely
to have an impact on Company’s financial slatements,

- Amendments to IAS 28 'Investments in Associates and Joint Ventures' (effective for annual
periods beginning on or after 1 January 2018) clarifies that a venture capital organization and other
gimilar entities may elect 1o measure investments in associates and joint ventures at fair value
through profit or loss, for each associate or joint venture separately at the time of initial
recagnition of investment. Furthermore, similar clection is available to non-investment entity that
has an interest in an associate or joint venture that is an investment entity, when applying the
equity method, 1o retain the fair value measurement applied by that investment enfity associate or
joint venture to the investment entity associate's or joint venture's interests in subsidiaries. This
election is made separately for each investment entity associate or joint venture. The amendments
are not likely 1o have an impact on Company’s financial statements,

- IFRIC 22 ‘Foreign Currency Transactions and Advance Consideration’ (effective for annual
perieds beginning on or after | January 2018) clarifies which date should be used for translation
when a foreign currency transaction involves payment or receipt in advance of the itemn it relates
to. The related item is translated using the exchange rate on the date the advance foreign currency
is received or paid and the prepayment or deferred income is recognized. The date of the
transaction for the purpose of determining the exchange rate to use on initial recognition of the
related asset, expense or income (or part of it) would remain the date on which receipt of payment
from advance consideration was recognized. If there are multiple payments or receipts in advance,
the entity shall determine a date of the transaction for each payment or receipt of advance
consideration.

SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies have been applied consistently to all periods presented in these
financial statements as set out below:

Froperty and equipment
These are stated at cost less accumulated depreciation and accumulated impairment, if any.
Depreciation 13 charged applying the straight line method at the rates specified in note 6 to these

financial statements, which are considered appropriate to write off the cost of the assets over their
useful economic Lives,

Proporticnate depreciation is charged in respect of additions and disposals made during the year. The
agzets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance
shaet date,

Maintenance and normal repairs are charged to profit and loss account. Major renewals and
Improvements are capitalized.

Npowu
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3.5

Gains and losses on disposal of assets, if any, are determined by comparing the sale proceeds with
the carrying values and are charged to profit and loss account.

Operating leases / ljarah agreements

The Company accounts for assets under ijarah arrangements in accordance with IFAS-2 "ljarah"
whereby periodic ijarah payments for such assets are recognized as an expense in profit and loss
accourt on straight line basis over the ijarah term,

Intangible assets

These represent computer software, website developed and Trading Right Entitlement (TRE)
Certificate.

Computer software and website developed are recognized in the financial statements, if and only if, it
is probable that the future economic benefits that are attributable to the assets will flow to the
Company; and the cost of the assets can be measured reliably. These are carried at cost less
accumulated amortization and impairment, if any. Amortization of computer software and website
developed is charged (o profit and loss account for the year on a siraight line basis at the rates
specified in note 7. The amortization period and the amortization method for intangible assets with
finite useful life are reviewed, and adjusted if appropriate.

Detsils of the basis of valuation of the Trading Right Entitlement (TRE) Certificate is given in note 7
to these financial statements.

Trade debts and other recelvables

Debts originated by the Company are recognized and carried at original invoice amount {(which

generally equals the fair value) less any amount written off or provision made for debts considered
doubtful.

Investments

Investments in securifies are initially recognized at cost, being the fair value of the consideration
given, including the transaction costs associated with the investment, except in case of investmenis
at fair value throngh profit or loss, in which case these transaction costs are charged to the profit and
loss account. All regular way purchases and sales of investments are recognized / derecognized on
the trade date. These are ¢lassified and measured as follows:

Investment at falr value through profit or loss

Investment classified as ‘investment at fair value through profit or loss' are carried at fair value. Gain /
loss on re-measurement of such investments to fair value is recognised in the profit and los2 account.

Held-to-maturity

Investmenlt securitics with fixed maturities and fixed or determinable payments are classified as
held-ta-maturity investments when management has both the intention and ability to hold to maturity.
After initial recognition, these investments are carried at amortised cost less any provision for
impatrment,

N
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3.6

Available-for-sale

Investments which are not classified in any of the preceding categorics are classified as available-for-
sale investments. After initial recognition, these investments are re-measured at fair value. Surplus /
deficit arising from re-measurement are taken to other comprehensive income until the investments are
sold / disposed-off or until the investments are determined to be impaired, at which time, cumulative
gain or loss previously reported in the other comprehensive income is included in the current year's
profit and loss account.

If, in a subsequent period, the fair value of an impaired increases and the increase can be objectively
related to an event occurring afler the impairment loss recognised in profit and loss, the impairment loss
is reversed, with the amount of the reversal recognised in profit and loss. However, any subsequent
recovery in the fair value of an impaired available for sale equity security is recognised in other
comprehensive incoms:

Details of the basis of valuation of the investinent in shares of Pakistan Stock Exchange Limited are
given in note B to these financial stalements,

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market, other than those classified by the Company as fair value through
profit or loss or available for sale. These are carried at amortised cost using effective yield method,
less impairment losses, if any.

Impairment
Eguity Securities

The Company assesses at each reporting date whether there is objective evidence that the financial
asset is impaired. In case of equity securities, a significant or prolonged decline in the fair value of the
security below its cost is considered as an indicator that the security is impaired. If any such evidence
exists, the cumulative loss measured as the difference between the acquisition cost and the current fair
value, less any impairment loss on that financial asset previously recognised in profit and loss account
iz reclassified from other comprehensive income to profit and loss account.

Debt Securities

The Company assesses at each balance sheet date whether there is any objective evidence that a
financial asset or a group of financial assets is impaired. A financial asset or a group of financial assels
is deemned to be impaired if, and only if, there is objective evidence of impairment as a result of one or
more ¢vents that has occurred after the initial recognition of the asset (an incurred “loss event’) and
that logs event has an impact on the estimated recoverable amount. The recoverable amount

represents present value of future cash flows discounted at original rate of return. An impairment is

recognised in profit and loss account whenever the carrying value of asset exceeds its recoverable
amount,

Nok-Financial assets
The Company assesses at each balance sheet daie whether thers is any indication that assets excepl

deferred lax assets may be impaired. If such indication exists, the carrying amounts of such assets are
reviewed to assess whether they are recorded in excess of their recoverable amount. Where carrying

\tf**"‘&"
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5.9

5.10

5.11

values exceed the respective recoverable amount, assets are writien down to their recoverable
amounts and the resulting impaimment loss is recognized in profit and loss account.

An impairment loss is reversed if there has been a change in the estimates used to determine the
recoverable amount. An impairment 1033 iz reversed only to the extent that the asset’s carrying amount
does not exceed the carrying amount that would have been deterined, net of depreciation or
amortisation, if no impairment loss had been recognised.

Financial instruments

All financial assets and financial liahilities are recognised at the time when the Company becomes a
party to the contractual provisions of the instrument, Financial assets are derecognised when the
Company losses control of the contractual rights that comprise the financial assets. Financial liabilities
are derecognised when they are extinguished, that is, when the obligation specified in the coniract is
discharged, cancelled, or expired. Any gain or loss on derecognition of the financial assets and
financial liabilities is taken to profit and loss account.

Ofi-setting of financial assets and financial Habilites

Financial assets and financial liabilities are offset and the net amount is reported in the balance sheet if
the Company has a legally enforceable right to set-off the transaction and also intends either to settle
on a net basis or to realise the asset and settle the liability simultaneously. Income and expenses arising
from such assets and liabilities are also accordingly offset.

Revenue recognition

- Brokerage, commussion, consultancy and advisory fee are recognized as and when such services
are rendered.

- Income from government securities i3 recognised on time proportion basis taking into account
the effective yield.

- (Gain / loss arising on disposal of investments 15 included in income and is accounted for on the
date at which the transaction takes place.

- Mark-up income, return on bank deposits and balances are recognised on accrual basis taking into
account the effective yield.

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

Mon current assets / investments held for sale

Nen current assets / investments are classified as held for sale if it is highly probable that they will
be recovered primarily through sale rather than through continuing use.

Such assets are generally measured at the lower of their carrying amount and fair value less costs

to sell except financial assets which are re-measured at fair values. Changes in fair value of financial
asset classified as held for sale are recognised in equity untill derecognised or impaired, then the
accumulated fair value adjustments recognised in equity are included in the profit and loss account.
For impairment refer note 5.6 (o the financial statements,

Taxation

Crerrent

The charge for taxation is based on (axabie income at the current rate of tax after taking into account

applicable tax credits, rebates and exemptions available, if any, in accordance with Income Tax
Ordinance, 2001].
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Deferrved

Deferred tax is recognized uging the balance sheet liability method in respect of all temporary
differences arising from differences between the camrying amount of assets and liabilities in the
financial statements and the tax base. This is recognized on the basis of expected manner of the
realization and the settlement of the carrving amount of assets and liabilities using the tax rates enacted
or substantively enacted at the balance sheet date. Deferred tax assets are recognized to the extent

that future taxable profils will be available against which the deductible temporary differences can be
utilised. Deferred tax assets are reduced to the extent that is no longer probable that the related tax
benefit will be realised.

Deferred tax, if any, on revaluation of investments 15 recognised a5 an adjustment to surplus / deficit
arising on revaluation.

512 Dividends distributions and appropriations

Dividend and appropriation to reserves are recognised in the financial statements in the period in
which these are approved.

513  Seafl retirement benefits
5.43.1 Defined coniribution plan

The Company operates a contributory provident fund for all its permanent employees and contributiona
are made monthly in accordance with the fund rules.

5.13.2 Employee compensated absences

Employee entitlements (o annual leaves are recognised when they accrue to employees. A provision
is made for the estimated liability for annual leaves as a result of services rendered by employzaes
upto the balance shest date.

Oy

S.d4 Cash and cash equivalents

Cash in hand and at banks is camied at cost. For the purposes of cash flow statement, cash and cash
equivalents comprises of cash in hand, bank balances, short term bormowings which are repayable on
demand and other short term highly liquid investments with originzl maturities of three monthg or
less, if any.

515  Foreign currency transactions

Muonetary assets and liabilities in foreign currencies are translated into Pak Rupees at the rates of
exchange prevailing at the balance sheet date. Transactions in foreign currencies are converted into
rupees at the rates of exchange prevailing at the transaction date. Exchange gains or losses are
taken to profit and loss account. Non monetary-items that are measured in terms of historical cost in
a for¢ign currency are translated using the exchange rates as at the dates of the initial transactions.
Non-monetary items measured at fair value in a8 foreign currency are translated using the exchange
rates at the date when the fair value was determined,

Nk




518

517

71
73

Provisioms

Provisiom ese pecagnissd when the Compeny has & kgl or construciive obligntion ns a result of past avents and it is probable that an eutfiow of rescurces embodying
ecanamae benefits will be regquired o settle the obligation of which refiohle estimate of the wmount can be mads,

Trde sod nther payshles

Trede nnd viter peyables me recogneed mitielly at fiir valoe pho directby sttdibuable cost, i oy, and subsequently messmed al smortised cosl

EROFERTY AND EQUIPMENT
31 December 2016
Cost Accumunisted depreclaling Willien down Haie of
Note  Apat 01 July  Additbons An at 31 Ag ad 01 July Charge for Anat 31 valus as 2t 51 depeeciation
nls {dispounlz) December 1% the period / [+ b Decemb pér BN
1616 {dispoanis) FL 087 I0lE
(Rupesn) kL
Roem and booths 6.l 14,5040, B0 - 14,500,000 T81E 500 kL F 7.x15,083 A514 090 5
botor vebicles 1,309 30 - 1309, 500 8,113 115890 193,595 1,115,908 w
Frurmsture nnd Fixture 1,258,467 43.000 100 46T 1,554,145 45,0154 L6110 351268 10
(1ffice squpments 203,322 LO& 000 6309321 5,581,621 Bi 1M 5,631,856 676468 0
Cnompeter equspament 5,617,265 3T, 0N 5,654,265 5,108, Tk B4, 378 5,193,082 461,183 10
17,588,354 L85 i1 19774554 19,895 B8R i L 618,134 §,159, 8250
30 Jume 2016
Cogt Accwrnlated depreciation Written down Hete of
At 01 Juby  Additiona / Anat 30 Tuse  Asatd] Tuly  Charps for Asat 3 hase el s at 3 depreciation per
2013 {dispoaals) WE i3 the yeor ! 208 June 2016 AT
{dHigposalks)
[Rupees) bl
Foom and boaths &2 14, 54K, 00 - 14, 5H0, 000 6,887, 500 TLE N} TG 12,506 6,087, 50
Motor vehicle L i, (K} 1,308 900 1,308,900 117560 65,114 68,115 1,241, TH3 20
[ 460,004 (117, B55)
Furnitare and Mciies 1,058 467 - 1258467 1,390,135 Tod 01 1,554,145 404,312 10
Office equipmenls h,673,07H 477,372 6,203,322 6,190,308 175109 5551622 651,700 20
(947,128) (B12,875)
Compuier squipment 513,329 213736 5607263 4,052,751 155,955 5,108, 706 S00.35% 20
24,604,574 I,00H, 208 29,580,954 19,558,554 1288260 19,395,068 9,607,850
{1;107,128) (931,734)

T cost of fully deprecialed ngsets as ot 31 Dec 2006 i3 Ba. 100542 edllion (30 June 201 48: Ba. (0,333 mdllion].

The rights L cocapy soom na, 16 at Pakistan Stock Exchange building wers acquired theough leass and lioense agresment for the parpose of the Cotnpeay's
busingss, The Pakisian Stock Exchangs Limited. as the leases of the building, hig sube-lmsed the anid mom in fevear of the Company.

INTANGIBLE ASSETS A1 Devember 2016
Cost Accumulated mmortsation £ impalrment ‘Wriltten down Hate af
Note . Anatdl Addliions Apar 31 A at 01 Charge far Aratal vilos an st 31 amartBaliog
July 206 Dacember July 2816  ihe perlod December Decemb per
116 b1 ] NG
[Repees) %
W ebaite 113,000 - 125000 125,000 115,080 - 1]
Campriter software 1,099 549 2,100, 0D 3,199,849 i, T24 JB5.150 1349974 1,549,675 =0
T racling right enticlement
certificnie Tz 17,158,785 - 17,158,783 1,158,785 - 1,158,785 15, M), 180 -
13,283,634 L, 100,080 20453634 3,248,505 3RS 250 3,633,758 16 849,675
30 Jums 2016
Cost Accurmulbated amortisgton ! impainmeont Writren down Rate of
Ag a0l Mdditions Asopt 30 Jurs LU L Charge for Azt 30 hume  veloewsset 30 amortsation per
duly 20135 200k Julby 2E the year 1016 June 2016 anaim
{Rupera) %
Webmile 125,000 ; 125,000 125,000 - 125,000 . 0
Carmgputer sofraan: Q38,849 Fa 000 1,099 843 T 349 LT AT Q64,724 135,125 k11
Tradimg right antill=ment
certificaia 72 17,050,785 - 17,158,703 LIS TR - 2,158,785 15, 0HHD (WD =

18,240 614 L | 01CHY IR,FHH.EIE-‘I 3,034,634 27075 3,248 5t 15135125

The cost of fully amonized incengible assew ap o1 71 December 2046 ia Rz, LOS4 million (30 Jime 2006; R, 1084 million),
Tae TRE Certificute ncquired o surrender of Siock Exchavgs Memberchip Card s staled o Bs. 15 million {oote .23,

According 1o the Stock Exchangs (Comportization, demubaalizetion snd integrution) Act, 2012, the TRE Certifieats may only be wanaferred moe 1o A COTRITY
Il:nrnd-u:gm cary out sharcs brokerage meiness in the manner prascribed, Up to 31 December 2009, the Stock Bxchangs shull offer for issuance of 15 TRE
Ceruficate each yenr in the manner prescribed. After 201%, no reacriction shuil be placed on iganee of TRE Consflcate,

\egine
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B.3

»
LONG TERM INVESTMENTS 31 December 30 June
MNate 2016 2016
Available for sale Investments - (unguoted) — [Hupees)
Investment in sharss of Pakistan Stock Exchange Limited &2
2,404,430 shares of Rs 10.076 sach (30 June 2016 4,007,383 24,227,037 40,378,391
shares of Rs 10.076 each) 24.227.037 40.378.391

This represents shares of Pakistan Stock Exchange Limited (PSX) (formerly Karachi Stock Exchange

Limited) acquired in pursuance of corporatization and demutualization of PSX as a public company limited by
shares. As per the arrangements the authorized and paid-up capital of PSX is Rs. 10,000,000,000 and Rs.
B,014,766,000 respectively with a par value of Bs. 10 each. The paid-up capital of PSX is equally distributed
among 200 members (termed as initial shareholders of exchange after corporatization) of PSX by issuance of
4,007,383 to each initial sharcholder 1o the following manner;

- 40% of the total shares allotted (i.c. 1,602,953 shareg) are transferred in the House Account of CDC to
each mnitial skareholder;

- 60% of the total shares (i.e. 2,404,430 shares) have been deposited in 2 sub-account in Company's name
under PSX's participant ID with CDC which will remain blocked until they are divested to strategic
tnvestor(s), general public and financial institutions (as per the provisions of the Act).

Right to receive distributions and sale proceed against 50% shares in the blocked account shall vest in the initial
bonus and right shares (if any), shall be transferred to blocked account and disposed off with the blocked
shares,

Right to vote against blocked shares shall ba suspended till the time of sale.

The shares of PEX shall be listed within such time as the SECF may prescribe in consultation with the Board
of Direetors of PSX

In compliance with the sub regulation 2.1 of the Regulation Governing Risk management (Regulation) of the
P'5X, every TREC holder registered as the broker under Brokers and Agents Repistration Rules 2001, is
required to maintain a Base Minimum Capital (BMC) in the amount-and form as prescribed in the Regulations,
As at 31 December 2016, the Company ig required o have a base minimum capital of Rs. 28 million.

The Company's BMC is comprised of the sum of notional value of the TREC, breakup value of pledged 40%
PSX shares and | million Exchange sharcs put of 60% pledged shares assigned in favour of Pakistan Stock
Exchange Limited to meet the deficit in BMC deposit. As per notice no. PSX/N — 5328 dated 29 September
20146, the revised notional value of the TREC was Rs. § million and the breakup value of the shares was Rs.
25.977 million (30 June 2016: Ra. 998 per share) resulting in BMC maintained at Rs. 30.977 million against the
reguirements of Rs. 28 million.

In the eurrent period, the Securities and Exchange Commission of Pakistan accorded its approval to Pakistan
Stock Fxchangs Limited for issuing letter of acceptance to @ Chinese Consortium for the strategic sale of 40%
of shares against a consideration of $85.6 million at offer price of Rs. 28 per share.

PSX vide their letter dated 29 December 2016 informed the Company that 40% shares (out of 60% of total
shareholding in PSX), which were in held in blocked form in terms of Stock Exchanges {Corporatization,
Demutualization and Integration) Act 2012, have been sold to Chinese consortium by the Divestment
Committee at an offer price of Rs. 28 per share, Subsequently, a formal sipning ceremony was held on 20
January 2017 to mark the signing of the Share Purchase Agreement between the Chinese Consortium and the
divestment committes of P33

As per the above mentioned letter, 10% of the consideration amount wil] be retained for a period of one year to
settle any outstending liabilitics of PSX and as such the portion of sale after deduction, if any, will be remitted
lu the desipnated bank account maintained by the Company after the sxpiry of the specified time periad,
Accordingly, the Company has classified 1,602 933 (40%) sharcs as non-current asset held for sale and are
valued at Rs. 28 per share,

g/
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LONG TERM LOANS, ADVANCES & DEPDSITS

Loog tecm Iunng

Siaff boan

Less: current partion of aafT loan
Long term portion of staff loon

Adveace spainsl Dubal Gold end Commeditier Exghanpe membershlp

Becurity depariin

- Motional Clearing Compeny of Pakislan Limiled

= Pukistan Siock Bxchange Limited
- Others

Mo

e

B2

31 December 30 hano
2018 2016

— [RUR2EE] —
423,925 ELE T s
(L5357} (140,056

L8, 568 150,856
7,913,725 T913, 725

Ll CHHY 20K, 00H]

350, 350,000
11,500 11,500

S61 5040 561 500

Thig regwesents perional loan carming mark-up rles of 3% per annum {340 Jupe 2016; #% per snmum) provided (o employees who have completed ol lepsl
ooe year of service wath the Company. These are recoverable over & poriod of three voars and are sccured against retirement bensfit payable to

rospective employees,

This armount has been paud for vorporate memberehip of Cubsei Gold end Commaditics Bxchenge (DHGCN). The Company hes 8 plan to open & subaidiary
for commencement of busineas and all chasges will be tmpaferved 1o subaudiary,

DEFERRED TAX - mel

Deterred tax labilities { assets comprises of temporary differences in respect of the following:

Deferred tax astels arising
in respect ol

Intengble pasets
Peovigion for impairment in
walue of investments
Provdsiun for compensared
aboences
Tax hogses

Lesa: Dreferred tax Hahilitles
wrising im respect of;

Accelernted tax deprecigtion
albowanse )

| Surplug) ¢ delicat on revaluntion
ol investments - oot

Met deferred tax axsets ! {l=hilitica)

Hnlence Fovognlzed  Recogndzed Bualance st Hecognized Fecognized Balunce at
at 1 July Ta profit In 3T 30 June in praflt In DI 31 December
s mnd loss 2018 and loas 2618
(Rupeen)
135,831 HH 135,018 5,615 - 1,574
368 563 H95,047 (1.063,610) . -
319,610 14,924 334,543 [B0,933) - 253,610
10719722 (1,991,731 5727991 [2R1,548) - Hoddf, 443
11,2900 34,036 - {1,265 056) L1&,137 - [1,§46,21%)
[, D07 - 218023 {4,075 385] {1308 447 14,717,030 (10806262

336,004, (247506, (GISSYD, _IHSISI __ (LATDIT6) (4717909 (L3ALI

The deferred tax gssein recognized in the fnanciul stiements represeots the manegement's beat catimade of the tax benafit which I3 cxpectad o be realized In
fafre years & the Company sxpects to aet off the profits camed in these yesns sgpinst g lodses camried forward from prior years.

INYERSTMENTS

Invesimanis - Avallable fur sale
Listed shares
Pakistan Invesiment Boods

Listed shares
31 Deeomber 30 June
016 016
Mumber of shares)
252,500 232,500
128,100 128,100
BT, 87,000

The Hub Power Company Limited *
Pekhtan Petrolesm Limited *
Hahib Baok Limiled *

\agier™

Mame of laventes

The Hub Power Company Limited *
Pukistzn Petrolenm Limited *
Habib Bank Limited ®

Unrealized gain on
resmeagurement of investmend
Crrrying valoe

Theye shares are pledged wminst P cxposuro. Dotails of shores pledged are as follows:

31 December 3 Juoe
Nove 006 201é
{Rupeeal
FEE ) To.057 308 &7 364,775
112 144,991 525 152,705,261
11,049,833 220070056
31 December 30 Tune
0ie Milh
Carryling Muarket Tlarke:
wmduni vilue value
(Ampees)
11870615 31,178, TH 30,315,150
L7, BoH 002 14,105,858 19,861,905
16,165,418 137717150 17,187,720
56,836,035 13037308 G304, TTS
11,211,273
-y AL
31 Decembir 30 Tune
FIT 0106
(Mumber ol Sharey)
118,500 252 500
11X, 50 EER, 14
68,500 &7.000
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13,

13.1

14.

14.1

. 31 December 30 June
Pakizian Investment Bondy - movement 016 X014
(Rupees) ————
FPakistan Investment Bonds - cost 145,000,000 145,000,000
Unamastised value of premium / (discount) 1,028,982 3.971)
Puakistan Investment Bonds - carmying value 146,028,082 1 906, 000
Surphus on revaluation of investments 2.263.543 7,709,252
Fair valug a5 at 31 December ¢ 30 June 148,992,515 152 705 781

Theze Pakistan [nvestment Bonds will mature oo 17 July 2007 (30 June 2016; 17 July 2017} and camy yvield 6.02% fo 12.42%
per annum (30 June 2016: 6.68% o 12.43% per annum). These are placed in tie TPS account mamisined with Bank AL Habib
Limited {the Holding Company) {refer note 1¥),

Investments - Held for sale

31 December 30 Jung 31 December 30 June
206 2016 2056 2016
—— [Mumber of shares) -—--— Name of investee Carrying Market Market
smonnt valne value
{Rupees)
L,602,953 - Pakisian Stock Exchange 16,151,354 882684 -
Unrealized pain on
rg-measurement of investment 15,731,530
Carrying value 44,832 684
TRADE DERTS - considered good 31 December 30 June
2016 2016
{Rupees)
Dwe from clients against rading of securities 15,641,489 44,456,234
D from Mational Clearing Company of Pakistan Limited 6,620,081 B
Drue: from assecisted companies | persons apaingt rading of securities 925,119 211,835

2397668 | 44663069

The valuc of marketable securities held apsinst trade debits by the Company amounted to Bs. 5,607.1 million {30 June 2016: Rs.
a,17%. 1 million).

LOANS AND ADVANCES Note 31 December 30 Juns
uls 01s
Rupees) ————
Loan to employees - scoured a1 315357 140,056
Advances to employees - secured i3.1 296,812 7664
Advance for cxpenses to contractors & suppliers 14,000 735,000

868 %3270

This represents advance salaries provided to permanent emplovess of the Company. Thess sre recoverable within a maxirmum
pericd of six months,

DEPOSITS AND PREPAYMENTS Nowe 31 December a0 Juns

2016 016
(Rupees) ———

Exposure deposit with Mational Clearing Company of Pakisian Timited 142 4,000,000 6,000,000

Frepavmerts '

- Insurance 110,007 31,327

- Oithers 411.861 180411
4,521.868 6,220,738

Thiz reprezents deposits held under the National Clearing Company of Pakistan Limited exposure rules. These deposits also
cury inferest at the rate of 4.5% to 5% as at 31 December 2016 (30 Junc 2016: 4.5% to 6.7%) per annum.

Yk Uiy
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14.

16.1

16.2

16.3

16.4

17.
17.1

17.2

173

8.

OTHER RECEIVABLES Mote

Intercsi receivable on Pakistan Investment Bonds 1112
rthers

CASH AND BANK BALANCES

Cash in hand

Cash with banks in:

- Current accounts 16,1 & 6.4
- Saving accounts 16.2

- Call treasury deposit account 163

31 Drécember 30 June
06 2016
{Rupees)
7,083,272 7,414,387
78,734 4,800
?Il ?z,uu-ﬁ ?I-Hgi 196
19,997 25,349
30877351 31,207,552
13,301,150 4,853,267
5,541,593 -
49,720,094 35,060,519
ﬂﬂnn,um ﬂﬁi{lsﬁllﬁs

This includes bank balances held with Bank AL Habib Limited (ihe Holding Company) amounting to Bs. 0.06 million

(30 June 2016: Ba. 0.11 millioz).

This includes bank balances held with Bank AL Habib Limited (the Holding Company) emounting to Bs, 0372

million (30 Junc 2016: Rs. 1.085 million) and carry intersst ai the rate of 4.3% (30 June 2016: 4.5% 0 6.5%) per

aanum,

This represents bank balances held with Bank AL Habib Limited {the Holding Company) and carry interesi at the

rate of 5.25% (30 June 2016: NIL} per annum.

This inclndes Ra. 29688 million kept in designated bank accounts maintained on behalf of clients.

SHARE CAPITAL
Authorised Capital
21 December 30 June
016 0la Noie
—— {Mumber of shareg) —-
50,000,000 0000000 Ordinary shares of Rs, 10/-

cach fully paid in cash

[asued, subscribed and peid-up share capital

0, (i, 004 30 'I}Uﬂ!ﬂm Chdipary shares of Rs, 10/-
each fully paid in cash

Pattern of shareholding
Categories of Shareholders

Bank AL Habib Limited (Holding Company)
Companies
Individuals

- Salman H. Habib

- Other Individuals

SHORT TERM BORROWING - related party

Shuort Term Running Finance - Scoured {8

31 December 30 Jung
016 2016
(Rupees)
500,000,000, 500,000,000
200,000,000~ _ 300,000,000
MNumber of %5 of shares

shares held beld
19,999,600 &0.67%%
1,249,900 4.17%%
1,A74,997 6.25%
6,875,503 21.91%
30,000,000 IM.H"&
- 2,740,038

Running finance facility of Ra. 175 million (30 Tune 2016 Ra. 175 million} has been obtained by the Company from
Banl AL Habib Limited (the Holding Company) which is secured against hypothecation of amounts due from
customers and lien over government secunties. The mark-up is payable quarterly. The facilities carry mark-up rate

at 3 month Average KIBOR + 1 % (30 June 2016: 3 month Average KIBOR + 1%),

g
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TRADE PAYABALES, ACCRUED EXPENSES
AND OTHER LIABILITIES

Due to clients against rading of securitisa
Werkars' Welfare Fund payzble

Accrued expenscs

Oither liabilitics

CONTINGENCIES AND COMMITRMENTS

Contingencies
There were no contingencisd al year end,

Commitmentz

Commitments for rentals under [jarah finance:
Within onc year

Aer one year but nol lalsr than Nive years

Mg 31 Degcember 30 June
FA T e
(Rupees) ——
46,579,247 51,651,271
107,261 115,874
3,426,797 2,466,451
997 B6D 460,206
—S0SILIT4 __S4TI5819
204 588,660 385,660
829685 1122515
— 1415345 __ 1.708,175

This represents ijarah finance facility entered into with First Habib Modarba in respect of vehiclea. Total jjarah payments due under
the agreement are Rs. 1.415 million (30 June 2016; Ra. 1.708 million). These commitmenis are secured by on-démand promissory

notes of Bs. 1.773 million (30 June 2016: Rz, 1.773 million),

BROKERAGE BEVENUE

Reiail customens
Institutional customers
Proprietary trade

OTHER TNCOME

Loss on dizposal of propery and cquipment
Other income

ADMINISTRATIVE EXPENSES

Salaries and other benefits
Frinting and stationery
Auditors' remunertion
Rent, rates and taxes
Vehicles running

Ultiliiey

Legal and professional charges
Insurance

Mewspapers and perodicals
Entertainment
Advertiscment and business promiotion
Computer expensas
Clearing house charges
Office security
Depreciation

Amortization

Repairs and maintenance
Conveyance and travelling
Communication

Fee and subseription

Lease rental of vehicles
Uifice suppliss

Oithery

Note Six months period ended
31 December 31 December
IniG 2015
(Rupees) ———
2,915,171 2,007,640
13,194,916 10,182,033
6,620 12,590
6119707 12200263
- (1,B74)
105,854 54510
1% 52 (ﬁg
231 15,154,183 15,042,136
252 164 329 543
23.2 231,306 216,781
1,158,160 1 050, 000
574,068 654,811
91,400 §9, 589
468,937 al0,618
799,605 20,830
15,00 L5608
33,275 27,121
34,905 64,914
af2,145 329,987
1,381,828 1,204,291
428,310 395310
] TED, 046 651,702
F 385,250 195,595
184,196 280,781
71,648 £3,839
319,307 300,627
1,031,247 1,085,076
192,320 1,896,290
104,200 120,842
11,882 3,015
24545112 25 4T9=3 065

Salarie, allowaners and other henefits includs the Company's contribution o the provident fund amounting to Rs. 0,881 mullion (31

Dree 2015: Bs. 0.716 million).

s
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16,

Auditers' remuneration

Statutory audit fee
Half yearly review fee
Other certifications
Out of pocket expenses

FINANCE COST

Mark-up on short term running finance
Banok charges

TAXATION

Current
Deferred

Note

18

1

Slx months period ended

31 December 31 December

2016 2015
{Rupees)

140,000 100,000
75,000 75,000
7,500 7.500
48,806 34,281
231,306 216,781
146,301 127,395
143,842 22032

290,143 149,427

3,134,615 1,995,553
1,477,175 1,521,547
4,611,790 3,517,100

The asgessments of income tax of the Company have been finalised upto tax year 2013, The income tax
return for the tax year 2016 have been filed under the Universal Self Assessment Scheme. This scheme

provides that the retumn filed is deemed to be an assessment order.

This represents difference between refundable amount claimed in the moome tax returns of prior years and

the advance tax recognized in the books of the Company.

Relationship between income tax expense and

accounfing profit

Taxation

Accounting profit / (loss) beforg tax

Tax at the applicable tax rate of 31% (2015: 32%)
Tax effect of income subject to final tax repime and

separate block of income

Tax effuct of change in rate on deferred tax and others

EARNINGS / (LOSS) PER SHARE - BASIC AND DILUTED

Profit / (loss) for the period after taxation

Weighted average ordinary shares in issue during the year

Earnings / (loss) per share - basie

\epri-

Six months period ended
31 December 31 December
2016 2015
(Rupees)
4,611,7%) 3,517,100
5,480,063 (3,856.834)
1,698,820 (1,246,987)
2,610,811 751,642
302,159 4,012,445
4,611,790 3,517,100
868,273 (7,413 ,934)
(Number)
340, 000, B0 30,000,004
{(Rupees)
0.029 T(0.247)
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18.1

Diluted earnings per share has not been presented as the Company does not have any convertible instruments
in 1ssue as at 31 December 2016 and 31 December 2015 which would have any effect on the earnings per
share.

REMUNERATION OF CHIEF EXECUTIVE AND EXECUTIVES

The aggregate amounts charged in the financial statements for the remuneration, including all benefits to the
Chief Executive and Executives of the Company are as follows:

31 December 2016 31 December 2015
Chief Executive Execuatives Chief Executive Execulives
(Rupees)

Managerial remuneration 3,800,000 2,844,000 3,300,000 3,024 000
Housing and utilities 1,200,000 1,422,000 1,750,000 1,422,000
Medical 12,500 50,000 12,500 ; 50,000
Retirement benefits 380,000 284,400 330,000 284 400
Comrnission - 562,491 - 340,215

6,092,500 5,162,892 5!(:12i5 0o 3,120,615
Number of persons _ 1 4 1 4

[n addition to the above, Chief Executive and Executives have been provided with free use of the Company
maintained vehicles and mobile phones under the service contracts,

FROVIDENT FUND

Details of investments held by the provident fund of the Company for its employees is as follows:

30 Jone 2016
(Rupees)
Size of the fund 48,912,506
Cost of investments made 40,302,465
Percentage of investments made B6%
Fair value of investments 47,078,806

Breakup of investments in terms of amount and percentage of the size of the provident fund are as follows:

30 June 2016 30 June 20135
Investments o of Investments % of

investments g3 investments as

gize of the fund size of the fund

(Audited) (Audited) ~-—ememeeme

{RII]‘.IE‘E!:I [Rupaes] N —

Government securities 11.991,055 57% 23,547,604 2%
Mutual fund units 566,711 1% 555,579 1%
Listed securities 18.521.040 8% 13,923 667 26%
=4T,IJTE,E(]6 96% BEIDZﬁ!ES{] ROy

Negronk
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Investments out of the provident fund have been made o accordance with the provisions of the section 227 of the
Companies Ordinance, 1984 and the rules formulated for this purpose.

CASH AND CASH EQUIVALENTS MNote Six months period ended
31 December 31 December
2016 2018
(Rupees)
Cash and bank balances Fi:] 49,740,091 34,267,592
___ 49,740,091 34,267,992

TRANSACTIONS WITH RELATED PARTIES

Related partics comprises of the holding company, companies with common divectorship, associated companies /
undertakinps, directors of the Company, other associated companies and key management personnel and their
close family members including thereof the Holding Company. Remuneration of key managernent personnel ars in
accordance with their terms of employment. Other transactions with related parties are entered into at rates
negotiated with them,

Transactions for the period Six months period ended
31 December 31 December
2014 2015
{Rupees)
Bank AL Habib Limited (Holding company)
- Equity brokerage commission 1,137,035 409 614
- Mark-up accrued on bank balances - 330,279
- Mark-up expense on running finance 146,301 127,395
- Office rent 1,050,000 1,850,000
- Bank charges 43,993 13,250
- Information technology services - 250,000
- Markup income on bank balances 223,012 =
- Information technology services 348,630 -
Associsted Companies
Habib Insurance Company Limited
- Equity brokerage commission 493,010 124,643
- Insurance premium paid 192,138 397,974
First Habib Stock Fund
- Equity brokerage commussion 15,435 83,828
Hahib Sugar Mills Limited
- Bquity brokerage commission 19,683 5,532
First Habib Tslamic Balanced Fond
- Equity brokerage comimission 10,785 31,725
Key management personnel
- Contribulion to the provident fund i, 44 634,400
- Equity brokerage commission 39,302 1,293
- Loans and advances 00,000 310,000

AL Habib Capital Markets - Employees' Provident Fund
- Equity brokerage commission 2,020 3,846

Habib Asset Management Limited - Staff provident Fund
- Equity brokerage commission 3,228 -
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Baluaces at period end 1 Desember 3¢ June
016 2015

— (Rupeen) ————

Bank AL Habib Limited (Holdlog Company)

- Rank halances 5,975,686 195,960

- Short term bomrooadng _ 2 740,038

- Equity brokemge commission receivable 145344 132,439

- Accrued remm on Rent end [T Services 71,702 5

Assoclated Companies
First Habib Stock Fund

- Equity brokerage commission receiveble 4,010 A1, 404
Hehib Insurance Company Limited

- Cither receivahble 100,982 B.047
= Equity Payable: 3,750,737 -

Hubity Sugar Mills Limited
- Bouity brokersge commission receivablg 76,596 1216

Hahib Asset Manegement Limited
- Equity brokerage commizsion receivable by | 5711

Habib Asset Management Limited - Staff Provident Fund

- Equity Payable 488,138 -
Firat Habib Islemic Balaoced Fund
= Equity brokerape commission receivahle 3,445 18,953

First Habib Stock Fund

- Othier receivable &,020 -
Key management personnel

- Bquity brokersge commission receivable - £}
- Other Recrivable 853 -

- Other payable 155,557 4,530,802
- Loans and advanices 360,934 -

FINANCIAL RISK MANAGEMENT

The Management of the Compuny has an averall responsibility for the ssmblishment and oversight of the Company's figk management
Frumework. Management is also responsibile for developing and monitoring the Company's risk management policies,

The Campeny's risk manegement palicies are established to identify and analyse the rsks faced by the Company, ko 4 approprizte Hsk limits
and cootrols, and to monitor risks and adherence to Bmits. Risk management policies and systemns arg reviewed tegularly to reflect changes in
market conditions and the Compuny's activities.

Risk Management Framework

The Campany is exposed (o the following risks in respect of Guuncial instroments:
- Credic risk

- Liquidity sk

- Mlarket risk

- Dperationsl tsk

Credit risk

Credil risk ia the risk that the counterparmy 1o o Gnuncial instrament will cause & Anancial loss for the Company by ailing to discharpe an
obligation. The risk is penerally limited (0 principaf amounts wod sccnsed interest thereon, il any, The Company's policy is (o enler into finencial
tontracts in accordunce with the risk menagement framework. Cut of total egsets of Ra. 437,122 million (30 June 2016 Ry 417.45 millicn) the
financial assets which are subject do credit tisk amounied to Ra: 86, 196 million (30 June 20146; Rs, 26,29 million). The carrying amount of thess
financial wsiets represents the musimum credit exposure at the reporting date,

M December 31 June
Mot 26 W16
{Hopees)
Loog term loans g 104,568 151,856
Long term sdvances and deposits g 0475225 8,475,225
Trade debia i2 23,187,669 44,568,069
Lz and advances i3 626,180 D32 720
Fhor term deposils i 4,000,000 6,040 000
Other receivables i5 78,734 R
Dank halances 16 49,720,094 16,060,812

86,196.470 96, 193 498

\egreds
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The aging analyiis of the trade dobia is az fllows:

31 Decvmber 2016

Carrylng emount Provision held Tatal
Ameount Impaired
oltsianding
(Rupesas)
ot yer dus 1,014,038 - - 11014038
Lipte 3 manths 1,993,711 - - 1,993,711
3 w 6 months $9,259 - - 89,255
Bers thao § months 28,560 - = S, 5B
—d 2l 02,669 Z = 3167.560
30 Junc 2016
Carrying amoun Provizion held Trdal
Ameount [rmpaired
outstsndiog
{Rupoes)
Mot yet due a0, 741,427 40,741,427
LUipto 3 months JAST5IT . - 1457517
3 o & months 449,125 - - 469,125
Tlore than 6 months - 3 2 5
44,668,065 - - 44,668 065
31 December
2018
Amanot
omistanding
The aging analysis of the oade debts iz a6 follows;
Upte 5 days 16,893,051
More than 3 days* 5,004,618
—A AR
* The vustody available sgeing these receivable is R 1,178,064,
The analysis below summarizes the credic gualicy of the Company's bunk balinces:
31 Decembor 30 June
Rafings of Banks™ 1014 2016
{Rupees}
AAF 6447338 315,5%
AN 449 007 J3L085
fA - 34,504,635
At 196,582 165,080
AA- 172,845 539,123
A 41.453,417 -
49,750,024 36,060,819

* Rating of hanks performed by PACRA & JOR-VIS.

Llgubdity risk

Liquidity risk is the risk that the Company will encounter dificulty in meeting 8 Ronocial obligationn ae they fall due, Liguidity risk ariges because of
the possibility that the Company could be required to pay its labilities earlier than expected or difficuley in reising funds to mes! commitmenis
nsaociated with financial lishilitics es they fall due. The Company's approach 1o mansping bquidity is to ensure, a3 far 23 possible, that it will ahways
bavra sufficlent lquidity wo meet ity Labilities when due, under both nermul sod sressed conditions, without incurring unacceplable losses or risking

damage o the Company's reputation.

The following are the contraciual maturities of financial Babilitiea:

Trode paywbles. zccneed txpenses and ather lighililies
Shot lerm boorowlng
Sales tax npd FED payuhbe

Tade poymbles, sucrued exmiensss und other lishilicize
Short beem Booowing,
Rales g and FED puguble

NV

31 December 1016
O demand Upie ihree mouths Muora than thres More than ane year Tatal
mamths snd wpis sne
vear
(Rmpees)
50,801,913 - - - S0E03, 03
. I8 366 - = JELAGE
0351 slisg . : IRECHE
50 Tune 2016
U dlemend Elpnn e mile Moge than thres hare than oog e Tiat
tiwemths snd updo ans
VERT
A RGPS e mory
4,470 543 - 54,579,045
1,740,008 - - - 2,740,035
- 267,155 - - 267,155
.'i'.".3l.'.-'.§}' 267 155 - k17l A
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Pimriwt risk

Mgt risk mesns that the fair valuz or future cosh flows of a financial ingrument will fluciete because af changes in rarkst prices such s Toreipn
exchange rabes, intersst rtes and equity prices. The objeotive is to menage snd control marke: risk exposuras within acceptable paramelers, while
optimising the return, Madeet risk compoises of three types of risk: foreign exchange or curreney risk, intereat / mark up rate dsk and price dek. The
mearkel risks assoclared with the Company's business aclivities are discussed ss under:

Inderest rate risk

Intereat rate rigk ia the risk that the value of & financial ingtrument will fluchuate dus to changes in the merket yicld. At the reponiing dste the
intereat rate profile of the Company's significant interest beering fnmcial instruments was as follows:

On Balance Sheet Assetn

Financial Assets

Lang term Investments

Long term loens, edvanass
and deposiie

Invesiments - Aveilable
Yor aale

Investmenis - Held for salz

Trade debiz

Laonng and advances

Depaosits

Oiher receivahles

Bank balances

Finanelal Liahilites

Trads paysbles, meerued
expenses nnd other
lizhilities

Salee dax and FED paynble

O Balance Bheet Gap

Tofal oet nesats

On Balance Sheet Asscts

Flitancial Assets

Long term Inveatments

Laong term Loans, advanges

end deposity

Investments - Available
for nale

rade debis

Loing and advances

Diposits

Dther receivables

Bank balunces

Finsneial Linbilldes

Trede payebley, sucraed
cxpenses and olher
liakilites

shorl term borrowing

Sules tax gnd FED payable

On Balante Sheet Gap

Total net sssets

—

31 December 1016

Efective yield / Inierest ! mark-up besring Mon fterest / Total
Interest rate el ity oot Matorfty  Faority lafer Maturicy later mark-up
percent later than ome later theo one  thaw three  thanm ane year beariog
month mooth end  months snd  and nat ter
oot later thes oot lafer than theno five years
threr menths onE YERS
(Rupeer)
s = - - 24,227,037 24217837
%% - - - 108,568 - 158,568
BAI% o 12.42% 148,991,515 TRO57.308 218,045,833
- i - - A4 BRI 5B A4 BE1 664
- - - - - 13,187,569 13,187,665
B% - - 315357 - 310,813 Lriml
- % - - - 4,00 00K ERLUEU
. - - . - 7,172,006 7,172,006
43% to 5.25% 18842743 - - - 10,897 348 49,740,091
18,842,743 - 14%.307 852 108, 568 3T RTE 381,994,048
. 8 B - - 50,803,913 50,903,913
- - - - - 351 366 3513464
# - - - 51155379 51155179
— 188274 e L3307 352 106568 102.579396, . JI08IRTH0
kL AR e
A0 June 2016
Effective vield / Tnterest { mark-up bearing Moo mierest / Tatal
interedt rate Maturity pot Matirity later blanriry Marurity later mnark-up
perent later than one thanofe  luter thon thres  then one year beanng
month manih and not mwnithe snd not  and net later
later than three . laier than une - tham five vears
muanths YiEF
{Rupees)
- - - - 40,378,391 40,378,391
B% - - 151,836 8475225 8,627,081
G.68% to 12.43% 152,705,281 - 67,364,775 220,070,056
- - - - - 44, 668,065 44,668,069
B4 - - 140,056 - To2 604 932,720
- - - . - 6,000,000 6,000,000
& & = - T418,195 T415,194
4.5% 10 5.5% 4,835,267 - - 31,23.901 5,086,168
4.B53, 267 - 152 845337 151,856 206,331,121 Jod, 181681
3 » ) - - 54,579,945 54,579 345
T.35% o 7.86% I,740,038 - - - - 2,740,038
g I 7 - - 267,155 267,155
2,740,038 - - 54,347,100 AT.587,138
2,113,229 - 152845337 151 854 13171208 206,584 543

3 E 584,543
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Price risk

Price risk is the risk of unfavourable changes in the fair value of securities as a result of changes in the
value of individual shares. The price risk exposure arises from the Company's investments in equity
securities. The Company's policy is to manage price risk through selection of blue chip securities,

The Company's investments in quoted equity amounted to Rs, 79.06 million (30 June 2016: Rs 67.36
million) at the balance sheet date. The carrying value of investments subject to equity price nisk are, in
almost all instances, based on quoted market prices as of the balance sheet date. Market prices are
subject to fluctuation. Fluctuation in the market ptice of a security may result from perceived changes
in the underlying economic characteristics of the investee, the relative price of alternative investments
and general market conditions,

In case of quoted equity investments, a 10% increase / decrease in share prices value at vear end
would have increased / decreased the other comprehensive income of the Company by increasing /
decreasing surplus on revaluation of such invesiment by the amounts given below.

31 December 30 June

2016 2016
~—— {Rupees) ~—--—
Effect on profit or loss (impairment loss) - -
Effect on other comprehensive income - net of tax 6,719,871 3,726,006
Effect on investments 7,905,731 6,736,478

Crerrency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
becanse of changes in foreign exchange rates, The Company, at present is not exposed to currency
risk as all transactions are carried out in Pak Rupees.

Fair value of fimancial assets and liabilities

Fair value is an amount for which an asget could be exchanged or a liability settled between
knowledgeable willing parties in arm’s length transaction. The table below analyses financial
instruments carried at fair value, by valuation method. The different levels {methods) have been
defined as follows:

‘Level 1: Fair value measurements using quoted prices (unadjusted) in active markets for identical
assets or liabilities,

Level 2: Fair value measurements using inputs other than quoled prices included within Level | that

are observable for the asset or liability, sither directly (i.c. as prices) or indirectly (i.. derived from
prices),

Level 3: Fair value measurements using inputs for the asset or liability that are not based on observable
market data (i.e. unobservable inputs).

Fair value of the financial assets that arc traded in active markets are based on quoted market
prices. Since investment in Pakistan Stock Exchange Limited (PSX) is not listed on stock
exchange, a quoted market price is not available and the fair value of such investment can not be
determined with reasonable accuracy. The following table shows fair values of financial assets
and financial liabilities, including their levels in the fair value hierarchy. It includes fair value
information of 40% investment in PSX measured as per the bidding process explained in note 8.3,
These financial assets and financial Liabilities, except for 60% investment in PSX, are short term
and their fair value approximates their carrying value.

N aponei
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Tperatica nsk i the gk of dircet o Indivect loss arising from a wide vaslery of caises sssaciated with the proceiecs, rechoology snd infrastucoure mupparting e Company's

aperutinns &ithed lntsmally within the Company or extemally ut the Conupany's servics provedsce, and from exizmal factor other than credit, markee and liquidity risks nach as
thoee drising from legal and regulatory requirements and gonesally accepted sandsrds of imvestment managsenent behavior. Operstionsl risks arise froe all of the Company's
artiviriga,

The primary respongibility for (e devilopment and implemeitstion of covmls pyer operacienal rigk resta with the Baard of Directon. This reepossibility escumprises e
contrnls in the fellowing arens;

- fequirzmenta for appropriote segregation of dities between variols fuilions, roles and responsbilites;

- - Feqlirements for tye reconciliation and monitoring of transactians;

- Gomphianee with regulatnry nod othier legal requirememg;

- documentstion of controld and procedures;

- pequirementd for the periodic sseament of operational maks feced, end the sdequecy of conrels snd procedures io address the risks izt Fipdd;
< ethical and business sendards;

- risk mutigation, including mxurance where this 2 eTective,

AL CAPITAL RISK MANACEMENT

The Company's ehjective when manuging eapicnl ig i saf gusnd the Company's sbilry bo contious as & geing concern o that it can continue 1o provide returms for sharebolders
anil benefitd for athee stakeholders; and w muintsin 8 wrong capitsl base 1o suppart the mascxined development of s business. Furtber, Pakises Stock Exchange Limited alsn
Fequire the Company i mslolso o minimum oo ekl
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32,1 Base Minimum Capital
In compliance with the sub-regulation 2.1 of the Repgulation Governing Risk Management (Regulations)
of the Pakistan Stock Exchange Limited (PSX) (formerly Karachi Stock Exchange Limited), every
Trading Right Entitlement Certificate {TREC) holder repistered as a broker under Brokers and Agents
Registration Rules, 2001, is required to maintain & Base Minimum Capital (BMC) in the amount and
form as prescribed in the Regulations.
Asat 31 December 2016, the Company 18 required to have a base minimum capital of Rs. 28 million.
The Company's BMC i3 comprised of the sum of notional value of the TREC, the break up value of
40% of the PSX shares (i.e. 1,602,953 sharcs) allotted to the initial share holders and 1,000,000
Exchange shares out of 60% of the total shares (i.c. 2,404,430 shares) assigned to the PSX o meet
the BMC deposit requirement.
The notional value of the TREC and the break up value of the shares for the purpose of BMC is
determined by the P5X as under:
31 December
2016
(Rupees)
Trading Right Entitlement Certificates 5,000,000
Break up value of PSX shares (Rs. 9.98 per share) 25,977,470
30,977470
33, NUMBER OF EMPLOYEES 31 December 30 June
2016 2016
B e (Number) -——e—-
The details of number of employees are as follows:
Average number of emplovees during the year 24 23
Number of employees at period end 23 24
J4. GENERAL
Comparative information has been re-classified, re-arranged or additionally incorporated in these
financial statements, wherever necessary to facilitate comparative and to confirm with changes in
presentation in the current year.
35 DATE OF AUTHORISATION
These financial statements were authorized for issue by the Board of Directors of the Company in their
meeting held on 2 o a0 -
oty

)
-

Chief Fifiancial Officer Chief Executive




