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DIRECTORS’ REPORT

The Directors take pleasure in presenting their report together with the audited financial statement of the Company for the
year June 30, 2020. The working results of the company for the said financial year are given as under:

Financial Results:
Operating revenue 56,479,252
Operating expenses (49,550,508)
Operating profit 6,928,745
Other charges -
Other income 4,689,976
Profit before taxation 11,618,721
Taxation (1,922,961)
Profit after taxation 9,695,760

Review of Business

During the year under review the stock market performance was negative and brokerage income declined due to low
turnover.

Dividend:

The Directors do not recommended any dividend during the year due to cash flow requirement during next financial year.

Future Prospects:

The Directors expect future profitability to be increased due to expected strengthening of market in next year after economic
revival post IMF programme.

Earnings per Share

Earnings per share for the year ended 30th June 2020 was Rs. 10.77

Auditors:

The auditors of the company Nasir Javaid Magsood Imran Chartered Accountants have retired and offer their services for
the ensuing year,

Karachi

Dated: @ 1 SEP 202U

s

Chief Executive

Dicgctpr




807, 8tH FLoor, Q.M. Housg, ProT No. 11/2,
NASIR JAVAID MAQSOOD IMRAN ELLANDER ROAD, OpP, SHAHEEN COMPLEX,
Chartered Accountants OFrF. LI. CHUNDRIGAR ROAD, KARACHT - PAKISTAN.

Tel:  +92(0)21-32211515, +92(0)21-32211516
+92(0)21-32212382, +92(0)21-32212383
Email: khi@njmi.net

INDEPENDENT AUDITOR’S REPORT

To the members of Spectrum Securities Limited

Report on the Audit of the Financial Statements

Opinion

We have audited the annexed financial statements of Spectrum Securities Limited (the
Company), which comprise the statement of financial position as at June 30, 2020 and
the statement of profit or loss and other comprehensive income, the statement of
changes in equity, the statement of cash flows 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
explanation which, to the best of our knowledge and belief, were necessary for the
purpose 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 changes in equity and the statement of cash
flows 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 June 30, 2020 and of the
loss and other comprehensive loss, the changes in equity and its cash flows 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 Auditor’s 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.
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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.

Auditor’s 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 misstatements, whether due to fraud or
error, and to issue an auditor’s 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 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:

e 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.

e Obtain an understanding of internal controls 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.
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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 auditor’s report to the related disclosures in the financial statements or, if
such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Company to cease to
continue as a going concern.

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

b) 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;

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

d) no zakat was deductible at source under the Zakat and Ushr Ordinance,
1980.

The engagement partner on the audit resulting in this independent auditor’s report is
Mohammad Javaid Qasim.

Dated: 2‘ SEP 2020 NASIR JAVAID MAQSOOD IMRAN

Karachi Chartered Accountants
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SPECTRUM SECURITIES LIMITED
STATEMENT OF FINANCIAL POSITION

AS AT JUNE 30, 2020

Rupees Rupees
e 2020 2019
ASSETS
NON-CURRENT ASSETS
Property & equipment 4 7,802,234 6,683,466
Intangible assets 5 2,715,903 2,764,148
Long term investment at fair value through other comprehensive income 6 17,158,012 29,922,252
Long term deposits 7 7,810,000 2,210,000
35,486,149 41,579,867
CURRENT ASSETS
Trade receivables 8 36,841,042 34,925,596
Receivable against margin financing 9 3,153,498 14,138,603
Short term investment 10 20,692,061 10,002,152
Advances, deposits, pre-payments & other receivables 11 87,706,460 50,372,448
Cash & bank balances 12 18,441,585 826,861
166,834,646 110,265,660
TOTAL ASSETS 202,320,794 151,845,527
EQUITY AND LIABILITIES
CAPITAL AND RESERVES
Authorized Capital
1,000,000 (2019: 1,000,000) Ordinary shares of Rs. 100/- each 100,000,000 100,000,000
Issued, subscribed and paid-up capital 13 90,000,000 90,000,000
Reserves 45,133,298 37,497,957
135,133,298 127,497,957
LIABILITIES
CURRENT LIABILITIES
Trade payables 54,810,317 22,749,792
Accrued expenses & other liabilities 14 12,377,179 1,597,778
67,187,496 24,347,570
CONTINGENCIES AND COMMITMENTS 15 - -
TOTAL EQUITY AND LIABILITIES 202,320,794 151,845,527

The annexed notes from 1 to 31 form an integral part of these financial statements.

e

Chief Executive
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REVENUE

Operating revenue

Capital loss on disposal of securities

Unrealised gain / (loss) on remeasurement of investment at fair value - through profit or loss

Administrative expenses

Finance cost

Operating profit/ (loss)

Other charges

Other income

Profit / (loss) before taxation

Taxation

Profit / (loss) after taxation

Earnings / (loss) per share - basic

SPECTRUM SECURITIES LIMITED
STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED JUNE 30, 2020

The annexed notes from 1 to 31 form an integral part of these financial statements.

-—

Chief Executive

Rupees Rupees
Note] 5020 2019
16 55,049,645 28,591,245
(2,694,079) (14,343,566)
4,123,686 (113,113)
56,479,252 14,134,566
17 (49,542,289)| (40,286,453)
18 (8,218) (28,528)
(49,550,508) (40,314,981)
6,928,745  (26,180,415)
19 - (1,400,000)
20 4,689,976 8,004,938
11,618,721  (19,575,477)
21 (1,922,961)  (1,458,768)
9,695,760  (21,034,245)
22 10.77 (23.37)

Initialled
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SPECTRUM SECURITIES LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2020

Profit / (loss) after taxation

Other comprehensive loss for the year

Items that will not be reclassified to statement of profit or loss
subsequently

Unrealised loss on remeasurement of investment - At fair value -
through other comprehensive income

Taotal comprehensive income / (loss) for the year

Note Rupees Rupees
2020 2019
9,695,760  (21,034,245)
(2,060,419)  (6,690,398)
7,635,341  (27,724,643)

The annexed notes from 1 to 31 form an integral part of these financial statements.

Chief Executive




SPECTRUM SECURITIES LIMITED
CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2020

CASH FLOWS FROM OPERATING ACTIVITIES

Profit / (loss) before taxation

Add/(less) : Items not involved in movement of fund:

Depreciation

Amortization of computer software
Capital loss on disposal of securities

Gain on sale of fixed assets
Impairment on TREC

Unrealised (gain) / loss on remeasurement of investment at fair value - through profit or loss

Finance costs

Cash used in operating activities before working capital changes

Net change in working capital

Finance costs paid
Taxes paid

Net cash generated from / (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Acquisition of property and equipment
Proceeds from disposal of property and equipment
Proceeds from disposal of TREC

Short term investments

Long term deposits

Net cash (used in) / generated from investing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

(Increase) / decrease in current assets

Trade receivables

Receivable against margin financing
Advances, deposits, pre-payments & other receivables

Increase / (decrease) in current liabilities

Trade payables

Accrued expenses & other liabilities

Net change in working capital

The annexed notes from 1 to 31 form an integral part of these financial statements.

e

Chief Executive

Rupees Rupees
Nots 2020 2019
11,618,721  (19,575,477)
1,015,916 1,137,393
48,245 59,026
2,694,079 | 14,343,566
(37,030)
5 1,400,000
(4,123,686) 113,113
8,218 48,266
(394,258) 17,101,364
11,224,463 (2.474,113)
(@) 14,118,734 253,500
(8,218) (48,266)
(1,466,120)  (4,239.234)
23,868,858 (6,508,113)
(3,197,654) (166,950)
1,100,000 5

3 1,100,000
1,443,519 2,303,763
(5,600,000) 310,000
(6,254,135) 3,546,813
17,614,723 (2,961,300)
826,861 3,788,161

12 18,441,585 826,861
(1.915.446)] _ (3.399.454)
10,985,105 7,896,717
(37,790.852)|  (5.882.768)
(28,721,193) __ (1,385,505)
32,060,525 2.957.872
10,779,402 | (1,318,866)
42,839,927 1,639,006
14,118,734 253,500

 Initialled
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SPECTRUM SECURITIES LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2020

Reserves

LE B R B = B B B

Issued, subscribed  Unappropriated Unrealised gain on Sub Total Total
& paid up capital profit remeasurement of investment
at fair value-through other
comprehensive income
Rupees Rupees Rupees Rupees Rupees
Balance as at June 30, 2018 90,000,000 40,794,292 24,428,308 65,222,600 155,222,600
Loss for the year - (21,034,245) - (21,034,245)  (21,034,245)
Loss on remeasurement of investment at
falr value - through other comprehensive ) _ (6,690,398) (6,690,398) (6,690,398)
income - net
Balance as at June 30, 2019 90,000,000 19,760,047 17,737,910 37,497,957 127,497,957
| Profit for the year - 9,695,760 - 9,695,760 9,695,760
. Loss on remeasurement of investment at
' Ifalr value - through other comprehensive ) } (2,060,419) (2,060,419) (2,060,419)
income - net
Balance as at June 30, 2020 90,000,000 29,455,808 15,677,491 45,133,298 135,133,298

Chief Executive

Yoo

The annexed notes from 1 to 31 form an integral part of these financial statements.
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SPECTRUM SECURITIES LIMITED
NOTES TO THE ACCOUNTS

1 CORPORATE AND GENERAL INFORMATION

1.1

1.2

Legal status and operations

Spectrum Securities Limited (the Company) was incorporated in October 27, 2014 as a private limited company under the
Companies Ordinance, 1984. The registered office of the Company is situated at Room No. 526, 5th Floor, Stock Exchange
Building, Stock Exchange Road, Karachi, Pakistan. The company is engaged in the business of financial consultancy,
brokerage, underwriting and investment counselling. It is a Trading Right Certificate Holder of the Pakistan Stock Exchange
Limited.The branch offices are situated at;

Office no. 706, 7th Floor, Business and Finance Centre, Karachi

1st Floor, Plaza No. 287, Block Y, Phase 11I-C, DHA Lahore Cantt, Lahore

Impact of COVID-19 pandemic

A novel strain of corona virus (COVID-19) that first surfaced in China was classified as a pandemic by the World Health
Organization on 11 March 2020, impacting countries globally including Pakistan. Government of Pakistan has taken certain
measures to reduce the spread of the COVID-19 including lockdown of businesses, suspension of flight operations, intercity
movements, cancellation of major events etc. These measures have resulted in an overall economic slowdown and disruptions
to various business. The lockdown however excluded companies involved in the business of supplying necessary consumer
goods and rendering essential services. As of the release date of these financial statements, there has been no specifically
material quantifiable impact of COVID-19 on the Company’s financial condition or results of operations.

2 BASIS OF PREPARATION

2.1

2.2

23

24

Statement of compliance

These financial statements have been prepared in accordance with the accounting and reporting standards as applicable in
Pakistan, The accounting and reporting standards applicable in Pakistan comprise of such International Financial Reporting
Standards (IFRS Standards) issued by the International Accounting Standards Board (IASB) as are notified under the
Companies Act, 2017 (the Act), and provisions of and directives issued under the Companies Act, 2017. Where provisions of
and directives issued under the Companies Act, 2017 differ from the [FRS Standards, the provisions of and directives issued
under the Companies Act, 2017 have been followed. Preparation of financial statements also include disclosure required by
Securities Brokers (Licensing and Operations) Regulations, 2016.

Basis of measurement

These financial statements have been prepared under the historical cost convention, except for derivatives and investments.
Statement of cash flow has been presented on cash basis.

Functional and presentation currency
Items included in these financial statements are measured using the currency of the primary economic environment in which the

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

Use of estimates and judgments

The preparation of financial statements in conformity with approved financial reporting standards, as applicable in Pakistan,
requires management to make judgments, estimates and assumptions that affect the application of policies and the reported
amounts of assets, liabilities, income and expenses.

The estimates and associated assumptions are based on historical experience and various other factors that are believed to be
reasonable under the circumstances, the results of which form the basis of making judgments about the carrying values of assets
and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized
in the period in which the estimate is revised if the revision affects only that period, or in the period of the revision and future
periods if the revision affects both current and future periods.
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SPECTRUM SECURITIES LIMITED
NOTES TO THE ACCOUNTS

2.5 New or Amendments / interpretations to existing standards, interpretation and forth coming requirements:

There are new and amended standards and interpretations that are mandatory for accounting periods beginning July 01, 2019
other than those disclosed in note 3.1, are considered not to be relevant or do not have any significant effect on the
Company's financial statements and are therefore not stated in these financial statements.

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

The following International Financial Reporting Standards (IFRS Standards) as notified under the Companies Act, 2017 and
the amendments and interpretations thereto will be effective for accounting periods beginning on or after July 01, 2020.

i)

i)

1ii)

v)

Amendment to IFRS 3 ‘Business Combinations’— Definition of a Business (effective for business combinations for
which the acquisition date is on or after the beginning of annual period beginning on or after 1 January 2020). The IASB
has issued amendments aiming to resolve the difficulties that arise when an entity determines whether it has acquired a
business or a group of assets. The amendments clarify that to be considered a business, an acquired set of activities and
assets must include, at a minimum, an input and a substantive process that together significantly contribute to the ability
to create outputs. The amendments include an election to use a concentration test. The standard is effective for
transactions in the future and therefore would not have an impact on past financial statements.

Amendments to IAS | Presentation of Financial Statements and [AS 8 Accounting Policies, Changes in Accounting
Estimates and Errors (effective for annual periods beginning on or after 1 January 2020). The amendments are intended
to make the definition of material in IAS 1 easier to understand and are not intended to alter the underlying concept of
materiality in IFRS Standards. In addition, the IASB has also issued guidance on how to make materiality judgments
when preparing their general purpose financial statements in accordance with IFRS Standards.

On 29 March 2018, the International Accounting Standards Board (the IASB) has issued a revised Conceptual
Framework for Financial Reporting which is applicable immediately contains changes that will set a new direction for
IFRS in the future. The Conceptual Framework primarily serves as a tool for the IASB to develop standards and to assist
the IFRS Interpretations Committee in interpreting them. It does not override the requirements of individual IFRSs and
any inconsistencies with the revised Framework will be subject to the usual due process — this means that the overall
impact on standard setting may take some time to crystallise. The companies may use the Framework as a reference for
selecting their accounting policies in the absence of specific IFRS requirements. In these cases, companies should review
those policies and apply the new guidance retrospectively as of 1 January 2020, unless the new guidance contains
specific scope outs.

Interest Rate Benchmark Reform which amended IFRS 9, IAS 39 and IFRS 7 is applicable for annual financial periods
beginning on or after 1 January 2020. The G20 asked the Financial Stability Board (FSB) to undertake a fundamental
review of major interest rate benchmarks. Following the review, the FSB published a report setting out its recommended
reforms of some major interest rate benchmarks such as IBORs. Public authorities in many jurisdictions have since taken
steps to implement those recommendations. This has in turn led to uncertainty about the long-term viability of some
interest rate benchmarks. In these amendments, the term 'interest rate benchmark reform' refers to the market-wide
reform of an interest rate benchmark including its replacement with an alternative benchmark rate, such as that resulting
from the FSB's recommendations set out in its July 2014 report 'Reforming Major Interest Rate Benchmarks' (the
reform). The amendments made provide relief from the potential effects of the uncertainty caused by the reform. A
company shall apply the exceptions to all hedging relationships directly affected by interest rate benchmark reform. The
amendments are not likely to affect the financial statements of the Company.
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V)

vi)

SPECTRUM SECURITIES LIMITED
NOTES TO THE ACCOUNTS

Amendments to IFRS-16- IASB has issued amendments to IFRS 16 (the amendments) to provide practical relief for
lessees in accounting for rent concessions. The amendments are effective for periods beginning on or after 1 June 2020,
with earlier application permitted. Under the standard’s previous requirements, lessees assess whether rent concessions
are lease modifications and, if so, apply the specific guidance on accounting for lease modifications. This generally
involves remeasuring the lease liability using the revised lease payments and a revised discount rate. In light of the effects
of the COVID-19 pandemic, and the fact that many lessees are applying the standard for the first time in their financial
statements, the Board has provided an optional practical expedient for lessees. Under the practical expedient, lessees are
not required to assess whether eligible rent concessions are lease modifications, and instead are permitted to account for
them as if they were not lease modifications. Rent concessions are eligible for the practical expedient if they occur as a
direct consequence of the COVID-19 pandemic and if all the following criteria are met:

- the change in lease payments results in revised consideration for the lease that is substantially the same as, or less
than, the consideration for the lease immediately preceding the change; any reduction in lease payments affects only
payments originally due on or before 30 June 2021; and

- there is no substantive change to the other terms and conditions of the lease.

Classification of liabilities as current or non-current (Amendments to 1AS 1) effective for the annual period beginning on
or after 1 January 2022. These amendments in the standards have been added to further clarify when a liability is
classified as current. The standard also amends the aspect of classification of liability as non-current by requiring the
assessment of the entity’s right at the end of the reporting period to defer the settlement of liability for at least twelve
months after the reporting period. An entity shall apply those amendments retrospectively in accordance with IAS 8.

vii) Onerous Contracts — Cost of Fulfilling a Contract (Amendments to IAS 37) effective for the annual period beginning on

or after | January 2022 amends IAS 1 by mainly adding paragraphs which clarifies what comprise the cost of fulfilling a
contract. Cost of fulfilling a contract is relevant when determining whether a contract is onerous. An entity is required to
apply the amendments to contracts for which it has not yet fulfilled all its obligations at the beginning of the annual
reporting period in which it first applies the amendments (the date of initial application). Restatement of comparative
information is not required, instead the amendments require an entity to recognize the cumulative effect of initially
applying the amendments as an adjustment to the opening balance of retained earnings or other component of equity, as
appropriate, at the date of initial application.

viii) Property, Plant and Equipment: Proceeds before Intended Use (Amendments to TAS 16) effective for the annual period

beginning on or after 1 January 2022, Clarifies that sales proceeds and cost of items produced while bringing an item of
property, plant and equipment to the location and condition necessary for it to be capable of operating in the manner
intended by management e.g. when testing etc., are recognized in profit or loss in accordance with applicable Standards.
The entity measures the cost of those items applying the measurement requirements of IAS 2. The standard also removes
the requirement of deducting the net sales proceeds from cost of testing. An entity shall apply those amendments
retrospectively, but only to items of property, plant and equipment that are brought to the location and condition necessary
for them to be capable of operating in the manner intended by management on or after the beginning of the earliest period
presented in the financial statements in which the entity first applies the amendments. The entity shall recognize the
cumulative effect of initially applying the amendments as an adjustment to the opening balance of retained earnings (or
other component of equity, as appropriate) at the beginning of that earliest period presented.
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SPECTRUM SECURITIES LIMITED
NOTES TO THE ACCOUNTS

Annual Improvements to IFRS standards 2018-2020:

The following annual improvements to IFRS standards 2018-2020 are effective for annual reporting periods
beginning on or after 1 January 2022.

IFRS 9 — The amendment clarifies that an entity includes only fees paid or received between the entity (the borrower)
and the lender, including fees paid or received by either the entity or the lender on the other’s behalf, when it applies
the *10 per cent’ test in paragraph B3.3.6 of IFRS 9 in assessing whether to derecognize a financial liability.

IFRS 16 — The amendment partially amends Illustrative Example 13 accompanying IFRS 16 by excluding the

illustration of reimbursement of leasehold improvements by the lessor. The objective of the amendment is to resolve
any potential confusion that might arise in lease incentives.

IAS 41 — The amendment removes the requirement in paragraph 22 of IAS 41 for entities to exclude taxation cash
flows when measuring the fair value of a biological asset using a present value technique.

The above improvements to standards are not likely to have material / significant impact on Company's financial
statements.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

IFRS 16 'Leases’

IFRS 16 has been notified by the Securities and Exchange Commission of Pakistan (SECP) to be effective for annual
periods beginning on or after January 1, 2019. This standard replaces the previous guidance in IAS 17 'Leases', IFRIC
Interpretation 4 Determining whether an Arrangement contains a Lease, SIC Interpretation 15 Operating

Leases—Incentives and SIC Interpretation 27 Evaluating the Substance of Transactions Involving the Legal Form of
a Lease.

IFRS 16 introduces a single on-balance sheet lease accounting model for lessees whereby, at the date of
commencement of lease, a lessee is required to recognize a right-of -use asset and a lease liability (except in case
short term leases and leases of low value assets). The right-of-use asset represents the lessee's right to use an
underlying asset during the lease term and the corresponding lease liability represents the lessee's obligation to make
payments to the lessor for providing the right to use that asset. In the IASB's view, this new lessee accounting model
reflects the economics of a lease because, at the commencement date, a lessee obtains the right to use an underlying
asset for a period of time, and the lessor had delivered that right by making the asset available for use by the lessee.

The aforesaid new accounting model materially differs from the previous lease accounting requirements for lessees
whereby a lessee was required to classify its leases either as finance leases or operating leases based on whether the
risks and rewards incidental to ownership were substantially transferred to the lessee. Under the previous standard, at
the commencement of the lease term, the lessee recognized finance leases as assets and liabilities in its statement of
financial position. However, the lessee recognized the payments made under operating leases as an expense on a
straight line basis over the lease term unless another systematic basis was more representative of the time pattern of
the user's benefit.

The Company does not have any lease arrangement therefore, adoption of IFRS 16 at July 01, 2019 does not have an
effect on the financial statements of the Company.
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3.3

SPECTRUM SECURITIES LIMITED
NOTES TO THE ACCOUNTS

Property and equipment

[tems of property, plant and equipment are stated at historical cost less accumulated depreciation and impairment
losses, if any. Historical cost includes expenditure that is directly attributable to the acquisition of the asset
including borrowing costs.

Where major components of an item of property, plant and equipment have different useful lives, they are
accounted for as separate items of property, plant and equipment.

Subsequent costs are included in the carrying amount as appropriate, only when it is probable that future
economic benefits associated with the item will flow to the Company and the cost of the item can be measured
reliably. The carrying amount of the replaced part is derecognized. All other repairs and maintenance are charged
to the profit and loss account during the year in which they are incurred.

Disposal of an item of property, plant and equipment is recognized when significant risks and rewards incidental
to ownership have been transferred. Gains and losses on disposal are determined by comparing the proceeds with
the carrying amount and are recognized within 'Other operating expenses/income in the profit and loss account.

Depreciation is charged to profit and loss account applying the reducing balance method. The residual values,
useful lives and depreciation methods are reviewed and adjusted, if appropriate, at each reporting date.

Depreciation on additions is charged from the month in which the assets become available for use, while no
depreciation is charged in the month of disposal.

Intangible assets

Intangible assets having definite useful life are stated at cost less accumulated amortization and impairment
losses, if any however, Intangible assets having indefinite life are stated at cost less impairment losses, if any.

Subsequent cost is capitalized only when it increases the future economic benefits embodied in the specific assets
to which it relates. All other expenditure is expensed as incurred.

Amortization is charged to the statement of profit or loss using reducing balance method over the estimated useful
lives of intangible assets unless such lives are indefinite. Amortization on additions to intangible assets is charged
from the month in which an asset is acquired or capitalized while no amortization is charged in the month in
which the asset is disposed off.

All intangible assets with an indefinite useful life are systematically tested for impairment at each reporting date.
Where the carrying amount of an asset exceeds its estimated recoverable amount it is written down immediately to
its recoverable amount. The carrying amount of other intangible assets are reviewed at each reporting date to
determine whether there is any indication of impairment. If any such indication exist than the assets recoverable
amount is estimated. The recoverable amount is the greater of its value and fair value less cost to sell.
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Trading Right Entitlement Certificate

This is stated at cost less impairment, if any. The carrying amount is reviewed at each balance sheet date to assess
whether it is in excess of its recoverable amount, and where the carrying value exceeds estimated recoverable amount,
it is written down to its estimated recoverable amount.

Pakistan Mercantile Exchange - Membership card

Membership card represents corporate membership of Pakistan Mercantile Exchange with indefinite useful life. This is
stated at cost less impairment, if any. The carrying amount is reviewed at each balance sheet date to assess whether
this is in excess of its recoverable amount, and where the carrying value exceeds estimated recoverable amount, this is
written down to its estimated recoverable amount.

Computer software

Expenditure incurred to acquire identifiable computer software and having probable economic benefits exceeding the
cost beyond one year, is recognized as an intangible asset. Such expenditure includes the purchase cost of software
(license fee) and related overhead cost.

Costs associated with maintaining computer software programs are recognized as an expense when incurred.

Computer software and license costs are stated at cost less accumulated amortization and any identified impairment
loss and amortized through reducing balance method.

Investment property

Property that is held for long-term rental yields or for capital appreciation or for both, but not for sale in the ordinary
course of business, use in the supply of services or for administrative purposes, is classified as investment property.
Investment property is initially measured at its cost, including related transaction costs and borrowing costs, if any.

Subsequent expenditure is capitalized to the asset's carrying amount only when it is probable that future economic
benefits associated with the expenditure will flow to the Company and the cost of the item can be measured reliably.
All other repairs and maintenance costs are expenses when incurred.

Financial Instruments
Initial Measurement of financial assets

The Company classifies its financial assets in to following three categories:

- fair value through other comprehensive income (FVOCI)
- fair value through profit or loss (FVTPL), and
- measured at amortized cost.

A financial asset is initially measured at fair value plus, for an item not at FVTPL, transaction costs that are directly
attributable to its applicable.
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Subsequent Measurement
Debt Investments at These assets are subsequently measured at fair value. Interest / markeup
FVOCI income calculated using the effective interest method, foreign exchange

gains and losses and impairment are recognized in the statement of profit or
loss. Other net gains and losses are recognized in other comprehensive
income. On de-recognition, gains and losses accumulated in ohter
comprehensive income are reclassified the statement of profit or loss

Equity Investments at These assets are subsequently measured at fair value. Dividends are

FVOCI recognized as income in the statement of profit or loss unless the dividend
clearly represents a recovery of part of the cost of the investment. Other net
gains and losses are recognized in other comprehensive income and are
never reclassified to the statement of profit or loss account.

Financial assets at These assets are subsequently measured at fair value. Net gains and losses,
FVTPL including any interest / markup or dividend income, are recognized in
statement profit or loss account.

Financial assets measured These assets are subsequently measured at authozied cost using the

at amortized cost effective interest method. The amortized cost is reduced by impairment
losses. Interest / markup income, foreign exchange gains and losses and
impairment are recognized in the statement of profit or loss account.

3.5.2 Financial liabilities

Financial liabilities are classified as measured at amortized cost or 'At Fair Value - Through Profit or Loss'
(FVTPL). A financial liability is classified as at FVTPL if it is classified as held for trading, it is a derivative or
it is designated as such on initial recognition. Financial liabilities at FVTPL are measured at fair value and net
gains and losses, including any interest expense, are recognized in the statement of profit or loss.

Other financial liabilities are subsequently measured at amortized cost using the effective interest method.
Interest expense and foreign exchange gains and losses are recognized in the statement of profit or loss. Any

gain or loss on de-recognition is also recognized in the statement of profit or loss.

Financial liabilities are derecognized when the contractual obligations are discharged or cancelled or have
expired or when the financial liability's cash flows have been substantially modified.

3.6 Impairment

3.6.1 Financial assets

The Company recognises loss allowances for Expected Credit Losses (ECLs) in respect of financial assets
measured at amortised cost.

The Company measures loss allowances at an amount equal to lifetime ECLs, except for the following, which
are measured at 12-month ECLs:
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- debt securities that are determined to have low credit risk at the reporting date; and

- other debt securities and bank balance for which credit risk (i.e. the risk of default occurring over the expected life of the
financial instrument) has not increased significantly since initial recognition.

Loss allowances for trade receivables are always measured at an amount equal to lifetime ECLs.

When determining whether the credit risk of a financial asset has increased significantly since initial recognition and when
estimating ECLs, the Company considers reasonable and supportable information that is relevant and available without undue
cost or effort. This includes both quantitative and quantitative information and analysis, based on the Company’s historical
experience and informed credit assessment and including forward-looking information.

The Company assumes that the credit risk on a financial assets has increased significantly if it is more than past due for a
reasonable period of time. Lifetime ECLs are the ECLs that result from all possible default events over the expected life of a
financial instrument. 12-month ECLs are the portion of ECLs that result from default events that are possible within the 12
months after the reporting date (or a shorter period if the expected life of the instrument is less than 12 months). The
maximum period considered when estimating ECLs is the maximum contractual period over which the Company is exposed

Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying amount of the assets.

The gross carrying amount of a financial asset is written off when the Company has no reasonable expectations of recovering
of a financial asset in its entirely or a portion thereof. The Company individually makes an assessment with respect to the
timing and amount of write-off based on whether there is a reasonable expectation of recovery. The Company expects no
significant recovery from the amount written off. However, financial assets that are written off could still be subject to
enforcement activities in order to comply with the Company’s procedures for recovery of amounts due.

Impairment of non-financial assets

The carrying amout of the Company's non-financial assets are reviewed at each reporting date to determine whether there is
any objective evidence that an assets or group of assets may be impaired. If any such evidence exists, the asset's or group of
assets' recoverable amount is estimated. An impairment loss is recognized whenever the carrying amount of an asset exceeds

its recoverable amount. Recoverable amount is the higher of value in use and fair value less cost to sell. Impairment losses are
recognized to the statement of profit or loss.

Derecognition

Financial assets

The Company derecognises financial assets only when the contractual rights to cash flows from the financial assets expire or
when it transfer the financial assets and substantially all the associated risks and reward of ownership to another entity. On
derecognition of financial assets measured at amortized cost, the difference between the assets carrying value and the sum of
the consideration received and receivable recognised in statement of profit or loss. In addition, on derecognition of an
investment in a debt instrument classified as at FVTOCI, the cumulative gain or loss previously accumulated in the
investments revaluation reserve reclassified to statement of profit or loss. In contrast, on derecognition of an investment in
equity instrument which the Company has elected on initial recognition to measure at FVTOCI, the cumulative gain or loss
previously accumulated in the investments revaluation reserve is not reclassified to statement of profit or loss, but is
transferred to statement of changes in equity.
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Financial liabilities

The Company derecognises financial liabilities only when its obligations under the financial liabilities are discharged,
cancelled or expired. The difference between the carrying amount of the financial liabilities derecognised and the

consideration paid and payable, including any non-cash assets transferred or liabilities assumed, is recognised in
statement of profit or loss.

Investments

Investment in shares of listed companies are classified as "At Fair Value - Through Profit or Loss" and is initially
measured at cost and subsequently is measured at fair value determined using the market value at each reporting date.
Dividends are recognized as income in the statement of profit or loss unless the dividend clearly represents a recovery
of part of the cost of the investment. Net gains and losses are recognized in statement profit or loss.

Settlement date accounting

All purchases and sales of securities that require delivery within the time frame established by regulation or market

convention wuch as 'T+2’ purchases and sales are recognized at the settlement date. Trade date is the date on which the
Company commits to purchase or sale an asset.

Off-setting of financial assets and financial liabilities

Financial assets and liabilities are offset and the net amount is reported in the financial statements if, and only if, there

is a legally enforceable right to offset the recognized amounts and there is an intention either to settle on a net basis or
to realize the assets and settle the liabilities simultaneously.

Trade debts and other receivables

Trade debts and other receivables are recognized at fair value and subsequently measured at amortized cost. A
provision for impairment in trade debts and other receivables is made when there is objective evidence that the
Company will not be able to collect all amounts due according to original terms of receivables. Trade debts and other
receivables considered irrecoverable are written off. Actual credit loss experience over past years is used to base the

calculation of expected credit loss (ECL)Trade Receivables in respect of securities sold on behalf of client are recorded
at settlement date of transaction.

Fiduciary assets

Assets held in trust or in a fiduciary capacity by the company are not treated as assets of the Company and accordingly
are not included in these financial statements.

Cash and cash equivalents

Cash and cash equivalents in the statement of cash flows includes cash in hand, balance with banks, other short-term
highly liquid investments with original maturities of three months or less, and bank overdrafts / short term borrowings.
Bank overdrafts are shown within borrowings in current liabilities on the balance sheet.

Share capital

Ordinary shares are classified as equity and recognized at their face value. Incremental costs directly attributable to the
issue of new shares or options are shown in equity as a deduction, net of tax, from the proceeds.

Proposed dividend and transfer between reserves

Dividends declared and transfers between reserves, except appropriations which are required by law, made subsequent

to the reporting date are considered as non-adjusting events and are recognized in the financial statements in the period
in which such dividends and transfers are approved.
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Trade and other payables

Trade and other payables are recognized initially at fair value plus directly attributable cost, if any, and
subsequently measured at amortized cost using the effective interest method. Trade payables in respect of
securities purchased are recorded at settlement date of transaction.

These are classified as current liabilities if payment is due within one year or less (or in the normal operating cycle
of the business if longer). If not, they are presented as non-current liabilities.

Taxation

Income tax expense comprises current and deferred tax. Income tax expense is recognised in the statement of
profit or loss, except to the extent that it relates to items recognised directly in equity or in statement of
comprehensive income, in which case it is recognised in equity or in statement of comprehensive income

i) Current

The current income tax charge is based on the taxable income for the year calculated on the basis of the tax laws

enacted or substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous
years.

ii) Deferred

Deferred tax is provided using the balance sheet liability method, providing for temporary differences between the
carrying amount of assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes. The amount of deferred tax provided is based on the expected manner of realization or settlement of the
carrying amount of assets and liabilities, using the enacted or substantively enacted rates that are expected to apply
to the period when the differences reverse based on tax rates that have been enacted at the reporting date.

Deferred tax liabilities are recognized for all taxable temporary differences. A deferred tax asset is recognized for
all deductible differences, carry forward of unused tax credits and unused tax losses to the extent that it is probable

that future taxable profits will be available against which the asset can be utilized. Deferred tax asset is reduced to
the extent that it is no longer probable that the related tax benefits will be realized.

Provisions

Provisions are recognized when the Company has a present legal or constructive obligation as a result of past
events and it is probable that an outflow of resources will be required to settle the obligation, and a reliable

estimate of the amount can be made of the amount of obligation. Provisions are reviewed at each balance sheet
date and adjusted to reflect current best estimate.

Foreign currency transactions and translation

Monetary assets and liabilities in foreign currencies are translated into Pakistan Rupees at the rates of exchange
prevailing at the balance sheet date. Transactions in foreign currencies are translated into functional currency
using the rates of exchange prevailing at the dates of the transactions. Foreign exchange gains and losses resulting
from the settlement of such transactions and from the translation at year end exchange rates of monetary assets and
liabilities denominated in foreign currencies are recognized in the profit and loss account.
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3.20 Revenue recognition

3.21

3.22

3.23

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Company and
the amount of revenue can be measured reliably. Revenue is measured at the fair value of the consideration
received or receivable, net of any direct expenses. Revenue is recognized on the following basis:

Brokerage, consultancy, advisory fee and commission etc. are recognized as and when such services are

Income from bank deposits, reverse repo and margin deposits is recognized at effective yield on time

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

- Gains / (losses) arising on sale of investments are included in the profit and loss account in the period in
which they arise.

- Unrealized capital gains / (losses) arising from mark to market of investments classified as ‘financial assets
at fair value through profit or loss - held for trading are included in profit and loss account for the period in
which they arise.

- Rental income from investment properties is recognized on accrual basis.

- Other/miscellaneous income is recognized on receipt basis.

Income on financial assets (including margin financing) is recognised on time proportionate basis taking

into account effective / agreed rate of the instrument.

- Unrealised gains / (losses) arising from mark to market of investments classified as 'available for sale' are

taken directly to other comprehensive income.

- Gains / (losses) arising on revaluation of derivatives to fair value are taken to profit and loss account under
other income / other expenses.

Operating and administrative expenses

These expenses are recognized in statement of profit or loss upon utilization of the services or as incurred except
for specifically stated in the financial statements.

Mark-up bearing borrowings and borrowing costs

Mark-up bearing borrowings are recognized initially at fair value, less attributable transaction costs. Subsequent
to initial recognition, mark-up bearing borrowings are stated at amortized cost with any difference between cost

and redemption value being recognised in the statement of profit or loss over the period of the borrowings on an
effective interest basis.

Borrowing costs are recognised as an expense in the period in which these are incurred, except to the extent that
they are directly attributable to the acquisition or construction of a qualifying asset (i.e. an asset that necessarily
takes a substantial period of time to get ready for its intended use or sale) in which case these are capitalised as
part of cost of that asset. '

Earnings per share

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic earnings per share
is calculated by dividing the profit or loss for the year attributable to ordinary shareholders of the Company by
the weighted average number of ordinary shares outstanding during the year. Diluted earnings per share is
determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted average number
of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, if any.



4 PROPERTY AND EQUIPMENT

Net carrying value basis
Year ended June 30, 2020

Opening net book value (NBV)
Additions (at cost)

Disposals (at NBV)/ Written off
Depreciation charge

Closing net book value (NBV)

Gross carrying value basis
As at June 30, 2020

Cost

Accumulated depreciation
Net book value (NBVY)

Net carrving value basis
Year ended June 30, 2019
Opening net book value (NBV)
Additions (at cost)

Disposals (at NBV)
Depreciation charge

Closing net book value (NBV)

Gross carrying value basis
As at June 30, 2019

Cost
Accumulated depreciation
Net book value (NBV)

Depreciation rate (% per annum)

SPECTRUM SECURITIES LIMITED
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NOTES TO THE ACCOUNTS
Office (‘)fﬁce Motor vehicles Fursiture & Cornputer Total
equipments fixtures equipments
(Rupees) (Rupees) (Rupees) (Rupees) (Rupees) (Rupees)

1,381,637 1,633,117 1,181,074 1,872,804 614,834 6,683,466

B 185,000 2,760,000 - 252,654 3,197,654
- - (1,062,970) - - (1,062,970)
(132,003) (161,773) (256,104) (262,388) (203,648) (1,015,916)
1,249,634 1,656,344 2,622,000 1,610,416 663,840 7,802,234
2,100,000 2,668,823 2,760,000 3,714,843 2,293,589 13,537,255
(850,366) (1,012,479) (138,000) (2,104,427) (1,629,749) (5,735,021)
1,249,634 1,656,344 2,622,000 1,610,416 663,840 7,802,234
1,535,152 1,784,075 1,389,499 2,203,299 741,884 7,653,909

- 30,500 - - 136,450 166,950
(153,515) (181,458) (208,425) (330,495) (263,500) (1,137,393)
1,381,637 1,633,117 1,181,074 1,872,804 614,834 6,683,466

2,100,000 2,483,823 2,024,402 3,714,843 2,040,935 12,364,003
(718,363) (850,706) (843,328) (1,842,039) (1,426,101) (5,680,537)

1,381,637 1,633,117 1,181,074 1,872,804 614,834 6,683,466

10 10 15 15 30
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E Rupees Rupees
i 2020 2019

INTANGIBLIEE ASSETS
I'rading Right Entitlement Certificate - Pakistan Stock Exchange Limited 5.1 2,500,000 5,000,000
Less: Sale of Trading Right Entitlement Certificate - Pakistan Stock Exchange Limited (2,500,000)

2,500,000 2,500,000
Computer software 5.2 215,903 264,148

2,715,903 2,764,148

This represents Trading Right Entitlement Certificate (TREC) received from Pakistan Stock Exchange Limited (PSX) in accordance with the
requirements of the Stock Exchanges (Corporatization, Demutualization and Integration) Act, 2012, TREC has been recognized at cost less
accumulated impairment losses.

Computer Software

Acquisition cost 264,148 323,174
Accumulated amortisation

264,148 323,174
Amortisation for the vear (48.245) (59,026)
Net book value 215,903 264,148
LONG TERM INVESTMENT
At fuir value through other comprehensive income
Quoted
Investment in shares of Pakistan Stock Exchange Limited 14,055,522 21,353,582
Shares transferred to short term investment (14,055,522) -

- 21,353,582

Loss on remeasurement of investment at fair value - through other comprehensive income - (7.298,060)
Market value 6.1 - 14,055,522
Ungquoted
Shares of LSE Financial Services Limited 15,866,730 15,259,068
Gain on remeasurement ol investment at [air value - through other comprehensive income 1,291,282 607.662
Balance as at June 30 0.2 17,158,012 15,866,730

17,158,012 29,922,252

This represents the investment in ordinary shares of Pakistan Stock Exchange Limited (PSX) received by the Company in pursuance of the
promulgation of Stock Exchanges (Corporatization, Demutualization and Integration) Act, 2012.

On August 2019, 1,081,194 ordinary shares of Pakistan Stock Exchange Limited (PSX) previously marked as freezed by the Central
Depository Company of Pakistan Limited (CDC) were un-freezed and re-classified as ‘available’ in its Account Balance Report. Since, as of
June 30. 2020. the Company intended to dispose of the investment in due course of time, it was re-classified as a short term investment.

This represents investment in 843,975 unquoted ordinary shares of M/s. LSE Financial Services Limited valued at fair value of Rs. 20.33 per
ordinary share. (2019: 18.80). The Company, as per its policy, carried out the valuation of shares of M/s. LSE Financial Services Limited
using appropriate valuation technique. Assumptions and inputs used in the valuation technique mainly include risk-free rate, equity risk
premium, long term growth rate and projected rates of increase in revenues, other income and expenses.

LONG TERM DEPOSITS

Pakistan Stock Exchange Limited 400,000 400,000
Central Depository Company of Pakistan Limited 100,000 100.000
National Clearing Company of Pakistan Limited 1,000,000 1.000,000
Deposit at Lahore office 210,000 210,000
Base minimum capital 6,100,000 500,000

7,810,000 2,210,000
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Rupees Rupees
Dot 2020 2019
8 TRADE RECEIVABLES - CONSIDERED GOOD
Considered good 8.1 37,935,304 32,123,843
Considered doubtful L L
37,935,304 32,123,843
Allowance for expected credit loss (2,079,680) (428,404)
35,855,624 31,695,439
From clearing house 985,418 3,230,157
36,841,042 34,925,596
8.1 Allowance for expected credit loss
Opening balance 428,404 _
Allowance for expected credit loss 1,651,276 428,404
Closing balance 2,079,680 428,404

ot
—
—

The Company assessed on a forward looking basis, the expected credit losses associated with trade receivables and measured loss
allowance for trade receivables at an amount equal to life time expected credit losses or unsecured balances whichever is higher.

Aging analysis

Upto 90 days

27,898,634 25,277,082
More than 90 but upto 180 days 4,467,838 3,695,241
More than 180 but upto 360 days 3,489,152 2,723,117
More than 360 days 2,079,680 428,404
37,935,304 32,123,843

8.1.2 Due from related parties which are not impaired and their maximum amount outstanding at any time during the year calculated with
reference to month end balances are as follows:

Maximum amount outstanding at
Name of related party Amount due any time during the year
2020 2019 2020 2019
Rupees
Muhammad Imran Arif 510,017 840,017 840,017 840,017
Ahmed Nabeel - 143,982 - 2,148,002
510,017 983,999 840,017 2,988,019
8.1.3 Aging analysis - related party
Name of related party 1- 60 days 61 - 90 days 91-360 days  More than 360 Total gross
Rupees

Muhammad Imran Arif - - - 510,017 510,017
- - - 510,017 510,017
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Total value of securities pertaining to clients held in the Central Depository Company
Value of pledge securities of clients with National Clearing Company of Pakistan Limited
Value of pledge sccurities of clients with Financial institutions

The securities are valued using market rate at the vear end

RECEIVABLE AGAINST MARGIN FINANCING

Rupees Rupees
Pty 2020 2019
748,924,152 91,906,781
8,468,020 668,208

This amount is given as a Margin Fiancning (MF) to our clients through National Clearing Company of Pakistan Limited. This amount is
secured against securities of clients held in house accounts under pledged status. The Company is financing on Financing Participation Ratio
(FPR) of maximum 75%. The amount receivable against margin financing from clients amounting to Rs.3,153,598/- (2019: 14,138,603/-).

SHORT TERM INVESTMENT
Investments at fair values through profit & loss

Listed equity securities

Unrealised loss on remeasurement of investment at fair value - through profit or loss 10.1

Market value

30 June 2020  June 30, 2019

Number of shares

16,568,375 10,115,265
4,123,686 (113,113)
20,692,061 10,002,152

30 June 2020  June 30, 2019

Market value in rupees

- 25,000 [ANL AZGARD NINE LIMITED - 240,500

- 2,500 |EFOODS ENGRO FOODS LIMITED - 145,825

- 51,000 |KEL K-ELECTRIC LIMITED - 223,890

- 4,000 |[KTML KOHINOOR TEXTILE MILLS LIMITED - 100,200

843,975 843,975 |LSEFSL LSE FINACIAL SERVICES LIMITED -

- 3,000 |MIRKS MIRPURKHAS SUGAR MILSS LIMITED - 210,000

- 5,000 [PAEL PAK ELECTRON LIMITED - 100,100

1,602,953 521,759 |PSX PAKISTAN STOCK EXCHANGE LIMITED 15,869,235 6,782,867

1,000 1,000 |RPL ROSHAN PACKAGES LIMITED 22,420 13,360

- 16,000 |STPL SIDDIQSONS TIN PLATE LIMITED - 155,040

- 35,000 |TREET TREET CORPORATION LIMITED - 534,100

- 62,000 |TRG TRG PAKISTAN LIMITED - 1,014,320

- 21,000 |WAVES WAVES SINGER PAKISTAN - 481,950
14,000 | - ATRL ATTOCK REFINERY LIMITED 1,250,480
50,000 | - AKBL ASKARI BANK LIMITED 685,500
1,000 | - NBP NATIONAL BANK LIMITED 27,650
11,700 | - NRL NATIONAL REFINERY LIMITED 1,255,176
10,000 | - PSO PAKISTAN STATE OIL 1,581,600

2,534,628 1,591,234 20,692,061 10,002,152
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11  ADVANCES, DEPOSITS, PRE-PAYMENTS & OTHER RECEIVABLES

Exposure deposit 11.1
Advance payment of tax

Advances for expenses

Staff loan

Other receivables

respect of trade in future and ready market.

12 CASH AND BANK BALANCES

Cash in hand
Cash at bank
- in current account 12.1

12.1 Bank balance pertains to:

Clients
Brokerage House

13 ISSUED, SUBSCRIBED AND PAID UP CAPITAL

2020 2019
Number of shares
900,000 900,000 Ordinary shares of Rs. 100 each fully paid in cash
900,000 900,000

Rupees Rupees
Nobecl g3 2019

81,218,900 41,860,735
4,124,061 4,580,901
1,440,059 1,405,832
194,500 29,000
728,940 2,495,980
87,706,460 50,372,448

This represents deposit with National Clearing Company of Pakistan Limited against the exposure margin in

63,777 26,786
18,377,808 800,075
18,441,585 826,861

6,279,167 361,688
12,098,641 438,387
18,377,808 800,075
90,000,000 90,000,000
90,000,000 90,000,000
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Rupees Rupees

Note | 5020 2019

13.1 The shareholders are entitled to receive all distributions to them including dividend and other entitlements in the

form of bonus and right shares as and when declared by the Company. All shares carry "one vote" per share
without restriction.

14 ACCRUED EXPENSES AND OTHER LIABILITIES

Accrued expenses

314,392 194,936
Other payables 1,651,709 1,104,395
SST payable 333,877 298,447
Short term loan 10,000,000 -
Tax withheld 77,201 -

ﬁ
A

12,377,179 1,597,778

15 CONTINGENCIES AND COMMITMENTS

There are no outstanding contingencies and commitments as at June 30, 2020 (June 30, 2019: Nil).

16 OPERATING REVENUE

Brokerage commission including sales tax on services 16.1 61,690,259 | 31,563,735
Less: Sales tax on services (7,097,391)| (3,631,228)
Net brokerage commission excluding sales tax on services 54,592,868 27,932,507
Dividend income 456,777 658,738

55,049,645 28,591,245

16.1 Brokerage Income - net of sales tax

Equity brokerage
- Institutional customers 7,917,046 5,796,964
- Retail clients 46,675,822 22,135,543

54,592,868 27,932,507
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Rupees Rupees
Mo 2020 2019
17 ADMINISTRATIVE EXPENSES
Director's remuneration 17.1 3,600,000 3,600,000
Salaries and other benefits i 18,751,510 17,098,247
Rent, rates and taxes 1,966,718 1,776,337
Repairs and maintenance 698,830 437,815
Printing and stationery 253,042 303,174
Fees and subscription 975,499 835,414
Traveling and conveyance 104,852 215,497
Commission expense 12,498,101 7,377,097
Computer and software expenses 1,079,835 989,420
Entertainment 371,814 309,704
Vehicle running expenses 930,950 872,970
Auditor's remuneration 17.2 275,000 275,000
i Utilities & communication 2,404,715 2,713,539
Postage and courier 108,704 57,552
Insurance 115,770 51,074
Allowance for expected credit loss 1,651,276 428,404
Advertisement & business promotion 884,000 267,000
Service and transaction charges 907,451 767,179
Charity and donations 35,000 47,200
Depreciation 1,015,916 1,137,393
Amortization of software 48,245 59,026
General expenses 865,061 667,412
49,542,289 40,286,453
17.1 Remuneration of Chief Executive and Director
: 2020 2019
l ('hle,f Directors | Executives Chlef Directors Executives
Executive Executive
Managerial remuneration 3,600,000 - 3,600,000 - -
Company's contribution to the - - - - -
Fees - - - - -
Bonus - - - - =
Housing and utilities - - - - -
3,600,000 - 3,600,000 - -
’ Number ol persons (including those
' who worked part of the year) 1 1 1 1 1
|
17.2 Auditors’ remuneration
i Audit services
Annual audit fee 150,000 150,000
| Certifications 50,000 50,000
200,000 200,000
l Non-audit services
- Other services | 75,000 | 75,000 |
I 75,000 75,000
l 275,000 275,000
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FINANCE COST
Bank charges

OTHER CHARGES
Loss on disposal of TREC

OTHER INCOME

Profit on exposure deposit

Gain on disposal of fixed assets

IPO Commission

Recoveries

Profit on deposit against Margin Financing Services
Profit on deposit against Marginal Trading Services

TAXATION
Current
Prior

21.1 Relationship between income tax expense and accounting profit

Profit / loss before taxation

Tax at the applicable tax rate of 29% (2019 : 29%)
Tax effect of income taxed at lower tax rates

Tax effect of non deductible expenses

Tax effect of minimum tax

Tax effect of exempt income

Tax effect of prior year

Others

: Rupees Rupees
Note 2020 2019
8,218 28,528
8,218 28,528
- 1,400,000
- 1,400,000
3,624,959 2,121,506
37,030 -
46,800 203
7,420 3,460,092
338,071 2,231,075
635,696 192,061
4,689,976 8,004,938
3,692,839 1,458,768
(1,769,879) -
1,922,961 1,458,768
11,618,721 (19,596,974)
3,369,429 (5,683,123)
5,856 2,627,173
1,378,127 3,011,780
239,798 1,064,135
(1,195,869) 406,000
(1,769,879)
(104,501) 32,803
1,922,961 1,458,768

21.2 The income tax returns of the Company have been filed up to tax year 2019 under the Universal Self Assessment Scheme. This

scheme provides that the return filed is deemed to be an assessment order. The returns may be selected for audit within five
years. The Income Tax Commissioner may amend assessment if any objection is raised during audit.

EARNINGS / (LLOSS) PER SHARE- BASIC & DILUTED

Basic earnings / (loss) per share

Profit / (loss) after taxation
Number of shares at the end of the year

Diluted earnings per share

9,695,760 |  (21,034,245)
900,000 900,000
10.77 (2337)

There is no dilutive effect on the basic earnings per share of the Company, since there are no convertible instruments in issue as
at June 30, 2020 which would have any effect on the earnings per share if the option to convert is exercised.
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23 FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES

23.1 Financial instruments by categories
23.1.1 Financial assets

2020

At fair value

At fair value
through other

At amortised

through profit or comprehensive i Total
loss
income
Long term investment - 17,158,012 - 17,158,012
Long term loans, advances & deposits - - 7,810,000 7.810,000
Trade receivables - 36,841,042 36,841,042
Receivable against margin financing - - 3,153,498 3,153,498
Short term investment 20,692,061 - . 20,692,061
Advances, deposits, pre-payments & other receivables . - 87,706,460 87,706,460
Cash & bank balances - - 18,441,585 18,441,585
20,692,061 17,158,012 153,952,585 191,802,657
2019
At fair value
——i - through other | At amortised
through profit or Total
foss com.prchensive cost
income
Long term investment - 29,922,252 - 29,922,252
Long term loans, advances & deposits - - 2,210,000 2,210,000
Trade receivables - - 34,925,596 34,925,596
Receivable against margin financing - - 14,138,603 14,138,603
Short term investment 10,002,152 - - 10,002,152
Advances, deposits, pre-payments & other receivables - - 50,372,448 50,372,448
Cash & bank balances - - 826,861 826,861
10,002,152 29,922,252 102,473,508 142,397,912
23.1.2 Financial liabilities
2020
At fair value
Amortised cost | through profit Total
or loss
Trade payables 54,810,317 E 54,810,317
Accrued expenses & other liabilities 12,377,179 - 12,377,179
67,187,496 - 67,187,496
2019
At fair value
Amortised cost | through profit Total
or loss
Trade payables 22,749,792 - 22,749,792
Accrued expenses & other liabilities 1,597,778 - 1,597,778
24,347,570 - 24,347,570
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FINANCIAL RISK MANAGEMENT
The Board of Directors of the Company has overall responsibility for the establishment and oversight of the Company's risk
management framework. The Company has exposure to the following risks from its use of financial instruments:

Market Risk
Liquidity Risk
Credit Risk
Operational Risk

Market Risk
Market risk is the risk that the fair value or future cash flows of financial instruments will fluctuate due to changes in market
variables such as interest rates, foreign exchange rates and equity prices.

Interest Rate Risk
Interest rate risk is the risk that the value of the financial instrument will fluctuate due to changes in the market interest rates. The
Company is not exposed to such risk.

Foreign Currency Risk
Foreign currency risk is the risk that the fair value or future cash flows of a financial instruments will fluctuate because of changes in

foreign exchange rates. The Company does not have any financial instruments in foreign currencies and hence is not exposed to such
risk.

Equity Price Risk

Equity price risk is the risk of volatility in share price resulting from their dependence on market sentiments, speculative activities,
supply and demand for shares and liquidity in the market. Management of the Company estimates that a 10% increase in the overall
equity prices in the market with all other factors remaining constant would increase the Company's profit by Rs. 2,069,206/- and a
10% decrease would result in a decrease in the Company's profit by the same amount. However, in practice, the actual results may
differ from the sensitivity analysis.

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting its financial obligations associated with its financial
liabilities that are settled by delivering cash or another financial assets. Liquidity risk arises because of the possibility that the
Company could be required to pay its liabilities earlier than expected or difficulty in raising funds to meet comments associated with
financial liabilities as they fall due. Prudent liquidity risk management implies maintaining sufficient cash and marketable securities,
the availability of funding to an adequate amount of committed credit facilities and the ability to close out market options due to the
dynamic natun., of the business. The Company's treasury aims at maintaining ﬂeJ(lbllllV in funding by keeping committed credit lines
available. The following are the contractual maturities of financial liabilities.

2020
Carrying Contractual Six month Six to twelve One to two Two to five
amount cash flows or less months vears years
(Rupees)
Financial liabilities
Trade payables 54,810,317 54,810,317 54,810,317 54,810,317
Accrued expenses & other liabilities 12,377,179 12377179 12,377,179 12,377,179 - -
67,187,496 67,187,496 67,187,496 67,187,496 - -
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2019
Carrying Contractual Six month Six to twelve
ying : ! One to two years | Two to five years
amount cash flows or less months
(Rupees)

Financial liabilities

Trade payables 22.749.792 22,749,792 22,749,792 22,749,792

Accrued expenses & other liabilities 1,597,778 1.597,778 1,597,778 1,597,778 - -
24,347,570 24,347,570 24,347,570 24,347,570 - -

Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other party to incur a
financial loss, without taking into account the fair value of any collateral. Credit risk arises from the inability of the issuers of the
instruments, the relevant financial institutions or counter parties in case of placements or other arrangements to fulfill their obligations.

Exposure to credit risk

Credit risk of the Company arises principally from the trade debts, short term investments, loans and advances, deposits and other
receivables, The carrying amount of financial assets represents the maximum credit exposure. 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 and maintained from the clients. The management continuously monitors the credit exposure
towards the clients and makes provision against those balances considered doubtful of recovery.

The Company's policy is to enter into financial contracts in accordance with the internal risk management policies and investment and
operational guidelines approved by the Board of Directors, In addition, credit risk is also minimised due to the fact that the Company
invests only in high guality financial assets, majority of which have been rated by a reputable rating agency. All transactions are settled
{ paid for upon delivery. The Company does not expect to incur material credit losses on its financial assets. The maximum exposure to
credit risk at the reporting date is follows:

Rupees Rupees
2020 2019

Long term investment 17,158,012 29,922 252
Long term loans, advances & deposits 7.810.000 2,210,000
Trade receivables 36,841,042 34,925,596
Receivable against margin tinancing 3,153,498 14,138,603
Short term investment 20,692,061 10,002,152
Advances, deposits, pre-payments & other receivables 87,706,460 50,372,448
Cash & bank balances 18,441,585 826,861

191,802,657 142,397,912

Concentration of credit risk

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

Trade receivables

The aging of trade receivables and related movement in Expected Credit Loss has been disclosed in note 8 of these financial statements




:
=
:
:
?

24.4

24.5

SPECTRUM SECURITIES LIMITED
NOTES TO THE ACCOUNTS

Bank balances
The analysis below summarizes the credit quality of the Company's bank balance:

Rupees Rupees
2020 2019
AAA = =
Al+ 18,357,408 780,075
AA - 20,400 20,000
BBB - & 0
18,377,808 800,075

Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with the processess,
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 suc as those arising from

legal and regulatory requirements and generally accepted standards of investment management behaviour. Operational risks
arise from all of the Company's activities.

The Company's objective is to manage operational risk so as to balance limiting of financial losses and damage to its reputation
with achieving its investment objective of generating returns for Investors.

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.

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 responsibility;

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.

Fair value of financial instruments

The carrying values of all financial assets and liabilities reflected in these financial statements approximate to their fair value.

The Company measures fair values using the following fair value hierarchy that reflects the significance of the inputs used in
making the measurements:

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.c.
unobservable inputs).
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Fair value of the financial assets that are traded in active markets are based on quoted market prices or dealer prices quotations.

The table below analyses financial instruments measured at fair value at the end of the reporting period by the level in the fair

value hierarchy into which the fair value measurement is categorised:

Financial assets

2020
[ Levell | Level2 | Level3d |  Total |
At fair value through profit and loss
Listed securities 20,692,061 - - 20,692,061
20,692,061 i - 20,692,061
At fair value - through other comprehensive income
Investment in shares of Pakistan Stock Exchange Limited - - - -
Investment in shares of LSE Financial Services Limited - - 17,158,012 17,158,012
- - 17,158,012 17,158,012
2019
1 Level 1 ] Level 2 | Level 3 | Total |
At fair value through profit and loss
Listed securities 10,002,152 - - 10,002,152
10,002,152 - - 10,002,152
At fair value - through other comprehensive income
Investment in shares of Pakistan Stock Exchange Limited 41,163,833 - - -
Investment in shares of LSE Financial Services Limited - - 15,866,730 15,866,730
41,163,833 - 15,866,730 15,866,730

Capital management

The primary objective of the Company's capital management is to maintain healthy capital ratios, strong credit rating and
optimal capital structure in order to ensure ample availability of finance for its existing operations, for maximizing shareholder's

value, for tapping potential investment opportunities and to reduce cost of capital.

The Company manages its capital structure and makes adjustment to it, in light of changes in economic conditions. In order to
maintain or adjust the capital structure, the Company may adjust the amount of dividends paid to shareholders or issue new

shares.

The Company finances its operations through equity, borrowing and management of its working capital with a view to maintain

an appropriate mix between various sources of finance to minimise risk.
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26 RELATED PARTY TRANSACTIONS

of the employment.

All non current assets of the Company as at 30 June 2020 are located in Pakistan.

Name of related party

Nature of relationship

Percentage of shareholding in
the Company

Ahmed Nabeel

Chief Executive Officer

20.000%

Muhammad Imran Arif

Director

0.000%

These financial statements have been prepared on the basis of a single reportable segment as the Company's asset allocation
decisions are based on a single and integrated business strategy.

The internal reporting provided to the chief operating decision-maker relating to the Company's assets, liabilities and performance is
prepared on a consistent basis with the measurement and recognition principles of approved accounting standards as applicable in

Related parties comprise of group companies (the parent company, fellow subsidiaries and the subsidiaries). Key management
personnel of the Company and directors and their close family members and major shareholders of the Company. Transaction with
related parties are on arm's lenght basis. Remuneration and benefits to executives of the Company are in accordance with the terms

Following are the related parties with whom the Company had entered into transactions or have arrangement/ agreement in place:

Details of transactions and balances at year end with related parties, other than remuneration paid to Chief Executive Officer,
directors and executive which are disclosed in relevant note to the financial statements, are as follows:

%
;
i
5

2019
Name of related party Transaction during the year Balances at the year end 2026
Rupees Rupees
Brokerage commission earned 314,015 160,439
Ahmed Nabeel Trade receivables - 143,982
Trade payables 640,139 -
.~ |Brokerage commission earned - 355,140
Muhamamd Imran Arif
ety e Trade receivables 510,017 840,017
27 NUMBER OF EMPLOYEES 2020 T
Total employees of the Company at the year end 36 30
Average employees of the Company during the year 33 29
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PATTERN OF SHAREHOLDING
Number of Shares Name of shareholders Joue e, 2020 .
Percentage of Holding
459,000 Muhammad Owais 51%
107,800 Asif Ibrahim 12%
180,000 Ahmed Nabeel 20%
153,000 Atiqa Zafar 17%
200 Individuals 0%
200,000 100%
During the year there were no changes in shareholdings above 5%.
June 30, 2020
CAPITAL ADEQUACY LEVEL
Total Assets 202,320,794
Less: Total Liabilities (67,187,496)
Less: Revaluation Reserves (Created upon revaluation of Fixed Assets) -
Capital Adequacy Level 29.1 135,133,298

While determining the value of the total assets of the TREC Holder, notional value of the TRE certificate held by the company
as at June 30, 2020, as determined by Pakistan Stock Exchange has been considered.

NET CAPITAL BALANCE

Net Capital Balance of the Company, as at June 30, 2020, in accordance with the Second Schedule of the Securities Brokers

(Licensing and Operations) Regulations, 2016 and the guidebook issued by Securities and Exchange Commission of Pakistan is
Rs. 73,974,360 /-.

LIQUID CAPITAL BALANCE

Liquid Capital Balance of the Company, as at June 30, 2020, in accordance with the Third Schedule of the Securities Brokers
(Licensing and Operations) Regulations, 2016 is Rs. 62,678,409/-,

AUTHORIZATION FOR ISSUE

These financial statements have been authorized for issue by the Board of Directors of the Company on
—94 SEP-cu

GENERAL

Figures have been re-arranged and re-classified wherever necessary, for the purpose of better presentation. No major
reclassifications were made in these financial statements.

Figures have been rounded off to the nearest rupee.

Chief Executive

Initialled
i or
\ [dentification




