KHS SECURITIES (PRIVATE) LIMITED

AUDITED FINANCIAL STATEMENTS
FOR THE YEAR ENDED
JUNE 30, 2019

MUSHTAQ & COMPANY
CHARTERED ACCOUNTANTS

KARACHI OFFICE: LAHORE OFFICE: ISLAMABAD OFFICE
407-Commerce Centre, 501-B, City Towers, 313- First floor
Hasrat Mohani Road, Main Boulevard, Millennium Heights
Karachi-74200. Lahore-54660 F-11/1, Islamabad
PH: 32638521-4 FAX: 32639843 PH: 35788637-8 Fax: 35788626 Ph:051-2224970
E-mail: mushtaq_vohra@hotmail.com E-mail: info@mushtagandcompany.com













KHS SECURITIES (PRIVATE) LIMITED
STATEMENT OF FINANCIAL POSITION

AS AT JUNE 30, 2019
2019 2018 2017 2019 2018 2017
Note Rupees Note Rupees
EQUITY AND LIABILITIES Restated Restated ASSETS Restated Restated
SHARE CAPITAL NON CURRENT ASSETS
Authorized capital
3,500,000 (2018: 3,500,000) Ordinary Operating fixed assets 9 1,048,017 1,207,933 1,393,288
shares of Rs.10 each 35,000,000 35,000,000 35,000,000 Intangible assets 10 7,202,841 7,202,841 7,016,841
8,250,858 8,410,774 8.410,129
Issued, subscribed and paid-up capital
2,000,000 (2018 2,000,000) Ordinary Long term investment 1 18,356,456 15,259,068 15,436,302
shares of Rs.10 each 20,000,000 20,000,000 20,000,000 Long term deposits 12 4,971,535 5,071,535 5,071,535
Unappropriated profits 5,457,726 8,882,388 11,702,452
Gain on investments at FVOCI 9,661,185 7,462,040 7,587,876
Share deposit money 4 11,004,000 11,004,000 11,004,000
46,122,911 47,348,428 50,294,328
DEFERRED LIABILITIES
Deferred taxation 1,720,422 1,985,644 2,552,692
CURRENT LIABILITIES CURRENT ASSETS
Trade & other payables 5 16,540,700 12,528,008 35,903,615 |  Trade debts 13 15,616,990 18,329,419 28,310,677
Unclaimed dividend 6 215,000 215,000 215,000 Short term investments 14 2,307,556 3,407,793 7,504,872
Provision for taxation 7 130,842 - 42501 Advance income tax 15 623,943 2 29.000
Cash and bank balances 16 14,602,537 11,598,491 24,245 621
16,886,542 12,743,008 36,161,116 . 33,151,026 33,335,703 60,090,170
CONTINGENCIES AND
COMMITMENTS 8
64729875 62,077,080 89,008,136 84729875 62,077,080 89,008,136

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




KHS SECURITIES (PRIVATE) LIMITED
STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED JUNE 30, 2019

2019 2018
Note ~  -—--e-- Rupees -------

Brokerage receipts 2,248,562 2,814,761
(Loss) / gain on sale of short term investments - net - (788,822)
Fair value loss on remeasurement of

investments through profit or loss (1,100,237) (323,732)
Operating and administrative expenses 17 (6,747,306) (4,638,227)
Other Income 1,147,720 590,713

Operating (loss) / income (4,451,262) (2,345,307)

Finance cost

(6,023) (10,156)
(Loss) / profit before taxation (4,457,285) (2,355,463)
Taxation 20 1,032,623 (464,601)

(Loss) / profit after taxation (3,424,662) (2,820,064)

(Loss) / Earnings per share - Basic and diluted 23 (1.71) (1.41)

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

CHIEF EXECUTIVE DIRECTOR



KHS SECURITIES (PRIVATE) LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2019

(Loss) / profit after taxation

Other comprehensive income:
Ttems that will never be reclassified subsequently to profit or loss

Investments at fair value through other comprehensive income

Fair value Gain/(Loss) arised during the period [ 3097388 |[ (177.239)
Impact of deferred tax 51

2,199,145 (125.836)

Total comprehensive (loss) / income for the year (1225517) ___(2.945.900)

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

DIRECTOR




KHS SECURITIES (PRIVATE) LIMITED

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2019

Note
CASH FLOWS FROM OPERATING ACTIVITIES

(Loss) / profit before taxation

Adjustments for non-cash charges and other items:
Depreciation

Dividend income
Other income
Loss / (gain) on sale on investment

Unrealized loss on remeasurement of investment
Finance cost

(Loss) / profit before working capital changes

Effect on cash flow due to working capital changes
Decrease / (increase) in current assets:
Trade debts

Loans and advances

(Decrease) / increase in current liabilities:
Trade and other payables

Cash (used in) / generated from operations
Income tax paid
Finance cost paid
Net cash (used in) / generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of investment

Payment for acquisition of Investments
Purchase of intangibles

Decrease in long term deposits
Dividend Received

Net cash generated from investing 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 16

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

CHIEF EXECUTIVE

2019 2018
------- Rupees -=-----
(4,457,285) (2,355,463)
159,916 185,355
(654,900) (590,713)
(492,820) -
- 788,822
1,100,237 323,732
6,023 10,156
118,457 717,352
(4,338,828) (1,638,111)
2,712,429 9,981,258
- 29,000
4,012,692 (23,375,607)
6,725,121 (13,365,349)
2,386,293 (15,003,460)
(623,943) (983,973)
(6,023) (10,156)
1,756,327 (15,997,589)
- 5,731,349
- (2,696,995)
- (186,000.00)
100,000 -
1,147,720 502,106
1,247,720 3,350,460
3,004,046 (12,647,130)
11,598,491 24,245,621
14,602,537 11,598,491

DIRECTOR



KHS SECURITIES (PRIVATE) LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2019

SHARE REVENUE RESERVE ~ GAIN/(LOSS) ON

PARTICULARS INVESTMENTS
CAPITAL  ACCUMULATED s S I st
PROFIT
Rupees
Balance as at July 01,2017 20,000,000 11,155,869 a 31,155,869
Gain on investments at FVOCI-net (Note 2.4.1) . 546,583 7,587,876 8,134,459
Balance as at July 01, 2017 - restated 20,000,000 11,702,452 7,587,876 39,290,328
Profiv/ (loss) for the year - (2,820,064) : (2,820,064)
Other comprehensive income/ (loss) for the year - - (125,836) (125,836)
Balance as at June 30, 2018 - restated 20,000,000 8,882,388 7,462,040 36,344,428
Profit/ (loss) for the year 5 (3,424,662) - (3,424,662)
Other comprehensive income/ (loss) for the year - - 2,199,145 2,199,145
Balance as at June 30, 2019 20,000,000 5,457,726 9,661,185 35,118,911

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

CHIEF EXECUTIVE DIRECTOR




KHS SECURITIES (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2019

1.  THE COMPANY AND ITS OPERATION

KHS Securities (Private) Limited (the Company) was incorporated as a private limited company in Pakistan
under the Companies Ordinance, 1984 (now the Companies Act, 2017) on August 16, 2002. The Company
is a corporate member of the Pakistan Stock Exchange Limited (Formerly: Lahore Stock Exchange
Limited). Its principle activities include trading and brokerage for equities, underwriting of public issues

etc. The registered office of the Company is located at room no.511, 5th floor, Lahore Stock Exchange
Building, 10-Khayaban-e-Aiwan-e-Igbal, Lahore.

!J

BASIS OF PREPARATION

2.1 Statement of compliance

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

International Financial Reporting Standards (IFRS Standards) issued by the International Accounting
Standards Board (IASB) as notified under the Companies Act, 2017: and

Provisions of and directives issued under the Companies Act, 2017

Where provisions of and directives issued under the Companies Act, 2017 differ from the IFRS Standards,
the provisions of and directives issued under the Companies Act, 2017 have been followed.
2.2 Basis of measurement

These Financial Statements have been prepared under the historical cost convention without any adjustment

for the fact of inflation or current values except investments and shares that have been measured at fair
values.

2.3 Functional and presentation currency

These financial statements are presented in Pakistani rupees which is also the company's functional currency
and presentation currency of the company and rounded off to the nearest rupee.

2.4 Changes in accounting standards, laws and interpretations

2.4.1 Standards, interpretations and

amendments to published approved accounting standards that are
effective and relevant

Following standards, amendments and interpretations are effective for the year beginning on or after July
01, 2018. These standards, interpretations and the amendments are either not relevant to the Company's
op,erations or are not expected to have significant impact on the Company's financial statements other than
mentioned below:

(a IFRS 9 ‘Financial instruments’ — This standard replaces the provisions of IAS 39 that relate to the

recognition, classification and measurement of financial assets and financial liabilities, derecognition of
financial instruments, impairment of financial assets and hedge accounting. It also includes an expected

credit losses model that replaces IAS 39 incurred loss impairment model. On July 1, 2018 (the date of initial

application of IFRS 9), the Company’s management has asses

sed which business models apply to the
financial assets held by the Company and has classified its financial instruments into the appropriate IFRS 9

categories (i.e. mainly financial assets previously classified as ‘loans and receivables’ have now been
classified as ‘amortized cost’ and Investment at Cost has now been classified as Investment at Fair Value
through OCI).

The financial impact of changes laid down by this standard on these financial statements of the Company
~ and on related accounting policies is given as follows:

~ Previously, Long Term Investments were caried at Cost which were not in accordance with the requirements
f IFRS 9. Accordingly, in accordance with the requirements of Internation:

al financial Reporting Standard
| instruments’ Long Term Invetments would now be carried at fair value and any gain will be
ed to other comprehensive income,
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Disposal

me gain or loss arising on disposal of an item of property, plant and equipment is determined as the
difference between the sales proceeds and the carrying amounts of the asset and is recognised in the
statement of profit or loss.

Intangible Assets

lntangll?le wi.th ﬁni'te useful lives are stated at cost less amortization and impairment if any. Subsequently
expendlture-ls Fapnahzed only when it increases the future economic benefits embodied in the specific
assets to which it relates. All other expenditure is expensed as incurred.

Leasehold

Room.lease hold rights are stated at cost less impairments if any. The carrying amount is reviewed at each
reporting date to assess whether these are recorded in excess of their recoverable amounts, and where
carrying value is in excess of recoverable amounts, these are written down to their estimated recoverable

amount.
Trade and other receivables

The receivables are recognized initially at the amount of consideration that is unconditional, unless they
contain significant financing component in which case such are recognized at fair value. The Company
holds the trade debts with the objective of collecting the contractual cash flows and therefore measures the
trade debts subsequently at amortized cost using the effective interest rate method.

Cash and cash equivalents

Cash and cash equivalents are carried at cost in statement of financial position. For the purpose of statement
of cash flows , cash and cash equivalents are comprised of cash in hand, bank balances and short term

borrowings.

Trade and other payables

Trade payables are obligations under normal short-term credit terms. These are measured at the

undiscounted amount of cash to be paid.

Provisions

the Company has a present obligation (legal or constructive) as a result of a

Provisions are recognised when,
ired to settle the obligation, and a reliable estimate

past event, it is probable that the Company will be requ
can be made of the amount of the obligation.
1 is the best estimate of the consideration required to settle the present

The amount recognised as a provisio
period, taking into account the risks and uncertainties surrounding the

obligation at the end of the reporting
obligation.

Impairment

Financial Assets

The Company assesses on a forward looking basis the expected credit losses associated with its financial

assets. The Company applies the simplified approach to recognize lifetime expected credit losses for trade
debts, due from customers and contract assets. The Company does not track changes in credit risk, but
instead recognizes a loss allowance based on lifetime ECLs at each reporting date. The Company has
established a provision matrix that is based on its historical credit loss experience, adjusted for forward-

looking factors specific to the debtors and the economic environment.

However, in certain cases, the Company may also consider a financial asset to be in default when internal or

external information indicates that the Company is unlikely to receive the outstanding contractual amo.unts
in full before taking into account any credit enhancements held by the Company. A financial asset is written

off when there is no reasonable expectation of recovering the contractual cash flows.
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Non-Financial Assets

The carrying amounts of non-financial assets are assessed at each reporting date to ascertain whether there
is any indication of impairment. If such an indication exists, the asset’s recoverable amount is estimated to
determine the extent of impairment loss, if any. An impairment loss is recognized as an expense in the profit
or loss. The recoverable amount is the higher of an asset’s fair value less cost of disposal and value-in-use.
Value-in-use is ascertained through discounting of the estimated future cash flows using a discount rate that
reflects current market assessments of the time value of money and the risk specific to the assets. For the
purpose of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash flows (cash-generating units). An impairment loss is reversed if there is a change in the
estimates used to determine the recoverable amount. An impairment loss is reversed only to the extent that

the asset’s carrying amount does not exceed the carrying amount that would have been determined, net of
depreciation or amortization, if no impairment loss had been recognized.

Off setting financial assets and financial liabilities

Financial assets and financial liabilities are set off and only the net amount is reported in the balance sheet

when there is a legally enforceable right to set off the recognized amount and the company intends to either
settle on a net basis, or to realize the asset and settle the liability simultaneously.

Earning per share

Basic EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the company
by the weighted average number of ordinary shares outstanding during the year. Diluted EPS is calculated
by adjusting basic EPS by the weighted average number of ordinary shares that would be issued on
conversion of all dilutive potential ordinary shares into ordinary shares and post-tax effect of changes in

profit or loss attributable to ordinary shares of the company that would result from conversion of all dilutive
potential ordinary shares into ordinary shares.

3.10 Financial Assets and Liabilities

fr" value through profit or loss, A gain or loss on deb

Financial Assets

The Company classifies its financial assets at amortized cost, fair valu
income or fair value through profit or loss on the basis of the Company’s
financial assets and the contractual cash flow characteristics of the financia

e through other comprehensive
business model for managing the
1 asset.

a) Amortized Cost

Assets that are held for collection of contractual cash flows where
payments of principal and interest are measured at amortized cost. In
assets, impairment losses, foreign exchange gains and losses, and gain
recognized directly in profit or loss.

those cash flow represents solely
terest income from these financial
or loss arising on derecognition are

b) Fair value through other comprehensive income

contractual terms of the financial asset give rise on specifi
principal and interest on the principal amount outstanding.

¢) Fair value through profit or loss

Assets that do not meet the criteria for amortized cost or fair value through other comprehensive income or
assets that are designated at fair value through profit or loss using fair value option, are measured at fair

t investment that is subsequently measured at fair value

through profit or loss is recognized in profit or loss in the period in which it arises.

A









Operating fixed assets

\ Cost Accumulated Depreciation Net Book |Z
Particulars Val 3
As at Additions/ |{Asat June| Asat For the |Asat June oo n°
July 01 Di o L

(Disposals) 30 July 01 year 30

10.

10.1

i

Fumiture and fixtures 81.132

Rupees

81,132 64,298 1,683 65,981 15,151 10

Office equipment 1,644,652 - 1,644,652 1,236,012 40,864 1,276,876 367,776 10
Vehicles 1,995,916 - 1,995916 1213457 117,369 1,330,826 665,090 15
2019 3,721,700 - 3,721,700 2,513,767 159,916 2,673,683 1,048,017
2018 3,721,700 - 371,700 2328412 185355 2,513,767 1,207,933
Intangible assets
Trad?ng S Rooms at LSE
: Entitlement 2 ;
Particulars Certificate Financial Total
(note10.1) Services Ltd.
R Rupees ----=----——--—--
Net book value as at July 01, 2018 2,250,849 4,951,992 7,202,841
Addition B " 3
Net book value as at June 30, 2019 2,250,849 4,951,992 7,202,841
Net book value as at June 30, 2018 2,250,849 4,951,992 7,202,841

Trading Right Entitlement Certificate (TREC)

In accordance with the requirements of the Stock Exchanges (Corporatization, Demutualization and
Integration) Act, 2012, the Company received TREC of Pakistan Stock Exchange with indefinite useful life
and equity shares of LSE Financial Services Ltd. (LSEFL) in lieu of its membership card of Lahore Stock

Exchange Ltd. The Company's entitlement in respect of shares of LSEFL was determined on the basis of the
valuation of assets and liabilities of Lahore Stock Exchange Ltd. as approved by the SECP. The Company
had been allotted with 843,975 shares of LSEFL, having face value of Rs.10 each; valuing Rs.8.440 million.
As at June 30, 2013 the active market value of TREC and equity shares of LSEFL was not available. The
allocation of the carrying amount of membership card amounting Rs.7 million to the composite assets i.e.
TREC and equity shares of the LSEFL was made based on the guidance given by the Technical Committee
of the Institute of Chartered Accountants of Pakistan.

Further, Lahore Stock Exchange Limited (LSE) [now LSEFL] had introduced a minimum capital regime for
the brokers and for this purpose had valued TREC at Rs.4 million as per the decision of the Board of
Directors of the LSE. In the absence of an active market for TREC, this assigned value of Rs.4 million has
been considered as the closest estimate of the fair value of the TREC.

In the absence of an active market for determining fair value of TREC and shares, the value of the TREC

and shares have thus been measured at the value of the membership card i.e. Rs.7 million with which they

had been exchanged and subsequently carried at cost. Therefore, based on the above estimates of fair values
of LSE shares (Rs.8.440 million) and TREC (Rs.4 million), the Company had allocated it's carrying value

of the membership card in the ratio of 0.678 to shares and 0,322 to TREC. Resultantly, the shares have been
recognized at Rs.4.749 million and TREC at Rs.2.251 million.
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11.

12.

13.

13.1

14.

[n the notice dated November 10, 2017, Ref no. PSX/N-7178, of Pakistan Stock Exchange, the notional
value of the TRE certificate has been revised from Rs. 5 million to Rs. 2.5 million for the pu;'pose ofl;z:
Minimum Capital Requirement. In the notice dated March 20, 2018, Ref no. 4348, of LSE Financi:i
Services, net asset value per share of LSE is rupees 18.08.

In t'he year ending 30th June 2019 There is no change in the notional value of TRE certificate and as per
notice dated June 12, 2019 Ref no. PSX/N-722 of Pakistan Stock Exchange, net asset value per share of
LSE is Rs. 21.75.

2019 2018
Note ------- Rupees -------

Long term investment Restated
Investment at F.V through OCI
LSE Financial Services Ltd. (LSE)

Cost (843,975 ordinary shares of Rs.10 each) 11.1 4,749,151 4,749,151

Fair value adjustment 13,607,305 10,509,917

18,356,456 15,259,068

These represent shares of Rs.10/- each of LSE Financial Services Limited received on Corporatization,
demutualization and integration of LSE. These shares are not quoted on any stock exchange. Out of 843,975
shares 506.385 shares have been kent in a blocked account.

Long term deposits
Membership National Commodity Exchange 3,250,000 3,250,000
Security deposit - Sialkot office 1,191,535 1,191,535
Security deposit - NCCPL 100,000 200,000
PSX clearing house deposit 430,000 430,000
4,971,535 5,071,535
Trade debts - Unsecured, considered good
Balance as at June 30, 18,405,725 18,329,419
Less: Allownce for ECL on trade debts 13.1 (2,788,735) -
15,616,990 18,329,419
Allowance for ECL on trade debts
Opening balance = 5
Allowance for ECL during the year 2,788,735 =
Allowance no longer required/recovered = o
Closing balance 2,788,735 z
2019 2018
Short term investments - at fair value through profit or loss ----—-- Rupees -------
Listed securities - other than related parties 2,307,556 3.407.793
Market values
Aisha Steel Mills Ltd. - 15000 (2018: 15000) shares 138,000 236,550
Millat Tractors Ltd. - 2000 (2018: 2000) shares 1,724,760 2,376,120
Fauji Fertilizer Bin Qasim Ltd. - 7,912 (2018: 7912) shares 144,236 305,403
Packages Ltd. - 1000 (2018: 1000) shares 300,560 489,720
2,307,556 3,407,793
Carrying values
Aisha Steel Mills Ltd. - 15000 (2018: 15000) shares 236,550 336,375
Millat Tractors Ltd. - 2000 (2018: 2000) shares 2,376,120 2,360,620
Fauji Fertilizer Bin Qasim Ltd. - 7,912 (2018: 7912) shares 305,403 338,950
Packages Ltd. - 1000 (2018: 1000) shares 489,720 695,580
3,407,793 3,731,525
Fair value adjustment (1,100,237) (323,732)













Following are the contractual maturities of financial liabilities as at June 30, 2019

and June 30, 2018:
| Financial liabilities Carrying amount Contractual T Less than one
. cash flows year j
Rupees ;
Trade and other payables - unsecured
- As at June 30, 2019 16,540,700 16,540,700 2
- As at June 30, 2018 12,528,008 12,528,008 .

The company is not materially exposed to liquidity risk as substantially all obligations, commitments of the
con}pany are of short term and routine in nature (accrued expense) and are restricted to the extent of
available liquidity except the long term unsecured interest free loan obtained from the directors redeemable
at the option of the company. As a part of liquidity risk management policy company follows effective cash
flow, planning, controlling and management procedures to ensure availability of funds through effective

working capital management and to appropriate measures for new requirements.
22.3 Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity
prices will effect company's income or the value of its holding of financial instruments. The objective of the
market risk management is to manage and control market exposures within acceptable parameters, while
optimising the return on risk.

Foreign currency risk management

Foreign currency risk arises mainly where receivables and payables exists due to the transactions with
foreign undertaken. Financial assets and financial liabilities of the company are not exposed to currency risk
as a company has not entered into any transaction with any foreign undertakings.

Interest rate risk management

The company's income and operating cash flows are substantially independent of changes in market interest
rates. The company has no significant long term interest bearing financial assets and liabilities whose fair
value or cash flows will fluctuate because of the changes in market interest rates. As there is no interest
bearing financial assets and liabilities, therefore disclosure requirement of effective rate of interest is not
attractive.

Capital risk management

The company's objectives when managing capital are to safeguard the company's ability to continue as a
going concern sO that it can continue to provide returns for shareholders and benefits for other shareholders,
and to maintain a strong capital base to support the sustained development of its businesses.

The company manage its capital structure by effective cash flow manage.:ment tf’ ensure availabi}ity of func‘ls
and by monitoring return on net assets and make adjustments thereto in th.e llght‘ of c.hanges in e':cor.mm.nc
conditions. Consistent with the others in the industry, the company manages 1ts cap:‘tal risk by monitoring its
debt levels and liquid assets and keeping in view future requirements and expect-atlons of the.shareholders‘
Debt is calculating as total borrowings. Total capital comprises stxareholders'eqmty as shown in the balance
sheet under share capital and reserves. In order to maintain or adjust the capital structure, the company may
also adjust the amount of dividends paid to shareholders or issue new shares.

22.4 Other price risk

ick i i i financial instrument will fluctuate
ice risk is the risk that the fair value of future cash flows f’f a cial .
?bet:::sznof changes in market prices (other than those arising from interest rate risk or currency risk). The

company is not exposed to any price risk as there are no financial instrument at the reporting date that a
/}"‘ sensitive to price fluctuations.







