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NADEEM NAQVI

(Managing Director)

Mr. Nadeem Nagqvi holds the degrees of
M.B.A. in Finance and B.Sc. with Honours in
Banking and International Finance from The
City University, CASS Business School in
London, United Kingdom. He brings with
him over 31 years of rich work experience in
the global financial services industry,
operating in diverse environments of the
Middle East, North America and Europe
besides that of Pakistan.

Prior to joining Karachi Stock Exchange, Mr.
Nagqvi was the Chief Executive Officer of a
leading asset management company in
Pakistan. Earlier, he has served as Chief
Executive Officer of AKD Securities Limited
which he helped transform from a
proprietary business into a full-scale
investment banking and brokerage firm and
in the process, gained company's recognition
as the best domestic brokerage house for

two consecutive years by the CFA
Associateion of Pakistan Mr. Naqvi also

served as Chairman of the first technology
venture capital fund of Pakistan and oversaw
the completion of several ventures by
successful exits.

Economic & market analysis and research has
been the hallmark of Mr. Naqvi's career. He
has led an independent investment research
firm in USA/Canada, Investology Inc., which
was ranked by 'Business Week' in 2004 as
the third best out of 300 independent
research firms in North America. Before
that, he headed the Merrill Lynch Pakistan
research team. He was also the Head of
Research of the investment advisory
company of Morgan Stanley Asset
Management's Pakistan Investment Fund for
four years. He commenced his career at the
Bank of Credit & Commerce International
S. A, in London in 1982 and served there till
1990.

Mr. Naqvi has been involved in landmark
investment banking transactions, including
the privatization of Kot Addu Power Plant,
National Refinery and United Bank. His
association with the capital markets is also
longstanding where he served in committees
of Karachi Stock Exchange and was a
member of the Capital Markets Committee,
Economic Advisory Council of the President
in the last decade.

After successful completion of 3-year term
as Managing Director of KSE in May 2014,
the Board, with the approval of SECP,
renewed his contract of employment for
another term of same tenure.

Within Karachi Stock Exchange he is a
member of Index Experts Committee,
Investment Committee, Taxation Commit-
tee and the Convener of Voluntary De-listing
Committee.

Other Directorships & Positions:
- Chairman, National Clearing Company of
Pakistan Limited

Director, Institute of Capital Markets
- Vice Chairman, South Asian Federation of
Exchanges (SAFE)
















































































































































































































































MANAGING RISKS, FACILITATING RETURNS @

BALANCE SHEET

AS AT JUNE 30, 2014

ASSETS

NON-CURRENT ASSETS
Property and equipment
Intangibles
Investment property
Investment in associates
Long term investments
Long term deposits
Long term loans
Deferred tax asset

CURRENT ASSETS
Trade debts
Loans and advances
Prepayments
Other receivables
Short term investments
Taxation — net
Cash and bank balances

TOTAL ASSETS

EQUITY AND LIABILITIES
Share capital
General entrance fee fund
Reserves

Total equity

Surplus on revaluation of assets - net

NON-CURRENT LIABILITIES
Deferred liability — agent welfare fund
Dara F. Dastoor scholarship fund
Long term deposits

CURRENT LIABILITIES
Provision for wealth tax

Deposits from members against exposures and losses

Trade and other liabilities

CONTINGENCIES AND COMMITMENTS
TOTAL EQUITY AND LIABILITIES

The annexed notes from | to 42 form an integral part of these financial statements.

sd/-
Chairman

10
I
12
13
14

15
16
17
18
19

20

2|

22

23
24
25

26

2014 2013 2012
----- (Restated)-----

-------------- (Rupees in '000) -==-nmmnmmmmmmmnnnn
3,480,698 3,557,923 3,613,539
85,044 110,204 137,800
680,729 671,145 740,115
1,166,771 1,086,313 1,058,871
1,850,471 24,591 24,591
37,184 37,160 37,160
835 1,333 5,643

62,850 70,790 -
7,364,582 5,559,459 5,617,719
27,127 20,936 17,326
13,699 15,054 13,655
9,665 7,902 11,956
106,721 95,507 48,375
162,286 1,862,449 1,678,291
436,989 532,344 621,574
4,015,160 2,842,524 1,516,009
4,771,647 5,376,716 3,907,186
12,136,229 10,936,175 9,524,905

8,014,766 8,014,766 -
- - 140,295
60,764 42,081 4,526,379
8,075,530 8,056,847 4,666,674
- - 3,288,222
1,319 1,249 1,178
2,000 2,000 2,213
39,003 52,971 41,112
42,322 56,220 44,503
1,684 1,684 1,684
3,573,591 2,398,190 1,096,147
443,102 423,234 427,675
4,018,377 2,823,108 1,525,506
12,136,229 10,936,175 9,524,905

sd/-

Managing Director
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PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED JUNE 30, 2014

2014 2013
Revenue Note = = - (Rupees in '000) --------
Listing fee 27 236,731 199,788
Income from exchange operations 28 244,238 151,491
Management fee 29 105,463 65,856
Mark-up / interest income 30 359,855 278,494
Rental income from investment property 47,619 41,999
993,906 737,628

Operating cost
Administrative expenses 31 (810,012) (732,129)
Financial and other charges 32 (149,139) (76,371)

(959,151) (808,500)
Operating Income/(loss) 34,755 (70,872)
Other income 33 16,511 22,492
Share of profit from associates 10 172,314 117,482
Net profit before taxation 223,580 69,102
Taxation 34 (44,031) 51,521
Net profit after taxation 179,549 120,623

2014 2013
-------- (Rupees) -=-=----
Basic and diluted earnings per share 35 0.22 0.17
The annexed notes from | to 42 form an integral part of these financial statements.
sd/- sd/-

Chairman Managing Director
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STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED JUNE 30, 2014

2014 2013
(Restated)
Note ~ . (Rupees in '000) --------
Net profit for the year 179,549 120,623
Other comprehensive loss
Items not to be reclassified to profit and loss in
subsequent periods:
Actuarial loss on employees' gratuity fund
- Company (11,715) (15,388)
- Associates (4,594) (8,266)
(16,309) (23,654)
Tax effect on Actuarial loss on employees' gratuity fund
- Company 3,983 5,386
- Associates 1,562 2,893
5,545 8,279
(10,764) (15,375)

Items to be reclassified to profit and loss in
subsequent periods:

Share of other comprehensive loss
from associates' in respect of deficit on 10.1 (1,829) (3,297)
revaluation of available-for-sale investments

Total comprehensive income for the year 166,956 101,951

The annexed notes from | to 42 form an integral part of these financial statements.

sd/- sd/-
Chairman Managing Director
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STATEMENT OF CASH FLOW

FOR THE YEAR ENDED JUNE 30, 2014 2014 2013

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before taxation 223,580 69,102
Non-cash adjustments to reconcile income before tax to net cash flows
Depreciation on tangible assets 181,305 178,786
Amortisation of intangible assets 52,348 59,487
Dividend (969) (125)
Provision for gratuity 13,738 14,063
Mark-up / interest income (359,509) (278,494)
Discount on Pakistan Investment Bonds (346) -
Provision for trade debts considered doubtful 4,579 1,045
Bad debts directly written off 2,094 -
Loss on disposal of fixed assets 401 710
Reversal of provision against receivables on recovery - (3,683)
Fair value gain on investment property (9,584) (19,613)
Share of profit of associates (172,314) (117,482)
(288,257) (165,306)
(64,677) (96,204)

Working capital adjustments:
(Increase) / decrease in current assets

Trade debts (12,864) 972)
Loans and advances 1,355 (9,609)
Prepayments (1,763) 4,054
Other receivables (5,172) (42,892)
(18,444) (49,419)
(Decrease) / Increase in current liabilities
Deposits from members against exposures and losses 1,175,401 1,302,043
Trade and other liabilities 18,879 (23,167)
L,111,159 1,133,253
Income tax refund 89,422 97,439
Income tax paid (26,174) (18,117)
Dividend paid (148,273) -
(85,025) 79,322
Gratuity paid (24,464) (14,857)
Decrease in Dara F. Dastoor scholarship fund - (40)
Increase in deferred liability 70 71
Decrease in long term deposits (13,968) 11,859
Mark-up / interest received 377,427 301,384
339,065 298417
Net cash generated from operating activities 1,365,199 1,510,992

CASH FLOWS FROM INVESTING ACTIVITIES

Capital expenditure (1o1,881) (46,140)
Capital work-in-progress (34,051) (14,582)
Proceeds from sale of fixed assets 4,263 1,699
Purchase of right issue (52,727) -

Dividend received 87,964 81,495
Increase in long term deposits (24) -

Investments matured 6,353,612 3,246,125
Investments purchased (6,450,217) (3,457,384)
Decrease in long term loans 498 4310
Net cash utilised in investing activities (192,563) (184,477)
Net increase in cash and cash equivalents 1,172,636 1,326,515
Cash and cash equivalents at the beginning of the year 2,842,524 1,516,009
CASH AND CASH EQUIVALENTS AT THE END OF THEYEAR 4,015,160 2,842,524

The annexed notes from | to 42 form an integral part of these financial statements.

sd/- sd/-
Chairman Managing Director
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STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED JUNE 30, 2014

Balance as at July 01,2012 - as previously reported

Effect of retrospective application of change
in accounting policy referred in note 4.1 - net of tax
Effect of change in accounting policy of associates

Balance as at July 01,2012 - restated

Issuance of shares from:
- available reserves
- surplus on revaluation of assets

Profit for the year
Other comprehensive loss -restated
Total comprehensive income

Balance as at June 30, 2013 - restated
Profit for the year
Other comprehensive loss

Total comprehensive income

Dividend for the year ended
June 30,2013 @ Rs. 0.125 per share

Interim dividend for the period ended
December 31,2013 @ Rs. 0.06 per share

Balance as at June 30,2014

The annexed notes from | to 42 form an integral part of these financial statements.

sd/-
Chairman

Reserves
General Un- appro-  Share of
Share  Entrance General  priated  Associates'

Capital Fee Fund Reserves profit Reserves Total

——————————————————————————— (Rupees in '000) -----------nnmmmmmmmmmmaan

- 140,295 62,781 4,465,617 4,013 4,672,706
; ; . (7,353) ; (7,353)

- - - - 1,321 1,321

- 140,295 62,781 4,458,264 5,334 4,666,674

4726544 | [ (140,295)| [ (62.781)| [4.519.455)] [ (4.013) -
3,288,222 - - - - 3,288,222
8014766  (140,295)  (62.781) (4519455  (4013) 3,288222
- - - 120,623 - 120,623
; - - (10002)| | (8670) || (18.672)

; ; ; 110,621 (8670) 101,951
8,014,766 - - 49,430 (7,349) 8,056,847
- - - 179,549 - 179,549
; ; ; @732)|| @86l || (12,593

: ; : 171817  (4861) 166,956
; ; - (100,184) - (100,184)
; ; ; (48,089) ; (48,089)
8,014,766 - - 72,974 (12,210) 8,075,530

sd/-

Managing Director
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2014

LEGAL STATUS AND NATURE OF OPERATIONS

Karachi Stock Exchange Limited (the Company or KSE) was incorporated under the Companies Act, 1913 on
March 10, 1949 as a Company Limited by Guarantee. However, on August 27,2012 the Company was re-registered
as public company limited by shares under the Stock Exchanges (Corporatisation, Demutialisation and Integration)
Act 2012 (XV of 2012).

The Company is engaged in conducting, regulating and controlling the trade or business of buying, selling and
dealing in shares, scripts, participation term certificates, modaraba certificates, stocks, bonds, debentures stock,
government papers, loans, and any other instruments and securities of like nature including, but not limited to,
special national fund bonds, bearer national fund bonds, foreign exchange bearer certificates and documents of
similar nature, issued by the Government of Pakistan or any other agency authorised by the Government of
Pakistan.

The registered office of the Company is situated at Stock Exchange Building, Stock Exchange Road, Karachi.

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 (IFRS) issued by the
International Accounting Standards Board (IASB) as are notified under the Companies Ordinance, 1984, and provisions
of and directives issued under the Companies Ordinance, 1984. In case requirements differ; the provisions or directives
of the Companies Ordinance, 1984 shall prevail.

BASIS OF MEASUREMENT

3.1

32

These financial statements have been prepared under the historical cost convention except for operating fixed
assets, investment property and certain investments which are valued on a fair value basis as stated in notes
4.2,4.5 and 4.6 below.

These financial statements are presented in Pakistani Rupees which is the Company's functional and presentation
currency.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

4.1

The accounting policies adopted in the preparation of these financial statements are consistent with those of
the previous financial year except as described below:

During the year, the Company has adopted Revised IAS 19 - 'Employee Benefits'. As per revised standard, actuarial
gains and losses for defined benefit plans are recognized in other comprehensive income when they occur.
Amounts recorded in profit and loss account are limited to current and past service costs, gains or losses on
settlements, and net interest income / (expense). All other changes in the net defined benefit asset / (liability)
are recognized in other comprehensive income with no subsequent recycling to profit and loss account .

The adoption of above revised standard has resulted in change in accounting policy of the Company related to
recognition of actuarial gains and losses to recognize total actuarial gains and losses as other comprehensive
income in the period in which they occur. Previously, actuarial gains or losses in excess of 10% of the defined
benefit obligation or plan assets were recognised in profit and loss account over the expected weighted average
working life of the employees. The impact of the said changes on these financial statements is as under:
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Rupees in '000

Net increase in defined benefit liability as at 30 June 2012 11,313
Net increase in deferred tax asset as at 30 June 2012 3,960
Net decrease in unappropriated profit as at 30 June 2012 7,353
Net increase in defined benefit liability as at 30 June 2013 26,700
Net increase in deferred tax asset as at 30 June 2013 9,345
Net decrease in unappropriated profit as at 30 June 2013 17,355
2014 2013

----- (Rupees in '000) -----
Impact on comprehensive income for the year (10,764) (15,375)

4.1.2 New and amended standards and interpretations

The Company has adopted the following amendments to IFRSs which became effective for the current year:

IFRS 7 — Financial Instruments : Disclosures — (Amendments)
- Amendments enhancing disclosures about offsetting of financial assets and financial liabilities
IAS | — Presentation of Financial Statements - Clarification of the requirements for comparative information

IAS 32 — Financial Instruments: Presentation — Tax Effects of Distribution to Holders of Equity Instruments

The adoption of the above amendments did not have any effect on the financial statements.

4.2  Operating fixed assets - tangible

4.2.1 All categories of operating fixed assets are carried at revalued amount, being its fair value at the date of
its revaluation, less any subsequent accumulated depreciation and subsequent accumulated impairment
losses.

42.2 The surplus arising on revaluation of operating fixed assets is credited to the 'surplus on revaluation of
assets' account shown below reserves. A revaluation deficit is recognised in the profit and loss account,
except that the deficit offsets a previous surplus on any fixed asset, in which case, the deficit is charged to
the balance of surplus on revaluation.

4.2.3 The depreciation on assets which are revalued is determined with reference to the value assigned to such
assets on revaluation and depreciation charge for the year is taken to the profit and loss account; and an
amount equal to incremental depreciation for the year (net of deferred taxation) is transferred from surplus
on revaluation of assets to retained earnings through statement of changes in funds and reserves to record
realisation of surplus to the extent of the incremental depreciation charge for the year. Upon disposal, any
balance of revaluation surplus is transferred to retained earnings.

4.24 The depreciation is charged to profit and loss account applying the diminishing balance method over its
estimated useful life of the respective assets, except for “Computers and related accessories” which are
depreciated using straight-line method. The assets’ residual values, useful lives and methods are reviewed,
and adjusted if appropriate, at each financial year end. In respect of additions and disposals of assets,
depreciation is charged from the month in which asset is available to use and continue depreciating it until
it is derecognised i.e. up to the month preceding the disposal, even if during that period the asset is idle.
Useful lives are determined by the management based on expected usage of asset, expected physical wear
and tear, technical and commercial obsolescence, legal and similar limits on the use of assets and other
similar factors.
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4.2.5

4.2.6

4.3

4.4

4.5

4.6

Maintenance and repairs are charged to income as and when incurred. Major renewals and improvements
are capitalised and the assets so replaced, if any, are retired. Gains and losses on disposal of assets, if any,
are included in income currently.

An item of property, plant and equipment is derecognised upon disposal or when no future economic
benefits are expected from its use or disposal. Any gain or loss arising on derecognition of the asset (calculated
as the difference between the net disposal proceeds and the carrying amount of the asset) is included in
the profit and loss account in the year the asset is derecognised.

Capital work-in-progress

Capital work-in-progress is stated at cost. It consists of expenditure incurred and advances made in respect
of tangible and intangible assets in the course of their construction and installation.

Intangible assets

These are stated at cost less accumulated amortisation. Amortisation is charged to income using the straight-
line method at the rate disclosed in note 8 to the financial statements.

Amortisation on additions is charged for the full month in which an asset is put to use and on deletions
up to the month immediately preceding the deletion.

Gains or losses on disposal of intangible assets, if any, are included in income currently.
Investment property

According to the new accounting policy, investment property is stated at fair value, which reflects market
conditions at the reporting date. Gain or loss on remeasurement of investment property at fair value is
recognised in profit and loss account. Fair value is evaluated annually by an independent professional valuer
on the basis of professional assessment of present market value. Previously, investment property of the
Company was carried at cost less accumulated depreciation and accumulated impairment losses.

Investment property is derecognised when either it has been disposed off or when the investment property
is permanently withdrawn from use and no future economic benefit is expected from its disposal. The
difference between the net disposal proceeds and the carrying amount of the asset is recognised as income
in the period of derecognition.

Maintenance and normal repairs are charged to the profit and loss account as and when incurred. Major
renewals and improvements are capitalised and the assets so replaced, if any, are retired. Gains or losses
on disposal of investment property, if any, are included in income currently.

Investments

The management of the Company determines the appropriate classification of its investments at the time
of purchase or increase in holding and classifies / reclassifies its investment as subsidiaries, associates and
joint ventures, at fair value through profit or loss account, held to maturity and available for sale.

All investments are initially recognised at cost, being the fair value of the consideration given including
transaction costs associated with the investment except in the case of investments at fair value through
profit or loss account where transaction costs are charged to profit and loss account when incurred.
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4.7

4.8

Available for sale investments

Investments which are intended to be held for an indefinite period of time but may be sold in response to
the need for liquidity are classified as available for sale. After initial recognition, these are stated at fair values
(except for unquoted investments where active market does not exist) with any resulting gains or losses
being taken to comprehensive income until the investment is disposed or impaired, at which time the
respective surplus or deficit is transferred to profit and loss account.

Unquoted investments where active market does not exist and whose fair value cannot be reliably measured
are stated at cost.

Investments at fair value through profit or loss

Financial assets at fair value through profit or loss includes financial assets held-for-trading and financial
assets designated upon initial recognition as at fair value through profit or loss. These securities are either
acquired for generating a profit from short-term fluctuation in prices or are securities included in a portfolio
in which a pattern of short-term profit taking exists, and related transaction costs are expensed out. These
investments are measured at subsequent reporting dates at fair value and resulting gains and losses are
included in the profit and loss account for the year.

Held to maturity investments

Investments with fixed or determinable payments and fixed maturity where management has both the
positive intent and ability to hold to maturity are classified as held to maturity and are stated at amortised
cost. Provision for impairment in value, if any, is taken to income currently.

Investment in associates

Investments in associates are accounted for using the equity method, whereby the investment is initially
recorded at cost and adjusted thereafter for the post acquisition change in the Company's share of the net
assets of the associate. The profit and loss account reflects the Company's share of the results of the
operations of the associate.VWWhere there has been a change recognised in the other comprehensive income
or surplus on revaluation of assets of the associate, the Company recognises its share in its comprehensive
income or surplus on revaluation of assets, as the case may be.

The Company determines at each reporting date whether there is any objective evidence that the investment
in the associate is impaired. If this is the case the Company calculates the amount of impairment as the
difference between the recoverable amount of the associate and its carrying value and recognises the same
in the profit and loss account.

Trade debts and other receivables

These are recognised and carried at original invoice amount less an allowance for any uncollectible amounts.
An estimate for doubtful debts is made when collection of the full amount is no longer probable. Bad debts
are written-off when identified.

Loans, advances and deposits

These are stated at cost.



MANAGING RISKS, FACILITATING RETURNS

4.9

4.10

4.12

Cash and cash equivalents

Cash in hand and at banks are carried at cost. For the purpose of cash flow statement, cash and cash
equivalents consist of cash in hand and at bank and short term investments that are highly liquid in nature
and are readily convertible into known amounts of cash, which are subject to insignificant risks of changes
in value.

Provisions

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result
of past event, it is probable that an outflow of resources embodying economic benefits will be required to
settle the obligation and a reliable estimate can be made of the amount of the obligation.

Revenue recognition

- Income from initial listing fee is recognised when the securities are initially listed on the ready board.
Income from annual listing fee is recognised on an accrual basis;

- Income in respect of trading by members in shares, contracts and bonds is recognised at the trade date;

- Rental income, facilities and equipment fees, non-operating facilities income and membership fees are
recognised on accrual basis while other fees are recognised when received;

- Investments purchased at premium or discount, are amortized through the profit and loss account using
the effective interest rate method;

- Income from investments and bank accounts is recognised on an accrual basis;
- Dividend income is recognised when the Company’s right to receive dividend is established; and

- Management fee from KSE Clearing House Protection Fund and KSE Investors Protection Fund is
recognised on accrual basis as disclosed in note 29 to the financial statements.

Taxation
Current

Provision for current taxation is based on taxable income at current rates of taxation after taking into
account all tax credits and tax rebates available, if any. The tax charge as calculated above is compared with
turnover tax under Section |13 of the Income Tax Ordinance, 2001, and whichever is higher is provided
for in the financial statements.

Deferred

Deferred tax is recognised, using the balance sheet liability method, on all major temporary differences at
the balance sheet date between the tax base of assets and liabilities and their carrying amounts for financial
reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences except for taxable temporary
differences associated with investments in subsidiaries and associates, where the timing of the reversal of
the temporary differences can be controlled and it is probable that the temporary differences will not
reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences and carry-forward of unused
tax losses, to the extent that it is probable that taxable profit or taxable temporary differences will be
available against which the deductible temporary differences and / or carry-forward of unused tax losses
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4.13

4.14

4.15

4.16

4.17

can be utilised. The carrying amount of deferred income tax assets is reviewed at each balance sheet date
and reduced to the extent that it is no longer probable that sufficient taxable profit or taxable temporary
differences will be available to allow all or part of the deferred income tax asset to be utilised.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the
period when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted at the balance sheet date.

Staff retirement benefits

The Company operates an approved gratuity fund (defined benefit plan) for all its permanent employees
who attain the minimum qualification period for entitlement to gratuity. The Company's costs and contributions
are determined based on actuarial valuation carried out at each year end using Projected Unit Credit
Actuarial Method. All actuarial gains and losses are recognised in 'other comprehensive income' as they
occur and are not reclassified to profit or loss in subsequent periods.

Impairment

The carrying amounts of assets are reviewed at each balance sheet date to determine whether there is any
indication of impairment of any asset or a group of assets. If any such indication exists, the recoverable
amount of that asset is estimated and impairment losses are recognised in the profit and loss account.

Foreign currency translation

Foreign currency transactions during the year are recorded at the exchange rates approximating those ruling
on the date of the transaction. Monetary assets and liabilities in foreign currencies are translated at the
rates of exchange which approximate those prevailing on the balance sheet date. Gains and losses on
translation are taken to income currently. Non-monetary items that are measured in terms of historical
cost in a foreign currency are translated using the exchange rates as at the dates of the initial transactions.
Non-monetary items measured at fair value in a foreign currency are translated using the exchange rates
at the date when the fair value was determined.

Financial instruments

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

All regular way purchases of financial assets are recognised on a transaction date i.e. the date the Company
receives the financial asset. All regular way sales of financial assets are recognized on the settlement date
i.e. the date the asset is delivered to the counter party. Regular way purchases or sales of financial assets
that require delivery of assets within the time generally established by regulation or convention the market
place.

Offsetting of financial assets and financial liabilities
A financial asset and a financial liability is offset and the net amount is reported in the balance sheet if the

Company has a legally enforceable right to set-off the recognised amounts and intends either to settle on
a net basis or to realise the asset and settle the liability simultaneously.
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5. ACCOUNTING ESTIMATES AND JUDGEMENTS
The preparation of financial statements requires management to make judgments, estimates and assumptions that
affect the application of policies and reported amounts of assets and liabilities, income and expenses. The estimates
and associated assumptions are based on historical experience and various other factors that are believed to be
reasonable under the circumstances, the result of which form the basis of making, judgments about carrying values
of assets and liabilities. The estimates and underlying assumptions are reviewed on an ongoing basis.
The estimates and judgments that have a significant effect on the financial statements are in respect of the following:
Notes
- Operating assets 4.2,43,44,7and 8
- Investment property 4.5and 9
- Classification of investments 4.6,10,11 and 19
- Provisions and contingencie 4.10,23 and 26
- Deferred tax 4.12 and 14
- Post employment benefits 4.13 and 25.3
6. STANDARDS, INTERPRETATIONS AND AMENDMENTS TO APPROVED ACCOUNTING
STANDARDS THAT ARE NOT YET EFFECTVE
The following revised standards, interpretations and amendments with respect to approved accounting standards
as applicable in Pakistan would be effective from the dates mentioned below against the respective standard,
interpretation or amendment:
Effective date
(accounting periods
6.1 Standard, interpretation or amendment beginning on or after)
IAS 32 — Offsetting Financial Assets and Financial liabilities — (Amendment) January 01,2014
IAS 39 — Novation of Derivatives and Continuation of Hedge Accounting
— (Amendment) January 01,2014
IFRS 10 — Consolidated Financial Statements January 01,2015
IFRS Il — Joint Arrangements January 01,2015
IFRS 12 — Disclosure of Interests in Other Entities January 01,2015
IFRS I3 — Fair Value Measurement January 01,2015
6.2 Further, the following new standards have been issued by IASB which are yet to be notified by the SECP
for the purpose of applicability in Pakistan.
IASB Effective
date (annual periods
beginning on or after)
IFRS 14 — Regulatory Deferral Accounts January 01,2016
IFRS I5 — Revenue from Contracts with Customers January 01,2017
IFRS 9 — Financial Instruments: Classification and Measurement January 01,2015
2014 2013
Note @~ - (Rupees in '000) ------
7. PROPERTY AND EQUIPMENT
Operating fixed assets - Tangible 7.1 3,427,995 3,537,677
Capital work-in-progress 72 52,703 20,246
3,480,698 3,557,923
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7.1 OPERATING FIXED ASSETS - Tangible

2014
Written
Cost/Revalued Amount Accumulated depreciation Down Value
Transfer
from
As at investment As at As at Charge / As at As at
July o1, Additions property June 30, Rate / July 01,  (deletions) June 30, June 30,
2013 | (Disposals) net 2013 period 2013 2014 2014
(Rupees in '000) % (Rupees in '000)
9
Leasehold land 2,677,882 - - 2,677,882 years 118,141 78,761 196,902 2,480,980
Building on leasehold land 833,227 839 - 834,066 5 56,125 38,863 94,988 739,078
Lift, generators and
electric installation 51,359 45,609 - 93,574 25 17,330 12,968 28,945 64,629
(3:394) (1,353)
Furniture and fixtures 7,182 450 - 7,564 20 1,976 1,069 3,019 4,545
(68) (26)
Office equipment 28,809 2,184 - 30,987 20 7,672 4,373 12,043 18,944
© @
Computers and 20 &
related accessories 192,104 25,884 - 216,532 3333 58,855 43,923 102,079 114,453
(1,456) (699)
Vehicles 9,265 1,321 - 8,171 20 2,052 1,348 2,805 5,366
(2,415) - (595)
3,799,828 76,287 - 3,868,776 262,151 181,305 440,781 3,427,995
(7,339) (2,675)
2013
Written
Cost/Revalued Amount Accumulated depreciation Down Value
Transfer
from
As at investment As at As at Charge / As at As at
July o1, Additions property June 30, Rate / July 01,  (deletions) June 30, June 30,
2012 | (Disposals) net 2013 period 2012 transfer * 2012 2013
(Rupees in '000) % (Rupees in '000)
99
Leasehold land 2,677,882 - - 2,677,882 years 39,380 78,761 118,141 2,559,741
Building on leasehold land 741,244 3,400 88,583 833,227 5 18,531 37,594 56,125 777,102
(1,983)*
Lift, generators and
electric installation 50,439 920 - 51,359 25 6,268 11,062 17,330 34,029
Furniture and fixtures 7,096 86 - 7,182 20 675 1,301 1,976 5,206
Office equipment 26,999 1,810 - 28,809 20 2,672 5,000 7,672 21,137
Computers and 20 &
related accessories 184,220 7,884 - 192,104 33.33 15,425 43,430 58,855 133,249
Vehicles 9,410 2,650 - 9,265 20 800 1,638 2,052 7,213
(2,795) (386)
3,697,290 16,750 88,583 3,799,828 83,751 178,786 262,151 3,537,677
(2,795) (2,369)
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7.1.1 In accordance with the Company's accounting policy, operating fixed assets were revalued in year 2012.
The revaluation was carried out by an independent valuer, FAMCO Associates (Private) Limited on the basis
of professional assessment of present market values and resulted in a surplus of Rs. 3,390.421 million over
the book value of the respective assets as at the year end.

Had there been no revaluation, the net book value of the assets would have been as follows:

2014 2013
Note - (Rupees in '000) --------
Leasehold land 28 29
Building on leasehold land 63,541 66,010
Lift, generators and electric installation 64,279 31,336
Furniture and fixtures 4,499 5,147
Office equipment 17,047 18,658
Computers and related accessories 64,253 75,328
Vehicles 4,926 5,722
218,573 202,230
7.1.2 Included in additions during the year are the following amounts
transferred from capital work-in-progress:
Building on leasehold land 839 3,400
Lift, generators and electric installation 39,556 537
Office equipment 598 -

Advance against computers and related accessories 19,511 5,099
Advance against vehicles 1,278 2,636
61,782 11,672

7.1.3  Cost of fully depreciated assets is Rs. 211.384 (2013: Rs. 149.377) million as at the year end.
7.2  Capital work-in-progress

Advances against:

- Computer hardware - 11,493

- Construction of building 48,714 8,210

- Vehicle - 423

- Office equipment 800 -

- Civil works 221 -

- Lift, generator and electric installation 2,968 120
52,703 20,246

8. INTANGIBLES

Operating intangibles 8.1 71,446 98,200
Intangibles under development 82 13,598 12,004
85,044 110,204
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8.1 Operating Intangible

2014
WRITTEN
COST ACCUMULATED AMORTISATION ~ DOWN VALUE
As at As at As at As at As at
July 01, June 30, July 01, Charge for June 30, June 30,
2013 Additions 2014 Rate 2013 the year 2014 2014
--------------- (Rupees in '000) ==eeecmmmmemeee % mmmmmmamemnnemens (RUpees in '000) ==emsmmmmmmmemeean
Computer software 220,904 1,284 222,188 25 188,604 19,107 207,711 14,477
Internally developed software
and market products 160,130 24,310 184,440 25 94,230 33,241 127,471 56,969
381,034 25,594 406,628 282,834 52,348 335,182 71,446
2013
WRITTEN
COST ACCUMULATED AMORTISATION  DOWN VALUE
As at As at As at As at As at
July 01, June 30, July 01, Charge for June 30, June 30,
2012 Additions 2013 Rate 2012 the year 2013 2013
-------------- (Rupees in '000) ----mmmmemnmnn % ---------------- (Rupees in '000) ----------------
Computer software 220,475 429 220,904 25 159,996 28,608 188,604 32,300
Internally developed software
and market products 131,169 28,961 160,130 25 63,351 30,879 94,230 65,900
351,644 29,390 381,034 223,347 59,487 282,834 98,200
2014 2013
Note @~ - (Rupees in '000) --------
8.2 Intangibles under development
Internally developed software 6,044 4,450
Internally developed market products 6,554 6,554
Computer software 11,150 11,150
23,748 22,154
Less: Provision for impairment 8.2.1 (10,150) (10,150)
13,598 12,004
8.2.1 This represents provision for impairment against the a software which failed to operate and consequently,

the Company terminated the agreement and raised demand for the refund from the supplier, which is
currently pending settlement.

9. INVESTMENT PROPERTY

Balance as at | July 671,145 740,115

Transfers:

- transfer from investment property to operating fixed assets - (120,600)

- transfer from operating fixed assets to investment property - 32,017
- (88,583)

Gain from changes in fair value 9.1 9,584 19,613

Balance as at 30 June 680,729 671,145
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9.1 Represents office spaces in the KSE's building, the fair value of this property as at June 30, 2014 has been
arrived at on the basis of a valuation carried out by Igbal A. Nanji & Co., independent valuers. The valuation
was carried out in accordance with the commercial rates for sale of office spaces prevailing in the market.
This resulted in gain from changes in the fair value of investment property over the previous fair value of
investment property of Rs.9.584 (2013: Rs 19.613) million.

9.2 The rental income for the year from the investment property amounted to Rs. 47.619 (2013: Rs.41.999)
million.

10. INVESTMENT IN ASSOCIATES - under equity method of accounting

2014 2013
(Restated)
Note .. (Rupees in '000) --------
Unquoted companies
Central Depository Company of Pakistan Limited
[(CDC) (25,875,200 shares having face value Rs. 258,752,000)] 935,754 887,816
National Clearing Company of Pakistan Limited
[(NCCPL) (4,687,500 shares having face value Rs. 46,875,000)] 231,017 198,497
10.1 1,166,771 1,086,313
10.1 Reconciliation of changes in carrying value of investment in associate
2014
CDC NCCPL Total

Opening Balance - restated 887,816 198,497 1,086,313
Share of profit for the year 129,938 42,376 172,314
Deficit on revaluation of associates' available-for-sale investments (1,803) (26) (1,829)
Actuarial loss on employees' gratuity fund (2,577) (455) (3,032)
Dividend received during the year (77,620) (9,375) (86,995)
Closing balance 935,754 231,017 1,166,771
2013
CDC NCCPL Total
------------------ (Restated) -=-====m=mmmmnmnnn

----------------- (Rupees in '000) --------=mn=mmnnum

Opening Balance - as previously reported 873,000 184,550 1,057,550
Effect of change in accounting policy 1,847 (526) 1,321

Opening Balance - restated 874,847 184,024 1,058,871

Share of profit for the year 97,086 20,396 117,482
Deficit on revaluation of associates' available-for-sale investments (2,461) (836) (3,297)
Actuarial loss on employees' gratuity fund (4,036) (1,337) (5,373)
Dividend received during the year (77,620) (3,750) (81,370)

Closing balance 887,816 198,497 1,086,313
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10.2 Summarised financial information of the associates of the Company are as follows:

2014
Country of Total Total Net Share of Interest
Name of associate incorporation assets liabilities  assets net assets Revenues held %

Central Depository Company

of Pakistan Limited Pakistan 2,810,159 459,608 2,350,551 935,754 1,105,460 39.81
Break-up value of each

ordinary share of Rs.10 is

Rs.36.16 based on the

latest audited accounts

available for the year

ended June 30, 2014.

National Clearing Company
of Pakistan Limited Pakistan 3,269,334 2,778,435 490,899 231,017 232,170 47.06
Break-up value of each
ordinary share of Rs.10 is

Rs 32.85 based on the latest
audited accounts available for
the year ended June 30, 2014.

6,079,493 3,238,043 2,841,450 1,166,771 1,337,630

2013
Country of Total Total Net Share of Interest
incorporation assets liabilities  assets net assets Revenues held %
Name of associate 7O (Restated) ---------

--------- (Rupees in '000) ---------

Central Depository Company of

Pakistan Limited Pakistan 2,639,436 409,304 2,230,132 887,816 929,528 39.81
Break-up value of each ordinary

share of Rs.10 is (restated)

Rs. 34.31 based on the latest

audited accounts available for

the year ended June 30, 2013.

National Clearing Company of
Pakistan Limited Pakistan 2,143,879 1,722,084 421,795 198,497 232,170 47.06
Break-up value of each ordinary
share of Rs.10 is (restated)

Rs. 42.35 based on the latest
audited accounts available

for the year ended

June 30,2013.

4,783,315 2,131,388 2,651,927 1,086,312 1,161,698
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2014 2013

Note @~ - (Rupees in '000) --------
1. LONG TERM INVESTMENTS

Available for sale - unquoted
JCRVIS Credit Rating Company Limited, a related party 2,500 2,500
250,000 (2013:250,000) ordinary shares of Rs.10
each, representing 12.50% (2013: 12.50%) shareholding.

Pakistan Mercantile Exchange Limited (PMEX), a related party 22,091 22,091
3,636,356 (2013: 3,636,356) ordinary shares of Rs.10 each,
representing 19.14% (2013: 19.14%) shareholding.

The original cost of investment in PMEX is Rs.42.091 million.

Advance against further issue of shares 1.1 52,727 -
74,818 22,091
Held to maturity
Pakistan Investment Bonds (PIBs) 1.2 1,773,153 -
1,850,471 24,591

1.1 During the year, the Company made a further investment of Rs.52,727,949 in Pakistan Mercantile Exchange
Limited (PMEX) by accepting the offer of 145% right issue of PMEX and accordingly subscribing to 5,272,704
ordinary shares of Rs.|0 each at par, which shall rank pari passu with existing ordinary shares of PMEX in
all respects as approved under special resolution passed at Extra Ordinary General Meeting held on March
25,2014.

As of the year end, the process of allotment of shares by PMEX was not completed and therefore, the
subscription paid by the Company is disclosed as ' Advance against further issue of shares'. The cumulative
shareholding of the Company in PMEX after taking into account the latest right issue, subject to the
completion of allotment of shares, will be 32.32%.

1.2 These represent Pakistan Investment Bonds (PIBs) having cost of Rs. 1,758.187 (2013: Nil) million and
interest accrued thereon of Rs. 14.619 (2013: Nil) million and amortization of discount of Rs. 0.346 (2013:Nil)
million. The effective rate of return 11.78% per annum.These will mature latest by July 18,2016.

2014 2013
Note @~ - (Rupees in '000) --------
12. LONG TERM DEPOSITS
Earnest money 12.1 33,819 33,819
Utilities 1,914 1,914
Others 1,451 1,427
37,184 37,160

12.1  This includes 10% of the bid amount, amounting to Rs.32.999 (201 3: Rs.32.999) million, paid by the Company
to Pakistan Railways during the year ended June 30, 1993 as earnest money against the purchase of land.
However, as a result of initiation of certain legal proceedings by one of the bidders, further action for
purchase of land could not take place. Subsequently, Pakistan Railways cancelled the sale of railway land to
the Company and requested the Company to apply for the refund of the above-referred amount. Recently,
the Court has dismissed the suit on merit, which was filed by above-referred bidder.

During the year ended June 30, 2002, based upon the legal advice obtained, the Company filed a counter
suit against Pakistan Railways for specific performance of the agreement which, if decided in favour of the
Company, may require the Company to purchase the land and pay the balance of the purchase consideration,
amounting to Rs.296.995 (2013: Rs.296.995) million. The said case is pending adjudication in High Court
of Sindh.
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2014 2013
Note ~ - (Rupees in '000) ---m----
LONG TERM LOANS
Employees - Considered good, secured 13.1 2,929 7,014
Recoverable within one year shown under current assets (2,094) (5,681)
835 1,333
3.1  These personal loans are sanctioned for the purchase of motorcycles, performing Hajj and other domestic

purposes. These are secured against the outstanding balances in the Employees’ Gratuity Fund. These are
recoverable in monthly instalments over a period, with original maturity between 2 and 6 (2013: 2 and 6)
years and are interest free. All outstanding long term loans at the year end will mature within one to three

years.
2014 2013
(Restated)
Note (Rupees in '000) --------
DEFERRED TAX ASSET
Deductible temporary differences arising from:
Provision for other receivables 728 224
Provision for debts considered doubtful 7,765 7,432
Carry forward tax losses 401,260 452,101
Provision for defined benefit liability 13,062 9,345
Minimum tax paid 17,316 11,123
440,131 480,225
Taxable temporary differences arising from:
Differences between written down values and
tax base of assets (368,581) (401,285)
Share of profit from associate (8,700) (8,150)
(377,281) (409,435)
4.1 62,850 70,790
4.1 The management, based on the current year results and the future years projections, estimates that sufficient

taxable profits would be available in the future against which the deferred tax asset of Rs. 62.85 million as
at the year end could be realized. Accordingly, the deferred tax asset has been fully recognised in these
financial statements in accordance with the accounting policy of the Company as disclosed in note 4.12.

TRADE DEBTS

2014 2013
Note ~ - (Rupees in '000) --------
Unsecured Considered good
Due from members 15.1 3,635 3,162
Due from companies 23,492 17,774
27,127 20,936
Considered doubtful
Due from companies 22,837 22,279
49,964 43,215
Provision for doubtful debts 15.2 (22,837) (22,279)

27,127 20,936
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5.1 Included herein is a sum of Rs. 0.263 (2013: Rs. 0.287) million due from related parties.

2014 2013
Note ~  ---e---- (Rupees in '000) --------
152 Reconciliation of provision for trade debts
Opening balance 22,279 24917
Provision for the year 31 4,579 1,045
Amount recovered 33 (3,738) (3,683)
Bad debts written off (283) -
Closing balance 22,837 22,279
16. LOANS AND ADVANCES
Loans - secured, considered good
- Current portion of long term loans to employees 2,094 5,681
Advances, considered good
- Employees 5,940 6,103
- Suppliers 3,655 3,270
- Managing Director 16.1 2,010 -
11,605 9,373
13,699 15,054
6.1  This amount represents deposit in the Honorable High Court of Sindh on behalf of the Managing Director

in connection with his official travel for KSE outside Pakistan.

Subsequently, the Honorable High Court of Sindh vide order CMA no.10048/2014 dated August 20, 2014
has discharged the surety and ordered that the amount of deposit be refunded.

17. PREPAYMENTS

Maintenance of information technology equipment / software 8,514 6,849
Insurance 485 400
Others 666 653
9,665 7,902
18. OTHER RECEIVABLES

Due from members 5,387 5,005
Due from non-members 18.1 13,356 20,567
Management fee receivable 38,623 41,466
Interest / profit accrued on PLS savings accounts 12,005 5,963
Due from an ex-member 18.2 6,574 6,574
Others 18.3 32,917 18,073
108,862 97,648
Less: Provision for doubtful receivable (2,141) (2,141)
106,721 95,507

8.1  This represents amount due on account of license fee, data vending fee, advertisement and reimbursement

of electricity charges, etc. incurred by the Company.

182  This represents amount due from an ex-member upon the cancellation of his membership and declaration
as a defaulter. As a result thereof, certain shares of the ex-member were taken over by the Company in
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20.

order to square up the ex-member's position and are held pending the outcome of a law suit brought against
the Company by him in the Honourable High Court of Sindh (refer note 26.5,26.6 and 26.7). The market
value of these shares (including bonus shares) as at June 30,2014 amounted to Rs. 17.336 (2013: Rs.15.441)
million. Further, as disclosed in note 20.6 included in bank balances Rs. 8.824 and Rs. 5.653 (2013: Rs. 7.984
and Rs. 4.849) million received as dividends and bank profit respectively.

8.3  This includes receivable from NCCPL amounting to Rs.15.986 (2013: Rs. 9.836) million.
2014 2013
SHORT TERM INVESTMENTS Note -~ (Rupees in '000) --------
Held to maturity
Market Treasury Bills 19.1 162,286 1,862,449
[9.1  These represent Market Treasury Bills having cost of Rs. 157.179 (2013:Rs. 1,819.109) million and interest
accrued thereon of Rs. 5.107 (2013: Rs. 43.34) million. The effective rate of return 9.97% (2013:8.91 % to
10.23 %) per annum. These will mature latest by September 18,2014.
CASH AND BANK BALANCES
In hand 59 52

With banks on:
Current accounts 20.1& 20.3 104 2,454
PLS accounts in:

20.1

20.2

20.3

20.4

20.5

20.6

foreign currency 48,519 40,674
local currency 20.1 to 20.6 3,966,478 2,799,344
4,015,160 2,842,524

Included in ‘current accounts’ and ‘PLS accounts’ are Rs. 0.06 (2013: Rs.0.06) million and Rs. 3,573.531 (June
30, 2013: Rs.2,398.130) million, respectively, aggregating to Rs. 3,573.591 (2013: Rs.2,398.190) million,
representing deposits from members against exposures and losses refer note 24.These deposits are utilised
by the Company in the event of default of members to recover losses there from, as provided for in the
relevant regulations of the Company. Rate of return on PLS accounts varies from 3.5% to 8.75% (2013: 3.50
% to 8.50 %). However, the effective rate for the year is 7.97% (2013: 7.8%).

Included herein are funds earmarked by the Company against the outstanding balance in the Dara F. Dastoor
Scholarship Fund, amounting to Rs. 2.152 (2013: Rs. 2.173) million .

Included herein are balances, aggregating to Rs. 9.326 (2013: Rs. 8.392) million, deposited with the Company
by members and an ex-member with respect to certain arbitration cases pending settlement (note 25.1).

Included herein is Rs. 258.242 (2013: Rs. 254.912) million held by the Company on account of disposal of
membership cards of defaulting / expelled members (note 25.2).

Included herein Rs. 111.050 and Rs. 244.222 (2013: Rs. 127.587 and Rs. 239.721) million deposited with
related parties KASB Bank Limited and Barclays Bank PLC, Pakistan respectively.

Included herein Rs. 14.477 (2013: Rs. 12.833) million related to bank profit and dividends received on the
shares of an ex-member as disclosed in note 18.2.
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21. SHARE CAPITAL

2014 2013 2014 2013
----- Number of shares------ ------ (Rupees in '000) ------
Authorised capital
1,000,000,000 1,000,000,000 Ordinary shares of Rs.10/- each 10,000,000 10,000,000

Issued, subscribed and paid-up capital
Ordinary shares of Rs. 10/- each

801,476,600 801,476,600 (see note I.1) 8,014,766 8,014,766
Note 2014 2013

22. LONG TERM DEPOSITS

Clearing house deposits from members 35,513 49,481

Other security deposits 3,490 3,490

39,003 52,971

23. PROVISION FORWEALTH TAX 23.1 1,684 1,684
23.1  Included herein are (a) a sum of Rs. 0.500 (2013: Rs. 0.500) million, representing provision in respect of the

assessed liability for the assessment year 1999-2000 and (b) a sum of Rs. 1.184 (2013: Rs. 1.184) million,
representing provision for the assessment year 2000-2001 the assessment of which is currently pending
finalisation by the relevant tax authorities.

Further, the Inspecting Additional Commissioner raised an additional demand of Rs.19.184 million in respect
of assessment years 1996-97 to 1999-2000 against which various appeals have been filed by the Company
with the Income Tax Appellate Tribunal (ITAT). During the year ended June 30,2002, the ITAT on appeals
filed by the Company allowed relief to the Company by cancelling the wealth tax orders and allowing
exemption under the Wealth Tax Act 1963. Against this decision of the ITAT, during the year ended June
30, 2007, the Income Tax Department filed an appeal with the Honourable High Court of Sindh against the
order issued by the ITAT. Pending the resolution of these matters, no provision has been made in the financial
statements of the current year for a sum of Rs.19.184 (2013: Rs.19.184) million (note 26.2).

24, DEPOSITS FROM MEMBERS AGAINST EXPOSURES AND LOSSES

Deposits from members against exposures and losses 24.1 to 243 3,573,591 2,398,190

24.1  Included herein is a sum of Rs. 368.433 (2013: Rs. 179.445) million of deposits against exposures and losses
from related parties.

24.2  In addition to the amount deposited by members against their exposures and losses, the members have
also (a) pledged their shares, amounting to Rs. 8,027.722 (2013: Rs. 5,123.476) million, in the CDC account
of the Company and (b) provided bank guarantees amounting to Rs. 625.2 (2013: Rs. 556.4) million and (c)
pledged government securities amounting to Rs 101.452 (2013: 107.953) million.
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25.

24.3  This amount (2013:Rs. 2,398.190 million) is placed in saving accounts on which interest is paid to members
at the rate ranging from 2.50% to 7.75% (2013:2.50% to 7.50%).

2014 2013
Note ---- (Rupees in '000) ----
TRADE AND OTHER LIABILITIES
Deposits against Arbitration 25.1 9,326 8,392
Accrued expenses 26,019 30,596
Provision for staff bonus 18,999 9,224
54,344 48,212
Other liabilities
Due to members 261 148
Due to non-members 304 259
Retention money 535 535
Fees and rent received in advance 12,844 16,323
Amount held against defaulted members 252 258,242 254,912
Amount received in respect of employees’
motorcycle instalments 655 809
Employees’ Gratuity Fund 253 41,608 40,619
Tax deducted at source - 48
Tax collected from members 16,749 23,001
SECP supervision fee 1,205 -
SECP transaction fee 457 667
Payable to members against return on
cash margins on future contracts 32.1 41,465 26,387
Workers' Welfare Fund payable 6,164 1,596
Others 8,269 9,718
388,758 375,022
443,102 423,234
25.1  This represents amount deposited with the Company by members with respect to certain arbitration cases

pending settlement (note 20.3).
25.2  This represents amount obtained on disposal of membership cards of defaulting / expelled members, including

profit accrued thereon and dividends received, deposited in a separate bank account to be utilised for the
settlement of dues of the defaulting members, including investors claim, if any (note 20.4 and 20.6).

2014 2013
---- (Rupees in '000) ----

25.3 Employees’ Gratuity Fund 41,608 40,619
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25.3.1 Principal actuarial assumptions

Significant actuarial assumptions used in the valuation are as follows:
2014 2013

---- % Per annum ----

Discount rate 13.25% 11.50%
Increase in salaries 9.75% 8.50%
Expected return on plan assets 13.25% 11.50%

Demographic Assumptions

Mortality rates Adjusted Adjusted
SLIC EFU

2001-05 1961-66

Rate of employee turnover Moderate Moderate

25.3.2 Liability recognised in the balance sheet:

Present value of obligation 144,428 162,870
Fair value of plan assets (102,820) (122,251)
41,608 40,619

25.3.3 Expense recognised in profit and loss account:

Current service cost 10,194 10,076
Interest cost 16,261 16,179
Expected return on plan assets (12,717) (12,192)

13,738 14,063

25.3.4 Movement in the liability recognised in the balance sheet:

Opening balance 40,619 26,026
Charge for the year 13,738 14,063
Other comprehensive income 11,715 15,387
Contribution (24,464) (14,857)
Closing balance 41,608 40,619
2014 2013

---- % Per annum ----
25.3.5 Actual return on plan assets 8.00% 9.35%
25.3.6 The expected return on plan assets was determined by considering the market expectations and depends

upon the assets portfolio of the fund, at the beginning of the year, for returns over the entire life of the
related obligation.
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2014 2013
---- (Rupees in '000) ----

25.3.6.1 Movement of present value of defined benefit obligation

Opening balance 162,870 135,697
Current service cost 10,194 10,076
Interest cost 16,261 16,179
Total benefits paid (53,672) (12,532)
Actuarial loss on obligation 8,775 13,450
Closing balance 144,428 162,870

25.3.6.2 Movement of fair value of plan assets

Opening balance 122,251 109,671
Return on plan assets 12,717 12,192
Contributions 24,464 14,857
Benefits paid by the fund (53,672) (12,532)
Actuarial gain or (loss) on assets (2,940) (1,937)
Closing balance 102,820 122,251

25.3.7 Remeasurements recognised in Other Comprehensive (Income) / expense during the year

Actuarial loss on obligation (8,775) (13,450)
Actuarial gain or (loss) on assets (2,940) (1,937)
(11,715) (15,387)

25.3.8 Constituents of plan assets

Fair Value as at June 30, Fair Value as at June 30,
2014 2013

(Rupees in '000) Percentage (Rupeesin '000) Percentage

Government securities 101,872 99.14% 113,671 92.98%
Cash and Net Current Assets 882 0.86% 8,580 7.02%
102,754 100% 122,251 100%

25.3.9 Historical Information

2014 2013 2012 2011 2010
(Rupees in '000)

Present value of defined

benefit obligation 144,428 162,870 135,697 113,976 -
Fair value of plan assets (102,820) (122,251) (109,671) (63,588) -
Funding surplus 41,608 40,619 26,026 50,388 -
Experience adjustment on

plan liabilities (8,775) (13,450) 9,461 16,266 11,762

Experience adjustment on
plan assets (2,940) (1,937) (2,142) (4,561) (13,610)
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26.

25.3.10 Maturity profile of the defined benefit obligation 2014

(Rupees in '000)
Distribution of timing of benefit payments

within the next 12 months (next annual reporting period) 26,040
between 2 and 5 years 55,500
between 6 and |0 years 91,464
Beyond 10 years 448,935

25.3.11 Sensitivity Analysis on significant actuarial assumptions: Actuarial Liability

Persent value

of Defined
Benefit Percentage
Obligation change

--(Rupees in '000)---

Discount Rate +1% 133,777 (7.37%)
Discount Rate -1% 156,530 8.38%
Long Term Salary Increases +1% 154,534 7%
Long Term Salary Increases -1% 135,317 (6.31%)

CONTINGENCIES AND COMMITMENTS

Income tax related contingencies

26.1

26.2

The income tax assessments of the Company have been finalized up to and including the tax year 2012,
corresponding to the income year ended June 30, 2012. However, the Company has filed an application in
the Honourable High Court of Sindh against the decision of ITAT in respect of the additions made by the
Taxation Officer of Rs.36.583 million on account of tax gain / (loss) on disposal / write off of fixed assets
in tax year 2003, which is currently pending adjudication.

The management of the Company is hopeful that the outcome of the appeal would be in favour of the
Company and, hence, pending the resolution of this matter, provision amounting to Rs.15.731 (2013:
Rs.15.731) million has not been made in the financial statements of the current year.

Contingency relating to wealth tax amounts to Rs.19.184 (2013: Rs.19.184) million is discussed in detail in
note 23. Pending resolution of this matter, no provision has been made in the financial statements of the
current year for any liability that may arise on this account.

Contingencies relating to KSE's operations

26.3

264

A lawsuit was filed by a commercial bank against the Company for the recovery of Rs.500 (2013: Rs.500)
million as damages for defamation on the grounds that the Company placed the bank on Defaulters Counter
illegally and malafidely, which caused loss of reputation to the bank.The said law suit is currently pending
in the Honourable High Court of Sindh. The management believes that, it is unlikely that the court would
award substantial damages in favour of the bank as the Company acted in good faith and public interest.
Accordingly, no provision has been made by the Company in the financial statements of the current year
for any liability that may arise as a result of this lawsuit.

A lawsuit was filed by five investors against the Company and an ex-member for declaration, injunction and
recovery of damages, aggregating to Rs.70.00 (2013: Rs.70.00) million together with interest thereon @
22% (2013:22%) per annum with quarterly interests, or any other relief that may be apt. The investors alleged
that the Company had unlawfully taken possession and disposed off some shares belonging to the petitioners that were
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lying with the above-mentioned ex-member.The Company considers the said lawsuit to be untenable and
not maintainable in the court of law and has, therefore, not made provision in the financial statements for
any liability that may arise as a result of this law suit.

26.5 An ex-member filed a lawsuit during the year ended June 30, 2000 against the Company, Central Depository
Company of Pakistan Limited and the SECP, in the Honourable High Court of Sindh, for cancelling his
membership and declaring him as a defaulter. He further claimed damages of Rs.300 (2013: Rs.300) million
from each. The Company had declared him as a defaulter in accordance with its regulations as the said
member had not made payments to settle his liability to the Company for the ready clearing dues and
exposure and losses, aggregating to Rs.351.392 (2013: Rs.351.392) million.A sum of Rs.302.882 (2013:
Rs.302.882) million including receivables amounting to Rs.6.574 (2013: Rs.6.574) million shown under other
receivables was subsequently realized by the Company from the sale of the assets of the ex-member and
the Company squared up his position by paying Rs.48.509 (2013: Rs.48.509) million from the Clearing House
Protection Fund, which is still due from him.

The ex-member had also filed a constitutional petition against the Company, alleging certain technical
deviations on part of the Company from the existing rules and regulations which was later withdrawn by
the defaulting member. As per the legal advisor of the Company, the overall position of the Company
seems to be sound and the Company has a fairly good defence in the said lawsuit. Accordingly, no provision
has been made by the Company in the financial statements for any liability that may arise as a result of this
lawsuit.

26.6 A fund management and investment Company filed a lawsuit in the Honourable High Court of Sindh against
an ex-member, as referred to in note 26.5 above, CDC, SECP and the Company during the year ended June
30, 2000. The fund management and investment Company (the petitioner), currently being represented by
an official liquidator as the petitioner has since gone into liquidation, alleged that the Company had unlawfully
taken the delivery of shares for which the petitioner had entered into contracts for purchase with the ex-
member, discussed above. The petitioner claimed declaration, injunction and delivery of the undelivered
shares and damages of Rs.500 (2013: Rs.500) million. According to the legal advisor, the Company has a very
good defence in the said lawsuit. For this reason, no provision has been made by the Company in the financial
statements for any liability that may arise as a result of this lawsuit (refer note 18.2).

26.7 In addition to the lawsuits disclosed in note 26.5 & 26.6 above, five law suits in prior years, involving the
ex-members’ default were filed against several other defendants and the Company in the Honourable High
Court of Sindh for the recovery of damages of Rs.5,606.612 (2013: Rs.5,606.612) million, Rs.428.440 (2013:
Rs.428.440) million, Rs.49.777 (2013: Rs.49.777) million, Rs.743.026 (2013: Rs.743.026) million, and Rs.23.419
(2013:23.419) million respectively, for declaration, injunction, recovery of shares, damages and compensation.
The legal advisor of the Company considers that above mentioned lawsuits would be decided in favour of
the Company. Hence, no provision has been made in the financial statements for any liability that may arise
as a result of these lawsuits.

26.8 The Islamabad Stock Exchange Limited filed a complaint with the Competition Commission of Pakistan (the
Commission) against the Company alleging abuse of its dominant position in securities market in contravention
of Section 3 of the Competition Ordinance, 2007. The Commission after giving due consideration issued a
show cause notice to the Company, against which the Company filed a petition in the Honourable High
Court of Sindh. The Court allowed the Commission to proceed further but restrained it from passing any
final order. The Islamabad Stock Exchange filed two separate civil petitions for leave to appeal against orders
of the Honourable High Court of Sindh in the Honourable Supreme Court of Pakistan. The Honourable
Supreme Court of Pakistan in its Order dated November |3,2008 vacated the above stay order and disposed
off the stay application and fixed the petition for regular hearing.
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26.9

26.10

26.11

26.12

Further, on May 29, 2009 the Commission passed a final order and directed the Company to
take corrective measures along with the other exchanges of Pakistan and to enter into an arrangement
similar to that existing between Lahore Stock Exchange and Islamabad Stock Exchange. In case of failure
to comply with the direction of the Commission, the Company will be liable to pay a penalty of Rs.50
(2013: Rs. 50) million at the end of the six month period and thereafter an additional penalty of Rs.250,000
per day, if the non-compliance continues. The Company has filed an appeal before the Supreme Court
against the Commission's Order. As per the legal advisor, the Company has a reasonable case in respect
of the above. Hence, no provision for any liability which may arise in this regard has been made in the
financial statements of the Company.

The single bench of the Competition Commission (the Commission) of Pakistan passed an order on March
18,2009, thereby penalizing the Company for a sum of Rs.6 (2013: Rs. 6) million for placement of floor. The
Company filed an appeal before the Appellate Bench of the Commission . The Commission after conducting
multiple hearings of the said appeal finally issued its order on November 26,2009.The Commission reduced
the penalty by 50% (fifty percent) restricting it to a nominal sum of Rs. 500,000/- .The Company filed an
appeal in Honourable Supreme Court of Pakistan against the Order dated November 26, 2009 passed by
the Appellate Bench of the Commission. On February | 1,2010, the case was fixed for hearing of application
for interim relief. The Advocate for the Commission undertook on behalf of the Commission that no coercive
action will be taken against KSE in pursuance of the impugned Order till next date of hearing. The legal
advisor of the Company is confident that the said appeal would ultimately be decided in favour of the
Company and, hence, no provision has been made in these financial statements.

As a result of a dispute between the Company and a member (suspended), whereby the member (suspended)
was not sharing certain information relating to trading of shares, the Company complained to the SECP
and the member (suspended) fearing about any coercive action by the Company and SECP, filed a suit against
the Company in the Honourable High Court of Sindh. However, the SECP before filing the law suit by the
member , had already suspended the license of the brokerage of the member. The member (suspended)
has filed the above law suit for declaration, permanent injunction, mandatory injunction and damages of Rs.
2,000 (2013: Rs 2,000) million against the Company. The member (suspended) sought direction against the
Company to restore its membership and registration to its original position. However, the management
believes that, it is unlikely that the Court would award damages in favour of the investor. Accordingly, no
provision has been made by the Company in the financial statements for any liability that may arise as a
result of this lawsuit.

An investor was using the services of an expelled member for trading of securities of listed companies.
However, the investor claimed that the expelled member with malafide intentions misappropriated funds
and trading profit and fictitiously transferred them in the names of his relatives. In March, 2010, the investor
requested the expelled member to liquidate his shares, however, the expelled member kept on delaying the
matter which created doubts. In view of various complaints against the expelled member, The Company
under its Notice dated August 26,2010 expelled its membership. The investor alleged that the Company
despite various objections and in violation of provision / regulations conveniently permitted the expelled
member to function (prior to August 26, 2010). Accordingly, during the year, the investor filed a lawsuit in
the High Court of Sindh of Rs. 20 million against the Company and other parties for the award of damages.
However, the management believes that, it is unlikely that the Court would award damages in favour of the
investor. Accordingly, no provision has been made by the Company in the financial statements for any liability
that may arise as a result of this lawsuit.

A member filed a suit in the Honourable High Court of Sindh against the SECP, the Company and others
whereby the member pleaded that it has suffered losses on account of trades executed by one of its
client/investor. Further, the SECP asks the Company to initiate any inquiry against the member and thereafter
requiring the member to maintain status qou in respect of the securities retained by the Company. The
member has therefore sought judgment in decree of the Court, among others to:
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- declare that the show cause notice issued by SECP and the directions issued by SECP to the Company
are unlawful and without jurisdiction.

- declare that the inquiry being conducted by the Company on SECP's direction is void and without
any lawful justification.

- restrain the SECP and the Company from cancelling the member's license/membership or from taking
any coercive action against them.

- award damages of Rs. 50 million in favour of the member and against all the defendants (jointly and
severally liable) for harassing and damaging the member's reputation.

The management of the Company believes that no provision against the above matter is required to be
made in these financial statements. The said matter is dealt with by the in house legal department of the
Company.

26.13 A customer of the member of the Company has filed a case against the Company in Honourable High Court
of Sindh, wherein, an amount of Rs. 91 (2013: Rs. 91) million has been claimed by the customer of the
member from the Company on account of alleged loss of investment and damages said to have been arisen
due to fixation of a floor price and closure of the exchange in the year 2008. The legal advisor the Company
anticipate a positive outcome to the matter from the standpoint of the Company and accordingly no
provision against the above matter has been made by the management in these financial statements.

26.14 The plaintiff ,who has purchased office within the premises of the Company from the ex-member, has alleged
that the Company is unlawfully imposing restrictions on him for operating in the newly purchased office
despite the fact that he has paid all outstanding dues relating to such purchase. In the circumstances, the
Plaintiff prayed the Court to declare that he is the lawful owner of the subject office and has all legal rights
to use and occupy the same without any hindrance on part of the Company. The plaintiff has launched a
claim of Rs. 5 (2013 : Rs. 5) million from the Company in this regard. The legal advisor the Company is
optimistic that the matter will be decided in favour of the Company and accordingly no provision against
the above matter has been made by the management in these financial statements.

26.15 "As provided under section 4 of Stock Exchanges (Corporatization, Demutualization and Integration) Act,
2012 [the Act], the Board of Directors of KSE, which at the time of promulgation of the Act was a company
limited by guarantee without having share capital, was required to propose, among other matters, the
authorized and paid-up capital of the Exchange with which it was to be corporatized. Under the same
section, SECP was also required to accord its approval to the same. Accordingly, KSE's Board proposed the
authorized capital of the Exchange at Rs.10 billion and SECP also accorded its approval on the same.
Subsequently, under the requirements of section 5 of the Act, KSE completed other requirements and
submitted documents with Registrar of Companies (RoC). However, RoC, indicated that KSE was required
to submit additional documents with respect to increase in authorized capital, allotment of shares and
alteration of Memorandum & Articles of Association along with the evidence for payment of ‘Registration
Fee’ prescribed in the Companies Ordinance, 1984, enabling RoC to issue the Certificate of Re-registration.
The registration fee demanded by the RoC works out to around Rs. 50 million. The KSE was of the view
that such fee is not applicable as the authorized capital of KSE was newly created due to corporatization
under a special Act, whereas, the fee demanded is under the Companies Ordinance, 1984.The legal advisor
of KSE is also of the same view and accordingly, KSE held discussions with the SECP and the RoC then
issued the certificate of re-registration. However, again after sometime, RoC issued notice for the fee demand
which is not yet paid by the Company. No provision against the above referred fee demand has been made
in these financial statements as the Company expects favorable outcome.
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26.16

26.17

26.18

26.19

26.20

The SECP, vide SRO dated October 25,2012, prescribed ‘Stock Exchanges’ Supervision Fee’ to be levied
@ 1% of operating revenue of the stock exchange. The matter was discussed at various meetings of the
Board and finally vide a circular resolution dated January 08, 2014, the Board approved payment of such
fee. However, the Company, for the purpose of determination of Supervision Fee, interpreted ‘Operating
Income in the relevant context and re-calculated on certain analysis. As SECP is charging ‘Trading Fee’ on
TRE Certificate holders, charging of Supervision Fee for the same activity on KSE was viewed to tantamount
to duplicity. Moreover, the remaining revenues are generated from other sources out of huge capital
expenditure made on infrastructure developed by the KSE for providing these facilities to market participants
and other users, as such KSE charges fees for the same as a commercial venture and no supervisory/
regulatory role is involved in it. Consequently, the fee on this account was not made part of the operating
revenue for the computation of supervision fee. Therefore, the management as per the Board’s approval
has started paying the supervision fee to SECP at the rate of 1% of Listing Fee only. The differential supervision
fee on other revenues amounting to Rs.3.472 million is not provided for in these financial statements as
the Company expects that it's stance will be agreeable to SECP.

A customer of the member of the Company has filed a case against the member and the Company in Court
of first Senior Civil Judge(South), Karachi wherein, an amount of Rs. | 1.386 (2013: Rs. 11.386) million has
been claimed by the customer from the Company on account of certain activities of the member which
as per the customer has resulted in financial losses to him.As per the legal advisor of the Company, the
Company apparently has a reasonable defence in respect of the claim in the suit, accordingly no provision
against the above matter has been made by the management in these financial statements.

One of the then member of the Company ceased to perform its function in the year 2012 and the Company
gave ninety days period to the said then member to settle all its obligations towards its customers. In this
regard, as alleged in plaint, (one of the common director and shareholder of another Trading Rights Entitlement
Certificate Holder of the Company and the aforementioned then member) gave an undertaking to the
Company that he will ensure that all claims lodged by customers of the said then outgoing member within
the stipulated time will be settled by him. However, some investors filed a complaint with the SECP against
such Director and shareholder of the then member that the claims lodged by them were not paid. In view
of the same, SECP suspended the registration of the brokerage house of such Director.The Director is of
the view that all claims lodged by investors were fully settled within the stipulated time and the suspension
of his brokerage house is not justified. Accordingly, during the year, the plaintiff has filed the present case
in the Honorable High Court of Sindh against suspension order of SECP and claimed Rs. 50 million against
the Company jointly and severally with the main Defendant i.e. SECP.As per the legal advisor of the Company,
the Company apparently has a reasonable defence in respect of the claim in the suit. Accordingly, no
provision against the above matter has been made by the management in these financial statements.

During the year , a customer of then member of the Company has filed a case against the member and the
Company in the Honorable High Court of Sindh wherein, an amount of Rs. .37 1 million has been claimed
by the customer from the Company jointly and severally with other defendants on account of certain
activities of the then member which as per the customer has resulted in financial losses to him.The matter
is currently being dealt with by in-house legal department of the Company and as per the Company, it
apparently has a reasonable defence in respect of the claim in the suit. Accordingly no provision against the
above matter has been made by the management in these financial statements.

During the year, SECP issued show cause notices to the Company in respect of certain alleged violations
relating to the System Audit Regulations. The SECP vide its subsequent orders imposed a penalty of Rs.|
million on the Company. The Company has filed an appeal with the appellate bench of SECP against the
penalties imposed which are pending for decisions. No provision against the above referred penalty has
been made in these financial statements as the Company expects favorable outcome.
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27.

28.

29.

Commitments

Aggregate commitments for capital expenditure at the end of the year were Rs. 63.667 (2013: Rs. 8.46) million.

2014 2013
LISTING FEE Note ~ - (Rupees in '000) --------
Annual fees 160,662 142,646
Initial fees 76,069 57,142

236,731 199,788
INCOME FROM EXCHANGE OPERATIONS
Trading fee 28.1 171,234 83,041
Facilities and equipment fee 41,111 36,744
Income from non-trading facilities 21,713 21,175
Membership fee 1,960 2,100
Other fee 8,220 8,431

244,238 151,491
28.1  During the previous year, the Board of Directors of the Company in their meeting held on April 23,2013

has approved increase in the transaction (LAGA) charges applicable on all markets of the Exchange by Rs.]I.
The said increase was effective in phased manner i.e 50% (Rs.0.5) increase was effective from July 1,2013
and the remaining 50% from January 1 ,2014.

MANAGEMENT FEE

The Company manages KSE Clearing House Protection Fund (CHPF) and KSE Investors Protection Fund (IPF)
which includes provision of services related to finance & investment, risk management and customers services and
investors complaints. The management fee is charged based on the following rates as approved by the Board of
Directors of the Company in its meeting held on April 23,2014:

CHPF IPF
2014 2013 2014 2013
On fund size of CHPF
For the period from July 01,2013 to March 31,2014 2% 2% - -
For the period from April 01,2014 to June 30,2014 4% 2% - -

On fund size of IPF
For the period from July 01,2013 to June 30,2014 - - 2% 2%




@ MANAGING RISKS, FACILITATING RETURNS

2014 2013
Note ~ - (Rupees in '000) --------
30. MARK-UP / INTEREST INCOME

Return on:
Short term investments 179,246 181,396
PLS saving accounts 180,609 97,098

359,855 278,494

31. ADMINISTRATIVE EXPENSES

Salaries and other benefits 31.1 326,925 298,395
Cost of Voluntary Separation Scheme 16,143 -
Rent, rates and taxes 1,294 1,294
Fuel and power 58,975 37,511
Repairs and maintenance 27,085 19,271
Computer maintenance and related expenses 54,908 57,165
Insurance 8,079 5,927
Telephone, courier and postage 3,279 3,192
Printing and stationery 7,926 6,903
Donations 31.2 400 400
Audit fee 31.3 1,025 1,055
Legal and professional charges 14,761 12,517
Demutualisation expense - 12,077
Depreciation - operating fixed assets 7.1 181,305 178,786
Amortisation of intangible assets 8.1 52,348 59,487
Travelling and conveyance 6,519 5,358
Entertainment expense 4,797 3,914
Reception meetings and functions 13,119 9,299
Advertisement, marketing and development 8,003 6,034
SECP supervision fee 3,724 -
Provision for trade debts considered doubtful - net 2,935 -
Security expenses 11,771 9,499
Subscription fee 2,659 2,482
Exchange loss 448 -
Loss on sale of fixed assets 401 710
Other expenses 1,183 853

810,012 732,129
31.1  Included herein is a sum of Rs.13.738 (2013: Rs.14.063) million in respect of retirement benefits.

31.2  Donations are paid to a Medical Institution, as per the policy approved by Board of Directors, in which none
of the directors of the Company is interested in any capacity.

31.3 Audit fee

Annual audit 650 650
Half yearly review 225 225
Review of code of corporate governance 50 50
Other certifications - 30
Out of pocket expenses 100 100

1,025 1,055
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32.

33.

34.

2014 2013
Note ~ - (Rupees in '000) --------
FINANCIAL AND OTHER CHARGES
Return on cash margin against ready and
future exposure and loses 32.1 143,604 73,249
Bank charges 972 1,669
Workers' Welfare Fund 4,563 1,453
149,139 76,371

32.1

This represents return on cash margins deposited by members against future contracts at various rates
ranging between 2.5% and 7.75% (2013: 2% and 10%) per annum, after deducting 1% service charge, as per
the Directive issued by the Securities and Exchange Commission of Pakistan.

2014 2013
OTHER INCOME
Note ~ e (Rupees in '000) --------
Fair value gain on investment property 9 & 33.1 9,584 19,613
Reversal of provision against trade debts - net - 2,638
Gain on settlement of insurance claim 4,458 -
Sponsorship income 1,500 -
Exchange gain - 116
Dividend on long term investment 969 125
16,511 22,492
33.1  In accordance with the requirements of section 248 of the Companies Ordinance, 1984, dividend shall not
be declared or paid out of unrealized gain on investment property credited to profit and loss account.
Accordingly, the fair value gain on investment property is not available for dividend distribution.
2014 2013
TAXATION Note @~ - (Rupees in '000) --------
Current 34.1 27,613 9,924
Prior 4,494 -
Deferred 11,924 (61,445)
34.2 44,031 (51,521)
34.1  This represents minimum tax and tax at reduced rates under relevant sections of Income Tax Ordinance
2001.
2014 2013
-------- (Rupees in '000) --------
34.2 Reconciliation between tax and accounting profit

Profit before taxation 223,580 69,102
Tax expense applicable at the rate of 34% (2013: 35%) (76,017) (24,186)
Tax effects of:
- Income exempt from tax 3,106 6,905
- Expenses not deductible for tax purpose (315) (204)
- Income taxed at reduced rate / effect of change in tax rate

and other temporary differences 20,941 68,670
- Prior year taxation 4,494 -
- Others 3,760 336

(44,031) 51,521
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35.

36.

37.

2014 2013

BASIC AND DILUTED EARNINGS PER SHARE

Profit after taxation 179,549 120,623
(Numbers in ‘000)

Weighted average number of ordinary shares outstanding during the year 801,476 702,664
(Rupees)
Basic and diluted earnings per share 0.22 0.17

REMUNERATION OF MANAGING DIRECTOR AND DIRECTORS

The aggregate amounts charged in the financial statements for the year in respect of remuneration, including benefits,
to the Managing Director and Directors of the Company are as follows:

2014
Managing
Director Director Total
--------- (Rupees in '000) ---------

Managerial remuneration 13,932 - 13,932
Annual performance payout - - -
Reimbursement of expenses 1,224 - 1,224
Fees - 8,775 8,775

15,156 8,775 23,931
Number 1 10

2013
Managing
Director Director Total
--------- (Rupees in '000) ---------
Managerial remuneration 12,672 - 12,672
Annual performance payout 4,224 - 4,224
Reimbursement of expenses 1,186 - 1,186
Fees - 5,780 5,780
18,082 5,780 23,862
Number I 12
36.1  The Managing Director of the Company is also provided with the free use of Company owned and maintained
car.

RELATED PARTY TRANSACTIONS

The related parties comprise of associates, companies with common directorship, staff gratuity fund, directors and
key management personnel. The Company in the normal course of business carries out transactions with various
related parties.

The balances with related parties are disclosed in respective notes to the financial statements. Following are the
details of transactions with related parties during the year ended June 30,2014 and June 30, 2013.
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2014 2013

Management fee

KSE Clearing House Protection Fund 87,327 50,824
KSE investors Protection Fund 18,137 15,032
105,464 65,856
Dividend income
Central Depository Company of Pakistan 77,620 77,620
JCR-VIS Credit Rating Company Limited 969 125
National Clearing Company of Pakistan Limited (NCCPL) 9,375 3,750
87,964 81,495
Income from investment property
Central Depository Company of Pakistan 5,025 4,810
National Clearing Company of Pakistan Limited 11,615 9,891
16,640 14,701
Income from Marginal Trading System - NCCPL 15,511 9,556
CDC fees
Central Depository Company of Pakistan 590 2,453
Trading fees
Aba Ali Habib Securities (Private) Limited 5,699 2,264
Adam Securities (Private) Limited 7,605 2,053
Dawood Equity Limited - 15
Ghani Osman Securities (Private) Limited - 70
Lakhani Securities (Private) Limited 210 109
Topline Securities (Private) Limited 1,795 947
Trade-In Securities (Private) Limited - 13
Y.H. Securities (Private) Limited - 29
15,309 5,500
Profit on PLS account
Barclays Bank PLC, Pakistan 20,621 2,586
KASB Bank Limited 8,113 2,618
28,734 5,204
Facilities and equipment fees
Aba Ali Habib Securities (Private) Limited 342 262
Adam Securities (Private) Limited 919 709
Dawood Equity Limited - 30
Ghani Osman Securities (Private) Limited - 54
Lakhani Securities (Private) Limited 12 12
Topline Securities (Private) Limited 224 165
Trade-In Securities (Private) Limited - 30
1,497 1,262
Listing fees
National Bank of Pakistan 840 807
Tri-Pack Films Limited 470 464
Thal Limited 561 488
Descon Oxychem Limited 256 250
KASB Bank Limited 434 438
Engro Corporation Limited - 726
Engro Polymer & Chemicals Limited - 515
2,561 3,688

Retirement benefit plan
Payment made to gratuity fund during the year 24,464 14,857
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38. FINANCIAL RISK MANAGEMENT

The Company’s principal financial liabilities comprise long term and short term deposits, accrued and other liabilities.
The financial assets comprise of government securities, cash at bank, trade debts, loans and advances, long term
deposits and other receivables.

The Company is exposed to market risk, credit risk and liquidity risk.
38.1 Market risk

Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because
of changes in market prices. Market risk comprise of interest rate risk, equity price risk and currency risk.
The Company is exposed to market risk as a result of mismatches or gaps in the amounts of financial assets
and financial liabilities that mature or reprice in a given period. The Company manages this risk by matching
the repricing of financial assets and liabilities through risk management strategies.

38.2 Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The Company’s exposure to the risk of changes in market
interest rates relates primarily to the Company’s short term investments and bank deposits in saving
accounts. At the balance sheet date, the interest rate profile of the Company’s interest-bearing financial
instruments is as follows:

2014
Interest /| mark-up bearing
Effective More than
yield / six months
mark-up rate Upto six and upto
% months one year Total

--------- (Rupees in '000) ---------
Financial assets

Government securities 9.97 -11.78 162,286 1,773,153 1,935,439
Cash and bank balances 35-875 4,014,997 - 4,014,997
4,177,283 1,773,153 5,950,436

Financial liabilities
Deposits from members against

exposures and losses 25-775 3,573,591 - 3,573,591
2013
Interest / mark-up bearing
Effective More than
yield / six months
mark-up rate Upto six and upto
% months one year Total

i ol omcemfe o ——— Rupees in '000) ---------
Financial assets (Rup )

Short term investments 89-10.2 1,706,039 156,410 1,862,449
Cash and bank balances 35-85 2,840,018 - 2,840,018
4,546,057 156,410 4,702,467

Financial liabilities
Deposits from members against
exposures and losses 25-75 2,398,190 - 2,398,190
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38.3

38.4

The following table demonstrates the sensitivity of Company's income for the year to a reasonably possible
change in interest rates, with all other variables held constant.

Effect on income

Change in basis point 2014 L 2013
--------- (Rupees in '000) ---------

+ 100 23,768 23,043

- 100 (23,768) (23,043)

Foreign currency risk

Foreign currency risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates. The Company's exposure to the risk of change in foreign
exchange rates relates only to the bank balance in saving accounts maintained in US dollars amounting to
Rs.48.519 (2013:Rs. 40.674) million [US dollars 0.492 (2013: US dollars 0.413) million].

The following table demonstrates the sensitivity to a reasonably possible change in the US dollar exchange
rate, with all other variables held constant, of the Company's income before tax and reserves.

Change in US Effect on Effect on
dollar rate income befor tax reserves

2014 +10% 4,893 4,893
-10% (4,818) (4,818)
2013 +10% 4,067 4,067
-10% (4,067) (4,067)
Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause
the other party to incur a financial loss.

The Company is exposed to credit risk on its short term investments, deposits, trade debts, loans and
advances, cash at bank and other receivables. The table below shows the maximum exposure to credit risk
for the components of the balance sheet.

P 2014 2013

Financial assets
Government securities

- Market treasury bills 162,286 1,862,449
- Pakistan Investment Bonds (PIBs) 1,773,153 -

Cash at bank 4,015,101 2,842,472
Trade debts 27,127 20,936
Loans and advances 13,699 23,264
Long term deposits 37,184 37,160
Other receivables 106,721 95,507

6,135,271 4,881,788
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Concentration of credit risk exists when changes in economic or industry factors affect the group of
counterparties whose aggregate credit exposure is significant in relation to the Company’s total credit
exposure. The Company’s portfolio of financial assets is broadly diversified and transactions are entered
into with diverse credit worthy counterparties thereby mitigating any significant concentration of credit
risk. The table below analyses the credit quality of Company's exposure with respect to cash at bank only:

2014 2013
........ LT

Ratings *
AAA 25.32 -
AA+ 30.16 54.44
AA 8.32 9.49
AA- 2.62 3.94
A+ 14.41 11.09
A 7.06 9.62
A- 9.34 6.93
BBB 2.77 4.49

100.00 100.00

* Ratings are performed by PACRA and JCR-VIS
38.5 Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulties in releasing funds to meet commitments
associated with financial liabilities. Liquidity risk may result from an inability to sell a financial asset quickly
at an amount close to its fair value.

The Company's approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient
liquidity to meet its liabilities when due, under both normal and stressed conditions, without incurring losses
or risking damage to the Company's reputation. The table below summarizes the maturity profile of Company's
financial liability:

2014
On Upto three More than
demand months one year Total
--------- (Rupees in '000) ---------
Long term deposits - - 39,003 39,003
Deposits from members against
exposures and losses 3,573,591 - - 3,573,591
Trade and other liabilities 401,637 41,465 - 443,102
Total 3,975,228 41,465 39,003 4,055,696
2013
On Upto three More than
demand months one year Total
--------- (Rupees in '000) ---------
Long term deposits - - 52,971 52,971
Deposits from members against
exposures and losses 2,398,190 - - 2,398,190
Trade and other liabilities 369,974 26,387 - 396,361

Total 2,768,164 26,387 52,971 2,847,522
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NON-ADJUSTING EVENT AFTERTHE STATEMENT OF FINANCIAL POSITION DATE

The Board of Directors in their meeting held on September |1,2014 proposed a final cash dividend at the rate of
1.5 % (2013:1.25%) i.e. Rs. 0.15 (2013:Rs. 0.125) per share, for the financial year ended on June 30,2014, amounting
to Rs.120.221 (2013: Rs.100.185) million for the approval of the shareholders in the Annual General Meeting to
be held on October 20, 2014.

DATE OF AUTHORISATION FOR ISSUE

These financial statements have been authorised for issue on September 11,2014 by the Board of Directors of
the Company.

NUMBER OF EMPLOYEES

The number of employees as at June 30,2014 were 213 (2013:241).
GENERAL

42.1 Figures have been rounded off to the nearest thousand rupees.

42.2 Certain prior year's figures have been reclassified for the purpose of comparison. Major reclassification
during the year is as follows:

2013
Statement Components Reclassification from Reclassification to Rupees in '000
Advance against
Balance sheet construction Loans and advances Capital work
of building in progress 8,210
sd/- sd/-

Chairman Managing Director









1/We, of , holding Computerized National

Identity Card No. and being a member of Karachi Stock
Exchange Limited, hereby appoint of , holding
Computerized National Identity Card No. as my/our

proxy to vote for me/us and on my/our behalf at the Annual General Meeting of the Exchange, to be held on 20th day of

October 2014 and at any adjournment thereof.

As witness my/our hand/seal this day of ,2014
WITNESSES:
1. Signature 2. Signature
Name Name
Address Address
CNIC No CNIC No.
Revenue Stamp
CDC Account No. of Rs.5/-

To be signed by above-named shareholder

Notes:

1. This Proxy Form, duly completed and signed, must be received at the Registered Office of the Exchange, not less
than 48 hours before the time of holding the meeting.

2. The Proxy Form shall be witnessed by two persons whose names, addresses and CNIC numbers shall be mentioned
on the form.

3. Attested copies of CNIC of the appointer and the proxy-holder shall be furnished with the Proxy Form.

The proxy-holder shall produce his original CNIC at the time of the meeting.

5. In case of corporate entity, the Board of Directors' resolution / Power of Attorney with specimen signature shall
be submitted along with Proxy Form.
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