TAURUS SECURITIES LIMITED

Directors’ Report to the Shareholders
For the year ended December 31, 2014

{n behalf of the Board of Directors, | am pleased to present the Audited Annual Financial Statements of
the company for the year ended December 31, 2014 along with the auditors report thereon.

The Karachi Stock Exchange (KSE) depicted resilience in CY 14 as the benchmark KSE-100 depicted a
return of 27% (33% in USD) despite uncertain environment. According to Bloomberg, Pakistan ranked
third in CY 14 and was amongst top 10 markets in the world for the third consecutive year. Moreover, in
Asian frontier markets {(as categorized by MSCI), Pakistan ranked No | outpacing Sri Lanka, Vietnam
and Bangladesh. Main trigger for the market remain Govt, economic initiatives, which include tax
reforms. launch of the privatization process and successful transactions of United Bank, Allied Bank and
Pakistan Petroleum, Pakistan also re-entered in the global bond market after a break of 7 years with a
successful Eurobond issue worth UUSD2.0bn in Apr'l4 and a latter USDI1.0bn global Sukuk issue in
Nov' 14, SBP reserves consequently increased to USD10.4bn by end Dec’ 14 compared to just USD3.5bn

at the beginning of the vear.

Despite volatile law order situation, Net FIPI in the market remained on track clocking in at
LUSD382.5mn compared to USD398.1mn last year, down 4%YoY. Average daily volumes declined
slightly 10 208.7mn shares during CY 14 as compared to 222.5mn shares in CY13. However, rising
valuations and large offerings resulted in 24% higher averapge daily traded value to PKR9.4bn
(USDO2 Imn)in CY 14 as against PKR7.6bn {(USD74.6mn) in CY13.

TSL has continued its aggressive sales strategy that succeeded in capitalization of opportunities at both
end i.e to maintain the existing local market share as well as increasing the company’s foreign share of
business. However, during the year, HSBC discontinued its business relationship with T5L due to
NBP's shareholding in the Company. The Company has started an online trading facility and is focusing
on lapping local institutions and HNWIL The market share of TSL declined marginally as compared
the corresponding vear. Thereby, TSL enabled to close the year with gross revenue of Rs.112 million
and a net profit afler tax of Rs.16 million as compared to the previous year’s gross revenue of Rs. 120
million and net profit after tax of Rs.26 million respectively.

The directors are pleased to confirm that;

o The financial statements prepared by the management of the company, present fairly i1s state of
affairs, the result of its operations, cash flow and changes in equity;

o Proper books of account of the company have been maintained;

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

o International Accounting Standards, as applicable in Pakistan, have been followed in preparation
of the inancial statements and there has been no departure from them.

o The system ol internal control is sound and has been effective!y implemented and monitored,
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The Public Sector Companies (Corporate Governance) Rules, 2013 became effective from August 2013,
[hese rules are applicable on the company due to the indirect control of the Government (through the
ownership of the sponsors). Some clauses of the rules are stringent and their compliance is cumbersome
and not practicable for a small company like TSL, therefore, the Company approached to the SECP for
exemption from the relevant clauses. The SECP has concurred with the contention of TSL and granted
the exemptions from majority of the clauses which were sought and the Company would be compliant

with the remaining clauses in due course of time.

The statement of compliance with the rules has been prepared by the company and the auditors have

issued a

clean review report thereon.

During the vear four meetings of the Board of Directors were held. Attendance by each director was as

follows:
- :":ZI,NU._P Name of Directlor ] MNo. of Meetings attended -
1 | Mr. Nadeem A. Ilyas 3
3 T | Mr, Muhammad Ismail Usuf 4
3 | Mr. Muzaffar 8. Khan 3
4 Mr. Imran Samad 3 B _ .
_ 5 | Swed Akhtar Ali Shah 4
6 | Sheikh Aftab Ahmad 4
5 7 | Syed Zain Hussain 4

leaves of absence were granted to the directors who could not attend the Board Meeting.

Puring the year four meetings of the Audit Committee were held. Attendance by each director was as

follows:
| S.No. Name of Member No. of Meetings attended
| Mr. Muhammad [smail Usuf 4
Z Mr, Akhtar Ali Shah 4
3 Sheikh Aftab Ahmad 4
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The pattern of shareholdings is properly disclosed in the Note-18 of the annexed financial statements,

Remuneration of the Chief Executive/Directors and Executives is properly disclosed in the Note-29 of
the annexed financial statements.

The company operates approved funded gratuity and provident fund schemes for all eligible employees.
The value of investments of these funds as per latest audited financial statements for the year ended June
30, 2014 are as follows:

----- (Rupees) -—-
Gratuity Fund B.955.427
Provident Fund 4,563,500

Financial Highlights of the Company

December-31 Amount in Rs
2014 2013 Variance
Amount %

Brokerage Incoma B2 0% 424 92 432 807 3 503,383)| {1m
Flark-up incams 14,952,760 14,425 678 £37.081 4
Zapidal gain 12,671 848 10,568 555 2 400 BEQ 23
Cabwet Income 1,308,235 2,001 520 {785 205) [EELH |

112, 170 2T 110,518 &t (7,348,727} )
Oparating and Administralive Expenses {81, 477,883 (E1,921, 35} (9,556 534, 12
Financial Charges (1,467 BS7T) [1,556,717) Ha.850 (G}
Profit belare Taxabon 189,224 527 38 040,928 (16,816, 401) (47
Taxabaon {3.801,753) (5. 706, 598) & 404,799 {6E]
Prefil aller Taxalion 15,822,726 26,334 330 {10.411,602) {4i1)
Acrirmadated praft (loss) broughd foreard 1TATELAS0 153,462 470
Remegsurement of defined benafd assel’ (liability)-net of Lax 12,461 284 GA7 484
Chwicheerid {22,953 9200 6,751,153}
Accurmulated profit carried forwand 164, 240 865 170,733,150
Earming per Shara 1.18 195
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Credit Rating

JCR-VIS has reaffirmed the company’s long term rating to A (single A) and short term rating to A-2 (A

two) with an outlook as “Stable’.

Future Ourlook

We remain optimistic on the macro picture in CY15 and feel that government's ability 10 implement its
cconormic agenda which includes deficit reduction and offloading of stakes in state owned enterprises
hold the key, The fall in oil prices have been a blessing for the economy resulting in lower current
account deficit, inflation and likely reduction in interest rates. The only hurdle was lower tax collection
on petroleum products, which the government has addressed by a hike in GST rate on petroleum
products. This provides an ideal opportunity to reduce the subsidy given to the power sector and
resolving the circular debt which has plagued the energy sector (Qil & Gas and Electricity sector have a

combined weight of 25% in K5E).

Key Financial and Operating Data of six years

{ Rupees in thowsand)
December December December December December December
2014 2013 2012 2011 2010 2002

Paid-up Capital 135,023 135,023 135,023 135,023 135,023 135,023
Accumulated Profit (Loss) 164,332 173,879 153,567 142,611 135,303 131,124
Liatility 121,425 535,533 120,916 32,863 80827 108 873
Total Equity & Liability [ 420780 ] B45.535| 408,506 | 310,697 | 352153 | 376020
Fixed Assets 13,038 17,322 17.277 18,720 21,590 22,646
Othar Assals 407 742 B28,213 392,229 200,877 330,554 353,374
Tolal Assets [azo0.780] 845535 409506 | 210,507 | 352,153 ] 376,020 |
Operating Income 112,170 113,518 28,510 85,232 70,002 78,015
Oiperating Expenses 91,478 B1,921 63,875 56.088 61,506 G2, 458
Financial Charges 1,468 1,567 887 558 dd4 582
Taxation 3.3 8,707 10,166 2381 2873 5705
Met profil [ 15923 ] 26,334 | 23482 | 6,307 | 5179 | a 259 |
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Auditors

The present auditors, M/s. KPMG Taseer Hadi & Co. Chartered Accountants retire and being eligihle,
offer themselves for reappointment at upcoming Annual General Meeting. The Audit Committee and
Board of Directors have recommended the appointment of M/s. KPMG Taseer Hadi & Co. Chartered

Accountants as auditors of the company for the enswing year.
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REVIEW REPORT TO THE MEMBERS ON THE STATEMENT OF
COMPLIANCE WITH THE PUBLIC SECTOR COMPANIES
(CORPORATE GOVERNANCE) RULES, 2013

W have reviewed the enclosed Statement of Compliance with the best practices contained in
the Public Sector Companies ( Corporate Governance) Rules, 2013 (the Rules) prepared by the
Board of Directors of Taurus Securities Limited (“the Company ") for the vear ended December
31, 2014,

The responsibility for compliance with the Rules is that of the Board of Directors of the
Company. Our responsibility is to review, to the extent where such compliance can be
objectively verified, whether the Statement of Compliance reflects the status of the Company’s
compliance with the provisions of the Rules and report if it does not and to highlight any non-
complinnce with the requirements of the Rules. A review is limited primarily to inquiries of the
Company s personnel and review of various docoments prepared by the Company (o comply
with the Rules,

As a part of our audit of the financial statements we are required to obtain an understanding of
the accounting and internal control systems sufficient to plan the audit and develop an effective
audit approach. We are not required to consider whether the Board of Directors’ statement on
mternal control covers all risks and controls or to form an opinion on the effectiveness ol such
internal controls, the Company's corporate governance procedures and risks.

I'he Rules require the Company to place before the Audit Committee, and upon
recommendation of the Audit Committee, place before the Board of Directors for ther review
and approval its related party transactions distinguishing between transactions carried out on
terms equivalent to those that prevail in arm's length transactions and transactions which are not
executed at arm's fength price and recording proper justification for using such alternate pricing
mechanism. We are only reguired and have ensured compliance of this requirement to the exten
of the approval of the related party transactions by the Board of Directors upon recommendation
of the Audit Commitiee. We have not carried out any procedures to determine whether the
related party transactions were undertnken at arm's length price or not.

Based on our review, nothing has come to our attention which causes us to believe that the
Statement of Compliance does not appropriately reflect the Company's compliance, in all
material respects, with the best practices contained in the Rules as applicable to the Company
for the vear ended December 31, 2014,
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Date: 27 March 2015 KPMG Taseer Hadi & Co.
Chartered Accountants
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