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AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed balance sheet of Islamabad Stock Exchange
(Guarantee) Limited (“the Company”) as at June 30, 2010 and the related income and
expenditure account, cash flow statement and statement of changes in funds together
with the notes forming part thereof, for the year then ended 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 our audit.

It is the responsibility of the Company’s management to establish and maintain a system
of internal control, and prepare and present the above said statements in conformity with
the approved accounting standards and the requirements of the Companies Ordinance,
1984. Our responsibility is to express an opinion on these statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in
Pakistan. These standards require that we plan and perform the audit to obtain
reasonable assurance about whether the above said statements are free of any material
misstatement. An audit includes examining on test basis, evidence supporting the
amounts and disclosures in the above said statements. An audit also includes assessing
the accounting policies and significant estimates made by the management, as well as,
evaluating the overall presentation of the above said statements. We believe that our
audit provides a reasonable basis for our opinion and, after due verification, we report

that:-

a. in our opinion, proper books of accounts have been kept by the Company as
required by the Companies Ordinance, 1984,

b. in our opinion:-

I, the balance sheet and income and expenditure account together with the
notes thereon have been drawn up in conformity with the Companies
Ordinance, 1984, and are in agreement with the books of accounts and
are further in accordance with accounting policies consistently applied,
except for the changes stated in note 2.5.1 and 3.6.1 to the financial
statements, with which we concur;

i the expenditure incurred during the year was for the purpose of the
Company's business; and

. the business conducted, investments made and the expenditure incurred
during the year were in accordance with the objects of the Company.

Chartered Accountants
Member of Grant Thornton International Ltd

Other offices in Lahore and Karachi
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. in our opinion and to the best of our information and according to the explanations
given to us, the balance sheet, income and expenditure account, cash flow
statement and statement of changes in funds together with the notes forming part
thereof conform with approved accounting standards as applicable in Pakistan,
and give the information required by the Companies Ordinance, 1984, in the
manner so required and respectively give a true and fair view of the state of the
Company's affairs as at June 30, 2010 and of the surplus, its cash flows and
changes in funds for the year then ended; and

d. in our opinion, no Zakat was deductible at source under the Zakat and Ushr
Ordinance, 1980 (XVIil of 1980).
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Islamabad Stock Exchange (Guarantee) Limated
Balance Sheet

As at 3ﬂ_iTum: 2010
2010 2009 2010 2009
FUNDS, RESERVES AND LIABILITIES Nate Rupees Rupees ASSETS MNove Rupees Rupees
FUNDS NOMN-CURRENT ASSETS
General entrance fee fund 4 281,457,074 281 457074 Property, plant and equipment 14 24M 619772 2 745 932 5354
Reserves 408,997 142 114,388,556  Investment property 15 1,050,431 616 -
GO 454 216 395845630  Long term investments 16 B85 781,120 88,012,935
Long term advances - considered good 17 6,748,002 9,562,179
SURPLUS ON REVALUATION OF FIXED 5 Long term secunty deposits 18 14,523,756 14,523,756
ASSETS 1,290,826,924 3,582,104 266 2,858,021,404
NON-CURRENT LIABILITIES CURRENT ASSETS
Investors' protection fund 10,490,550 12589568  Account receivables - considered good 19 27931 468 34,997 401
Long term loans - secured 7 950 865,077 742911722 | Advances - considered good 20 4 087,006 5,413,348
Advances, deposits and other receipis ] 262 297 720 1,441 412573 | Deposits and prepayments 21 0.036,953 27,088,422
Liability against asset subject to hnance lease 9 i 613 - Interest accrued 428 065 768,835
Deferred liabilites 10 237 487 200 25,989,945 Other receivables - considered good 22 18,130,862 5,717,538
1,462,107.172 2222003808  Other financial assets 23 - 21,684,360
Advanes ax - net 0774473 21,557 352
CURRENT LIABILITIES Cash and bank balances 24 37418276 51,048,250
Acerued and other payables i 81,107,654 101,231,360 107,707,103 168,275,506
Acerued markup 59,596,492 34 305,127
Advances and deposits 12 240,652,529 49137468 | Assers classified as held for sale 25 135,357 432 -
Current portion of: 243,064,535 168,275,506
- long term loans 7 - 222873517
- liability against asset subject to finance lease Q 423 814 -
381,780,489 407 547 472
3,825,168,801 3,026,296,910 IELIGEE0T  3026,296,910

CONTINGENCIES AND COMMITMENTS 13

The annexed notes 1

CPLQ{RMAI‘J

36 form an integral part of these financial statements.

ANAGING DIRECTOR
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Islamabad Stock Exchange (Guarantee) Limited
Income and Expenditure Account
For the year ended 30 June 2010

INCOME

Fee and subscription

Other operating income

- (Loss)/gain on sale of available for sale investment
- Others

ADMINISTRATIVE EXPENSES
Operating income

Finance cost

Provision for impairment in the value of investment
Worker's welfare fund

Share of profits of associated companies

Income for the year before taxation

Taxation

INCOME FOR THE YEAR AFTER TAXATION

Note

28

30

The annexed notes 1 to 36 form an imr:gral part of these financial statements.

CHMRF&M‘J

[

2010 2009
Rupees Rupees
84,769 236 76,831,398
(6,573,865) 10,791,480
694,013,833 29,920,415
687,439,968 40,711,895
772,209,204 117,543,293
(141,544,069) (73,154,567)
630,665,135 44,388,720
(76,815,198) (15,665,982)
" (9,358,029)
(11,047,981) (779,888)
5,573,005 12,987,111
548,374,961 31,571,938
(262,869,584) (24,052,835)
285,505,378 7,519,103

.'.'.h
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Islamabad Stock Exchange (Guarantee) Limited
Statement of Comprehensive Income
For the year ended 30 June 2010

INCOME FOR THE YEAR AFTER TAXATION
OTHER COMPREHENSIVE INCOME

Share of other mmpmhensiv& income of associates

Surplus on revaluaton of fixed assets
Available for sale financial assets

- Reclassification to income and expenditure account
- Impairment losses
- Current vear loss

TOTAL COMPREHENSIVE INCOME/(LOSS) FOR THE YEAR

The annexed notes 1 to 36 form an integral part of these financial statements.
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2010 2009
Rupees Rupees
285,505,378 7,519,103
59,446 226,908
1,290,826,924
9,043,762 (8,509,642)
- 9,358,029
- (13,205,312)
1,299,930,132 (12,130,017)

1,585,435,510 (4,610,914)

.E,

ANAGING DIRECTOR




Islamabad Stock Exchange (Guarantee) Limited

Statement of changes in funds
For the year ended 30 June 2010

Balance as at 30 June 2008
Funds received during the year
Amount transferred to Settlement Protecton Fund Trust

Total comprehensive income for the year
Income for the vear after taxation

Unrealized loss during the year on remeasurement of
available for sale investment

Impairment loss on available for sale investment
Reclassification  adjustment relating to  disposal of

available for sale investments

Share of other comprehensive income of associates

Balance as at 30 June 2009

‘T'otal comprehensive income for the year

Income for the year after taxation

Reclassification adjustment relating on  disposal of
available for sale investments

Share of other comprehensive income of associates

Balance as at 30 June 2010

The annexed notes 1 to 36 form an integral part of these financial statements.

#

L
crmbmm

Surplus/
1 :
i (deficit) on Accumulated
entrance fee 5 Total
remeasurement income
fund :
of investments
H
Rupees

270357074 3 086,255 143,366,218 416,809 547

11,100,000 - - 11,100,000
; ; (27,453,003)  (27,453,003)

4 7,519,103 7,519,103

= (13,205,312) . (13,205,312)

- 9,358,029 = 0 358029

- (8,509,642) (8,509,642)

. 226,908 . 226,908
281,457,074 (9,043762) 123432318 395,845,630
_ - 285,505,378 285,505,378

9043762 - 9,043,762

3 39 446 2 50 446
281,457,074 59 446 408,937 696 690,454,216

A
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Islamabad Stock Exchange (Guarantee) Limited

Cash Flow Statement
For the year ended 30 June 2010

2010 2009
Rupees Rupees
CASH FLOW FROM OPERATING ACTIVITIES
Income before taxation 548,374,961 31,571,938
Adgnstments for:
Depreciation 85,301,558 11,533,815
Profir on investments, bank deposits and loans (4,392,647) (10,845,763)
Loss/(gain) on sale of available for sale investments 6,573,865 (10,791,480)
Gan on sale of operating fixed assets (538,985) -
Gain on sale of assets classified as held for sale (565,849,129) -
Provision for impairment in value of available for sale investment - 9,358,029
Share of profits of associated companies (5,573,005) (12,987,111)
Provision for doubtful receivables - 1,689,375
Doubtful recervables written off 2,536,646 -
Provision for gratuity 3.427.185 2,654,295
Provision for compensated absences 2,185,118 1,404,909
Financial charges 76,815,198 16,445,870
(399,514,194) 8,461,937
Operating income before working capital changes 148,860,767 40,033,875
Changes in working capital
(Increase)/decrease in assets ———
Accounts recevables 24,140,514 (13,670,517)
Advances, deposits, prepayments and other receivables including
long term advances 8,978,664 (30,638,763)
33,119,178 (44,309,280)
Increase/ (decrease) in current habilines: N
Advances and deposits 191,515,061 (4,736,642)
Accrued and other payables (26,187,706) 78,216,413
165,327,355 73,479,771
Ner changes in working capital 198,446,533 29,170,491
Gratuity pad (3,085,700) (51,516)
Compensated absences paid (1,841,873) (648,273)
Members' protection fund - 1,694,518
Investors' protection fund (2,099,012) 1,446,405
Sertlement protection fund trust - (50,000,000
Income tax paid (40,274,174) (25,561,008)
(47,300,759) (73,119,874)
Net cash generated | (wsed) in operating acfiviites 300,006,541 (3,915,507)
CASH FLOW FROM INVESTING ACTIVITIES - g
Payments for property, plant and equipment (326,068,837) (1,107,573,909)
Proceeds from sale of assets classified as held for sale and operating
assets 87,415,639 130,131
Inrerest received 4,733,416 10,703,099
Dividend received 7,550,000 4 875,000
Proceeds from sale of financial asserts 24 468,523 64,184,685
Net casly nsed in investing activities (201,901,259) (1,027 ,680,994)
CASH FLOW FROM FINANCING ACTIVITIES
Dieposits and other receipts 13,199,725 501,266,539
Proceeds from loans 154,310,608 569,384,020
Repayment of loans (169,230,770) -
Financial charges paid (109,563,246) (70,167,706)
Repayment of lease liability (451,573) -
INet caslh genevated from financing activities (111,735,256) 1,000,482,853
INet (decrease) in casl and cash equivalents (13,629.974) (31,113,648)

Cash and cash equivalents al beginning of the year 51,048,250 82,161,898
Cash and cash equivalents at end of the year 37,418,276 51,048,250

The annexed notes 1 to 36 form an integral part of these financial statements.
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Islamabad Stock Exchange (Guarantee) Limited
Notes to the Financial Statements
For the year ended 30 June 2010

1

2.2

2.3

2.4

STATUS AND NATURE OF BUSINESS

Islamabad Stock Exchange (Guarantee) Limited ("the Company") was incorporated in Islamabad, Pakistan on
October 25, 1989, under the Companies Ordinance, 1984, as a company limited by guarantee. The principal
activity of the Company is to conduct, regulate and control the trade and business of stocks, shares, securities,
bonds, government papers, loans and other investments or securities of like nature. The registered office of the
Company is situated in Islamabad.

Pursuant to the powers conferred on the Securities and Exchange Commission of Pakistan (SECP) through the
Securities and Exchange Ordinance, 1969, the SECP has compiled a draft of the Stock Exchanges
(Corporatisation, Demutualization and Integration) Bill, 2009 which was passed by the National Assembly on
08 October 2009 and was to be passed by the Senate. However, the same has become time barred and will
likely to undergo legislative process soon. After enactment, the Company will be corporatized and
demutualized thereby it will transform into a public Company limited by shares.

BASIS OF PREPARATION
Statement of compliance

These financial statements have been prepared in accordance with the approved accounting standards as
applicable in Pakistan. Approved accounting standards comprise of such International Financial Reporting
Standards (IFRS) issued by the International Accounting Standards Board as are notified under the Companies
Ordinance, 1984, provisions of and directives issued under the Companies Ordinance, 1984. In case the
requirements differ, the provisions or directives of the Companies Ordinance, 1984 shall prevail.

Basis of measurement

These financial statements have been prepared on historical cost convention except for available for sale
vestment which are carried at fair value, obligations in respect of staff gratuity and compensated absences
which are measured at present value and land and building measured at revalued amounts.

Functional and presentation currency

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

Use of estimates and judgments

The preparation of financial statements in conformity with the approved accounting standards require
management to make judgments, estimates and assumptions that affect the application of policies and reported
amounts of assets and liabilities, income and expenses. The estimates and associated assumptions are based on
historical experience and various other factors that are believed to be reasonable under the circumstances, the
results of which form the basis of making the judgments about 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 estimates are 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.

Judgments made by the management in application of the approved accounting standards that have significant
effect on the financial statements and estimates with a significant risk of material adjustment in the next year

are discussed in the ensuing paragraphs.

A e



Islamabad Stock Exchange (Guarantee) Limited
Notes to the Financial Statements
For the year ended 30 June 2010

2.4.1

2.4.2

2.4.3

2.4.4

2.4.5

.5
2.5.1

2.5.2

2.5.3

Staff retirement gratuity and compensated absences

Gratuity and compensated absences are provided to eligible employees of the Company. Calculations in this
respect require assumptions to be made of future outcomes, the principle ones are being in respect of increase
in remuneration and the discount rate used to convert future cash flows to current values. Calculations are
sensitive to changes in the underlying assumptions.

Property, plant and equipment

The Company reviews the useful lives and residual value of property. plant and equipment on a regular basis.
Any change in the estimates in future years might affect the carrying amounts of respective items of property,
plant and equipment with a corresponding effect on the depreciation charge and the impairment.

Provision for doubtful receivables

Receivables are assessed on a regular basis and if there is any doubt about recoverability of these receivables,
appropriate provision for doubtful debts is made.

Taxation

The Company takes into account the current income tax law and decisions taken by the taxation authorities.
Instances where the Company’s views differ from the views taken by the income tax department at the
assessment stage and where the Company considers that its view on the items of material nature is in
accordance with law, the amounts are shown as contingent liabilities.

Impairment

The carrying amounts of the Company’s assets are reviewed at each balance sheet date to determine whether
there is any indication of impairment. If such indication exists the assets recoverable amount is estimated.
Impairment is recognized wherever the carrying amount of the asset exceeds its recoverable amount.
Impairment losses are charged to income currently.

Initial adoption of standards, amendments or interpretations to existing standards

Standards. amendments to published standards and interpretations that are effective during the current year and
are relevant to the Company:

Adoption of IAS 1 (revised) ‘Presentation of Financial Statements’ (effective from January 01, 2009).

The Company applies revised standard and has accordingly presented all non-owners changes in equity in the
statement of comprehensive income. Comparative information has been re—presented in conformity with the
revised standard. As this change only impacts presentation aspects, there is no impact on income and
expenditure account for the year.

Adoption of IAS 23 (amendments), ‘Borrowing Cost’ (effective from 01 January 2009)

The amendment requires the capitalization of borrowing costs, to the extent they are directly attributable to the
acquisition, production or construction of qualifying assets. The option of immediately expensing those
borrowing cost is withdrawn. The Company’s current accounting policy is in compliance with this amendment,
and therefore there is no effect on the Company’s financial statements.

During the year, other standards, amendments to published standards and interpretations also became
applicable. However these are either not relevant or do not affect the financial statements of the Company.

The following standards, interpretations and amendments to approved accounting standards are effective for
accounting periods beginning from the dates specified below. These standards, interpretations and the
amendments are either not relevant to the Company's operations or are not expected to have significant impact
on the Company's financial statements:

L






