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To the members of AL Habib Capital Markets Private Limited

Report on the Audit of the Financial Statements

Opinion -

We have audited the annexed financial statements of AL Habib Capital Markets Private Limited (the
Company), which comprise the statement of financial position as at 31 December 2022, and the
statement of profit or loss and other comprehensive income, the statement of cash flows, the statement
of changes in equity for the year then ended, and notes to the financial statements, including a summary
of significant accounting policies and other explanatory information, and we state that we have obtained
all the information and explanations which, to the best of our knowledge and belief, were necessary for

the purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us, the
statement of financial position, statement of profit or loss and other comprehensive income, the
statement of cash flows and the statement of changes in equity together with the notes forming part
thereof conform with the accounting and reporting standards as applicable in Pakistan and give the
information required by the Companies Act, 2017 (XIX of 2017), in the manner so required and
respectively give a true and fair view of the state of the Company's affairs as at 31 December 2022
and of the profit and other comprehensive income, the changes in cash flows and its equity for the

year then ended.

Basis for Opinion

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

our opinion.
Information Other than the Financial Statements and Auditors’ Report Thereon

Management is responsible for the other information. The other information comprises the information
included in the Director Report, but does not include the financial statements and our auditors’ report

thereon.

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

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material misstatement
of this other information, we are required to report that fact. We have nothing to report in this regard.

-
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Responsibilities of Management and Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with the accounting and reporting standards as applicable in Pakistan and the
requirements of Companies Act, 2017 (XIX of 2017) and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from material

misstatement, whether due to fraud or error.

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

Board of directors are responsible for overseeing the Company’s financial reporting process.

Auditors’ Responsibilities for the Audit of the Financial Statements

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

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

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

override of internal control.

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

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Company's ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditors’ report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Qur conclusions are based on the audit evidence obtained up to
the date of our auditors’ report. However, future events or conditions may cause the Company to

cease to continue as a going concern, ‘1/‘
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Evaluate the overall presentation, structure and content of the financial statements, including

the disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

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

Report on Other Legal and Regulatory Requirements

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

a)

b)

c)

d)

e)

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

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

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

no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIIl of 1980).

the Company was in compliance with the requirements of Section 78 of Securities Act, 2015 and
the relevant requirements of Securities Broker (Licensing and Operations) Regulations, 2016 as at
the date on which the statement of financial position was prepared.

The engagement partner on the audit resulting in this independent auditors’ report is Arslan Khalid.

£

e L

Chartered Accountants

Place: Karachi

Date: 11 April 2023

UDIN: AR2022101917QrUOIYJK

A member firm of Erpst & Young Global Limited




AL Habib Capital Markets (Private) Limited

Statement of Financial Position
As at 31 December 2022

ASSETS
Non-Current Assets

Property and equipment

Intangible assets »
Long term loans, advances and deposits
Deferred taxation - net

Current Assets

Short term investments
Trade receivables

Loans and advances
Deposits and prepayments
Other receivable

Taxation - net

Cash and bank balances

Total Assets

Total comprehensive (loss) / income for the year

Share capital and reserves
Authorised capital

Note

No g

10.
11s
12.
24.
13.

50,000,000 (31 Dec 2021: 50,000,000) ordinary shares of Rs. 10 each 14.1

Issued, subscribed and paid-up capital

Capital Reserve

Unrealised (loss) / gain on re-measurement of investments

Revenue Reserve
Un-appropriated profit

Current Liabilities

Short term financing
Trade and other payables
Accrued liabilities

Contingencies and commitments

Total equity and liabilities

The annexed notes from 1 to 33 form an integral part of these financial statements.
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14.2

15.

16.
e
18.

19.

31 December

31 December

2022 2021
----------------- ({1711 J——

5,313,270 6,974,606
2,762,498 2,648,995
10,696,805 10,236,602
947,663 3,926,574
19,720,236 23,786,777
251,341,654 191,597,630
299,311,416 505,504,809
421,887 373,030
80,343,050 191,843,050
4,162,064 2,832,563
31,860,750 23,913,683
157,002,085 149,160,138
824,442,906  1,065,224,903
844,163,142 _1,089,011.680

500,000,000

500,000,000

300,000,000

(44,180,944)

300,000,000

(12,935,003)

82,457,713 85,807,308
338,276,769 372,872,305
267,005,688 464,009,043
234,069,815 239,903,830

4,810,870 12,226,502
505,886,373 716,139,375

844,163,142

1,089,011,680

Chief Executive




AL Habib Capital Markets (Private) Limited I
Statement of Profit or Loss
For the year ended 31 December 2022 |

31 December 31 December

Note 2022 2021

et el ( 241 ] ¢[:T-1-) [T —
INCOME
Operating revenue - net = 20. 70,467,858 126,345,377
Capital gain on sale of investments-net 9,306,420 14,801,486
Un-realised loss on remeasurement of equity securities 8.2, - (4,708,404)

at fair value through profit or loss-net
Margin finance system income 10,770,378 11,173,666
Margin trading system income 26,262,041 1,673,612
Other income 21. 64,272,500 43,379,504
181,079,197 192,665,241

EXPENSES
Administrative expenses 22. (117,120,169) (110,883,603)
Provision for Workers' Welfare Fund (123,292) (1,133,625)
Finance cost 23. (62,781,735) (23,966,792)

(180,025,196)

(135,984,020)

PROFIT BEFORE TAXATION 1,054,001 56,681,221
Taxation
- Current (3,233,773) (17,485,964)
- Deferred 24, (536,526) 851,257
- Prior year (558,777) 1,425,306
(4,329,076) (15,209,401)
(LOSS)/ PROFIT AFTER TAXATION (3,275,075) 41,471,820
Farnings per share - basic and diluted 25. {0.109) 1.382

The annexed notes from 1 to 33 form an integral part of these ‘financial statements.

fan
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AL Habib Capital Markets (Private) Limited
Statement of Comprehensive Income
For the year ended 31 December 2022

31 December 31 December

2022 2021
--------------- (34170 1-T- 1) E—

{Loss)/Profit for the year (3,275,075) 41,471,820
Other comprehensive income:
ltems that will not be reclassified to statement of profit or loss in subseuent periods
Unrealised diminution in the value of FVOCI investments (31,245,941) (13,215,496)
Realised loss upon sale of investment (74,520) (2,201,315)

(31,320,461) (15,416,811)
Total comprehensive (loss) / income for the year (34,595,536) 26,055,009

The annexed notes from 1 to 33 form an integral part of these financial statements.

LA~
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AL Habib Capital Markets (Private) Limited
Statement of Cash Flows
For the year ended 31 December 2022

31 December

31 December

Note 2022 2021
mememammmmees (RUPEES) ~-mcmmmmememaenan
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation 1,054,001 56,681,221
Adjustment for: :
Depreciation of property and equipment 22. 2,001,106 2,225,853
Amortisation of intangible assets 22. 136,497 275,077
Un-realised loss on remeasurement of equity securities at FVTPL - 4,708,404
Capital gain on sale of investments at FVTPL (9,306,420) (14,801,486)
Finance cost 23. 62,781,736 23,966,792
Amortisation of Pakistan Investment Bonds (5,745,873) (5,950,643)
Provision for WWF 123,292 1,133,625
Provision for employee compensaied absences 90,493 447 146
Musharaka lease rental expense 3,342,708 1,430,781
Gain on disposal of property and equipment 271 (3,385,631) (6,633,245)
Reversal of provision (4,411,677) =
45,626,231 6,802,304
Operating income before working capital changes 46,680,232 63,483,525
Total comprehensive (loss) / income for the year
(Increase) / decrease in current assets
Trade receivables 206,193,393 (219,055,156)
Loans and advances (48,857) (129,818)
Deposits and prepayments 111,500,000 (90,843,050)
Other receivable (1,329,501) 3,025,149
316,315,035 (307,002,875)
362,995,267 (243,519,350)
Increase / (decrease) in current liabilities
Trade and other payables (15,047,453) (353,381,852)
Accrued liabilities (3,094,447) 3,832,606
(18,141,900) (349,549,246)
Net cash (used in) / generated from operations 344,853,367 (593,068,596)
Long term loans, advances and deposits (460,203) (8,781,645)
Payment for employee compensated absenses (47,0086) (187,374)
Finance cost paid (53,676,925) (20,197,568)
Taxes paid (11,739,618) (10,310,925)
(65,923,752) (39,477,512)
‘Iet cash (used in) / generated from operating activities 278,929,615 (632,546,108)
CASH FLOWS FROM INVESTING ACTIVITIES
Investments made during the year (1,452,997,790) (811,0860,255)
Proceeds from disposal of investments 1,379,460,324 872,990,166
Proceeds from disposal of vehicles 4,115,000 6,636,787
Purchase of property and equipment 4, (1,069,139) (1,461,578)
Purchase of intangible assets b (250,000) (75,000)
Net cash generated from investing activities (70,741,605} 67,030,120
CASH FLOWS FROM FINANCING ACTIVITIES
Payments for musharaka lease rentals (3,342,708) (1,430,781)
Net cash used in financing activities (3,342,708) (1,430,781)
Net increase / (decrease) in cash and cash equivalents during the year 204,845,302 (566,946,769)
Cash and cash equivalents at beginning of the year (314,848,905) 252,097 864

Cash and cash equivalents at end of the year

13.1 (110,003,603) (314,848,905)

The annexed notes from 1 to 33 form an integral part of these financial statements.
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AL Habib Capital Markets (Private) Limited
Statement of Changes in Equity
For the year ended 31 December 2022

Balance as at 1 January 2021
Total comprehensive income for the year

Profit for the year ended 31 December 2021
Other comprehensive loss unrealised and realised
Total comprehensive income for the

year ended 31 December 2021

Reclassification of revaluation loss on
investments at FVOCI upon de-recognition 8.4

Balance as at 31 December 2021
Total comprehensive income for the year

Loss for the year ended 31 December 2022

Other comprehensive loss unrealised and realised
Total comprehensive income for the

year ended 31 December 2022

Reclassification of revaluation loss on 8.4
investments at FVOC]| upon de-recognition

Balance as at 31 December 2022

Capital Revenue Reserve
Reserve
lssued, Unre:lI:s:ad gain
subscribed ) Un-appropriated
and paid-up r':easurement Profit Total
capital of investments
(Note 15)
(Rupees)
300,000,000 280,493 46,536,803 346,817,296
- - 41,471,820 41,471,820
- (15,416,811) - (15,416,811)
- (15,416,811) 41,471,820 26,055,009
- 2,201,315 (2,201,315) -
300,000,000 (12,935,003) 85,807,308 372,872,305
- - (3,275,075) (3,275,075)
- (31,320,461) - (31,320,461)
- (31,320,461) (3,275,075) (34,595,536)
- 74,520 (74,520) -

1he annexed notes from 1 to 33 form an integral part of these financial statements.

S

300,000,000 (44,180,944) 82,457,713

338,276,769

Chijef Executive




AL Habib Capital Markets (Private) Limited
Notes to the Financial Statements
For the year ended 31 December 2022

2.1

2.2

2.3

2.4

LEGAL STATUS AND NATURE OF BUSINESS

AL Habib Capital Markets (Private) Limited ("the Company") was incorporated in Pakistan on 23 August 2005
as a private limited company under the Companies Act, 2017 (previously Companies Ordinance, 1984) and
started operations from 14 December 2005. The Company is a subsidiary of Bank AL Habib Limited (the
Holding Company) which holds 66.67% of shares of the Company. The registered office of the Company is
located at Technocity, Hasrat Mohani Road, Karachi, Pakistan. Also, the Company owns room no.16 at
Pakistan Stock Exchange Building, Karachi. The Company holds a Trading Right Entitlement (TRE) Certificate
from Pakistan Stock Exchange Limited - PSX and is principally engaged in the business of stocks broking.
Other activities includes investment in a mix of listed and unlisted equity securities, economic research and
advisory services.

BASIS OF PREPARATION
Statement of compliance

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

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

- the Islamic Financial Accounting Standards (IFASs) issued by the Institute of Chartered Accountants of
Pakistan; and

- Provisions of and directives issued under the Companies Act, 2017.

Where the provisions of and directives issued under the Companies Act, 2017 and the Islamic Financial
Accounting Standards (IFASSs) differ with the requirements of IFRS Standards, the provisions of and directives

issued under the Companies Act, 2017 and Islamic Financial Accounting Standards (IFASs) have been
followed.

Basis of measurement

These financial statements have been prepared under the historical cost convention except for investments
that are carried at fair value.

Functional and presentation currency

These financial statements are presented in Pakistani Rupees, which is also the functional currency of the
Company and have been rounded off to the nearest Rupee,

Standards, interpretations and amendments to published accounting and reporting standards that are
not yet effective:

The following standards, amendments and interpretations with respect to the approved accounting standards

as-applicable in Pakistan would be effective from the dates mentioned below against the respective standard
or interpretation:

I~
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i AL Habib Capital Markets (Private) Limited

Standards, interpretations and amendments Effective date

Property, Plant and Equipment: Proceeds before Intended Use —

- Amendments to IAS 16 01 January 2022
Onerous Contracts — Costs of Fulfilling a Contract — Amendments to IAS 37 01 January 2022
Classiﬁcatfon of liabilities as current or non-current - Amendment to IAS 1 01 January 2023
Sale or Contribution of Assets between an Investor and its Associate

or Joint Venture - Amendment to IFRS 10 and IAS 28 Not yet finalized
Definition of Accounting Estimates - Amendments to IAS 8 01 January 2023
Disclosure of Accounting Policies - Amendments to IAS 1 and IFRS

Practice Statement 2 = ' 01 January 2023
Deferred Tax related to Assets and Liabilities arising from a Single

Transaction — Amendments to IAS 12 01 January 2023

IFRS 17 - Insurance Contracts 01 January 2023

IFRS 3 - Reference o the Concepiual Framework (Amendments) 01 January 2022
IFRS 9 Financial Instruments — Fees in tha "0 per cent tesl for
deracognition of financial liabilities 01 January 2022

The above standards and amendments -
statements.

Further, following new standards have been issued by IASE which are yet to be notified by the SEGP for the purpose of
applicability in Pakistan,

IASB Effective date
{annual periods

Standards beginning on or after)

IFRS 1 - First-time Adoption of International Financial Reporiing Standards 01 July 2009

Use of estimates and judgments

The estimates and underlying ass tmptions are reviewed on an ongoing basis. Revisions to accounting
estimales are recognized in the period in which the estimates are revised if the revision affects only that period,
orin the period of the revision and fulure periods if the revision affects both current and future periods.

The estimates and judgments that have a significant effect on the financial statements are in respect of the
following:

- Useful lives and impairment of Property and equipment (Note 3.2 and 4)
- Useful lives and impairment of intangible assets (Note 3.4 and 5)

- Classification and valuation of investments (Note 3.1 and 8)

- Provision against trade receivables and other financial assets (Note 3.1)
- Staff retirement benefits (Note 3.8) :
- Current and deferred taxation (Note 3.7, 7 and 24)
- Contingent liabilities (Note 3.13 and 19)

4
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§ AL Habib Capital Markets (Private) Limited

SUMMARY OF 'SIGNIFICANT ACCOUNTING POLICIES

;Cl‘a_‘s'si[icétion and measurement of financial agsets j,and fi_r'}'ancial liabilities

r ¥ i ; b £ J [ ' gy R ; i 3
IFRS 9 contains three principal classification categories, for, nngncua[ assets: measured at amorhsed cost, fair
value through other coﬁ\p‘r‘ehen'sivqe income (FVOCI) and fair value through profit or loss (FVTPL)." .

Business model assessment R gty L } ‘ ) ' ‘
' The Company determines its business model at the level that best reflects how it manages groups of financial

assets to achieve its business objective, ¢ :

The C.O'm,pariy‘.sfbu's‘linélss.n-iodel is not éésésée.d on an instrument-by-instrument basis, but at a higher level of
- aggregat‘ed' portfolios and is based pn‘obss?,rvable.faotors such as: :

'-. The. objectives for fhé"p.odgblib,: in !pagticuia"r, whether m_énag_ement's strategy focuses. on eaming

contractual revenue, maintaining @ particular interest. rate profile, matching the duration of the financial
assets to the duration of the liabilities that are funding those assets or realizing cash flows through the sale
of the assets;’ S A T5MT o —

- How'the performance of the business model and the financial. assets held within that business model are
evaluated and reported to the entity's key 'management personnel,

- The risks that affect the ‘performance of the business model (and the financial assets held within that
business model) and, in particular, the way those risks are managed: and .

- How managers of the business arefcr‘:mr‘)gnsated (for example, whether the compensation is based on the

‘ fair value of the assets managed or-on the contractual cash flows collected).

The business model assessment is based on reasonably expected scenarios without taking 'worst case' or
‘'stress case’ scenarios into account. Jf cash flows after initial recognition are realised in a way that is different
from the Company's original expectations, the Company does not change the classification of the remaining
financial assets held in that business model, but incorporates such information when assessing newly
originated or newly purchased financial assets going forward. |

Assessments whether contractual cash flows are solely payments of principal and interest (SPPI)

As a second step of its classification process the Company assesses the contractual terms of financial to
identify whether they meet the SPPI test.

‘Principal’ for the purpose of this tesf is defined as the fair value of the financial asset at initial recognition and
may change over the life of the financial asset (for example, if there are repayments of principal or
amortisation of the premium/discount). i

The most significant é!ements ‘of interest within a lending arrangement are typically the consideration for the

time value of money and credit risk. To make the SPP] assessment, the Company applies judgement and

considers relevant factors such as:the currency in which the financial asset is denominated, and the period for
which the interest rate is set. . ' 1

Initial measurement

A financial asset is initially measured at faif value plus, for an item not at FVTPL, transaction costs that are
directly attributable to its acquisition, P

Subsequent measurement = '
The following accounting policies apply to the subsequlent measurement of financial assets:

Financial assets at FVTPL by These assets are subsequently measured at fair value. Net gains and

losses, including any interest or dividend income, are recognised in
profit or loss. ) '

Financial assets at - These assets are subséquently measured at amortised cost using the
amortised cost ] effective interest method. The amortised cost is reduced by impairment

- losses. Interest income, foreign exchange gains and losses and
impairment are recognised in profit or loss.

I
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9 AL Habib Capital Markets (Private) Limited

Debt investments at FVOC] These assels are subsequently measured at fair value. Interest income
; g calculated using the effective interest method, foreign exchange gains
and iosses and impairment are recognised ‘in profit or loss. Other net
gains and losses are recognised in Other Comrehensive Income (OCI).
On derecognition, gains and losses accumulated in OCI are
reclassified to profit or loss.

Equity. investments at These assets are subsequently measured at fair value. Net gains and
FVTPL / . losses, including dividend income, are recognised in profit or loss,

Equity investments at 7 These assets are subsequently measured at fair value. Dividends are
FVOCI | recognised as income in profit or loss. Other net gains and losses are

w | recognised in OCI and are never reclassified to profit or loss. On
derecognition, gains and lossess accumulated in capital reserves are
reclassified to Un-appropriated profit.

Impairment ] [ !
IFRS 9 replaces the ‘incurred loss" model in IAS 39 with an ‘expected credit loss’ (ECL) model. IFRS 9

takes into account the net exposure for each client after considering credit loss mitigates such as market
value of liquid securities held and client deposits to determine the net exposure subject to ECL.

Financial instruments - récognition and derecognition

All financial assets and financial liabilities are recognised at the time when the Company becomes a party to
the contractual provisions of the instrument. Financial assets are derecognised when the Company loses

they are extinguished, that is, when the obligation specified in the contract is discharged, cancelled, or
expired. Any gain or loss on derecognition of the financial assets and financial liabilities is taken to statement
of profit-or loss, unless it is equity investme_nt classified at FVOCI. -

Off-setting of financial assets and financial l‘iabilities
Financial assets and financial liabilities are off set and the net amount is reported in the balance sheet if the
Company has a legally enforceable right to set-off the transaction and also intends either to seftle on a net

Property and equipment

These are stated at cost less accumulated depreciation and accumulated impairment, if any.

Depreciation is charged applying the straight line method at the rates specified in note 4 to these financial
statements which are considered appropriate to write off the cost of the assets over their useful economic

Proportionate depreciation is charged in respect of additions and disposals made during the year. The assets'
residual values and useful lives are reviewed, and adjusted.if appropriate, at each reporting date.

Maintenance and normal repairs are charged to statement of profit or loss. Major renewals and improvements
are capitalized. et - . .

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

M
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10 AL Habib Capital Markets (Private) Limited

Musharakah agreements

The Company accounts for ass'ets under Musharakah arrangements in accordance wilth IFAS-2 'Musharakah
whereby periodic Musharakah payments for such assets are recognized as an expense in the statement of profi
and loss on straight line basis over the Musharakah term.

Intangible assets .

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

Computer software and website developed are recognized in the financial statements, if and only if, it is
probable that future economic ber®fits that are attributable to the assets will flow to the Company; and the cost

Details of the basis of valuation of the Trading Right Entitlement (TRE) Certificate is given in note 5 to these
financial statements. |

Revenue recognition

Brokerage and Fee revenue

the company expects to be entitled in exchange for providing the serviges.

The performance obligations, as Well as th
inception of the contract. The com
obligations.

e timing of their satisfaction, are identified, and determined, at the
pany's revenue contract do not typically include muitiple performance

When the company provides a service t
immediately upon the satisfaction of a servi
a service provided over time.

o'its customers, considerations is invoiced and generally due
ce provided at a point in time or at the end of the contract period for

The Company has generally concluded that it's the principal in its revenue arrangements because it typically
controls the services before transferring them to the customer.
Fee and commission income from

providing services where performance obligations are satisfied at a
point in time

Services provided where the Company's performance obligations are satisfied at a point in time are recognised
once control of the services is transferred to the customer. This i

The Company typically has a single performance obligation with res

pect to these services, which is to
successfully complete the transaction specified in the contract.

th
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11 AL Habib Capital Markets (Private) Limited

Interest income on Margin Trading System (MTS) and Margin Financing System (MFS)

- In MTS, an investor can buy MTS eligible securities having a part percentage of funds available of the total
value of MTS eligible securities bought. An investor may buy a number of MTS eligible securities while
having only a fixed percentage of funds available. The remaining amount is financed or leveraged by the
Brokerage firm. The percentage of funds required for MTS is defined by the Brokerage firm which shall not
be less than 15% of the total value of MTS eligible securities purchased or VAR (Value at Risk - A
percentage number signifying the decline in the value of an asset class in a particular period of time). A

mark-up rate of not more than Kibor plus 8% is charged against the leveraged securities held under MTS.
Margin Trading Contracts are settled in T plus 2 days.

- In MFS, a facility is made available to all Members against net ready market purchases of their clients and
proprietary positions. MFS can be obtained as per agreed Financier Participation Ratio (FPR). However,
minimum of 25% of total value of MFS eligible securities or VAR whichever is higher should be contributed
by Financee. Financing terms and conditions are pre-determined by Margin Financee and Margin
Financier. National Clearing Company of Pakistan Limited (NCCPL) provides a system to MFS Participants
for recording and settlement of MFS Transactions. Margin Financing facility is made available only in MFS

- Interest income on MTS and MFS is recognized on un release position on accrual basis.

Other income

- Other income is recognised to the extent it is probable that the economic benefits will flow to the Company

and amount can be measured reliably. Other income is measured at the fair value of the consideration
received or receivable and is recognised on accrual basis.

Taxation

Current

The charge for taxation is based on taxable income at the current rate of tax after taking into account applicable
tax credits, rebates and exemptions available, if any, in accordance with Income Tax Ordinance, 2001.

Deferred

Deferred tax is recognized using the balance sheet liability method in respect of all temporary differences
arising from differences between the carrying amount of assets and liabilities in the financial statements and

Deferred tax, if any,

on revaluation of investments is recognised as an adjustment to surplus / deficit arising on
revaluation.

Staff retirement benefits
Defined contribution plan

The Company provides provident fund benefits to all its permanent employees. Equal contributions are made,

both by the Company and the employees, at the rate of 10% of basic salary and the same is charged to the
statement of profit or loss.

Employee compensated absences

Employee entitlements to annual leaves
for the estimated liability for annual leav
date,

are recognised when they accrue to employees. A provision is made
€s as a result of services rendered by employees upto the reporting

h
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Cash and cash equivalents

Cash in hand and at banks is carried at amortised cost. For the purposes of statement of.cash flows, cash and
ash equivalents comprises of cash in hand, bank balances, short term financing which are repqyable on
demand and other short term highly liquid investments with original maturities of three months or less, if any.

Foreign currency transactions

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

When some or all of the economic benefits required to settle a provision are expected to be recovered from a

third party, the receivable is recognised as an asset if it js virtually certain that reimbursement will be received
and the amount of the receivable can be measured reliably.

As the actual outflows can differ from estimates made for provisions due to changes in laws, regulations, public
expectations, technology, prices and conditions, and can take place many years in the future, the carrying
amounts of provisions are reviewed at each reporting date and adjusted to take account of such changes. Any
adjustments to the amount of previously recognised provision is recognised in the statement of profit or loss
unless the provision was originally recognised as part of cost of an asset.

Trade and other payables

Trade and other payables are measured at amortised cost,

Contingent liabilities

A contingent liability is disclosed when the Company has a possible obligation as a result of past events, whose
existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain future events
not wholly within the control of the Company; or the Company has a present legal or constructive obligation that

arises from past events, but it is not probable that an outflow of resources embodying economic benefits will be
required to settle the obligation, or the amount of the obligation cannot be measured with sufficient reliability.

Ha
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PROPERTY AND EQUIPMENT

AL Habib Capital Markets (Private) Limited

31 December 2022

Cost Accur d depreciation Written down Rate of
Note As at 01 Additions Dispaosals As at 31 As at 01 Charge for  Disposals As at 31 As at 31 depreciation per
January December January the period December December annum
2022 2022 2022 2022 2022
' (Rup ) % I
Room and boolhs 14,500,000 - - 14,500,000 11,600,013 725,004 - 12,325,017 2,174,983 5
Motor vehicles 3,940,300 160,100 (1,809,500) 2,290,900 2,372,368 481,100 (1,121,058) 1,742,410 548,490 20
Furnilure and fixlures 2,435,282 208,499 i - 2,643,781 1,998,426 79,519 - 2,077,945 565,836 10
Offica aquipment 7,626,131 486,000 (35,000) 8,087,131 6,269,846 438,417 (6,417) 6,701,846 1,385,285 20
Computer equipment 6,596,033 204,540 (56,970) 6,743,603 5,882,487 267,066 (44,6286) 6,104,927 638,676 20
35,097,746 1,069,139 1,901,470 34,265,415 28,123,140 2,001,106 {1,172,101) 28,852,145 5,313,270
-Ll:..sgl_. —_—t e, ) 2,001,
31 December 2021
Cost Accumulated depreciation Written down Rate of
Note As at 01 Additions Disposals As at 31 As at 01 Charge for  Disposals As at 31 As at 31 depreciation per
January December January the year December Decembar annum
2021 2021 2021 2021 2021

Tolal comprehensive (loss) / income for ---. {Rupees) ---mm. %
Room and booths 14,500,000 - - 14,500,000 10,875,009 726,004 - 11,600,013 2,899,987 5
Motor vehicles 4,340,970 300,200 (700,870) 3,940,300 2,189,675 790,083 (60?‘370} 2,372,368 1,567,932 20
Furniture and fixtures 2,435,282 - - 2,435,282 1,924 832 73,594 - 1,998, 426 436,856 10
Offica equipment 7,263,395 466,540 (103,804) 7,626,131 5,912,454 410,655 (53,263) 6,269,846 1,356,285 20
Compuler aquipment 5,901,195 694,838 - 6,596,033 5,655,950 226,537 - 5,882 487 713,546 20

34,440,842 1,461,578 (804 674) _ 35,097,746 26,557,920 2,225 853 (680, 6332 28,123,140 6,974,606
e e OO
4.1 The cost of fully deprecialed assels as af 31 December 2022 is Rs, 13,158 million (31 Dec 2021: Rs. 12,657 million).
5. INTANGIBLE ASSETS 31 December 2022
Cost Accumulated amortisation / Impairment Written down Rate of
Thaattl A e——————— =1 EOWR
Nofe As at 01 Additions Disposal/ As at 31 As at 01 Charge for  Disposal/ Asat3 As at 31 amortisation per
January Wrlte off December January the period Write off D k D
2022 2022 2022 2022 2022
= - (Rupees) = %
Websile 275,000 - - 275,000 229,171 45,829 - 275,000 - 50
Computer soflware 5,167,499 250,000 - 5,417,499 5,064,333 90,668 - 5,155,009 262,498 50
Trading Right Entitlement
(TRE) Cerlificate 52 2,500,000 - - 2,500,000 - - - - 2,500,000 -
7!9425459 ZSDIOUO - 8,192,499 5,293,504 136,497 - 5l430|001 2!762 498
31 December 2021
Cost Accumulated amortisation [ impalrment Written down Rate of
As at 01 Additlons Disposal/ As at 31 As at 01 Charge for Disposal/ As at 31 As at 31 amortisation per
January Write off December January the year Write off December December annum
2021 2021 2021 2021 2021
- (Rupees) - %
Websile 275,000 - - 275,000 179,167 50,004 - 229171 45,829 50
Compuler software 5,092,499 75,000 - 5,167,499 4,839,260 225,073 - 5,064,333 103,166 50
Trading Right Entillement
(TRE) Cerlificale 2,500,000 - - 2,500,000 - - - - 2,500,000 -
e =
7,867,499 75,000 - 7,942 499 5,018,427 275,077 - 5,293,504 2,648,995
—_—t il

5.1 The cost of fully amortized intangible assets as at 31 December 2022 is Rs. 5.367 million (31 Dec 2021: Rs. 5.054 million).

6.2 This represents TRE Cerlificale acquired on surrender of Slock Exchange Membership Card.

5.21 PSX vide nolice no, PSX/N-71 78, daled 10 Novembar 2017, has revised the noliona value of TRE Certificate from Rs. 5 million 1o Rs, 2.5 million. According to the Stock Exchange
(Corporalisation, Demulualization and Integration) Act 2012, the TRE Cerlificate may only be transferred oncs lo a cempany inlending to carry out shares brokerage business in the manner
to be prescribed.

53

As per the requiremenl of fith scheduls to the Companies Acl, 2017, since the aggregate book value of asssts disposed off exceed five hundred thousand Tupees, hence disclosure of

disposal for each assst is presented as follows;

slno

Particulars of

Description Cost Accumulated Depreciation Book Value Sale Proceeds Gain /(loss) Mode of Disposai Purchasers

----- v (D- P ) =

1 Motor Viehicle 244,700 244,700 - 2,353,000 2,353,000 Bidding Mr.Musaib Haider

2 Molor Vehicle 1,414,700 848,840 565,860 1,560,000 994,140 Bidding Mr. Sajjad

3 Motar Bikes 150,100 27,518 122,582 135,000 12,418 Insurance Claim Habib Insurance

4 Mobile 35,000 6,417 28,583 31,000 2417 Insurance Claim Habib Insurance

5 Laplop 56,970 44,626 12,344 36,000 23,656 Insurance Claim Habib Insurance
—1.801.470 1.172.101 _729.369 4115000 _ 3.386631

{ A




14 AL Habib Capital Markets (Private) Limited

Note 31 December 31 December
2022 2021
6. LONG TERM LOANS, ADVANCES AND DEPOSITS e L
Loan & Advances
- Loan to employees - secured 6.1 - 43,457
Security deposits
- National Clearing Company of Pakistan Limited 1,400,000 1,400,000
- Others 11,500 11,500
-Deposits in respect of Musharakah financing for vehicles 9,285,305 8,781,645
10,696,805 10,236,602
6.1 This represents personal loans carryingsmark-up rate of 11% (31 December 2021: 8.0%) per annum provided to employees who
have completed at least one year of service with the Company. These are recoverable over a period of three years and are
secured against retirement benefit payable to respective employees.
7. DEFERRED TAXATION - NET
Deferred tax (liabilities) / assets comprises of temporary differences in respect of the following:
Balance at Recognized Recognized Balance at Recognized Recognized Balance at
Total comprehensive (loss) / incom 01 January in profit in OCl 31 December in profit in OCI 31 December
2021 or loss 2021 and loss 2022
Deferred tax assets arising (Rupees)
in respect of:
Inlangible assets 741,992 (799) - 741,193 (113,153) - 628,040
Provision for compensated
absences 483,377 78,917 - 562,294 19,643 - 581,937
Tax losses - - - “ . - s
Un-realised loss on - 540,741 - 540,741 (540,741) - -
investment - FVTPL
Un-realised loss on
investment - FVOCI (258,458) - 2,700,843 2,442,385 . (2,442,385) -
Less: Deferred tax liabilities
arising in respect of:
Accelerated tax depreciation
allowance (692,437) 232,398 - {360,039) 97,725 - (262,314)
Net deferred tax asset 374,474 851,257 2,700,843 3,926,574 (536!5263 !g!442 pggg 247!263
7.1 The deferred tax assets recognized in the financial statements represents the management's best estimate of the tax benefit which is expected o be
realized in future years.
7.2 Un-recognized deferred tax asset as at 31 December 2022 amounted to Rs. 5.035 million,
Note 31 December 31 December
8. SHORT TERM INVESTMENTS 2022 2021
wemmeaseenaase {217 T-T-T) R—
Listed shares designated at fair valye through OC| 81,838&84 66,786,660 86,669,108
Listed shares designated at fair value through Profit or Loss 8.2 - 33,393,380
Pakistan Investment Bonds - debt instrument designated at fair value through OC| 85 153,338,851 71,535,142
Money Market Fund 31,216,143

251,341,654 191,597,630
e el

{~r




15 AL Habib Capital Markets (Private) Limited

8.1  EQUITY INSTRUMENTS DESIGNATED AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

31 December 31 December 31 December

31 December

Dividend earned
for the year

2022 2021 2022 2021 ended
=== (Number of shares) -----. Name of investee Carrying Market Market 31 December
amount value value 2022
(Rupees)
285,000 283,608 The Hub Power Company Limited 24,379,289 17,977,800 20,331,900 2,014,000
177,000 176,778  Pakistan Petroleum Limiled 21,445,995 12,060,780 13,990,080 354,000
87,000 87,000 Habib Bank Limited 14,674,105 5,544,510 10,145,940 652,500
1,902,953 1,902,953  Pakistan Stock Exchange Limited 21,935,494 15,375,860 26,165,604 -

11,250 9,000  Attock Petroleum Limited 4,617,590 3,259,238 2,826,000 405,000
35,200 35,200  Engro Corporalion Limited 10,075,009 9,222,752 9,589,184 1,196,800
42,000 42,000 Qi & Gas Development Company 6,266,853 3,345,720 3,620,400 304,500
2,540,403 2,536,540 - 103,394,335 66,786,660 86,669,108 4,926,800

Book Value as of 31 December 2022
Unrealized loss on re-measurement
as of 31 December 2022

Carrying value as of 31 December 2022

103,394,335

(36,607,675)
66,786,660

8.2. EQUITY INSTRUMENTS DESIGNATED AT FAIR VALUE THROUGH PROFIT OR LOSS

31 December 31 December 31 December

2022 2024 2022

31 December

Dividend earned
for the year

2021 ended
-===== {Number of shares) -----. Name of investee Carrying Market Market 31 December
amount value value 2022
(Rupees)
- 500,000  Sui Southern Gas Company Limited - - 4,645,000 -
- 306,000 Samba Bank Limited . - 3,809,700 -
- 5,174,000  JS Bank Limited - - 24,938,680 -
_— - _5980,000_ - £ 33,393 380 2

8.3 1,902,953 shares of Pakistan Stock Exchange Ltd (PSX), 11,250 shares of Atlock Petroleum Limited (APL), 76,778 shares

of Pakistan Petroleum Ltd (PPL),

30,200 shares of Engro Corporation Limited ,27,000 shares of Qil & Gas Development Company Limited 15,000 shares of Habib Bank Limited as disclosed

in nole 8.1, are pledged against Base Minimum Capital (BMC). Refer note number 30.1.

8.4  The Company has disposed of equily securities classified at fair value through other com
amounting to Rs. 0.000074 million (31 December 2021: Rs. 2.201 million).

8.5  Pakistan Investment Bonds (PIBs)

During the year Company made further investment in Pakistan Investment Bonds (PIBs) having face value of Rs
been matured. These new PIBs will mature on 29 April 2027 and carry an effeclive yield of 12.6918% and 1

having face value of Rs,75 million will mature on 12 July 2023.This PIB carries an effective yield of 13.71% per

TRADE RECEIVABLES

prehensive income during the year and recognised net loss

. 45 million and 60 million respectively, has

31 December

3.0407% respectively. and Remaining PIB
annum.

Note 31 December
2022 2021
R R (317111 e ———

From equity securities

Due from clients against trading of securities - secured 193,789,636 31,086,978
Due from clients against margin trading system (MTS) - secured 2,948 361,033,304
Due from clients against margin financing system (MFS) - secured 91,302,572 90,871,732
Due from National Clearing Company of Pakistan Limited (NCCPL) - secured 9.3 13,836,804 21,487,011
Due from clients against trading of securities - related parties ; ] = 379,456 1,025,784

299,311,416 505,504,809

LA




9.1 Trade receivables from related parties

Name of related party

16

AL Habib Capital Markets (Private) Limited

Bank AL Habib Limited

AL Habib Stock Fund

Habib Insurance Company Limited
Habib Sugar Mills Limited

First Habib Asset Allocation Fund
AL Habib Islamic Stock Fund

First Habib Islamic Income Fund
AL Habib Islamic Pension Fund

Tota Name of related party

Bank AL Habib Limited

AL Habib Stock Fund

Habib Sugar Mills Limited

First Habib Asset Allocation Fund
AL Habib Islamic Stock Fund
First Habib Islamic Income Fund
AL Habib Islamic Pension Fund

9.2

9.3

9.4 Aging analysis

The aging analysis of the lrade receivables relating

Less than or equal to 5 days

R | of Maximum
eversal o
Provision for i amount
Gross Past due l;::btful pr?wsl;ofnlof Avrv':-(')(;‘:;: gffe Nat:lr;;ount outstanding at
9. Iy ]
amount due amount Fosalinbige « 01-1 lli-ll 0 any time
rocpvanies during the year
(Rupees)
79,06_1 - - - - 79,061 396,782
119,578 - - - - 119,578 158,608
- s - = - - 23,637,642
63,984 - - - - 63,984 10,402,202
53,963 - - - - 53,963 77,043
60,370 - - - = 60,370 83,837
- - 114,499
2,500 = 2,500 4,074,947
379,456 - - - - 379,456
Not yet due Upto 3 Jtos 6 months to 1 More than 1 Total gross
months months vear vear amount due
(Rupees)
- 79,061 - - - 79,061
- 119,578 - - - 119,578
- - 7,000 56,984 - 63,984
- 53,963 - - - 53,963
- 60,370 - - - 60,370
- 2,500 = E - 2,500
- 315472 7.000 56.984 - 379,456

This shows trade receivables in respect of two déys trading T+2 seltlem
and Rs.1.587 million respectively (31 December 2021: Rs. 18.067 millio

ent, future contracts and MTS tradin
N, Rs. 2.978 million & 0.441 million).

The value of marketable securities held against trade receivables by the Company amounted to Rs. 2,785.369 million out of which Rs.101.884
million and Rs.nil belongs to MFS and MTS respeclively. (31 December 2021: Rs, 2,338.760 million, MTS: 317.320 million MFS: 102.842

million),

g of Rs. 11.602 million, Rs. 0.646 million

to purchase of shares and brokerage commission on equity shares is as follows:

31 December 2022

More than 5 days but not more than 14 days

More than 14 days

Less than or equal to 5 days
More than 5 days but not more than 1
More than 14 days  «

Due from
Du.e frpm Du? from Due from clients Total amount
clients clients NCCPL against diis Custody value
against MTS  against MFS trading of :
securities
(Rupees)
2,948 10,005,597 13,836,804 141,923,210 165,768,559 406,626,402
- 30,265,414 - 6,580,440 36,845,854 71,389,096
- 51,031,561 - 45,665,442 96,697,003 2,307.353,963
2,948

91,302,572

13.836,804

194,169,092

/

31 December 2021

299,311,416

2,785,369 461

Due from
Due from Due from clients .
Due from % Total amount
clients clients NCCPL against At Custody value
against MTS against MFS trading of
sacurities
- (Rupees) ;
143,108,923 14,508,893 21,487,011 26,163,437 205,268,264 730,158,957
4 days 137,790,967 10,080,479 - 719,497 148,590,043 72,328,139
: 80,133,414 66,282,360 - 5,229,828 151,645,602 1,536,273,346
361,033,304 90,871,732 21,487,011 32,112,762 505,504,809 ' 2 338,760 442

/4
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Total number of clients' shares held in CDC sub account are 280,497,003 out of which 5,084,230 shares were pledged (31
Decembe'r 2021: 271,268,711 out of which 6,851 561 shares were pledged).

Total value of pledged units/ shares held with financial institution amounted to Rs. 31.272 million and on qlients' behalf amounted
to Rs. 405.589 million (31 December2021: Nil & Rs, 555.020 million).

LOANS AND ADVANCES e Note 31 December . 31 December
y 2022 2021
------------- ({3117 T-1°1 - [—
Loans to employees - secured : 6.1 33,254 108,057
Advances to employees - unsecured . i : 10.1 365,633 231,973
Advance for expenses to admin, contractors & suppliers 33,000 33,000
421,887 373,030

During the year, the Company provided advances to Key Executives amounting to Rs. 1,084,000( 31 Dec 2021: Rs. 1,155,000).
All advances are recoverable within a Tnaximum period of six months, These advances are interest free. At year end, amount of
advances to Key Execuitive is 0.195 million (31 December 2021: Rs. Nil).

DEPOSITS AND PREPAYMENTS ) Note 31 December 31 December
i 2022 2021
R (2 1] ]-1:1-) [N ——
Deposits
Exposure deposit with National Clearing Company of Pakistan Limited T4 80,343,050 191,843,050
80,343,050 191,843.050

This represents deposits held under the Nationél Clearing Company of Pakistan Limited exposure rules. These deposits carry
interest at the rate of 13.0% to 13.24% (31 December 2021: 5.16% 0 7.50%) per annum.

OTHER RECEIVABLE . Note 31 December 31 December
! ) 2022 2021
-------------- (2377 1-1-1. e———
Interest receivable on Pakistan Investment Bonds 3,869,694 2,810,959
Others 292.370 21,604
4,162,064 2,832,563
CASH AND BANK BALANCES
Cash in hand ; 830 46,740
Balances with banks in:
- Current accounts : ! 13:2 873,512 2,375,678
- Saving accounts 13.3,13.48& 135 156,127,743 146,737,720
157,001,255 149,113,398
—157.002,085 149,160,138

Cash and cash equivalents

Cash and cash equivalents and short term financing (used for cash management purposes) comprises of the following for the
purposes of statement of cashflows: ;

gl ‘ Note 31 December 31 December
2022 2021
B (111111 [—
Cash and bank balances 13.4 & 135 157,002,085 149,160,138
Short term financing : ¢ ) 16 (267,005,688) (464,009,043)
‘ (110,003,603) (314,848,905)

This includes bank balance held with Bank AL Falah' Limited amounting to Rs, 0.295 million (31 December 2021: Rs. 0.508
million) maintained on behalf of clients,

1

N~
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.This includes bank balances held with Bank AL Habib Limited (the Holding Company) amounting to Rs. 0.459 million (31

December 2021: Rs. 0.424 million) and carry interest ranging from 14.50% 1o 14.75% (31 December 2021: 7.25 % to 7.50%) per

annum.

This includes Rs.113.344 million and Rs, 5.034 million (31 December 2021: 80.842 million and Rs.4.307 million) held with Bank
AL Habib Limited conventional and islamic respectively (The Holding Company) maintained on behalf of clients and carry interest
for convetional ranging from 14.50% to 14.75% (31 December 2021: 7.25% to 7.5%) and for islamic carry interest ranging from
4.40% to 7.25%( 31 December 2021 4%).

This includes Rs.6.309 million and Rs. 30.795 million (31 December 2021: 0.862 million and Rs.59.300 million) held with UBL
Bank Limited and Askari Bank Limited maintained on behalf of clients and carry interest ranging from 14.50% to 14.75% (31
December 2021: 7.25% to 7.5%).

AUTHORISED, ISSUED, SUBSCRIBED AND PAID-UP CAPITAL

Authorised capital »
31 December 31 December 31 December 31 December
2022 2021 2022 2021
==-=-— (Number of shares) -------- B (A1) £ L= [
Ordinary shares of Rs.10/- each fully paid in cash
50,000,000 50,000,000 500,000,000 500,000,000

Issued, subscribed and paid-up capital

Ordinary shares of Rs.10/- each fully paid in cash
30,000,000 30,000,000 300,000,000 300,000,000

Pattern of shareholding

Categories of shareholders

Number of §
shisras Kold % of shares held
Bank AL Habib Limited (the Holding Company) 19,999,600 66.67%
Others 2,499,898 8.33%
Individuals ‘ 7,500,502 25%
' 30,000,000 100.00%

Capital Adequacy Level

In compliance with the CDC Regulation number 6.8 the Capital Adequacy Level (CAL) of the Company is calculated as follows:

Note 31 December 31 December
semremmnenne (RUPEES) -omrcemenens
Total Assets 14.4.1 844,163,142 1,089,011,680
Less: Total Liabilities (505,886,373) . (716,139,375)

Less: Revaluation Reserves (created upon revaluation of fixed assets)

338,276,768 372,872,305

2
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While determining the value of the total assets of the TRE Cerlificate Holder, notional vaiue of the TRE cleertif_icate held by AL
Habib Capital Markets (Pvt.) Limited as at 31 December, 2022 as determined by Pakistan Stock Exchange vide its notice PSX/N-
7178 dated November 10, 2017 has been considered. Refer note 5.2.1.

Unrealised (loss) / gain on re-measurement of investments designated at fair value through OCI

Note 31 December 31 December
2022 2021
mememmmmmemins (RUPEES) —mommmmmen
Listed shares (36,607,675) (16,799,752)
Pakistan Investment Bonds - (7,573,269) 1,422,364
(44,180,944) (15,377,388)
Related deferred tax asset / (liability) . - 2,442,385
(44,180,944) (12,935,003)
SHORT TERM FINANCING
Short term running finance - secured 16.1 267,005,688 464,009,043

customers and lien over shares listed at Pakistan Stock Exchange Limited, government and other securities. The facilities
obtained from Bank AL Habib Limited (the Holding company) carry mark-up rate at 3 month average KIBOR+1.0% to 2.0% (31
December 2021: 3 month average KIBOR+1% 1o 2%) and Bank Alfalah Limited carry mark-up rate at 3 month average
KIBOR+1.5% (31 December 2021: 3 month average KIBOR+1.5%)

TRADE AND OTHER PAYABLES

Note 31 December 31 December
2022 2021
el (A1 £ 1-T-1 ) [re—

Due to clients against trading of securities 17.1 214,174,798 230,416,913
Workers' Welfare Fund payable 2,467,951 2,344,657
Sales tax payable-net 1,770,390 711,810
Other liabilities 17.2 15,656,676 6,430,450

— 234,069,815 239,903,830

This includes trade payables of Rs.71.952 million (31 December 2021: Rs, 811) payable to related party.

This includes Accrued markup of Rs. 14.836 million (31 December 2021: Rs. 5.86 million) payable to related party.




20 AL Habib Capital Markets (Private) Limited

18. ACCRUED LIABILITIES 31 December 31 December
2022 2021
-------------- (Rupees) ~--memaeuec-
Accrued salaries payable - 7,684,559
Auditors Remuneration payable 532,000 466,850
Accrued Vehicle Running fuel & Repair 929 433,280 ;
Other Payable 4,277,941 3,641,813 {
4,810,870 12,226,502 ,
19, CONTINGENCIES AND COMMITMENTS ﬂ
|
19.1 Contingencies !
There are no contingencies as at 31 December 2022 (31 December 2021: Nil). l
19.2 Commitments 31 December 31 December 1
2022 2021
19.2.1 Commitments for rentals under Diminishing Musharaka finance: =~ ceeescceseaee (LTI ) J—
Within one year 1,806,973 1,850,301
After one year but not later than five years 8,425,731 9,906,201
10,232,704 11,756,502

19.2.2 The above commitment represent Musharakah (Islamic lease) agreement entered into with First Habib
Modaraba in respect of vehicles. Total Musharakah payments due under the agreements are Rs. 21.266
million. However advance payment of Rs. 8.506 million has already been paid and remaining dues will be
paid through monthly installments latest by June 10, 2026.

19.3  Future contracts against counter commitments

19.3.1 For sale of quoted securities under future contracts against counter commitments as at 31 December 2022 is
Rs. 28.753 million (31 December 2021: Rs. 42.212 million)

19.3.2 For purchase of quoted securities under future contracts against counter commitments as at 31 December
2022 is Rs. 30.331 million (31 December 2021: Rs. 19.536 million).

20. Operating Revenue - Note 31 December 31 December
2022 2021
el [ 111 +[=T-1 JR——
Brokerage revenue-net 20.1 67,958,785 125,336,555
Advisory Income 20.2 2,500,000 -
Shares Subscription Income 9,073 1,008,822
70,467,858 126,345,377
Brokerage revenue - gross 76,793,427 141,630,307
Less: Sales tax on services @ 13% (8,834,642) (16,293,752)
Net Revenue 20.1 67,958,785 125,336,555

20.1 Disaggregation of Revenue

As required for the financial statements, the Company disaggregated revenue recognised from contracts with
customers into categories that depict how the nature, amount, timing and uncertainty of revenue and cash
flows are affected by economic factors. In the following table, revenue is disaggregated by type of customers:

Note 31 December 31 December
2022 2021
a1 811 [ E—
Retail customers 29,344,376 68,725,910
Institutional customers 38,171,686 56,017,294
Proprietary trade 442,723 593,351
67,958,785 125,336,555

20.2  During the year the company entered into advisory services contract with Allied rental modarba regarding
buying of Allied Rental Modarba Certificates under scheme of arrangement.

I
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OTHER INCOME

Income from financial assets

Profit on PSX exposure

Interest on staff loans

Income from clients’' fund management
Interest earned on deposit accounts
Income from Government Securities
Dividend income

Income from non- financial assets

Gain on disposal of property and equipment
Income from Corporate briefing sessions (CBS

Reversal of provision against bonus
Other income

21
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Note

2

21.2

31 December

31 December

2022 2021

mmmemmmne- (RUpP@ES) omemmeee-..
7,093,356 6,161,193
7,564 12,440
18,563,455 7,285,429
180,682 171,975
16,742,110 14,430,234
10,918,397 8,134,988
53,505,564 36,196,259
3,385,631 6,633,245
1,325,000 550,000

4,411,677 -

1,644,628 =
10,766,936 7,183,245
64,272,500 43,379,504

This represents interest income earned on clients' funds as per PSX Rulebook 4.17.1(a).

ADMINISTRATIVE EXPENSES

Salaries and other benefits
Printing and stationery
Auditors' remuneration
Rent, rates and taxes
Vehicles running

Utilities

Legal and professional charges
Insurance

Newspapers and periodicals
Entertainment
Advertisement and business promotion
Computer expenses
Clearing house charges
Office security

Depreciation

Amortization

Repairs and maintenance
Conveyance and travelling
Communication

Fee and subscription

Lease rental of vehicles
Office supplies

Donations

Others

This includes the Company's contribution to the defined contributio

December 2021: Rs. 2.982 million).

Note 31 December 31 December

2022 2021
mmmeeeeme (RUPEES) meommemee

221 74,565,004 69,460,259
386,612 230,381
22.2 748,268 566,325
3,112,298 2,676,400
3,156,134 4,811,180
3,210,132 2,927,238
2,742,900 1,435,999
1,633,431 1,338,697
52,373 60,631
168,895 291,009
208,117 500,044
2,893,581 1,862,445
8,152,207 11,416,371
1,166,820 999,120
4. 2,001,106 2,225,853
B, 136,497 27507
425,815 236,300
2,810 1,850
1,516,117 1,256,988
6,080,679 5,733,728
3,342,708 1,430,781
585,131 421,438
- 3,000
832,535 722,390
117,120,169 110,883,603

A

n plan amounting to Rs. 3.575 million (31
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Note

22.2 Auditors’ remuneration

Statutory audit fee
Other certifications
Out of pocket expenses and Sales Tax

23.  FINANCE COST

Mark-up on short term running finance 16.
Bank charges -

24. INCOME TAX EXPENSE

Current
Deferred 7.
Prior year 243

24.1 Relationship between income tax expense and accounting profit
Income tax expense
Accounting profit before income tax expense

Tax at the applicable tax rate of 29% (31 Dec 2021: 29%)

Income taxed at reduced rates on dividend and gain on disposal of
investments

Income taxed at reduced rate on shares subscription income

Tax effect of inadmissible items

Tax effect of prior year tax charge

24.2 The income tax returns of the Company have been filed u
Assessment Scheme. This scheme provides that the return fii
returns may be selected for audit within five ye
any objection is raised during audit,

24.3 Thié represents adjus
during the year.

25. EARNINGS PER SHARE - BASIC AND DILUTED
Profit for the year

Weighted average number of ordinary shares
in issue during the year

Earnings per share - basic and diluted

25.1 Diluted earnings per share has not been presented as the Com

in issue as at 31 December 2022 and 31 December 2021 w
share,

31 December

31 December

2022 2021
Bl {117 1-1-1-) [ CU——
390,000 330,000
300,000 150,000
58,268 86,235
= 748,268 566,235
62,567,857 23,651,028
213,879 315,764
62,781,736 23,966,792
3,233,773 17,485,964
536,526 (851,257)
558,777 (1,425,306)
4,329,076 15,209,401
4,329,076 15,209,401
1,054,001 56,681,221
305,660 16,437,554
(1,679,138) (3,856,025)
(1,542) (171,500)
5,145,319 4,224,678
558,777 (1,425,306)
4,329,076 _ 15,209,401

31 December
2022

P to tax year 2022 under the Universal Self
ed is deemed to be an assessiment order. The
ars. The Income Tax Commissioner may amend assessment if

tment to prior period tax liability based on revision on tax return filed by the Company

31 December

2021

m=-=s--mmmeee-- (Rupees) mmm——

(3,275,075)

41,471,820

e (1171117 s J

30,000,000

30,000,000

(0.109)

] U 1) P

pany doss not have any convertible instruments
hich would have any effect on the earnings per

A
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REMUNERATION OF CHIEF EXECUTIVE AND EXECUTIVES

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

31 December 2022 31 December 2021
Chief Executive = Executives Chief Executive Executives
(Rupees)
-Managerial remuneration 12,999,996 13,568,649 12,000,000 10,506,968
Housing and utilities : 6,500,004 6,784,322 6,000,000 - 5,253,484
Medical ; 36,000 209,322 36,000 187,065
Company's contribution to provident 1,300,000 1,180,861 1,200,000 890,696
Bonus : 2,000,000 - - 1,958,503
Commission & Others - 3,562,240 : - 2,387,958
: 22,836,000 25,305,394 . 19,236,000 21,184,674
Number of persons 1 6 1 5

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

No fee is paid to directors for meetings attended by them.

PROVIDENT FUND -

Details of investments held by the provident fund of the Company for its employees are as foliows:

(Unaudited) (Audited)
31 December 2022 30 June 2022
------------------ (Rupees) ~-—memeeee .
Size of the fund 64,029,254 60,238,277
Cost of investments made 64,028,506 59,756,838
Percentage of investments made 99,999% 99.20%
Fair value of investments 63,616,275 59,825,298

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

------------- (Unaudited) (Audited) =----memeemeee
31 December 2022 30 June 2022
Investments % of Investments % of

investments as  investments as

size of the fund size of the fund

----- (Rupees)----- --(Percentage)-- -----(Rupees)----- -(Percentage)--
Government securities 51,200,394 79.96% 45,986,035 76.34%
Listed securities 8,185,750 12.78% 8,892,?’40 14.76%
Debt Securities 1,113,840 1.74% 1,117,198 1.85%
Bank balances 793,882 1.24% © 1,013,416 1.68%
Others 2,322,409 ' 3.63% 2,815,909 4.67%
- 63,616,275 99.36% 59,825,298 99.31%
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TRANSACTIONS WITH RELATED PARTIES
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Related parties comprises of the Holding Company, companies with common directorship, associated companies/
undertakings, directors of the Company, other associated companies and key management personnel and their close
family members including thereof the Holding Company. Remuneralion of key management personnel are in accordance
with their terms of employment. Other transactions with related parties are enlered into at rates negotiated with them.

Transactions for the year

Bank AL Habib Limited
- Equity brokerage commission

- Mark-up expense on running finance

- Office rent

- Bank charges

- Markup income on bank balances
- Information technology services

Balance mark up income on client account as per P&l

Habib Insurance Company Limited

- Equity brokerage commissicn
- Insurance premium paid
- Insurance claim received

AL Habib Stock Fund
- Equity brokerage commission

Habib Sugar Mills Limited
- Equity brokerage commission

First Habib Asset Allocation Fund
- Equity brokerage commission

AL Habib Islamic Stock Fund
- Equity brokerage commission

First Habib Income Fund
- Equity brokerage commission

First Habib Islamic Income Fund
- Equity brokerage commission

AL Habib Islamic Pension Fund
- Equity brokerage commission

AL Habib Pension Fund
- Equity brokerage commission

AL Habib Capital Markets (Private) Limiied

-Employees' Provident Fund
- Equity brokerage commission

Key management

- Contribution to the defined contribution plan

- Equity brokerage commissjon
- Advances

Relationship 31 December 31 December
'2022 2021
-------------- (Rupees) B
Holdirig
Company holds 560,617 625,176
66.67%(2021: 62,357,629 21,879,922
66.67%) share 2,904,000 2,640,000
capital 49,339 209,479
15,359 67,007
750,000 750,000
9,714,334 6,389,063
Associated
company of Holding 371,630 811,608
| Company 501,740 425,553
0%(2021:0%) 202,000 -
Subsidiary
company of Holding 53,417 407,080
Company
0%(2021:0%)
Associated
company of Holding 56,366 488,512
. Company
0%(2021:0%)
Subsidiary
company of Holding 28,491 147,839
Company
0%(2021:0%)
Subsidiary (47,006)
" company of Holding 80,340 386,284
Company
0%(2021:0%)
Subsidiary
_ company of Holding - =
Company
0%(2021:0%)
Subsidiary
company of Holding 544,330 347,938
Company ‘
0%(2021:0%)
Subsidiary
company of Holding 12,256 i
ComDanv
0%(2021:0%)
Subsidiary ] .
company of Holding 11,803 -
Company e
0%(2021:0%)
Other
related party - 7,867
T g 2,480,857 2,090,696
Key management 45,433 160,683
b 1,084,000 © 1,155,000
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Balances at yearend Relétionship 31 December 31 December
‘ ‘ : oz B 2022 2021
-------------- (Rupees) --veeemmne--n

Bank AL Habib Limited _ iy

- Bank balances . Holding Company holds 66.67% 118,837,554 85,573,025
- Short term borrowing_ : (2021:66:67%) share capital 267,005,688 464,009,043
- Equity brokerage commission receivable L 79,061 67,887
- Accrued rhérkup payable 2y 14,836,603 5,861,825

Associated Companies ;

-

AL Habib Stbck Fund - Subsidiary company of

- Equity brokerage commission receivable Holding Company 119,578 416,329
Habib Insurance Company Limited Associated company of

- Equity brokerage commission receivable Holding Company - -

- Equity payable ' 71,952,100 811
Habib Sugar Mills Limited Associated company of

CGT & others Holding Company 63,984 =
First Habib Asset Allocation Fund Subsidiary company of

- Equity brokerage commission receivable Holding Company 53,963 137,406
AL Habib Islamic stock Fund Subsidiary company of

- Equity brokerage commission receivable Holding Company 60,370 333,680
First Habib Islamic Income Fund Subsidiary company of

- Equity brokerage commission receivable Holding Company - 70,482
AL Habib Islamic Pension Fund

Other Charges i 2,500 -

FINANCIAL RISK MANAGEMENT

The Company's activities expose it to a variety of financial risks: credit risk, liquidity risk and market risk (including
currency risk, interest rate rigk and price risk). The Company's overall risk management policy focuses on the

unpredictability of financial markets and seeks to minimize potential adverse effects on the Company's financial
perfermance.

Risk Management Framework

the Company has an overall responsibility for the establishment and oversight of the
gement framework, Management is also responsible for developing and monitoring the
Company's risk management policies.

The Management of
Company's risk mana

The Company's risk management policies are established to identify and analyse the risks faced by the
Company, to set appropriate risk limits and controls, and to monitor risks and adherence to limits, Risk

management policies and systems are reviewed regularly to reflect changes in market conditions and the
Combanv's activities.
I
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29.2 Credit risk

Credit risk management

To reduce the exposure to credit risk, the Company has developed its own risk management policies and
guidelines whereby clients are provided trading limits according to their worth and Proper margins are collected
from and maintained by the clients. The management continuously monitors the credit exposure towards the
clients and makes provision against those balances considered doubtful for recovery.

The Company's policy is to enter into financial contracts in accordance with the internal risk management policies
and investment and Operational guidelines.

central clearing company of the country. The risk of default in such transactions is considered minimal, as

delivery of securities is guaranteed by the stock exchange. The Company does not expect to incur material credit
losses on its financial assets.

The maximum eXposure to credit risk before any credit enhancements at 31 December 2022 is the carrying
amount of the financial assets as set out below:

Note 31 December 31 December

2022 2021
memmmmmee—= (RUPEES) ——vemmmeee
Long term advances and deposits 6. 10,696,805 10,236,602
Trade receivables 9. 299,311,416 505,504,809
Loans and advances - considered good 10. 421,887 373,030
Short term deposits 11. 80,343,050 191,843,050
Bank balances 13. 157,001,255 149,113,398
547,774,413 857,070,889

VIL\
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29.2.1 The aging analysis of the trade receivables is as follows:

29.2.2

Less than or equal to 5 days
More than 5 days but not more than 14 days
More than 14 days

- Due from clients against MTS

- Due from clients against MFS

- Due from clients against trading of securities

Less than or equal to 5 days
More than 5 days but not more than 14 days
More than 14 days

- Due from clients against MTS

- Due from clients against MFS

- Due from clients against trading of securities

AL Habib Capital Markets (Private) Limited

31 December 2022

Carrying amount

Amount Impaired Provision Total
outstanding held
(Rupees) -----

165,768,559 - - 165,768,559
36,845,854 - - 36,845,854
51,031,561 - - 51,031,561
45,665,442 - - 45,665,442

299,311,416 - - 299,311,416

31 December 2021
.. Carrying amount
Amount Impaired Provision held Total
outstanding
(Rupees)

205,268,264 - - 205,268,264

148,590,943 - - 148,590,943
80,133,414 - - 80,133,414
66,282,360 - - 66,282,360

5,229,828 - - 5,229,828

505,504,809 - - 505,504,809

Based on the marketable securities held,the past experience, consideration of financial position, past track record and
recoveries the company believes that trade debts past due deos not require any impairment,

Credit rating and collaterals

Bank balances are only held with reputable hanks havi
bank balances can be assessed with reference of extern

Rating
Agency
Bank AL Habib Limited PACRA
Askari Bank Limited PACRA
United bank Limited VIS
Bank Alfalah Limited PACRA
Habib Bank Limited VIS
Habib Metropolitan Bank Limited PACRA
JS Bank Limited PACRA
MCB Islamic Bank Limited PACRA
MCB Bank Limited PACRA
Rating
Agency
Bank AL Habib Limited PACRA
Askari Bank Limited PACRA
United bank Limited VIS
Bank Alfalah Limited PACRA
Habib Bank Limited VIS
Habib Metropolitan Bank Limited PACRA
JS Bank Limited PACRA
MCB Islamic Bank Limited PACRA
MCB Bank Limited PACRA

Short term
rating

Al+
A1+
Al+
Al+
A1+
Al+
Al+
A1l
Al+

Short term
rating

Al+
A1+
Al+
A+
Af+
Al+
A1+
A1
Al+

ng sound credit ratings. The credit
al credit ratings as follows:

Long term
rating

AAA
AA+
AAA
AA+
AAA
AA+
AA-
A
AAA

Long term
rating

AAA
AA+
AAA
AA+
AAA
AA+
AA-
A
AAA

N

quality of the Company's

31 December 2022

(Rupees) (%)
118,837,554 75.7%
30,817,717 19.6%
6,309,317 4.0%
466,928 0.3%
218,178 0.14%
215,782 0.14%
47,006 0.03%
6,045 0.00%
88,140 0.06%
157,006,666 100.00%

31 December 2021

(Rupees) (%)
85,573,925 57.4%
59,358,629 39.8%
862,591 0.6%
1,303,605 0.9%
302,652 0.20%
814,069 0.55%
241,227 0.16%
6,045 0.00%
650,654 0.44%
149,113,397 100.00%
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Concentration of credit risk

Concentration of credit risk exists when changes in' economic or industry factors similarly affect groups of
counterparties whose aggregate credit exposure is significant in relation to the Company’s total credit exposure. The
Company's portfolio of financial instruments is diversified and transactions are entered into with credit-worthy
counterparties of diverse natures thereby mitigating any significant concentrations of credit risk.

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting its financial obligations as they fall due.
Liquidity risk arises because of the possibility that the Company could be required to pay its liabilities earlier than
expected or difficulty in raising fundg€ to meet commitments associated with financial liabilities as they fall due. 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 unacceptable losses or

The following are the contractual maturities of financial liabilities:

31 December 2022

On demand Upto three More than More than Total
months three months one year
and upto one
year
(Rupees)
Trade and other payables 234,069,815 - - - 234,069,815
Accrued liabilities 4,810,870 - - - 4,810,870
Short term financing 267,005,688 - - - 267,005,688
505,886,371 - - - 505,886,371
31 December 2021
On demand Upto three More than More than Total
months three months one year
and upto one
year
(Rupees)
Trade and other payables 239,903,830 - - - 239,903,830
Accrued liabilities 12,226,502 - 12,226,502
Short term financing 464,009,043 - - - 464,009,043
716,139,376 - - - 716,139,376

Market risk

Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
[

hanges in foreign exchange rates. The Company, at present, is not exposed to currency risk as all transactions are
carried out in Pak Rupees.

Ve
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Interest rate risk
Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in the market yield.
At the reporting date, the interest rate profile of the Company's interest bearing financial instruments is as follows:

Carrying amount

31 December 31 December 31 December 31 December
2022 2021 2022 2021
Variable rate instruments . _ {Percentage) e {Rupees)
Financial assets
Bank balances 14.50% to 14.75%  7.25% to 7.50% 156,127,743 146,737,720
Financial liabilities
Short term financing 3 Months 3 Months average 267,005,688 464,009,043
average KIBOR KIBOR + 1% to
“+ 1 to 2%. 2%
Fixed rate instruments
Deposits with National Clearing
Company of Pakistan Limited 13.0% {o 13.24% 5.16% to 7.5% 81,743,050 193,243,050
Staff loan 11.00% 9.25% 33,254 151,514

Fair value sensitivity analysis for fixed rate instruments

The Company does not account for any fixed rate financiaj assets and liabilities at fair value through profit or loss. Therefore, a
change in interest rate at the reporting date would not have affected the after tax profit of the Company.

Cash flow sensitivity analysis for variable rale instruments
A change of 100 basis points in interest rates at the reporting date would have increased / (decreased) equity and profit or loss by the

amounts shown below. This analysis assumes that a|| other variables remain constant, The analysis is performed on the same basis
for December 2022,

Profit or loss Equity - net of tax
100 bps 100 bps 100 bps 100 bps
increase decrease increase decrease
---------- (Rupees)---------. e (S17:T-T-T-) F—
As at 31 December 2022
Variable rate instruments {11,087.794) 11,087,794 {11.087.794) 11,087,794
—_—ttle L . I1,U0/,794

As at 31 December 2021
Variable rate instruments (31.727,132) 31,727 132 (31,727,132) 31,727,132
Price risk

The Company's investments in quoted equity securities amounted to Rs.98.002 million (31 December 2021: Rs 120.062 million) at
the statement of financial position date. The carrying value of investments subject to equity price risk are, in almost all instances,

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

Fair value Hypothetical Estimated fair Hypothetical Hypothetical Hypothetical
price change value after increase / increase / increase /
hypothetical (decrease) in (decrease) in (decrease) in
change in price OcCi P&L shareholders’
equity
(Rupees)

31 December 2022 98,002,803 10% increase 107,803,083 9,800,280 - 9,800,280
10% decrease 88,202,623 {9,800,280) - (9,800,280)

31 December 2021 120,062,488 10% increase 132,068,737 8,666,911 3,339,338 12,006,249
10% decrease 108,056,239 (8,666,911) (3,339,338) (12,008,249)

The selected hypothetical change does not reflect what could be considered to be the best or worst case scenarios.
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Fair value of financial assets and liabilities

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

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

Level 2: Fair value measurements using inputs other than quoted prices included within Level 1 that are observable
for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

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

L

On balance sheet 31 December 2022
financial instruments Fair value )
Note Level 1 Level 2 Level 3
{(Rupees)

Financial assets measured

at fair value
Short term investments - fair value throuah other
comprehensive income

- Listed shares ' 98,002,303 -
- Pakistan Investment Bonds - 153.338.851 -

Short term investments - fair value through profit or loss
- Listed shares

98,002,803 153,338,851 -

On balance sheet 31 December 2021
financial instruments Fair value
Level 1 Level 2 Level 3
(Rupees)
Financial assets measured
at fair value
Short term investments - fair value through other
comprehensive income
- Listed shares 2951 86,669,108 - -
- Pakistan Investment Bonds - 71,535,142 -

Short term investments - fair value through profit or loss

- Listed shares 33,393,380 -
120,062,488 71,535,142 -
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Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with the
processes, technology and infrastructure supporting the Company’s operations either internally within the Company or
externally at the Company's service providers, and from external factors other than credit, market and liquidity risks
such as those arising from legal and regulatory requirements and generally accepted standards of investment
manadgement behavior. Operational risks arise from all of the Company's activities.

The primary responsibility for the development and implementation of controls over operational risk rests with the
Board of Directors. This responsibility encompasses the controls in the following areas:

- requirements for appropriate segregation of duties between various functions, roles and responsibilities;
- requirements for the reconciliation and monitoring of transactions;

- compliance with regulatory and other legal requirements:

- documentation of controls and procedures;

requirements for the periodic assessment of operational risks faced, and the adequacy of controls

and procedures to address the risks identified:;

- ethical and business standards:

- risk mitigation, including insurance where this is effective.

CAPITAL RISK MANAGEMENT

The Company's objective when managing capital is to safeguard the Company's ability to continue as a going concern
so that it can continue to provide returns for shareholders and benefits for other stakeholders; and to maintain a strong

capital base to support the sustained development of its business. Further, Pakistan Stock Exchange Limited also
requires the Company to maintain a minimum net capital.

Base Minimum Capital

In compliance with the regulation 19.2 of the Pakistan Stock Exchange Limited (PSX) rule book (the Regulations),
every Trading Right Entitlement Certificate (TREC) holder registered as a broker under Securities Brokers (Licensing
and Operations) Regulations, 2016, is required to maintain a Base Minimum Capital (BMC) in the amount and form as

prescribed in the Regulations. As at 31 December 2022, the Company is required to maintain a BMC of Rs. 31 million
plus 0.0833% of the amount exceeding Rs. 6,400 million,

The value of the shares for the purpose of BMC is determined by the PSX as under:

31 December 31 December

Note 2022 2021
pam el | 3117 oT:T-1 E—
-47006

Securitized 1,902,953 PSX shares at
market rate after applying haircut 8.3 19,981,007 18,315,923
76,778 Shares of PPL, 30,200 shares of ENGRO , 11,250
shares of APL ,27,000 shares of OGDC 8.3 17,449,913 16,267,683
and 15,000-shares of HBL at market rate after applying haircut 37,430,920 34,583,606

Statement of Net Capital Balance
As at December 31, 2022 .

The below mentioned disclosure is in conformity with SRO 1333(1)/2019 dated 6th November 2019 from Securities

and Exchange Commission of Pakistan which states that "A company shall disclose the net capital balance in its
annual audited financial statements in accordange with regulation 34.”

(Ex_cess of Current Assets over Current Liabilities determined i accordance with the third Schedule of the Securities
and Exchange Rules 1971-and the clarifications/guidelines issued by Securities and Commission of Pakistan (SECP)
dated 3 July 2013, 20 December 2013, 25 June 2015 and 8 September 2016.)

Aosr
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DESCRIPTION VALUATION BASIS

Sub Total

CURRENT ASSETS
Césh in hand and bank balances As per book value 157,002,085
Less: adjustment to restrict 1
corresponding clients wise trade ‘
payable (settlement base) (726,449)
Cash deposited as margin with
National Clearing Company of
Pakistan -
Trade receivables As per booigvalue 299,311,418
: Le_s.s: Overdue for more than 14 days g45,685,4422
Investment in listed éeCurities At market value 98,002,803
in the name of broker SR :
) Less: Securities in BMC (34,886,223)

Less: Securities in exposure list marked
to market less 15% discount

Securities purchased for the client and held by
the member where the payment has not been
received within 14 days.

Securities purchased for customers

Pakistan Investment Bond

At market value 153,338,851
Less: Haircut @5% (7,666,943)

Total current assets

CURRENT LIABILITIES

Tradé payables As per book value (trade base) 214,174,798‘
Less: Overdue for more than 30 days (79,868,482)

Other liabilities As per book value
Total current liabilities

Net Capital Balance as at December 31, 2022

Net Capital Balance as at December 31, 2021

63,116,580

(9,467,487

L

Total

(NPT T-T-13 JEe—

156,275,636

80,343,050

253,645,974

53,649,093

43,309,753

145,671,908

732,895,415

134,306,316

371,580,056

505,886,372

227,009,043

256,610,728




33

AL Habib Capital Markets (Private) Limited

30.3 Statement of Liquid Capital Balance
As at 31 December 2022
5. No. Head of Account Value in Hair Cut f Net Adjusti]
Pak Rupees Adjustments Value
1. Assets

1.1 |Property & Equipment 5,313,270 100.00% ! -

1.2 Intangible Assets 2,762,498 100.00% -

1.3 _|Investment in Govt. Securities 153,338,851 - 153,338,851

1.4 |Investment in Debt. Securities
If listed than:

i. 5% of the balance sheet value in the case of tenure upto 1 year. - 5.00% -
ii. 7.5% of the balance sheet value, in the case of tenure from 1-3 years, - 7.50% 3
iii. 10% of the balance sheet value, in the case of tenure of more than 3 - 10.00% -
years.

If unlisted than:

i. 10% of the balance sheet value in the case of tenure upto 1 year. - 10.00% -
ii. 12.5% of the balance sheet value, in the case of tenure from 1-3 years, - 12.50% -
iii. 15% of the balance sheet value, in the case of tenure of more than 3 - 15.00% -
years.

1.5 |Investment in Equity Securities |
i If listed 15% or VaR of each securities on the cutoff date as computed 63,116,580 9,467,487 53,649,003
by the Securities Exchange for respective securities whichever js higher,

ii. If unlisted, 100% of carrying value. ‘ - 100.00% -
iii.Subseription money against Investment in IPOJoffer for Sale: Amount - - -
paid as subscription money provided that shares have not been alloted or

are not included in the investments of securities broker.

iv.100% Haircut shall be applied to Value of Investment in any asset 34,886,223 100.00% -
including shares of listed securities that are in Block, Freeze or Pledge| .

status as on reporting date. (July 19, 2017) il

Provided that 100% haircut shall not be applied in case of investment in

those securities which are Pledged in favor of Stock Exchange / Clearing

House against Margin Financing requirements or pledged in favor of

Banks against Short Term financing arrangements. In such cases, the

haircut as provided in schedule Il of the Regulations in respect of

i i ifi i August 25 2017)

1.6 |investment in subsidiaries - 100.00% -

1.7 |Investment in associated companies/undertaking
i. If listed 20% or VaR of each securities as computed by the Securites - = =
Exchange for respective securities whichever is higher,

ii. If unlisted, 100% of net value, - 100.00% -

1.8 |Statutory or regulatory deposits/basic deposits with the exchanges, 1,400,000 100.00% -
clearing house or central depository or any other entity.

1.9 |Margin deposits with exchange and clearing house. 80,343,050 - 80,343,050

1.10 [Deposit with authorized intermediary against borrowsd securities under - = i
SLB.
1.11 |Advance Tax, Other deposits angd prepayments 9,296,806 100.00% -

1.12 |Accrued interest, profit or mark-up on amounts placed with financial 3,869,694 - 3,869,694
institutions or debt securities etc,

100% in respect of markup accrued on loans to directors, subsidiaries and - 100.00% -
other related parties

1.13 |Dividends receivables, - = -

1.14 |Amounts receivable against Repo financing. - - =

: Amount paid as purchaser under the REPO agreement. (Securjties
purchased under repo arrangement shall not be included in the

L investments.) ]
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repayment within ‘ 12
ii. Advance tax to the extent it is netted with provision of taxation.

1.15 |i. Short Term Loan To Employees: Loans are Secured and Due for

31,894,004

31,894,004

ii. Receivables other than trade receivables

1,628,667

100.00%

1.16 |Receivables from clearing houss or securities exchange(s)

trading of securities in all markets including MtV gains.

100% value of claims other than those on account of entitlements against

markets including MtM gains,

claims on account of entitlements against trading of securities in all

13,836,804

13,836,804

1.17 |Receivables from customers

. In case receivables are against margin financing, the aggregale if (i)
value of securities held in the blocked account after applying VAR based
Haircut, (ii) cash deposited as collateral by the financee (iii) market value
of any securities deposited as collateral after applying VaR based haircut.
i. Lower of net balance sheet value or valye determined through

91,302,572

6,509,375

84,793,197

sheet value,
ii. Net amount after deducting haircut

il. Incase receivables are against margin trading, 5% of the net balance

2,948

5.00%

2,800

amount paid to NCCPL as collateral upon entering into contract,
iii. Net amount after deducting haricut”

iii. Incase receivalbes are against securities borrowings under SLB, the

the net balance sheet valye.
iv. Balance sheet value

iv. Incase of other trade receivables not more than 5 days overdue, 0% of

141,882,883

141,882,883

adjustments

V. Incase of other trade receivables are overdue, or 5 days or more, the
aggregate of (i) the market value of securities purchased for customers
and held in sub-accounts after applying VAR based haircuts, (i) cash
deposited as collateral by the respective customer and (iii) the market
value of securities held as collateral after applying VaR based haircuts.

v. Lower of net balance sheet value or value determined through

51,906,753

2,662,361

49,244 392

vi. 100% haircut in the case of amount receivable form refated
parties.

379,456

100.00%

1.18 [Cash and Bank balances

|. Bank Balance-proprietory accounts

1,221,980

1.221,980

ii. Bank balance-customer accounts

155,779,277

155,779,277

iii. Cash in hand

830

830

1.19 |Total Assets

844,163,144

18,639,223

769,856,855

2. Liabilities

2.1 |Trade Payables

i. Payable to exchanges and clearing house

ii. Payable against leveraged market products

iii. Payable to customers

214,174,798

214,174,798

2.2 |Current Liabilities

i. Statutory and requlatory dugs

ii. Accruals and other payables

24,705,887

24,705,887

iii. Short-term borrowings

267,005,688

267,005,688

iv. Current portion of subordinated loans

v. Current portion of long term liabilities

vi. Deferred Liabilities

vii. Provision for bad debls

vili. Provision for taxation

ix, Other liabilities as per accounting principles and included in the
financial statements
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2.3

Non-Current Liabilities

i. Long-Term financing

a. Long-Term financing obtained from financial instituion: Long term
portion of financing obtained from a financial institution including amount
due against finance lease

b. Other long-term financing

ii. Staff retirement benefits

iii. Advance against shares for Increase in Capital of Securities
broker: 100% haircut may be allowed in respect of advance against
shares if:

a. The existing authorized share capital allows the proposed enhanced
share capital =

b. Boad of Directors of the company has approved the increase in capital
c. Relevant Regulatory approvals have been obtained

d. There is no unreasonable delay in issue of shares against advance and
all regulatory requirements relating to the increase in paid up capital have

been completed.
e _Auditor is eatisfisd that eiich advance is against the increses of canital

iv. Other liabilities as per accounting principles and included in the
financial statements

2.4 |Subordinated Loans = £ -
i. 100% of Subordinated loans which fulfill the conditions specified by - - -
SECP are allowed to be deducted:

The. Schedule Il provides that 100% haircut will be allowed against
subordinated Loans which fulfill the conditions specified by SECP. In this
regard, following conditions are specified:

a. Loan agreement must be executed on stamp paper and must clearly
reflect the amount to be repaid after 12 months of reporting period

b. No haircut will be allowed against short term portion which is repayable
within next 12 months.

c. In case of early repayment of loan, adjustment shall be made to the
Liquid Capital and revised Liquid Capital statement must be submitted to
exchange.

ii. Subordinated loans which do not fulfill the conditions specified by SECP = & -

2.5 |Total Liabilites 505,886,372 - 505,886,372

3. Ranking Liabilities Relating to :

31 Concentration in Margin Financing
The amount calculated client-to-client basis by which any amount - 83,262,198 83,262,198
receivable from any of the financees exceed 10% of the aggregate of
amounts receivable from total financees.

3.2 |Concentration in securites lending and borrowing
The amount by which the aggregate of: - - =
(i) Amount deposited by the borrower with NCCPL
(i) Cash margins paid and
(iii) The market value of securities pledged as margins exceed the 110%
of the market value of shares borrowed

3.3 |Net underwriting Commitments

(@) in the case of right issuse : if the market value of securites is less
than or equal to the subscription price;

the aggregate of:

(1) the 50% of Haircut multiplied by the underwriting commitments and

(ii) the value by which the underwriting commitments exceeds the market
price of the securities,

In the case of rights issuse where the market price of securities is greater
than the subscription price, 5% of the Haircut multiplied by the net
underwriting

{b) in any other case : 12.5% of the net underwriting commitments
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3.4 [Negative equity of subsidiary

subsidiary

The amount by which the total assets of the subsidiary (
amount due from the subsidiary) exceed the total liabilities of the

excluding any

3.5

Foreign exchange agreements and foreign currency positions

total liabilities denominated in foreign currency

5% of the net position in foreign currency.Net position in foreign currency
means the difference of total assets denominated in foreign cuurency less

3.6 |Amount Payable under REPO

3.7 |Repo adjustment

securites deposited as collateral by the
less any cash deposited by the purchaser,

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

In the case of financee/seller the market value of underlying securities
i the total amount received

Jless value of any

purchaser after applying haircut

3.8 [Concentrated proprietary positions

If the market value of any security is between 25% a
Proprietary positions then 5%
of a security exceeds 51%
value of such security

nd 51% of the total

of the value of such security .If the market
of the proprietary position,then 10% of the

- 1,560,807 1,560,807

3.9 |Opening Positions in futures and options

after applyiong VaR haircuts

i. In case of customer positions, the total margin requiremnets in respect
of open postions less the amount of cash deposited by the customer and
the value of securites held as collateral/ pledged with securities exchange

ii. In case of proprietary positions
respect of open positions to the extent not already met

» the total margin requirements in

3.10 |Short selll positions

VaR based haircuts less the cash deposited by the cu

Haircuts

i. Incase of customer positions, the market value of shares sold short in
ready market on behalf of customers after increasing the same with the

stomer as collateral

and the value of securities held as coliateral after applying VAR based

haircut less the value of
haircuts.

ii. Incase of proprietory positions, the market value of shares sold short in
ready market and not yet settled increased by the amount of VAR based
securities pledged as collateral after applying

Total Ranking Liabilites

- 84,823,005 84,823,005

Liquid capital balance as at 31 December 2022

Liquid capital balance as at 31 December 2021

338,276,771 (66,183,782) 179,147,478

372,872,305 (54.547,564)

197,936,626 _

/.
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Broker Management Rating and Broker Fiduciary Rating

The Pakistan Credit Rating Agency (PACRA) has granted below mention credit ratings to the Company.

Rating Type Rating Outlook
BMR BMR2+ Stable
BFR BFR2+ Stable

Disclosure Under Regulation 5(4) of Research Analyst Regulations,2015

At present, the Company employs four members in its research department (including head of research, and
a data administrator). All members report to Head of Research who in turn reports to the Chief Executive
Officer.

Compensation structure of research analysts is flat and is subject to qualification, experience and skill set of
the person. However, the compensation of anyone employed in the research department does not in any way
depend on the contents / outcome of research report.

During the period, the personnel employed in the Research Department have drawn an aggregate salary and
benefits amounting to Rs.6,599 million (31 December 2021: 5,680 million) which comprise basic salary,
medical allowance and other benefits as per the Company's policy.

32. NUMBER OF EMPLOYEES 31 December 31 December
2022 2021
. B e 1 [ V] 4] 71 o S ——
The details of number of employees are as follows:
Average number of employees during the year 32 27
Total ¢ Number of employees as at year end 35 28
33.  AUTHORISATION OF FINANCIAL STATEMENTS

These financial statements were approved by the Company's Board of Directors and authorised for issue on

~2-3-MAR-2623 S Y

Chiﬁxecutive






