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To be a leading financial institution, offering efficient. fair and transparent
securities market in the region and enjoying full confidence of the investors.

TWisiien

To strive and provide quality and value added services to the capital market in
an efficient, transparent and orderly manner. compatible with international
standards and best practices:

“Toprovide stateof the art technologyand automated trading operations driven
byateamofprofessionals in accordance with good corporate governance:

To protect and safequard the interest of llits stakeholders ie. members listed
companies employees and the investorsat large.and.

To reflect country’s economic health and behaviour and play its role for the
growth,development and prosperity of Pakistan

. @ ‘The Karachi Stock Exchange (Guarantee) Ltd
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CORPORATE INFORMATION

'BOARD OF DIRECTORS
M. Zaffar A. Khan Chairman

Mr M. A. Lodhi Managing Director
M. Muhammad Siddique Dalal Director.

M. Abid Alf Habib Director.

M. Tariq Kirmani Director

M. Munir M. Ladha Director

M. Zakir Mahmood Director

M. Zafar Moti Oirector

M Asad Umar Director

Haji Ghani Haji Usman Director

M. Muhammad Rafique Umer Company Secretary
Legal Advisors

/5. Ghani Law Associates, Industrial Relations Advisors
M/s. Mansoor Ahmad Khan & Company, Advocates & Legal
Consultants.

M/s. Sayeed & Sayeed, Advocates & Legal Consultants

Auditors
M/s. Ford Rhodes Sidat Hyder & Co., Chartered Accountants

Bankers
ABN Amro Bank Limited Meezan Bank Limited

Allied Bank of Pakistan Limited  Metropolitan Bank Limited
Bank AL-Habib Limited MyBank Limited

Bank Alfalah Limited PICIC Commercial Bank Limited
Crescent Commercial Bank Limited  Saudi Pak Commercial Bank Limited
Habib Bank Limited Standard Chartered Bark Limited
KASB Bank Limited United Bank Limited

MCB Bank Limited

Registered Office
Stock Exchange Building, Stock Exchange Road, Karachi-74000
Tel: 246267178 UAN: 111-00-11-22 Fax: 2410825,
Email: infockse. com.pk, Website: wiw.kse.com.pk
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NOTIGE s hereby given that 59th Annual General Mesting of the Karachi Stock Exchange
(Guarantes) Limited will ba held on Monday, October 30, 2006 at 3:30 pm. at the Rogistered
Office ofthe Exchange, al KSE Audiorium, 3 Foor, Stock Exchange Buiding, Stock Exchange
Road, Karachito transact the following businoss:

1. To confirn the minutes of Extracrdinary General Meating of the Exchange heid on August
24,2008, (Copy alreacy circulated).

2. Toreceive and approvo the Annual Audited Accourts of tho Exchango for the yos
Juno 30, 2008, togother wi the Directors' and Auitors' Reporis hareon.

onded

3. To appoint audiors of the Exchange for the yoar ending Juno 30, 2007 and fix their

romuneration.

4. Any other matter with the permission of the Chalr.

BY ORDER OF THE
GOVERNING BOARD OF DIRECTORS

st

MUHANIMAD RAFIQUE UMER
Company Secretary.

‘The Karachi Stock Exchange (Guarantee) Lid.
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DIRECTORS' REPORT

The Board of Directors of the Karachi Stock Exchange take pleasure in presenting the
Annual Report of the Exchange alongwith the audited financial statements and the Auditors”
Report for the year ended June 30, 2006.

SECURITIES MARKET REVIEW

During the year 2005-06, the stock market continued to perform el by achieving several
milestones in the backdrop of sustained economic growth and outstanding corporate
results. The KSE-100 index surged from 7,450 points as on July 01, 2005 t0 reach an all
time high record of 12,274 points on April 17, 2006 and finally closed at 9,989 points on
June 30, 2006, registering a remarkable rise by 34% during the year. During the first half
f FY06, the market maintained a strong upward trend and mproved by 28% (2,106 points)
€0 close at 9,556 points. The second half of the year, however, was extremely volatile and
the index gained only 4.5% (433 points). Market capitalization during the year touched a
record Rs. 3,460 billion (US § 57.7 billion) on April 17, 2006, but eased to Rs. 2,801 billion
(US'$ 46.7 billion) on June 30, 2006 a5 compared to Rs. 2,068 billion (US § 34.5 billion) on
July 01, 2005, showing a growth of 35.45%. Despite the healthy run-up witnessed on the
bourse, the average daily turnover of ready market of 324 million shares was lower a
compared to the average daily turnover of 350 million shares of last year.

There were several contributing factors behind the rise in the index. Better corporate
fesuts, notably of the banking sector, developments in the oil and gas sector including
new discoveries and production enhancements, privatisation expectations, news of GOR
issue by Oil & Gas Development Corparation (0GOC), reduction in anti dumping duty by EU
on bed linen, proposed construction of Gams, higher demand for cars, fertilizers, cement,
continued growth n foreign exchange remittances from abroad, increase in export earnings,
etc. vere some of the key factors. The year was also marked by two major privatisation
deals of already listed government owned entitics, namely Pakistan Telecommunication
‘Company Limited (PTCL and Karachi Electric Supply Corporation Limited (KESC), whereby
management control of these companies was transferred to their strategic buyers. However,
allowing import of cement, iflow of e-conditioned cars, slow down in the pace of privatisation
process, profit-taking by foreiga institutional investors, regional markets siide, interest
rate hike, increase in CVT and withholding tax on sectirities transactions, imposition of
stamp duty on electronic transfer of security transactions by Sindh Government, increased
defict in balance of payments, etc. were the factors which fuelled the negative sentiments
in the market.

In financial year 200506, 14 new listings worth Rs. 25.5 billion were made at KSE. At the
end of the financial year 658 companies remained listed on the Exchange compared to 659
companies listed at the end of previous year. Like equity markets, corporate debt market
also witnessed 6 new listings of Term Finance Certificates (TFCs) valued at Rs.6.9 billion.

{ene)
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KSE'S FINANCIAL REVIEW

The revenues of the Exchange for the year ended June 30, 2006 stood at Rs. 1,182 million
as compared to Rs. 977 million of the (ast year, thereby recording an increase of about 21%
over previous year. This was mainly due to increase in trading fee, other income comprising
of share of profit from associated companies and return on surplus funds placed with the
financial institutions. Operating expenses increased to Rs. 313 million as compared to

| Rs. 267 millon, recording an increase of 175 over ast year. The said ncrease is due to donation’
of Rs. 20.0 million to the President’s Earthquake Relief Fund and an increase in salaries

| and depreciation charges. The Exchange thus recorded a pre-tax surplus o Rs. 869 million
as against Rs. 710 million during the previous year, achicving 2% growth.

INVESTMENT IN ASSOCIATE AND JOINT VENTURE COMPANIES

Karachi Stock Exchange over the years has made investments in the following associate
and joint venture companes:

Associates
Name of Company Amount invested (Rs.)
shareholding
Central Depository Company 39,808,000 39.81%
of Pakistan Limited (COC)
National Clearing Company. 30,000,000 47.06%
of Pakistan Limited (NCCPL)
National Commodity Exchange Limited (NCEL) 20,000,000 36.36%,
Joint Venture
| JCRAVIS Credit Rating Company Limited 2,500,000 12.50%.

Out of abave, a handsome cash dividend @ 40% and stock dividend ® 30% declared by CBC
and cash dividend ® 3% declared by JCR-VIS Credit Rating Company for the financial year
ended June 30, 2005 were received during the year. There was no payout from the third
operating company, i.e. NCCPL whereas NCEL s still not operational since its incorporation
in April 2002.

The Karachi Stock Exchange, vide a resolution adopted by its General Body in a meeting
held on August 24, 2006, approved subscription of 1,636,356 Right Shares of NCEL of the
face value of Rs. 10/- each @ Rs. 13.50 per share. The resolution also allows for subsequent
disinvestment of 2,136,348 shares to financial institutions approved by SECP at the fair
market value to be determined by the Board of Directors of NCEL to bring down KSE’s
shareholding in NCEL to 15% of its paid-up capital as per SECP's directive. SECP requires
that the combined shareholding of the three stock exchangcs of Pakistan be reduced to
30% with no entity holding more than 15% of NCEL's equity. KSE is hopeful and fully supportive
of making NCEL operational before year end 2006.
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'CONTRIBUTION TO EXCHEQUER

The Exchange, during the financial year 2005-06 collected taxes from members of the
Exchange on securities market transactions and deposited an aggregate amount of Rs.3.58.
billion in the government exchequer. In addition, the Exchange paid a sum of Rs. 325
million as direct corporate tax to the exchequer.

SIGNIFICANT ACHIEVEMENTS

During the course of the year, several measures were implemented to strengthen the
market environment and boost investors' confidence. Some of the more significant measures
taken by KSE with the support and approval of SECP were;

‘s Introduction of Pre-Trade Verification System from September 12, 2005 with the
2Im to ensure that on a real time basis, members’ margins and capital adequacy
requirements are complied with.

' Development of Unique Glbal [dentification Number (UIN), which has been made
effective from August 01, 2006 in order to provide a traceable link between ever
order entered at the Fading systom of the Exchanga-and thepessas behalf of
‘o the said order s placed. This measure is expected to ensure greater transperency
in the market and further strengihen investor protection.

'© Development of KSE-30 Index based on free float, which has been launched from
Seplember 01, 2006. The new mdex wil funciion alongwiih existing two indices,
i.e. KSE AU Sfare Index and KSE-100 Index. The new index gives weight to the
constituent companies as per their actual liquidity in the market and fs not unduly
influenced by tightly held (arge-cap companies, thus providing better representation
of market movements.

‘* Introduction of various newi regulations and amendments in the existing regulations
5 per requirement in order (o improve risk management.

© Bxecution of an agreement between Kyrachi Stock Exchange & Notionl Clearing
Company of Pakistan Lmied (o formalize he reciprocal blgation of both the
institutions,

TASKS IN HAND
1. Demutualization of the Exchange

A5 reported in the last year's review, a preliminary report, identifying the various issues.
and recommendations thereon in line with the international practices, alongeith Valuation
epart on the et vorth of the Exchange and s BusiessPan o ocen suomiced 0 (e
SECP. It was followed by a detailed meeting of the Demutualization Committee with the
Chaifman-SECP on November 30, 2005. On January 28, 2006, a Hemorandum of Understanding was-
signed between SECP & KSE for demutualization of KSE, whereby amongst other conditiors, the
Valuation of the KSE is to be carried out by an international investment banker, the.
appointment of which is in process. The next step is the Corporatization, whereby KSE,
presently a company limited by guarantee, will be converted into a company limited by
shares and 100% of ts shares will be issued 10 Its members, Subscquently, the members
Would be required to disinvest 40% of their shareholding to financial institutions and 20%
Lo general public by having the Exchange lsted locally or globally. Moreover, through insertion
of a new section 32€ in the Securities & Exchange Ordinance, 1969 by virtue of Finance
Bill 2006.07, it has been envisaged that the Stock Exchanges shall stand corporatized and
demutialzed by December 31, 2006 o ffom such ater date 35 my be pemmitted by the
ommission.
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2. Introduction of new products and new measures

Introdiiction of Cash Settled Stack Futures Contracts is in process, which wil be implemented
so0n. Horeover, n order to provide definite and continuous iquidity to the market ina transparent
manner and o minimize the associated risks and inequalities, the SECP has proposed a new
leverage product called CFS MK Il. A committee constituted by the SECP comprising of all
the stakeholders, including K5, fasalready completed it deiverations and submitced
It recommendations. In the meantime, the SECP, a5 an interim_arrangement, has enhanced
CFS cap to Rs. 55 billion besides Increasing the number of eligible scrips, bariing of ‘Bata’
(ln-house financing) and strengthening various sk management measures.

COMPLIANCE WITH BEST PRACTICES OF CODE OF CORPORATE GOVERNANCE

Being a frontline regulator of securities market, the Kerachi Stock Exchange i flly cognizant of
{25 responsibility as enunciated in the Code of Corporate Governance. The followini comments
are an acknowledgment of KSE's commitment towards high standerds o Corporate Governance
and continuous improvement:-

% The financial statements, prepared by the management, present fairly the state
0faffais of the Exchange,the resul of it operaons, éash flows and changes 11

unds.

#  Proper books of accounts have been maintained by the Exchange.

%  Appropriate accounting policies have been consistently applied in preparation of
the financial statements and accounting estimates are based on reasonable and
prudent judgment.

% Intetnational Accounting Standards, as applicable in Pakistan, have been followed
n preparation of financial statements.

% The system of internal control is being redesigned (o make it more effective and
the Internal Audit Department i being strengthened. The process of monitoring

internal controls wil continue as an ongoing process with the objective to furths+
strengthen the controls and bring improvements in the system.

The Board has formed the Audit Committee and its Chairman is a non-executive
director. The terms of reference of the Committee have been approved by the
Board and advised to the Comittee for compliance.

% There are no doubts upon the Exchange's ability to continue as a going concern

%  There has been no material departure from the best practices of corporate
governance.

% Significant deviations from last yeer's operating results have been disclosed as
appropriate i the Directors’ Report.

BOARD OF DIRECTORS

The BoardofDirectors of e Exchange comprses of 10 members nlingthe Managig irctor
Qut of these, 5 diectors are elected from amongst members of the Exchange, Whereas
4 non- member directors are nominated and appointed by the Securities & Exchange Commission
of Pekistan. At the initiative of the SECP. 2 resolution was adoptcd by the General Body in its
EOGH held on April 06, 2006 for amending Articte 22(b) of the Articles of Association of the
Exchange, whereby the Chairman of the Board is to be elected by the Board from amongst the
sonmemberdirector s compared to tho past practic o out of member dicctors Accordingly.
M. Zatfar A. Kian was elected the first non-member Chairman of the Soard for the year 2006,
The KSE Board conssts of experienced and successful persons with diverse background. The'
non-member directors have a proven Lrack record of running major institutions, while the
member directors have a deep nderstanding of the working of the Exchange and the market.
The current Board for the calendar year 2006 effectively took charge from March 01, 2006
after the non-member directors were appointed by SECP. The new Board records ts appreciation
of the contribution made by the outgoing Board.

#

“The Karachi Stock Exchange (Guarantee) Lid.





[image: image15.jpg]A8 per Articles of Association of the Exchange, the Board of Directors is consttuted for each
calendar year. During the financial year ended June 30, 2006, 24 Board meetings (12 normal
& 12 emergent) were held, in which Directors’ attendance vias as follows:

Wo_of meetings held | No. of meetings.
Name of Director “during the tenure auended
Within the year
Jly-December 2005
[ Kuhammad Yasin Lakhan 7 i
i . Fudda 5 3
2 n 1 3 .
. Abid Al Habi 7 77
{14 Dawood Jan hammad 1 1
[ Knaleeq Kayani 2
Mo M A, Loghi 9 4
. ahome J.Jarter 112 5
[ Mhammad Siddique Datal 17 1
[ Shehzad Cham i3 13
[ Zatar iobal 17 7 .
i Sher Afgn Mallk 5
[ Farrukh S, Ansari 5 7
[ Agee Karim Dhedhl 2 z
[ Munic . Lok
January-June 2006
[ Zaftac A Knan I3
[, A Lodsi 7
Nl 7 .
[ Abio Al Hobio. 7 7
[ Targ Kirmant 7 3
{Mr. Munic M, Ladha 2
{ M. Zakic Mahmood 2z ]
[ 2afor st 7 3
M Asad Umar T 6
b Ghani Haff Usman 7 o
o | e i s e Bt o o e s o e e e .
COMMITTEES

The Board consttuted the fllowing committees, mandated withdisinctve terms of reference to advise
on strategic, operationa, functional, administrative and technical aspects of operation of the 3
e Comiittees comprising of members of the Board and members o the Exchange were formed under
the chaifmanship of various directors, as Getaied herein below:

Committee Chairman
1§ Human Resaurce Comittee M Zaffar A Khan
o | ii Voluntary De-listing Committee W, M. &, Loghi .
il Advisory & Arbitration Committee W zafar Moti
| v Afairs | Corporate Governance Committee M uhammad iddique Dalal
| V. Trading Affacs, Development & Technology Committee M. Abid Al Habib
| Vi, Audit Committee M. Zakir Mahmood
Vil Committee for hearing appeals M Asad Umar
Vil Demutualization Comnittce M Manir M, Ladha.
i Defaulters’ Committee: Hajf Ghani Haj Usman

o °
e
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AUDITORS
‘The present auditors, W/s. Ford, Rhodes, Sidat, Hyder & Co., Chartered Accountants have
retired, and being eligible, offered themselves for re-appointment, The Board has recom-
mended re-appointment of M/s, Ford, Rhodes, Sidat, Hyder & Co., Chartered Accountants
as statutory auditors of the Exchange for the year ending June 30, 2007 at a remuneration
of Rs. 500,000/ inclusive of half yearly review for the approval of the members.

FUTURE OUTLOOK

‘The Board of Directors and the management of the KSE working in close collaboration with
SECP intend to step up the process of reforms that have been underway at the Exchange
for some years. The principal areas of focus are briefly summarized below:

1. Corporatize and demutualize the Exchange. This would be a major step forward in the
reform process and is expected to add significantly to the credibility, efficiency and
8rowth prospects of KSE. The first big step in this exercise s to complete the valuation of
the Exchange by a globally renowned consultant. The appointment of the consultant is.
now imminent. We expect to fast track the attainment of this important objective.

2, Strengthen the organizational capability of the Exchange by developing and motivating

| the existing human resources and by Inducting new employees with new skill sets. It is

i expected that the strengthened organization will significantly add to market surveillance,
risk management and new product development capacity of the Exchange.

3. Introduction of new Risk Management measurcs which are under active consideration
. pose an appreciable challenge. The new measures vill significantly transform stock trading
| practices on the Karachi Stock Exchange.

 The Board and the management of KSE are conscious that successful implementation of its
reforms will significantly enhance the potential of the Exchange to attract greater number
I of domestic and forcign investors. The Exchange will continue to strive (o bring all its

processes and procedures at par with the [eading stock exchanges of the worid. The KSE is
‘committed to play its role to the fullest in the development of the capital market of Pakistan.

| ACKNOWLEDGEMENT

| On behalf of the Board of Directors, we extend ou gratitude to the Securities & Exchange.
| Commision of Pakistan or their continuous auidance and support. We are thankl to sl
| the KSE Committee members for participating in the proceedings and making valuable
| suggestions to the Board, Our apprecition s aiso cue (0 s, the members of the Exchange
 fortheir trust reposed i the Boarc Fnaly we wish o cspecially acknowiadse the staf of
| the Exchanse for their commitment, harc work and 1ol

{ On behlf o the Boord of Directors.
} Zaffar A. Khan M. A. Lodhi
Chairman Manssins Director
Karaen

| Dated: September 23, 2006

14

Stock Exchange (Guarantee) Ltd

2 o 0000000 0 ol





[image: image17.jpg]i Haji Usman

Defuters' Commitee

Munir M. Ladha

for Demutualization o

. . The Karachi Stock Exchange (Guarantee) Ltd. 15




[image: image18.jpg]{ MANAGEMENT )





[image: image19.jpg]Aview of the 55th Amnual General Neeting held on October 28, 2006,
Siting at the Head Table from left are:
M. Avif Habib. Former Chairman-KSE, M. Hohammad Siddique Dalal,
M. Muhammad Yacoob HemonDepaty Managing Director KSE,
M. Mohammad Yasin Lakhant, then Chairman-KSE,
M. Shehzad Chamdia, then Dircctor KSE and M. Abid All Habib Director-KSE

Joint Board Meets

. Muhammad Yasin Lakhani, Former Chairman KSE is seen
‘addressing the Joint Board Mecting of the Karachi Stock
Exchange held on March 13, 2006

s s e




[image: image20.jpg]‘Trie Chalrman Securities & Exchange Commission of Padstan Mr. Razi-ur-Rahman Khan slong
with other SECP Officals had meeting on January 28, 2006, with the Directors of the Board,
Hembers of the Demutualization Committee & the Hanaging Director of the Karachi Stock
Exchange to discuss the fssues and to carry forward the process of demutualization.

e, Razi-ur-Rahman Knan Chairman,
addressing the members of the Exchan

urities & Exchange Commission of Pakistan, is seen
on his visit to the Exchange on June 06, 2006,
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M Razi-ur-Rahman Khan, Chafrman-Securities & Exchange Commission of Pakistan, vsited the.
Exchange on August 19, 2006 to meet the KSE Board, During the visit, dscussion took place on
maters of mutual interest and development of capital market.

Visit of IMF Dele

M. Henri R. Lorle, Senior Resident Representative, Pakistan Resident Mission, Interna:
tional Nonetary Fund (IMF) visited the Karachi Stock Exchange on February 15, 2006 and
had a meeting with the senior management o the Exchange and discussed the matters of
mutual interest. The picture shows (L to R)Mr. Muhammad Yacoob Memon, Deputy Manag-
ing Director-KSE, . M.A. Lodh, Managins Director-KSE, M. Henri . Lorie and an offcial
of INF.
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Aview of the Extra Ordinary General Meeting held on Apri 06, 2006, to adopt a Special Resolution
for amendment in the Articles of Association of the Exchange allowing election of the Chairman
of the Board from amongst the non. member directors,

Aview of the Extra Ordinary General Meeting held on August 24, 2006, to consider and approve

an investment n the equity o the National Commodity Exchange Ltd.. and subsequent disinvestment
of a part thereof.
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A group photograph taken on the occasion of visit of World Bank Mission on Banking Sector
Technical Assistance Project (TABS) on May 09, 2006 with Mr. Zaffar A. Khan, Chairman-KSE,
and Mr. M. A. Lodhi, Managing Director-KSE.

Presentation on KSE - 30-Index & UIN

The Exchange organized a presentation on July 19, 2006, in order to apprise the mechanism
and implementation of the KSE-30 Index & Unique Identification Number (UIN). A large number
of participants attended the said presentation, which was followed by Q & A session.

——
The Karachi Stock Exchange (Guarantee) Ltd. 21





[image: image24.jpg]‘Adelegation from Canada Pakistan Business Council (CPBC) headed by their resident i, Anviar-
Herchant along with cther offiials visited the Exchange on September 18, 2006 and had a.
mecting with A M. A. Lodhi, Managing Director-KSE and other senor management of the.
Exchange.

onsul General of ny

M. A, Lodni, Managing Director-KSE, flanked by M. Muhammmad Yacoob Memon,
. Managing Director-KSE ispresenting the memento to M. Hans-Joachim Kiderlen,
Consul General of the Federal Republic of Germany, Karachi on his Vst to. the
Karachi Stock Exchange on September 25, 2006

22 The Karachi Stock Excha
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Aview of the Hotorcycle balloting organized by the Management of the KSE forits Employees.
on Harch 29, 2006 Mr. M. A. Lodhi, Managing DirectorKSE i seen addressing the employces on
the occasion.

Afunction was organized for Halj Balloting for management and nonmanagement employees
of the Exchange on August 08, 2006. M. . A. Lodhi, Managing Director was the Chief Guest,
The names of 5 staff members for Haj) were drawn by ballot including a cash gift for the staff
member representing minorities
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[image: image36.jpg]We have audited the annexed balance sheet of THE KARACHI STOCK EXCHANGE (GUARANTEE)
LIMITED as at June 30, 2006 and the related income and expenditure account and cash flow state:
ment together with the notes forming part thereaf for the year then ended and we state that we.
have obtained allthe nformation and explanations which, to the best of our knowledge and bellef,
‘were necessary for the purposes of our audit.

1L the responsibility of the company's management o establish and maintain a system of internal

control, and prepare and present the above said statements in conformity with the spproved

‘accounting standards and the requirements of the Companies Ordinance, 1984. Our responsibility

150 express an opinion on these statements based on our audit,

‘e conducted our audit in accordance with the auditing standards as applicable in Pakistan, These

standards require that we plan and perform the audit 1o obtain reasonable assurance about

‘whether the above saidstatements are free of any material misstatement. An audit ncludes examining,

on a test basis, evidence supporting the amounts and disclosures in the above said statements. AR

auditalso includes assessing the accounting polcies and signifcant estimates made by management,

s well a5, evaluating the overall presentation of the above said statements. We believe that our

‘audit provides a reasonable basis for our opinion and, after due verification, we report that:

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

®  in our opinion

() the balance sheet and income and expenditure account together with the notes thereon
have been drawn up in conformity with the Companies Ordinance, 1984, and are in agree.
ment with the books of account and are further in accordance with accounting policies
consistently applied except for the change in accounting policy a stated In note 2.3 to
the accompanying financial statements with which we concur

(i) the expenditure incurred during the year was for the purpase of the company's business; and

(i) the business conducted, investments made and the expenditure incurred during the year
‘were in accordance with the objects of the company;

(©) i our opinion and to the best of our information and according to the explanations given
t0 us, the balance sheet, income and expenditure account and cash flow statement
together with the notes forming part thereof conform with approved accounting standards
as applicable in Pakistan, and, give the information required by the Companies Ordinance,
1984, in the manner 5o required and fespactively give a true and fai view of the state of
the Company's affais as at June 30, 2006 and of the surplus and its cash flows for the
year then ended; and

(@ in our opinion, no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980
(KVIll OF 1980).

Without. qualifying our opinion, we draw attention to the contents of note 26 t0 the accompanying
financialstatements inrespect o Contingencies. The ultimate outcome of the matters stated therein
cannot presently be determined and, hence, pending the resolution thereaf, 10 provsio for any liabi
thatmay result has been made i the financil statements,

FORD RHODES SIDAT HYDER & CO.
Chartered Accountants

Karachi -
September 23, 2006

=
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‘THE KARACHI STOCK EXCHANGE (GUARANTEE) LIMITED.
'BALANCE SHEET AS AT JUNE 30, 2006
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[image: image38.jpg]THE KARACHI STOCK EXCHANGE (GUARANTEE) LIMITED.

INCOME AND EXPENDITURE ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2006
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‘CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2006

dune3o, sune30,
2006 2005
(Rupees in 0001
(CASH FLOWS FROM OPERATING ACTIVITIES L
Income befoe axaton sssr2 700
Adjusimants fornon-cash charges and ther tems
‘epreciaon
o asts ssass| w07
nvesimontproory ot 0
Amtsaton o angi assets s34 5355
Prosion or gy s 503
Proion sganet etangtio secst : 10150
Ouvidond o g e st )| z
R on evesimant s b ceposts (iozss) | (110240
Proion ot ecenste consres o 2165 g
S ofprofof sssocaes assion)|  rs2a)
Garton s o ed ass0s eon |
TReE @0
Operaing income beter werking captal changes Sewar
MOVEMENT I WORKING CAPITAL
ncresse in curentsssets
s tocenate )
Lot and svaress. o
Doposts. prapaymentand oier reconabies 10053
(11200
Incressa in curont iabitos
‘Depoats, accoed 1 other lbines st
(Cash gonerated from operatons T
T
a8
s
Detressaincrease o0 erm deposts <218
e ecaneton e ciment snd sk deposts e
Tz
[T —— —EEe
(CASH FLOWS FROM INVESTING ACTIVITIES
Captal xpencire TooaE) e
Copaat ok iproress ‘1000t Tox
Proceads o ese ot ted aste 1000 2512
Oivand rocod 1599 5023
Incroasanong o depost () 1)
Icressonlong o s wom| a7
Nt csah outlon rom vastng scies Goaw o
[—t e Ea

The Karachi Stock Exchange (Guarantee) Ltd.

37




[image: image40.jpg]EMENTS

June3o,  Juneso,
2006 2005
Noto  (Rupessin 000

Batanco b1 ez 1z

(CASH FLOWS FROM FINANCING ACTIVITIES
G House Prsecon Fund EE (e
Invostors Potecion Fund el ol
InroasaDacionss h D F. Dastoo Schlashp Fee £l o)
et s o ot stz am e
Netincreass incaeh and cash oauisents e e
Cash and cash oquiants o bgerin of o yeor sames zmessi
(CASH AND CASH EQUVALENTS ATTHE ENDOF THEVEAR 20 3868012 3277018

The e nols 11037 fom an eyl part o tese ancial statemarts,

fem)

38

o

‘The Karachi Stock Exchange (Guarantee) Lid.




[image: image41.jpg]FINANCIAL STATEMENTS

‘THE KARACHI STOCK EXCHANGE (GUARANTEE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS.
FOR THE YEAR ENDED JUNE 30, 2006

1. THE COMPANY AND TS OPERATIONS.

T Karachi Stock Exchango (Guararioe) Linitad (1o corpany) was incorporated undor the Companis.
Act 1913 (now Comparies Ordinance, 1564) o March 10, 1949 a5 & company Linad by Guarantoe,

‘T company s engaged in conducting, requating and controling i rado o business of bying,seling
and dealngs in share, scps, paricipason o corcates, modaraba cerfcales, sicks, bonds,
‘Gebentures stock. govermant papers, loan, and any oer instruments and securies of ik naluro
inchuing, ot not im0, pecial natona fnd bonds. bearer natonal und bands, foregn exchange
boaro corfcates and documanis of siar naturo, 55u6d by the Governmat of Pakistan o any ohor
‘ag0ncy auhodised by the Govertment of Pakstan,

Tho registared offce of he company is situated at Stock Exchange Bukding, Stock Exchange Road,
Karach.

2. SUMIMARY OF SIGNIFICANT ACCOUNTING POLICIES

21 Basis of proparation

These fnancial satements have been prepared n accordancs it aproved accounting tancards
s appicabde i Pakistan and e requirements of Companies Ordnance, 1984, Approued
‘sccauning standards compiso of such inferational Accouniing Standards a5 notied undor e
provisions of the Companies Ordnance, 1984. Whareve, th requraments of the Companos
‘Ortinance, 1984 o Gectvs isud by o Securties and Exchange Commission of Pakistan ifer
Wihthe aquitoments of these standards, 1 requremans of Companies Ordnance, 1984 o 1ho
fequiroments ofho s3d drectves tak precodence.

22 Accounting convention
‘Thesa fnancial statements have boen praparad under the historcalcost convention,
23 Change in accounting polcy

The company nas adopted 1AS 28 (reisod), “Ivestments in Associaos”, il efect from he
beganing of he curtent fancial year. Uner rovsed IAS 2, 1ho company i foquired o account
foc s nvestments in assocates undar the equiy methad. Previusl, inestments in associales
woro accountod for using tha ost mothod,

The above changa in accouning potcy has boen appbed otospectvel. as spociied in AS - 8,
“Accounting Polces, Changes i Accouning Estmates and ENOrs", wheh fequies that the ontty
‘shall adjust the opening balance o each aflected component o oquty fo ho carest prior period
preseniad and the oihor comparatvo amounts Gscosed fo each prr pariod presénted 45 f the
ow accounting poicy had amays beon appled.

“Tho ffcts of i above chang i accounting polcy ao summarised as folows:
 Incroaso nincomo befoo axaton by . 123,165 2005: . 136.804) mion.
feion of she of associates’ suphs on rovaluaion of avalabe for salo socurtes amounting
1o/7s 26 856 (2005:13.521) mikon
- increase n reserves by R 367,763 (2005:Fls 235931) milfon
- increaso in carying amourt of invesiment i assocaies by Rs 384627 (o 30, 2005:
Rs 240.852) mion.

‘The Karachi Stock Exchange (Guarantec) Ltd.
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24 Crtcalaccounting ostimates and judgoments
‘and key sources of estmation uncertanty

The proparation offinancal satements in conormiy ih the above fequirements raques the use
of coriain crical accounting estimales. It also toquios managemen! 10 exorciss s udgement in
he prosess of applying he company' pocies. Tho matersinoliog aHghar degreo o ugemant
o comploxty. or areas where assumplions and ostimatos are sgnVicant fo tho fiancial
‘stotemns, are discosed nrespoctive 1los o the Inancial statenents.

25 Standards, interpretations and amendments to published
‘approved accounting standards that re not yet effective

Folowing amendments to exiting standards have boen publshad which aro mandalry fo 1o
‘company's accounting periods begining on o aer January 01, 2008 o aer prds:

(0 AS 1 Prosontaton o Fnancial Satements eftectve from January 01,2007
@ 1AS 19 (Amendment) - Empioyees Benetis eftecive from January 01, 2006
() 14530 Financal Instumorss: Recognien and

Moasuromont - Fae Valuo Opton eftectve from January 1,2006
Adogtion o the abovs amendments may orly impact the extent of dclosures presented i the
Fnancil sttements.

n addilon 1o the above. a new series of standads caled “Ioratoral Financial Reportng
Standarde” (FRS) havo boen ivoduced and saven [FRSs havo boun issued by 1ASB. Out of
hese, he folowing four IFRS have boen adopted by te Insiute of Chartered Accounants of

akisian (CAP). havweuer, 5ince hese have not baen adopted by he SEC, the samo do ol form
part of tha approved oca nanci toporting iamenork

IFRS -2 (Sharo based Payments);
IFRS -3 (Businass Combiatans),

IFRS 5 (Noncurtet Assots hidfo Sal and Discontnued Operator): 3nd
IFRS 6 (Exploraton forand Evalvaion of Minera Rosaurces).

26 Oporatng fxed assats

Theso are stated at cost less accumulated deprociaion and impairmen, i any. Doprociaton s
chargd 1o ncome applying 1ho dminishing balance method over s estmated useful e ater
Taking o accountreicual vaie. The cos of lasanol and s amartised o t leasa form.

The assots’ rosdual valuss,uselul ves and methods ro reviewsd, and acustod I appropiate, ol
ach fnancalyoar on.

I respect of addtons and dsposals of assets, doprociaton & chged Irom the month in which
assot is avadablo 0 uso and continue deprocatng i il & Gerecognized ie. up o the month
preceding he disposal, ovan f cing tha period the asset s o

Uselu Ivo aro detarmined by the management based on expected usago of assel, OXpacted
physical woar and toar, tochnical and commorcal obsolasconce, ogal and simiar s on the use
f assots an the s tactors.

Maintsnance and repalrs are charged 1o income as and when ncurred. Major ronewals and
improvemenis aro captalised and tho assels 50 fopaced, i any, are oied. Gains and losses on
@sposal of asses,  any, are incuded n income.

a0 @ ‘The Karachi Stock Exchange (Guarantee) Ld.
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n fom of property and oquipment is derecognisad pon isposal o When 1o fuuro economic
bonafts aro oxpected rom 1 uso or disposal Any gain ot 1oss arking on dorecognton of the
st calculaed 53 he diference botween the ot Gsposal pracoeds and 1 carying smount
of o asser) s ncud i the incoma statemant i e yaar 1 asset s derecagnisd.

(Capital workin-progross

(Capial workiprogress is stalod at cost, It consists of expondiure incurod and advancos mado i
respect oftange and inangtie asset in the ourse of thir consiuclion and nstaiaton,

Intangibie assets:
Theso arestated a costless accumuiated amorisation

Amortsation s charged to income using the minishing baanc method af the rate discosed in
e 5 0 he fnancial tatemens.

Amortsation on addtons s charged fo the ul month In which an assel is pu fo use and on
oo p 0 he monih mmedately procedng o deltin

Gainsorlosses on dsposal ofintangible assets, i any, e ncuded i ncome curtnty.
Investment property

Investmant property, raprasentiog e poion of buldings et out on rent s stad at cost,
etermined on the basis of area (square fee) rorted o, less accumuated deprecaton and
impaimen, fany.

‘Doprociaton i crarged 10 income apphing he reducig balance method at e ates speciied in
oo 6 10 the inancial statements Depreciaton on addilons i charged fo e full morih n which
anassetis put 10 se and on delesons up 1o e month inmediael precedng e doeton.
Malotanance and nomal repars 7o charged o the ncome and expanditure account s and whan
ncurtad. Major renewals and improvements ar capiasod and he assets 5o ropaced, i any, are
rewred.

‘Gainsorlosses on dsposal ofinvestment propery. f any,are inckuded nincome currenty.
Investmonts.

Managemen determines the appropriate classficaion f s investment a the ime of puichase.
Invesiment securtes which are tended o be hid fo an undafned paried of i but may be s0d
i esgonse t he nead for Iquidty are classfed as avaiabi o sale.

nvestmonts aro il measured at falf vai plus Wansacton costs Grecty aibutable fo
acquisiion, except for invosimans at fai vakue hrough incomo and sxpondire account.
‘Subsequent o it rcogniton, nvesimants cassfied 4 heid 1o matunly aro cried 1 amrtsed
ost (duy acustod fo amorizatonoftscoun of premm).

Gain o los aising an disposal during the yoas i akon 1 rott and 0ss account.

Investment in associates

e campany' invesiment n ts assoclies is acoounied for under the equity method of

‘accouning. An associat s an entty in Which tha company has sigifcant nuance and whih fs
neihera subsidary nor  jont ventre,

‘The Karachi Stock Exchange (Guarantee) Lid.
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Under the oquity method, the investment in tho associate is caried in he balanco sheet ai cost
Pl post- acquistion changos in the company's share o nat assets of he associate. Goodwll
felaing to an associle is incuded i tho cartying amount of he nvesiment and is not amortsed.
At apphcaton of e equty maihod. he company determines whelher i is necessary o
ecogeise any addional impaimont loss wilh r0specl fo the company's nt investment i the
‘associte. The income statement raflects ha share of the resuls of oparaions oftha assocte
Wihere there has been a chango fecognisad dcty in the equiy of the associao, the company.
tecogeises s share of any changes and ciscioses. s, when dgpicable, in the staement of
changes inequiy.

Financial staemonts o the assocites for tho year @%ded June 30, 2006 hav boen used in
‘agplying tho oquiy method. Associaes’ accountng poises confor 1 1hosa used by the company.
oo ransactions and evonts i simiar Gicumstances.

Investment ina oint venture.
Investment i a jot veatur s camied i cost.

211 Accounts and other receivasies.

Tesa are rcogrisad and canied atoignal invoice amount ess an alowance for any uncollectle
amouris. An estmate for Goubiul dobs 1s mado when cotocton of the 1l amount is 1o konger
probable. Bad dabts are witenoff when enilied

212 Loans, advances and deposits
Tresa aro siatodat cost.

213 Cash and cash equivatents
(Cashin and and at anks and shortarm invesimns, i any,are caried 1 cos. For the purposo.
of cash flow tatement, cash and cash equialets consis of cash in hand and at bark and shot
tom invosiments tht ao tighly Iquid in naturo and aro eadly convebie inlo known amounts of
ash, which e subjectto insigaficant1sks of changes i value.

214 Provisions
Provisons aro rocognised whon the company has a present obigason (logal or CONSUCG) a5 8
resul o past event, s probabie hatan outow ofresoutces embodying economi s wil bo
requied 0 st th cbigation and a el able stmate can be Tace f the amount of the bigaton

215 Revenue recognition
Income resutingfom rading,ksing and other imiar actves s accountod for o an accrual bass.

Investments purchased at premium or iscount, are amarized through the incomo and expendiure.
account using the effecie interest rate metho

Income fom invesiments and bank aceourts i fecognised cn an accrual basis.

Onidand income i recognised when the campany's ght o receve payment is establshed.

—
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216 Taxation
Current

Provision or curent tation is based o taxable ncome a curent raes of taxaton ate 18kng
into account i tax creats and ax téates avaiabie, f any. Tho ta charge as calcuated above '
ompared wih tmover tax under Sectan 113 of 16 Incomo Tax Ordnance, 2001, and whichever
s Wghar s provided it inancia staements.

Deterred

Detered tax is recognized, using th ity method, on all major temporary diferences at he
balance shaet date betwaen he tax base of assets and labilies and their carying amouns for
fnancil rporiing purposes.

Dotored income tax assets and b e measured a ha ax rates tht ao expected 10 9pply
10 th poiod when the assot s ealized o to labify is setled, based on tax rates (an 1ax laws)
hat havo boen enacad or substanively enacted af the balace sheetdate.

The carying amount of deferd ncome tax assets is eviewsd at each balance heet date and
roGucad 1 tho oxtnt tha 5 1o onger probable ha suffcian taxabl prot wil ba avadablo o
allow ol r part o the defeed ncome tax asset o be utized

217 Stat reivement beneits

The company operatos a funded ratuy scheme (defned beneft plan) for al s permanent
‘omploybas who aftan the minmum qualfcaton perd for entlamant 0 gratiy. Provsion s made
‘annualy. 1 ovr oblgations undor tha schame, by way of & charge to proft and foss accourl.
‘Calcusato n accordance wih tho actaral vauaton. The mosi recon vakialon in hs gard was
‘Caried out 2 at Juno 30, 2006, usivg the Projecied Unt Credt Mietnod or valation o the scheme.

218 Actuarial gains and losses.

Actuatal gains and losses are recognized as income of expense when the cumulaiie
nvecognized actarial gans o losses foreach Ingvidua plan axcoeds 10% of he highar of (a) the
et banef cbigation and (o) the fa vale of pan assets. These gains o osses are
recognizad over the expacted average remaining working Ives of the emplojees pATCPIng I the
plan.

219 Compensated absences.

The company accounts fo ihese bensfs i ino parid in which (o absancos are eamed. Accrual
s mado for omployees compensatod absences on the basi of accumulated eaves and tho last
raum pay

220 Impairment

The carying amounts of assets ae reviewed al sach balance shest da fo detormine whaihor
thers & any incicaton of impsirment o any asset o & roup of assets. 1 any such ndication exss.
the rocoverablo amount o Tal assot is ostmated and impairment kosses aro recognisod in the
pro and loss account.

" @3 “The Karachi Stock Exchange (Guarantee) Ltd.
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221 Related porty ransactions

Transactons betwsen the company and s related paris  assosated undartaings ar caried out
on an arm's lengih basi. These prices ao detarmined i accordance wih the mathods prescrbed
inthe Comparies Ordnance. 196+,

222 Forelgn currency transiation

Tho financial statements aro prosented in Pak Rupoo, which s the company's funciionsl and
prosentaton curency. Foregn cuiency tarsactions duting iho yoar o recorded a ho exchango.
Tates approximatig those uing on the dste o o transaction. Monetry assets and Kabites
foreign curtences aro ransiatod af the rato of exchango which approXJTala thoso pravaiing on
ho balanco shoot date. Gains and losses. on vansiaon o taken 1o icoma curenty. Moo
monetary foms hat are maasured in ferms of Wistorca cost n a foreign curtoncy o vansiated
using tho exchange rtes a5 a the dates f the nal ransactions. Non-montary ems maasured
atfair valu ina foroign curency are ransiated Using the Gxchange fates a he date when the
i value was detrmined.

223 Financial instruments

Al o financial assets and financal labises a0 focognised at the imo whon (ha company
becomes o par o tho conlractual provisons of he insrumont. Al the fnancial assets a0
dorecognised al he mo whan the company loses control of the contractual rghts hat comprso
ha financial assts. A fnanca labies o darecognised at the ime when thy aro extnguished
hat i, whon the cblation spocifed n the contract s dischargod, canceded, o oxpies. Any gains
ot losses on derecogniion of the inancal assets and francial abifies e taken 1o ncome and
expendiure account curently.

Al roquiar way putchases of iancial asses are racogrised on a seffement date . he date the
company recavos tho fisancial assot. Al reguar way sales of fnancal assets ar acognized on
he Setlemen date . the dat th asset i dokverod f the courtor pary. Roguar way putchases
or ales o francal assots tha roquie doivery f assets within he tme genaraly astablhed by
egulation or convention ho markot placo.

223 Offseting offinancial assets and financal labilties
Afinancl asset anda inancialabiy s ofse and the not amount i repeted in 1 balance shest

i the company 1 a legally onforceable right o satof the recognised amaunts and ntends Giher
10 sl on a nt bassor o ralise the assetand sate the kabilty smutansousy.
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13. DEPOSITS, PREPAYMENTS AND OTHER RECEIVABLES
Deposis
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9.1 This incudos 10%  tho 5 amouet, amountin o 32599 (2005 Re32.999) millon, o b o
company 1o Pbisan Rways g e ysa endod Jund 30, 1933 8 eamest monay agatthe
BUIChaS oflnd. Howevr, 45 o5l ofcarias g cco0dngs, nAed By one of the s,
Pakistan Ratuays canceted he sl of r3bwy 1and 1o ha compary an requesed e company 1o

1 comgary 4 maetng hald dutng
ho yoar ended e 30, 2001 opted o a5y foe 1. 6 of 1 depoce g wih o for e
poriod o uich h amount omaned Wi Pokisan Rakuays.

Houmuer,durg e year andad Juna 30, 202, based upon helogl advcn obsned, ho company
flod @ counir 5t agua Pakistan Raiways for e specic eromance o he agvament which
decidd nfvour o e Compary. ay 16 o oy 1 pUchaze 5 and nd pay the balance
o hapurchase consderaton, amouning 10 R 266 95 (2005 R 296,999 i,

13:2 This consist of amaunt du o e mermers n acount o e i tachty, rimbursamentof
alcinoty charges ncured by e Company nd TanGACLon 1o f . Secues and Exchange
Commsiin of Pk 50 s o vl of e rade

123 Icudos nerein i 3 sum of 5543 miion (2005 M) represening st accved on short tem
nvesiment, camakad by 1o company 898 10 CARAING Saance i e CHARG Houss
Proecion Fund

3.8 Thi reprosents amaunt due by 1 compary 6o o year snded June 30, 2000 o an ax momber
pon the cancelaton of s memiberip 3 decrason 4 3 Geouer. A5 & el v, corian
Shares of the exmamber wero akan ovr b the company in oGe Yo SaUNY 1P 1 ExmaTbNCs
oo 1 10 ek parig he o o 3 5k DrOUGN 8GR 1 CompAY by h i i
Horaurable Hgh Cout o Sach [l note 25 (), () and (), The marke vl of hse shres
G3tegul o B 24 72 (2005, R 15,727 k.

14, SHORT TERM INVESTWENTS.
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Rate of retum on Tem Depost Carfcates (ssued by varous banks rango from 8.5% to
10.75% per annum duo on maturiy. These wil matur latest by Augus! 24, 2006.

142 Included horein are unds earmarked by the company agains the outstanding baiance i the
Clearing House Proecton Fund, amouriing o Rs. 300,000 milion (2005 Ni) (ncla 16).

Juneso,  June3o,

2006 2005
Note. (Rupeos in000)
15. CASH AND BANK BALANCES
Inhand 2 ®
With banks on
‘Gurrent accounts 151 saes 3s2
PLS savings accounts n
foregn currency 02 273
Localcurrancy 1511528153 2015218 2707445
—Eaty S

L L

16:1 Included In ‘Curent accouns’ and PLS Savings accounts' are Rs1.650 (2005: R5.0037)
milon and Re2.386.821 (2005 Rs2.112679) mion, respectiel, aguregating o
Rs2.388.471 (2005: R52112.710) milon, represontng doposits fom members against
‘oxposires and losses (note 25.1). These deposics ar uilsed by the company inthe event of
‘Galaust of mombars {0 acover 103545 thorelrom, a5 provdsd for 1 1he Fegulaions Govorning
Members Exposure

152 Inciuded herein are funds earmarked by the company against the outstanding baiance in the.
Cearing House Protecton Fund, amounting o Rs. 24.991 (2005: Rs3%0.023) miin,
(2ot 16) and Dara . Dastoor Scholaship Fund. amouning fo R.1.645 (2005 Rs.1.348)
miion (note 18).

153 Included herei aro balances, aggrogating o Rs.32.042 (2005 Rs 21,860) millon, deposied
41t ho company by members and an ex.member wih respect 1o corain arbiralon cases
ponding sotiaman.

16. CLEARING HOUSE PROTECTION FUND 32908 30303
s ropresents balance of contibutons from the membors that wero crodted drocty 1o tho
Clearing House Protecton Fund (CHP) unti June 30, 2003, nclusive of iierest on earmarked
funds for the yoar, amouning 1o 520,661 (2005: R.8.881) millon, net o taxes, amouriin fo
RS.140.444 (2005: . 140.444) milon, levied b the ncome tax authories ovr fund balances. Tho.
‘Company has fled appeals agalnst the levy o taxes ith the Honourable High Court of Sindh up fo
‘assossment year 2002.2003 and wih the Income Tax Appallata Trbunal (ITAT) n respec of i tax
year 2003, which are pending therewih,

17. INVESTORS PROTECTION FUND. 2606 16252

T represents balance of contibutons rom the membors that wero crodtod deoctly 1o the
Investors Protection Fund (IPF) unil Jun 30, 2003, netof (ax0s of Rs.83.345 (2005; Rs. 83.345)
milion levied by ho ncomo iax authoiies over fnd balances. The company has éed appoals
‘against 1o lovy of s wih the Honourabls High Courtof Sinch up 1o assessmont year 2002.2003
and win e Incoma Tax Appalialo Trbunal (TAT) i fospect of he tax year 2003, which are
pending therowh
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18. DARA F. DASTOOR SCHOLARSHIP FUND

‘Opening balanco

‘Conlriuion during the year

Profi on bak deposits duing i curtent year 181

Scholarships awarded during the year

June3o,  Junedo,
2006 2005
(Rupeos in ‘000)

1348 1408

200
112 70
7660 THie
gy e
6. T34

181 This represents proft on bank deposis of Rs.1.40 millon (2005:3.1.40) milion © B00%
(2005: 5.00%) por annum allocated by the Bard o Diectors ofthe company for the purposes
of utizng the same fo the scholarshp of the chidren o employess.

19. RESERVES.

Capital reserve.
Gapial receipts

Revenue reserves.
Goneral eserve
Buiding resarve
Computerisation and Moderisation reserve
Unappropeiated income carrid forward

Share o Associates' reserves. 191

191 Sharo of Associates' reserves

Contral Depository Company of Pakistan Limited
Actuaial (los)/ gain i ospact of the dofned
beneft pan
Other raserves

20 SHARE OF ASSOCIATES' SURPLUS ON REVALUATION
‘OF AVAILABLE FOR SALE SECURITIES.

‘Gentral Depository Company of Pakistan Limited
‘Surpus arising on revakuaton of avaiabie
for salo securtes

National Clearing Company Linited
‘Supus arising on rovauatin of avalable
for sae sacurios.

1an.385.
2781 20l
15000 15000
43250 43250
azzemse)| 26
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[image: image57.jpg]25.1 1 addition to e amount daposited by members against ther exposures and 0sses, the members
ave plodod teir shares, amouning {0 R. 16,070,889 (200S: . 13,191.086) millon, n e GOC
account o the company.

252 This represents amount depositod wihthe company by members wih respect o cortain arbiaton
cases pendng settement (rote 15.3)

25:3 This ropresents amount hold by the company on benalf of an ex-membar against a ull and final
Settoment botwoan the exmember and  bank. The abovo amount woukd be transierrad to the
‘said bank afor 4l pording cases lod against the ox.member have boen windraun by the bank
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26, CONTINGENCIES AND COMMITHENT
ontingencios.
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The income tax assessments of the company have been fnalzed up 1 and including the ax year
2005, Howover, ho company has ied an appeal n respect of ax year 2003 before ha TAT against
ho decison of 1ho GITIA) n rospect of he acdtion made by tho Taxaton Oficer of A 36 563 miln
on acoount o tax gain / (oss) on disposal  wil o of fed assets, which s curenty pending
agudcation.

“The managoment o the campary is hopefu ha the outcome of the appsal would be in favour of he
company and, hence, pending e resaluton of this mater, provision amouning o s 13. millon has
ot been made i he financialstalements of e curent year

‘Duing he year onded June 50, 1997, alaw st was fd by & cammrcial bark agains the company
or therecovery of R 500.00 (2005: s 500.00) mlon a5 damags for defamation on tho rounds that
he company piaced the bank on Defauters Countar egaly and malaidol. which caused loss of
teputation the bank. The said aw suit§ curenty panding n he Honorable High Court o Sindn. As
e thelogaladsor, i s unikely ihat the court would award substanial damages i favou o the bark
s the company acted in good faith and pubicitrest. Accordingly. no proviion has been made by
ho company i the nancial satements of the current year forany Habiy hat may arisa 5 a esul of
i aw ol

During theyear endod June 30, 1967, & law it was fed by v investors agains he company and an
exmember fordoclaration, inuncion and  recovery of damagos, Sggrogating 1o Ra.70.00
(2005: 15.70.00) milion togehar with intrest theroon © 22% (2005: 22%) wh quarery rots, o any
ther rae that may bo apt. The investors aloged nat the company had unlaul taken possesson
‘and disposed offsomo sharos belonging o he patonor that were hing wih the above-manitoned cx:
member. The company considers 1o sad a st 158 unenable and ot mainiainable i the cour of
I and has, herelore, ot made provaen n he nancial statements for any Kabity that may arise a8
aresdtof s law st

T company has been named a & defencant i a law st e by an nvestor in the Honourable High
‘Gourt o Sinh againstan oxmember and othrs aleging hat the Sharos deivered 1 him were orged.
e such th investor cimed ha & sum of e 41,524 (2005: R 41.524) muion s dus 1 him on this
‘accoun. The company had disposed of tha momborship end ofices of the ex-member 1o meet his
labiltios to other members. Tho plati r0auostod fhe Court for a restaining order for ho futher
anstor / salo of tho membarship and offces of the excmember which was graniod. Panding a final
Gecision n tis mater, no roviion has besn mado by ho company fo any lably that may anso as &
Tosuit of s law st

An xmember fd a law s during the year sndad Juns 50, 2000 against he compary, Canial
Depostory Gompany (CDC) and the Securtes and Excrange Commission of Pakstan (SECP),in he
Honorable High Gour of Sindh,fo cancating his mambersni and doclarng hm a5 3 defauler. The
Company had aciare him s 3 cafautr i ccordance wih 15 fequatons 4 the said mermber had
ol M payments 1o ot i kit 1 o compny for th ready caring duss and axposure and
fosses, aggrogaiig fo Fs351.352 (2005: Rs351302) mion. A sum of Rs.%02882 (2005:
s 302.882) millon (nclucing recevables amounting o R 8.574 (2005: Rs6574) milon shown undor
othor receivabes] was subsecuonty roaized by tho company fom the salo o tho assas of the ox-
member and the company squared up is osiion by payig R.48.509 (2005: R 48.509) mlion from
he Claning Houss Protscion Fund, whih is s cus from nim. The exmember had sio led &
‘consiuton petion agains the company, aegig certan techical deviaons on part of the company.
rom ihe exsting ies and reguiaions wrich was tatr wihdraun by he delauing member.As per the
logal advisor f the company. e overal posiion o the company scems 1 be Sound and he company
has a farly good dolenco i the sad law sul. Accordingly. o provision has been mado by ha
Company i 1 iancal sttements o any bty tha may s 2 3 fasullof s taw st (vt 34)
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4 In adn o th law s, 2 dciose above, v (2005 o) Law s nprr oars, o
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RU5006612 (2005 808 612) milon. Al 428 44D (2005 R 428,440 mlon, s 4777 (2005
049777 mion, 743026 (2005 R 743,026 il and R 23419 (2005, s 23410) o,
respectvely, for Gocaatan, yuncton tecovey of hares, damages and componsatan T
Company consger h e ecane ot 10 b uniatla ot mactanale i et of
T has, ol ot mad PRI i e anclStements o 4 18IS halmy 1
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{2005 11314) mion 304 () e (2005: o) I St havi 0 il ehac on 0 compary.
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ool mese o

() Contngancy rfstng 1o wosh tax amounts 1 19,164 (2005: R 19.164) mn, 0 scussed i
ot ot Z3. Panng fesoution of s matr, ) powon has heen made n 1 e
atomanis ofth cutot yoa frany S 1 may e on s ccaunt

oo contingoncios,diclosed unde ) (x)above aggregatd o s 8358 180 G005: s 8372
o ot of it o
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Aguregata commimerts for captalexpendiur a1 he & o h year were R 3836 2005 s 21880)

9 miton
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2721 Includd broin s sum of R 150 (2005:Rs.21.00) milln ektingto nerne vading oo
rocae rom i mambers dring e year.

June30,  dune3o,
Now 2006 2065
26, ADMINISTRATIVE EXPENSES R« 0
Salaios and athr bt nciuding Chol Exccutivo's
femuneraton of Re 5 242 (2005 s 5.418) millon] 81 1wz e
Propenty tax 1298 1284
Fus and power 12587 8226
Rupais and mainianance 10231 12081
Veticl runing and maintenance exponsos 5345 5015
Compuor mainienance and okaied sxpenses 20629 28
nsurance 483 7813
Tolaphons,courerand postage 3080 3102
Printng and satonery 5719 o788
Donstons 22 20301 775
At oo 350 250
Logal and professiona charges 5358 5755
Depreciaton
operatiog foed assets 3 53285 s0787
nvostmant propary 5 1 o1
Amotisation o nangdlo assets 5 538 583
Traveling and conveyance g8 380
Enertainment oxpences. 1712 1584
Recopton meetngs and funcions 1221 1778
Adverisoments 1136 2823
Secuiy axponses 163 3890
Subscrptn fee 3029 1255
Provion for recovabl conskired doubul n 2165 -
Macolanoous. g 27
T e— 2

281 Included hrein is 2 sum of s 5.331 (2005: s 5.499) mlon and s 6083 (2005: Rs5.868)
o n tespectof elremant banatls and compansated absences repecivey.

282 Included hrein a sum of 752000 millon (2005: Ni) paid by the company o the Prsident
Enthauake Relol Fund

20, FINANCIAL CHARGES.

Bank charge 136 11

30, OTHER INCONE

Gainon saleoffxed assets an a
Exchange gan 5 s
Dividond onlong tarm ivesiment 7 .
Return on
“Shot erm investmants - et of amorization of
pramium on PiBs 71617 5257
PLS savings accounts m139 86557
Income from investment propery 21887 19671
22ng. s
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34, RELATED PARTY RELATIONSHIPS AND TRANSACTIONS

“The elted paries comprse of assocites, ot vertuo, tafl ratly fund, ectors and key management
personnl The campany i e norml cours of businges s out ansacians wil Varous 04106 pares.
Amouns duo fom and 1 rlated paos,fomuncraton o hif exoctie aro dsdosed n th relovant nrss

“Terms and conditons of ransactions with rlated parties

“Tne ransacions wih the rslsted paries ara made ai nomal market prces. Outstanding balances ara
cisciosed nthe respective oles. There have boen o guaranioes povded of receied for any rwaed party
Taceivives o payables. For he year endsd Juna 50, 2008, he company has not made any provisCn for
ol dobis raing 1o amounts owed by rlted pares (2005: N9, Other matral vansectons wih rolaed
paries are iven below:

~Associated Companies

- Gontal Dapostry Company of Paksian
National Claring Company of Pakistan Linied
NatonalCommodity Exchangs Linied

Joint Venture
- JGR VIS Gredt Ratg Comgany Liited
Commen Directorship

- Dalal Socures (Prvate) Liited
 Natonal insurance Company Linied

01l & Gas Dovelopment Gompany Limied

- KarachiElectic Supply Crporaton Linied
 Habio Bank Limied

 Enyo Ghemical Paistan Liited

- Engro Asah Polymor & Chemicals it

- Engro Foods (Prvate) Linied

 Pakistan nemationl Arioes

 pakistan State Of Company Liitad
 Pakistan Tolecommurication Company Liied
~ Palistan Stea it Company.

 paistan Raay Board

 Unilever akisan Limitod
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35, FNANCIAL NSTRUMENTS AND RELATED DISCLOSURES
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352 Credit sk and concentraion ofcreit risk
(ot sk reresenis the accountng loss ihat would be recognised at the reporting date f ourter
partes fajed completl 1o perorm as contraced. Out f the fofal inancial assts of 4,116,188
(2005: RS3,405.308) millon, tho financial assels which are subjec fo cragt risk smounted to
R.1,192 174 (2005: i 603.762) milon,

“The management believes tha i not exposed o majorconcaniratin ofcraci sk and appropritely
accounis or any doubldobts.

353 Liquiaiy risk
Liuidty sk rflcts the company's nabsity in aising funds (o et commiments. Managament
Glosely manitors the company's ity and cashfow posion. Tho company s exposed 1 quaty sk
Wi respect 10 h funds. The management ha developed 3 funding process i which unding s made
rough alocaton of the clearing house commision.

354 Foreign exchange isk management
Foreign currncy sk arses mainly where receivables and payalies xist dua 10 tiansactions wih
foreign undortakings However, he company s ot exposed to any signicat foeign crtancy sk AS
at June 30, 2006, ho total forelgn curtoncy sk exposure was Fs0302 (2005: 716.0273) millon in
espectofbank balances.

355 Falr value offinancial instruments

Faic value is e amount for which an asset Goud bo exchanged, or a labilly sefied, between
knowlodgeatie wlng paies n an aimslength ransacton,

The carying vaues of a frvancil asets and bitis reflecte n he acouets approsmale thi i
vaoss,
36, DATE OF AUTHORISATION FOR ISSUE
‘Those financial statements have been authorised for issue on __ September 23,2008 by g Board
ofDrecas ofth company.
a7, GeneRaL

Figures ave boan rounded o o the nearost thousand rupass.

Chairman





