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First Capital Equities Limited

NOTICE OFANNUAL GENERAL MEETING

Notice is hereby given that the 9" Annual General Meeting of the Shareholders of First Capital Equities Limited ("the
Company") will be held on October 30, 2004 at 5:00 p.m. at the Registered Office of the Company, 103-C/11, Gulberg-
[11, Lahoreto transact thefollowing business:

ORDINARY BUSINESS

1
2.

Toapproveminutesof last Extraordinary General Meeting held on March 12, 2004;

To receive, consider and adopt the financia statements of the Company for the year ended 30 June 2004 together
withtheDirectors and Auditors reportsthereon;

To appoint Auditors for the year ending June 30, 2005 and fix their remuneration. In compliance of the Code of
Corporate Governance, the existing AuditorsM/sNasir Javaid M agsood (Chartered Accountants), who have been
auditors of the Company for more than five years, will required to be retired at the Annual General Meeting. The
Board of Directors on recommendation of Audit Committee have recommended the re-appointment after rotating
the partner in-charge of M/s. Nasir Javaid Magsood (Chartered Accountants) subject to the approval by Securities
and Exchange Commission of Pakistan;

SPECIAL BUSINESS

4.

To consider and pass the following special resolutionswith or without modifications:

"RESOLVED THAT the Chief Executive of the Company be and ishereby authorized to takeall necessary stepsto
make investments on along term basis of an amount of upto Rs. 120 million in the share capital of WorldCALL
Telecom Limited inaccordancewiththe provisionsof section 208 of the Companies Ordinance, 1984.”

"RESOLVED FURTHER THAT the Chief Executive of the Company be and is hereby authorized to take all
necessary stepsto makeinvestmentson along term basisupto Rs. 10 millionin the share capital of the First Capital
InvestmentsLimitedin accordancewith the provisionsof section 208 of the Companies Ordinance, 1984, subject to
necessary regulatory approvalswhererequired.”

"RESOLVED FURTHER THAT the Chief Executive of the Company be and is hereby authorized to take all
necessary steps to make investments on a long term basis in the share capital of WorldCALL Telephony (Pvt.)
Limited upto Rs. 100 million in accordance with the provisions of section 208 of the Companies Ordinance, 1984.
This investment in WorldCALL Telephony (Pvt.) Limited shall be transferred to WorldCALL Telecom Limited
subject to necessary regulatory and lenders/creditors approvals and consents. However, in case the required
approvalsand consents of the regulators, and or lenders/creditors are not avail able or cannot be obtained within the
time-frame as may be allowed by the strategic investors and major lenders, for any reason whatsoever, the above
mentioned investments of upto Rs. 100 million shall be madein the share capital of WorldCALL Telephony (Pvt.)
Limited and notransfer toWorldCALL Telecom Limited will beeffected.”

Thisauthority shall remaininforceuntil revoked by the shareholders."

Toconsider and passthefollowingordinary resolution with or without modification:

"RESOLVED THAT quarterly accountsof the Company be placed onitswebsiteinstead of circul ating the same by
post to the sharehol ders, subject to compliance of the Securities and Exchange Commission of Pakistan's circular
No. 190f 2004 datedApril 14, 2004."

"RESOLVED FURTHER THAT any oneof the Directorsor the Chief Executive or the Company Secretary beand
ishereby authorized to compl etethe necessary corporateand legal formalitiesin connectionwiththeabove.”

By order of theBoard

Lahore Syed Akbar Nagi
October 06, 2004 Company Secretary
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Notes:

1) The Members Register will remain closed from October 23, 2004 to October 30, 2004 (both days inclusive).
Transfers received at Corplink (Pvt.) Limited, Wings Arcade, 1-K, Commercial Model Town, Lahore, the
Registrar and Shares Transfer Office of the Company, by the close of business on October 22, 2004 will betreated
intime.

2) A member eligible to attend and vote at the meeting may appoint another member as proxy to attend and votein
the meeting. Proxiesin order to be effective must be received by the company at the Registered Office not later
than 48 hoursbeforethetimefor holding the meeting.

3) In order to be valid, an instrument of proxy and the power of attorney or other authority (if any) under whichitis
signed, or anotarially certified copy of such power of attorney, must be deposited at the registered office of the
Company, 103-C/Il, Gulberg-111, Lahore, not |essthan 48 hoursbeforethetime of themeeting.

4) a) Individual beneficial owners of CDC entitled to attend and vote at the meeting must bring his/her
participant | D and account/sub-account number alongwith original NI C or passport to authenticate his'her
identity. In case of Corporate entity, resolution of the Board of Directors/Power of attorney with specimen
signatures of nomineesshall beproduced (unlessprovided earlier) at thetime of meeting.

b) For appointing of proxies, the individual beneficial owners of CDC shall submit the proxy form as per
above requirement along with participant | D and account/sub-account number together with attested copy
of their NIC or Passport. The proxy form shall be witnessed by two witnesses with their names, addresses
and NIC numbers. The proxy shall produce his’her original NIC or Passport at thetime of meeting. In case
of Corporateentity, resolution of theBoard of Directors/Power of attorney along with specimen signatures
shall besubmitted (unlesssubmitted earlier) along with the proxy form.

5) Membersareregquested to notify any changeintheir registered addressimmediately.

STATEMENT UNDER SECTION 208 OF THE COM PANIESORDINANCE, 1984

WorldCALL Telecom Limited ("WTL")

WorldCALL Telecom Limited was incorporated in Pakistan as a public limited company under the Companies
Ordinance, 1984 on March 15, 2001. The principal business of WTL is to carry on al or any of the business of
telecommunication and i nteractive communications.

Under the de-regulation policy for telecommunication sector, WTL being part of the WorldCALL Group was provided
with oneof thefirst Long Distanceand I nternational (" LDI") fixed linetelecommunication license on July 14, 2004.
Thesaid LDI license awarded to WTL isvalid for 20 years. WTL is permitted to lease infrastructure from PTCL or any
other infrastructure owner on mutually agreed commercial terms, non-discriminatory to other licensees seeking the
same facility. Contracts for equipment supply and network deployment have been finalized with leading international
telecom vendors including Siemens, Digiquant and Nueraetc. WTL have installed its equipment to cater the needs of
different market segments in order to offer competitive voice and value added services tailored to the individual
requirements. WTL has also entered into agreement with international call carriers. With the LDI network in place, the
end customer will beableto get better quality of serviceand care. WTL will begintoroll out these services shortly. WTL
has sel ected state of theart-technol ogy to offer next generation servicesand will bethefirst operator to deploy afull Next
Generation Network (NGN). Thetotal cost of the LDI project undertaken by WTL, isaround Rs. 580 million which will
be financed through equity of Rs. 350 million and debt of Rs. 230 million. Through interconnects with existing
operators, new entrants and other group companies, WTL intends to use its network to offer LDI services to cover
complete range of nationwide calling, International calling and International voi ce termination operations. WTL plans
to roll-out its operations with 14 Points of Presence (PoPs) in fourteen (14) different telecom regions of the country,
giving nationwide coveragefrom day one of operations. WTL hasalready implemented coreinfrastructureusing cutting
edge voice compression technology along with NGN soft switches, billing and network management centre. WTL has
aready made necessary regulatory filing for operational launch of serviceswiththe PTAand PTCL.
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The deregulation of telecommunication sector has opened up various avenues to invest in infrastructure projects. The
LDI license authorizes the licensees to have their own infrastructure. Demand for voice, dataand video bandwidth has
been increasing exponentially and will continue to multiply in the years to come. It offers tremendous opportunity to
operators/companies that are engaged in various transmission mediaincluding but not limited to mobile phones, LDI,
Local Loop, Wirelesslocal loop, Payphones, Prepaid calling cards, TV channel operators & carriers, call centers, etc. It
isexpected that theexisting PTCL fibre optic network backbone may not be ableto cater for hugetraffic dataintheyears
tocome. Therefore, WTL intendsto undertake L ong Haul project inadditionto LDI project. Throughthisproject WTL
intendsto lay itsown 4,000 km fibre optic network through out Pakistan by connecting different cities. The network will
connect all theimportant cities of Pakistan and will provideADD/DROPfacilitiesat around 27 locations. Thiswill cater
not only WorldCALL Group's telecom requirements but also provide lease to other telecom/IT operators/companies.
This network in Pakistan will provide atimely link to the busiest cities of Pakistan. Transfer of heavy datawill also be
possiblewith thisfast and efficient network solution. The network shall be providedinitially with 2.5 Gh/s Synchronous
Digital Hierarchy ("SDH") onasinglepair of 12 fibre cablesthat will sufficetherequirementsfor traffic envisaged. The
fibreis selected to cater high capacity Dense Wavel ength Division Multiplexing ("DWDM™) based 10 Gh/s and higher
systemsto meet the future requirements. WTL plansto adopt three self healing rings configuration for its network. If a
node on the network detect adisruption (duetofault or breakage on thefibre), the network will automatically heal traffic
flow by redirecting traffic on adifferent route within the self healing rings. Therefore, the disruption on the fibres does
not affect the traffic flow. The surveys of all rings have been completed. WTL isin the process of negotiation right of
ways with different authorities/local governments. On the basis of careful technical/commercia evaluation and
negotiationswith thevendors, | etter of intent hasbeenissued to suppliers. Thetotal project cost isestimated around USD
45 million which is expected to be financed through 70% of equity and bal ance through debt. The Company intendsto
invest upto Rs. 120 million in the project. The Company expects to earn substantial returns after completion of the
project. It isexpected that the Company benot only ideally positioned to benefit from the growing telecom/I T market but
also meet market expectations in terms of service quality, economy and flexibility. Significant traffic potentia is
expected on WTL'snetwork that includes cellular companies, LDI operators, WL L, Datanetworks etc. The commercial
operations with full network capacity are expected to start within 2 years, however, the points where network is
connected and ready shall beavailablefor services. The project isbeing handled by ateam of expertswho haveextensive
knowledge and experienceinthetelecomfield.

WorldCALL Telephony (Pvt.) Limited (*WTPL")

WTPL wasincorporated in Pakistan as a private limited company under the Companies Ordinance, 1984 on March 26,
2004. The main activity of WTPL isto carry on al or any of the business of Telecommunications including but not
limited to systemssignals, wirelesslocal |oop, dataor messagesetc. Telecom Deregulation policy in July 2003 attracted
private sector investment to encourage tele-density in Pakistan. The Pakistan Telecommunication Authority ("PTA")
auctioned 2 new cellular licensesin April 2004 and later awarded Local Loop and Long Distance International licenses
in July/August 2004 following the deregul ation policy. Theimpending deregul ation of the Telecomindustry offersgreat
opportunities, especially to playerswith existing tel ecom operations and significance experience of the telecom market
in Pakistan. Anticipating the de-regulation of the telecom sector and existing offerings of the Company, WTPL is
planning to launch Wireless Local Loop ("WLL") telephony, data and associated value added servicesin PTA Telecom
Regions. WLL can be defined as an access system that useswirelesslink to connect subscribersto their local exchanges
in place of conventional copper cable. Using awirelesslink shortens the gestations period and al so reducesinstallation
and operation costs. The preferred technology used by WTPL for delivery of WLL services will be in Code Division
MultipleAccess("CDMA").

WTPL intends to acquire WLL licenses and offer these services in various telecom regions of Pakistan. WTPL has
aready filed applications for Local Loop licenses in the fourteen PTA Telecom Regions and has participated in the
bidding for frequency spectrumsasinvited by PTA. Thesefourteen regionsare (a) Lahore Telecom Region ("LTR") (b)
Multan Telecom Region ("M TR") (c) Faisalabad Telecom Region ("FTR") (d) GujranwalaTelecom Region ("GTR") (€)
Central Telecom Region ("CTR") (f) Rawalpindi Telecom Region ("RTR") (g) Islamabad Telecom Region ("ITR") (h)
Hazara Telecom Region ("HTR") (i) North Telecom Region-1 ("NTR-1") (j) North Telecom Region-1I ("NTR-11") (k)
Karachi Telecom Region (1) Southern Telecom Region-I ("STR-I") (m) Southern Telecom Region-V ("STR-V") (n)
Western Telecom Region ("WTR"). Region wise auction for the frequency spectrums was conducted from 11 August
2004 to 19 August 2004 for assignment of radio frequency spectrums 1.9 GHz, 450 MHz, 479 MHz and 3.4-3.6 GHz.
The comparisons among all these frequencies mainly depend upon attenuation, diffraction and high penetration depths
etc. WTPL hasbeen ableto securefrequenciesin varioustelecom regions of PTA through bidding for the amount of Rs.
2,417.22million.
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WTPL hasbeen ableto securefoll owing frequenciesthrough bidding for theamount indicated in front of each frequency
inrespectiveregions:

PTCL Region Frequency Type Price

(RupeesinMillion)
Faisalabad Telecom Region ("FTR") 1.9Ghz 425
479 Mhz 3
Central Telecom Region ("CTR") 1.9Ghz 121
3.5Ghz 0.58 *
Lahore Telecom Region ("LTR") 1.9Ghz 353
Gujranwala Telecom Region ("GTR") 1.9Ghz 295
479 Mhz 25
3.5Ghz 0.58*
Multan Telecom Region ("MTR") 1.9Ghz 286
479 Mhz 20
3.5Ghz 0.58*
Northern Telecom Region-1 ("NTR-1") 1.9 Ghz 202
Hazara Telecom Region ("HTR") 479 Mhz 10
3.5GHz 0.58 *
Northern Telecom Region-I11 ("NTR-11") 3.5Ghz 0.58*
Islamabad Telecom Region ("ITR") 479 Mhz 7
Rawalpindi Telecom Region ("RTR") 1.9Ghz 199
479 Mhz 17
3.5GHz 0.58 *
Western Telecm Region ("WTR") 479 Mhz 10
3.5GHz 0.58 *
Southern Telecom Region-1 ("STR-1") 1.9Ghz 134
479 Mhz 8
35GHz 0.58 *
Karachi Telecom Region ("KTR") 450 Mhz 176
479 Mhz 31
Southern Telecom Region-V ("STR-V") 1.9Ghz 79
479 Mhz 11
35GHz 0.58 *
Total commitment 2417.22

* At base price

WTPL has recently signed equipment supply and service contract with Samsung Electronics Co., Limited, acompany
incorporated under the laws of Korea for Code Division Multiple Access ("CDMA") system and is making necessary
arrangementsfor itsroll out plans.

WTPL will providelocal, NWD & ISD telephony using wirelessinfrastructure to meet or exceed the quality of service
parametersand guidelines prescribed by the PTA. NWD & 1SD accesswill be provided through interconnect agreement
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with LDI operator. WTPL using WLL technology will offer limited mobility to its users so that they can roam within a
specified range. It can offer all the servicesthat cellular operator provide within acertain areaat competitive rates since
the call rateswill be based on fixed line rateswithout any airtime charges. Data services can also be offered in the future
using thesameinfrastructure.

Currently thereare no WLL operatorsin therest of Pakistan, thusthe services offered by WTPL will be prominent. The
main product will be Voice Services but it will be supported by other products like Short Messaging Services ("SMS"),
Multimedia Messaging Services ("MMS"), Push to Tak ("PTT"), Cdlular Digita Packet Data ("CDPD"), etc for
customers who require these value added services. WTPL infrastructure and equipment will support the provisions
of new servicesthat are currently not availablein the market and will be positioned asa" Convenient Telephonic Service
Provider" with"Limited Mobility".

WTPL intends to obtain market penetration by offering connectivity at ratesthat are comparable or lower than PTCL's
prevailing charges. WTPL can take advantage of lower operating costs and influence wireless infrastructure to gain
market share by providing economically priced services. WTPL will focus on not only the major areas (within the
prescribed PTA rollout obligations) but also on providing rural telephony to take advantage of the Universal Service
Fund ("USF") to promotetelecominfrastructurein therural areasbeing offered by the PTA. In addition, WTPL will also
be entitled to receive Access Promotion Charges ("APC") on international call termination from Long Distance
International ("LDI") operators. Theinitial project cost is estimated around USD 83 million comprising of around USD
42 million equity (including equity through Pre-I PO/1PO) and bal ance asdebt.

WTL wasawarded the L DI license and while another group company WTPL al so has successfully bid and won spectrum
in all 14 telecom regions for WLL services for which license shall be issued shortly. Utilizing the above licenses
WorldCALL will offer LDI and WLL services to customers across Pakistan. Additionally WorldCALL Group is
undertaking Long Haul project to provide infrastructure to its LDI project as well as offer backbone services to other
operators as anetwork provider. Certain strategic investors and potential debt providers have asked the management of
WorldCALL Group to consolidate the LDI, LH and WLL projects into one Company, preferably, WTL, to offer a
comprehensive basic telephony services and leverage the synergies that will be available by such an exercise. The
principal reason for this demand is interlinked businesses and services of the projects and related potential issues with
respect to pricing of their respective services as associated companies. Further, thiswill also provide assured revenues
from own operations, innovative packaging and bundling, discounted tariff structuring, range of potential customers,
synergy of operations, service provider with network ownership, covered services with large capital base, taxation
advantages, times saving, faster decision making and enhanced HR efficiencies. In view of the said requirement, the
management wishes to request approval of the shareholders of the Company to approve transfer of investment from
WTPL to WTL. However, any such transfer will not be effected unless appropriate approvals and consents arein place
fromthe sharehol ders, lendersand creditors, and regul atorsof bothWTL andWTPL.

First Capital InvestmentsLimited (" FCIL")

FCIL wasincorporated on October 27, 1994 asaprivatelimited company under the provisionsof CompaniesOrdinance,
1984. FCIL was registered as an Investment Advisory company under the Investment Companies and Investment
Advisers Rules, 1971 to provide investment advisory services. FCIL manages First Capital Mutual Fund Limited
("Investment Company" or "FCMF"). Recently, the status of FCIL has been changed to public limited company. The
Authorized Share Capital of FCIL isRs. 40 million, whichisdivided into 4,000,000 ordinary sharesof Rs. 10/- each. The
paid up capital of FCIL isRs. 31.50 milliondividedinto 3,150,000 ordinary sharesof Rs. 10/- each.

Pakistan's equity markets are witnessing a bull-run that has resulted in the market breaching its previous al-time high
levels and as aresult has established new all-time highs. The KSE 100 index has risen to its highest points since the
beginning of the historic bullish trend in January 2003. Several factors have contributed towards thisbull-runincluding
the structural changesthat have occurred in Pakistan's stock markets which includes but not limited to improvement in
the public sector reforms, development of financial markets, increase in direct foreign investments, improvement in
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inward foreign exchange remittances, improvement in law & order conditions, spectacular decreasein theinterest rates
on deposits by banks, active participation in stock market by banking companies etc. Because of the above and other
related reasons the stock markets remained bullish and this tendency is envisaged to remain intact in the foreseeable
future. The Company intendstoinvest upto Rs. 10 millionin FCIL. It isexpected that all the benefitsaccrued to FCIL on
managing FCM Fwill become part of thereturnsto the Company.

STATEMENT UNDER SECTION 160(1)(b) OF THE COMPANIES ORDINANCE, 1984 READ WITH SRO
865(1)/2000 DATED 6 DECEMBER 2000

Thisstatement sets out the material factspertaining to the Special Businessto betransacted at the Extraordinary General
M eeting of the Company to beheld on October 30, 2004.

1. INVESTMENTSTO BE MADE BY THE COMPANY

The Company isfully authorized by its M emorandum of A ssoci ation to make such investment. Theinvestment would be
madeat suchtime(s), asthe Chief Executivemay think appropriate on behalf of the Company.

Thefollowing arethematerial factsabout the proposed special resolutions:

(i)  Nameof the investee company WorldCALL Telecom Limited ("WTL")
(ii)  Nature,amount and extent of investment Long term investment in share capital of WTL upto Rs.
120 million.

(iii)  Averagemarket priceof thesharesintended to Not applicable (un-listed public company)
be purchased during preceding six monthsin
caseof listed companies

(iv) Break-up value of shares intended to be Rs. 10/- per shares. WTL has not yet started its
purchased on the basis of last published commercial operations.
financial statements

(v)  Priceatwhichshareswill bepurchased Atpar Rs. 10/- for each ordinary share

(vi) Earning per share of the investee company in WTL hasnot started yet itscommercial operations hence
last threeyears no profit and loss account is prepared for the year ended

June 30, 2004.

(vii) Source of funds from where shares will be Cash resources from operations and through debt
purchased financing.

(viii) Periodfor whichinvestment will bemade Asalongterminvestment.

(ix)  Purposeof Investment Utilization of the Company'savail able cash resourcesfor

better future returns to shareholders. The purpose of this
investment is to ensure lucrative returns to its
shareholders by utilization of Company's available
resources.
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(xi)

0]
(i)

(iii)

(iv)

v)
(vi)

Benefits likely to accrue to the Company and
the shareholders from the proposed
investments

Interest of Directors and their relativesin the
investeecompany

First Capital Equities Limited

The Company expects to earn substantial dividends and
capital gains on the proposed investments. In addition,
the prospects of telecommunication growth and
development are bright in Pakistan and the Government
of Pakistan is deeply committed to the ideals of
deregulation, liberalization and in promoting Pakistan as
an investor-friendly country. New opportunities through
deregulation of Pakistan's telecommunications sector
and I T infrastructure have enabled Worl dCA L L Group of
Companies ("WorldCALL Group") to diversify its
services al across Pakistan. No other private sector
entity has such diversified interests within the telecom
sector and, an almost all encompassing network of
services ensuresthat in the current deregul ation scenario
WorldCALL Group becomes a dominant force in the
near future. All the benefits accrued to WTL on the
services provided will become part of the returns to the
Company infuture.

The Directorsof the Company and their relativeshaveno
interest in above company except that what has been
disclosed under the section "Interest of Directors and
their Relatives".

Name of the investee company

Nature, amount and extent of investment

Average market price of the sharesintended
to be purchased during preceding six months
in case of listed companies

Break-up value of sharesintended to be
purchased on the basis of last published
financial statements

Price at which shareswill be purchased

Earning per share of the investee company in
last threeyears
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WorldCALL Telephony (Pvt.) Limited ("WTPL")

Longterm Investment in Share Capital of WTPL uptoRs.
100 million. Thisinvestment shall betransferredtoWTL
subject to necessary regulatory and lenders creditors
approvalsand consents. However, in case of therequired
approvals and consents of the regulators, and
or/lenders/creditors are not available or cannot be
obtained within the time frame as may be allowed by the
strategic investors and major lenders, for any reason
whatsoever, the above mentioned investments shall be
made in the share capital of WTPL and no transfer to
WTL will beeffected.

Not applicable(privatelimited company)

Rs. 10/- per share for the year ended June 30, 2004.
WTPL wasincorporated on March 26, 2004 and has not
started itscommercial operationsyet.

Rs. 10/- for each ordinary share

WTPL wasrecently incorporated on March 26, 2004 and
hasnot yet started itscommercial operations.




(vii) Source of fundsfrom where shareswill be
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Surplus cash resources from operations and through debt
financing.

Asalong-terminvestment.

The purpose of this investment is to ensure lucrative
returns to its shareholders by utilization of Company's
availableresources.

The Company expects to earn substantial dividends and
capital gains on the proposed investments. In addition,
the prospects of telecommunication growth and
development are bright in Pakistan. New opportunities
through deregulation of Pakistan's telecommunications
sector and IT infrastructure have enabled WorldCALL
Group of Companies ("WorldCALL Group") todiversify
its services all across Pakistan. No other private sector
entity has such diversified interests within the telecom
sector and, an almost all encompassing network of
services ensuresthat in the current deregul ation scenario
WorldCALL Group becomes a dominant force in the
near future. All the benefits accrued to WTPL will
becomepart of thereturnsto the Company infuture.

TheDirectorsof the Company and their relativeshave no
interest in above company except that what has been
disclosed under the section "Interest of Directors and
their Relatives'.

purchased

(viii) Period for which investment will be made

(ix) Purpose of I nvestment

(x) Benefitslikely to accrueto the Company and
the shareholdersfrom the proposed
investments

(xi) Interest of Directorsand their relativesin the
investee company

(i)  Nameof theinvestee company

(i)  Nature,amount and extent of investment

(iii)  Averagemarket priceof thesharesintended to
be purchased during preceding six monthsin
caseof listed companies

(iv) Break-up value of shares intended to be
purchased on the basis of last published
financial statements

(v)  Priceat whichshareswill bepurchased

(vi) Earning per share of the investee company in
lastthreeyears

(vii) Source of funds from where shares will be
purchased

(viii) Periodfor whichinvestment will bemade

(ix) Purposeof Investment
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Long term investment in share capital of FCIL upto Rs.
10 million subject to the necessary approvals where
required.

Not applicableasFCIL isunlisted public company

30-06-2004
Rs.10.17
At par Rs. 10/- for each ordinary share

30-06-2004
141

30-06-2003
1.04

30-06-2002
(0.62)

Available cash resources and the future internal cash
generationfromthe profitable operationsof Company.

Asalongterminvestment.

Utilization of the Company'savailable cash resourcesfor
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better future returns to shareholders. Further, Pakistan'
equity marketsarewitnessing abull-run that hasresulted
in the market breaching its previous all-time high levels
and as a result has established new all-time highs. The
KSE 100 index has risen to its highest points since the
beginning of the historic bullish trend in January 2003.
Theequity markets have experienced growth and change
in response to users desires for better services, greater
efficiency, more competitive pricesand better returns.

(X)  Benefits likely to accrue to the company and The Company expects to earn substantial dividends and
the shareholders from the proposed capital gains on the proposed investments for better
investments future returns to shareholders. In addition due to the

growth in the equity market of Pakistan, all the benefits
accrued to FCIL through managing FCMF will become
part of thereturnsof the Company.

(xi) Interest of Directorsand their relativesin the ~ TheDirectorsof the Company andtheir relativeshaveno

investeecompany interest in above company except that what has been
disclosed under the section "Interest of Directors and
their Relatives'.

2.PLACEMENT OF QUARTERLYACCOUNTSOFTHE COMPANY'SWEBSITE

Under section 245 of the Companies Ordinance, 1984 (read with various circulars and notificationsissued from timeto
time) thelisted companiesarerequired to prepare and either transmit their quarterly accounts by post to the shareholders
or publishthesameintheleading daily newspapers.

The Securities and Exchange Commission of Pakistan ("SECP") videits Circular No. 19 of 2004 issued videletter No.
CLD/D-11/51/2003 dated April 14, 2004 has now decided that the requirements of section 245 of the Companies
Ordinance, 1984 would betreated ascomplied with (subject to theful fillment of certain conditionsincluding seeking the
consent of its shareholdersin general meeting as mentioned in the above referred circular) if the quarterly accounts are
placed onthe company'swebsite.

Inorder to ensuretimely availability of theinformation to the stakehol ders and save the cost of printing and dispatching
of quarterly accounts, the Board of Directors has recommended (subject to the approval of SECP and relevant Stock
Exchanges) to place quarterly accounts on Company's website instead of circulating the same by post to the
shareholders.

TheDirectorsarenot interestedin thisbusinessexcept assharehol ders of the Company.
INSPECTION OFDOCUMENTS

Copies of Memorandum and Articles of Association, Statement under section 160(1)(b) of the Companies Ordinance,
1984, Companies Ordinance 1984, De-Regulation Policy for the Telecommunication Sector, SECP's Circular No. 19 of
2004 dated April 14, 2004, annual and quarterly accounts alongwith all published or otherwise required accounts of all
prior periods of the Company and the investee companies as may be applicable in each case along with the financial
projections of the investee company including the Company and other related information of the Company, may be
inspected during the business hours on any working day at the Registered Office of the Company from the date of
publication of thisnoticetill the conclusion of theAnnual General Megting.
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INTEREST OFDIRECTORSAND THEIRRELATIVES

The Directorsof the Company and their rel ativesareinterested to the extent of their shareholdingsashereunder:

Asat 07-10-2004 Asat 07-10-2004 Asat 07-10-2004
Satus Shares Satus Shares Satus Shares
inthe inthe inthe in in in
Nameof Dir./CEO Company Company WTL WTL FCIL FCIL
1 MianEhsanul Haq CEO/Dir. 1,200  Director 500 -
2  Muhammad Faisal Potrik Director 1,200 - - -
3 AliNayyar Director 1,200 - - -
4  MazharAbbas Director 1,200 - - -
5 AhsanZia Director 1,200 - - -
6 FaroogBinHabib Director 1,200 - - -
7  Muhammad Zubair Khalid Director 1,200 - - -
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MISSION STATEMENT

Our missionisto striveto becomethe LEADING INVESTMENT AND FINANCIAL SERVICESCOMPANY and
BEST EMPLOY ER ineach market that we operate. Wewill adhereto thefollowing principlesand provide executionto
direct our future. Weshall experience growth through building qual ity rel ationships, knowledge, serviceand innovation.

DEDICATEDTOMAKEIT HAPPEN

CLIENTS: We will offer every Client: Fast & Friendly Service, Commitment, Cleanliness, Dedication,

Excellence, & Trust.

ASSOCIATES: We will offer every associate: Development, Loyalty, Opportunities, Open-Door, Teamwork,

Training, & Benefits.

IMAGE: Wewill operateevery facility: Professionally, Helpful, Positive, Bright, Clean, & Consistent.

COMMUNITY: We will offer every community: Involvement, Support, Stability, Respect, Assistance, &

Environmental Awareness.

STANDARDS: Wewill operate our business: Ethically, Competitively, Safely, Innovative, with High Expectations, &

Quiality Products.

VISION STATEMENT

Our Vision is linked with our Mission to be the LEADING INVESTMENT AND FINANCIAL SERVICES
COMPANY and BEST EMPLOYER in each market we operate. Our Vision will guide and direct us towards our
mission, and communi cateswhat we believein asan operationsgroup.

WEBELIEVEIN

Obligationto servethe SHAREHOLDERS INTEREST

Providing Clientswith CONSISTENT OUTSTANDING SERVICES
Showing and encouraging TEAMWORK

Maintaining and devel oping high standardsof IMAGE

Treating peoplewith RESPECT

Creating and developingaPOSITIVEENVIRONMENT
BuildingaREPUTATION FOR SUCCESS

Providing serviceswiththeHIGHEST QUALITY
Operatingwiththehighest INTEGRITY & HONESTY

Exploring and encouraging NEW & INNOVATIVEIDEAS
Providing positive RECOGNITION & REINFORCEMENT
Becoming adependant fiberinevery COMMUNITY
Continuetofocusour associateswithDEVELOPMENT & TRAINING
Building and consistently growing overall REVENUES
Provideevery ClientwithaPLEASANT EXPERIENCE

Stay focused on our businessby LISTENING INTENTLY
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DIRECTORS REPORT TO THE SHARE HOLDERS

TheDirectors of the Company are pleased to present the annual report of the Company for the year ended June 30, 2004,
along withtheaudited accountsof the Company and their report thereon.

MARKET REVIEW

The market, during the period under review continued its upsurge and registered an improvement of 57 % during the
period under review. The KSE 100 index touched its high at 5621 in April 2004. Average trading volumes were 369
million sharesand peaked at 1,122 million sharesin the samemonth.

Theupsurgeinthe market wasdriven by investment friendly policiesof the Government, improvinginternational image
of the country, economic prosperity and number of new companiescoming inthe market.

During the period under review, |POs of Qil & Gas Development Corporation, Bank Alfalah, Pakistan Capital Market
Fund and secondary offerings of National Bank, Sui Southern Gas Company and Pl A together with some new Mutual
Funds coming in the market enhanced the capital base of the market and providing new avenues for investment,
attracting new investment inthe market and hence strengthening the market leading it towardsthehistoric highlevel.

Effectivefund management of your Company and pro-activeinvestment strategies of the Company resulted inimproved
profitability of your Company.

FINANCIAL PERFORMANCE

During the period under review, your Company earned arecord profit after tax of Rs. 55.71 million against Rs. 45.38
million during the same period last year, showing an improvement of 23%. The improvement in profitsis mainly on
account of improvement in the market, aggressive sales and marketing activities undertaken by your company, which
have resulted in enhanced clientele and investment base of your Company. Pro-active investment strategies by our
professional staff have resulted in record high revenues of Rs. 189.04 million registering a growth of 61 % against the
sameperiodlast year.

Brokerage Income registered an improvement of 37% amounting to Rs. 122.48 million against Rs. 89.30 million of the
previousyear. During the year, your Company capitalized on the boom at the stock market and recognized capital gains
of Rs. 61.10 million ascomparedto Rs. 10.6 million during last year, registering animprovement of 5folds.
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FUTUREOUTLOOK

With the growth in economy continuing, Government's privatization policy, investment friendly budget and new
companies coming into the market enhancing the capital -base of the market, thelong-term direction of the market seems
tobepositive.

Theimposition of the capital valuetax ontheinvestmentsin theequity market inthefederal budget for 2004-05, islikely
to put pressure on investors. The cvt has resulted in declining trading volumes since July 2004 and has hurt traders. The
broker community, in continuous negotiations with the Government, had succeeded in modificationsin the tax and is
still onthetablewith the Government for the abolition of thetax.

Your Company will continuetotry itsutmost for opti mum performance and maximizing returnstoitsshareholders.
CODE OF CORPORATE GOVERNANCE

Asrequired under the Code of Corporate GovernanceweasBoard of directorsstatethat;

° Thefinancial statements represent thetrue and fair view of the Company's operations, cash flows and changes
inequity.

° Proper booksof account of the Company have been maintained.

° Appropriate accounting policies have been consistently applied in preparation of financial statements while

adopting the International Accounting Standard 39 & International Accounting Standard 19. Accounting
estimates (if any) arebased on reasonable and prudent judgment.

° International Accounting Standards, as applicable in Pakistan have been followed in preparation of financial
statementsand any departuretherefrom (if any) hasbeen adequately disclosed.

° Adeguate system of internal control is designed and being effectively implemented and monitored by the
management.
° Thereareno significant doubtsupon the company'sability to continue asagoing concern.

There has been no material departure from the best practices of Corporate Governance, as provided in the listing
regulations.

RISK MANAGEMENT

The Company'sprincipal business activities by their nature engender significant market and credit risks. In addition, the
company is also subject to various other risks including operating risk, legal risk and funding risk. Effective
identification, assessment and management of these risks are critical to the success and stability of the company. Asa
result comprehensive risk management policies and procedures have been established to identify, control and monitor
each of thesemajor risks.

COMPANY PERFORMANCE IN PAST YEARS

Past six yearscompany performance chart isattached.
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PAYOUT FOR SHAREHOLDERS
Inorder to strengthen the company'sfinancial base, thedirectorsdo not recommend payment of any dividend thisyear.
STATUTORY PAYMENTS

The income tax authorities has re-opened the assessments for the assessment years 1998-1999 & 1999-2000 under
section 66-aof theincometax ordinance, 1979 and assessed atax demand of rs. 10.08 million by allocating expenditure
against the capital gains. The commissioner of income tax (appeals) has finalized the appeal for the assessment year
2000-2001 by partially set aside the appeal of the assesee on allocation of expenditure to exempt income i.e. Capital
gains and tax demand comes to rs. 7.25 million. The company has filed appeals in the income tax appellate tribunal
("itat") for above mentioned years. The income tax authorities have aso finalized the assessment for the assessment
years 2001-2002 by allocating expenditure against capital gains and determined arefund of rs. 530,345/-. The income
tax authorities has also imposed additional tax & penalties u/s 52, 88 & 89 of the income tax ordinance, 1979 and
assessed tax demand of rs. 1.26 million for the assessment years 1998-99 to 2001-02. The company has filed appeals
beforethe commissioner of incometax (appeal s). Themanagement ishopeful for afavourable outcomeintheappeals.

DIRECTORS MEETINGSDURINGTHEYEAR

Six Board meetingswere held during the year. The attendance of each director at the meetings of the Board of Directors
isasper Annexurel.

PATTERN OF SHAREHOLDING

The pattern of shareholding as required under section 236 of the Companies Ordinance, 1984 and Listing and
Regulationsof the Stock Exchangeareenclosed.

TRADINGBY THEDIRECTORSETC.

During thefinancia year, the trading in shares of the company by Directors, CEO, CFO, Company Secretary and their
Spousesand minor Childrenisshownin Annexurell.

EARNINGSPER SHARE
Earningsper sharefor theyear ended June 30, 2004 wasRs. 3.06 ascomparedto Rs.2.50inthelast year.
DIRECTORS

Since the last report, there has been changes in the composition of the Board. During the period, Mr. Akbar Nagi has
resigned from the Board of Directorsand Mr. Farooq Bin Habib has been appointed in his place. Subsequent to the year
end Mr. Khurram Hanif hasal so resigned from the Board of Directorsof the Company and Mr. Muhammad Faisal Potrik
hasbeen appointed asDirector in hisplace. Currently the Company hasseven directorsonitsBoard.
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AUDIT COMMITTEE

The Board of Directors in compliance with the code of corporate governance has established an Audit Committee
consisting of following directors.

Ali Nayyar Chairman

Mian Ehsanul Haq Member

Muhammad Zubair Khalid Member
AUDITORS

The present auditors M/s. Nasir Javaid Magsood (Chartered Accountants) have retired. The Board of Directors, on
recommendation of audit committee, have recommended the reappointment after rotating the partner incharge of M/s.
Nasir Javiad Magsood (Chartered Accountants), subject to the approval by Securities & Exchange Commission of
Pakistan.

HOLDING COMPANY

The Company'sHolding Company isFirst Capital Securities Corporation Limited, acompany incorporated in Pakistan,
havingitsregistered officeat 103-C/I1, Gulberg-111, Lahore.

SUBSIDIARY COMPANY

During theyear, First Capital Equities Limited (FCEL) has acquired 61,200 shares (51%) of Equity Partners Securities
Limited (EPSL) Dhaka, Bangladesh at a price of tk. 112/- per share amounting to tk. 6.85 million equivalent to
US$118,180/-. EPSL isamember of the Dhaka Stock Exchange (DSE) aswell asthe Chittagong Stock Exchange (CSE).
The purpose of thisinvestment isto expand international operations and have a presencein amarket that is expected to
grow rapidly for better futurereturnsto company’ ssharehol ders.

ACKNOWLEDGMENT

The Board of Directors wish to place on record their thanks and appreciation to all our shareholders for the trust and
confidencereposed in usand sinceregratitudeto all our clientsand banksfor their inval uable guidance and support at all
times. Finally, wewould liketo thank the Securities and Exchange Commission of Pakistan and L ahore Stock Exchange

(Guarantee) Limited for their continued guidance and constant improvement on regul ation.

We acknowledgethehard work, motivation, professional skill and positiveeffortsof all thestaff members.

FORAND ONBEHALFOFTHEBOARD

Lahore: Mian Ehsan ul Haq
Dated: October 06, 2004 Chairman and Chief Executive
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Financial Highlights

Income Satement

Revenues
Expenses

Profit before tax
Profit after tax

Balance Sheet

Paid up capital
Shareholders’ equity
Liabilities

Total assets
Investments - Cost
Investments - Mkt Price

Ratios

Earning per share (Rs.)
Break up value (Rs.)
Return on Equity (%)

Payout (%)
Cash
Bonus

First Capital Equities Limited

SEVEN YEARSAT GLANCE

FY 04 FY 03 FY 02 FY 01 FY 00 FY 99 FY 98 |
(Rupees in million)
189.04  118.88 62.29 58.58 18291 174.86 56.30
131.87 70.56 56.81 61.91 169.47  114.93 39.66
57.17 48.32 5.48 (3.33) 13.44 59.92 16.64
55.71 45.38 5.25 (5.63) 9.94 54.32 16.45
240.07  120.04 120.04 120.04 100.04  100.04 100.04
361.65  185.90 140.52 135.27 14091  130.97 112.91
398.82 11291 73.30 28.78 98.81 468.06  290.64
760.48  298.81 213.83 164.05 239.72 599.03  403.55
244.72 16.19 11.35 457 0.15 2.14 0.47
238.88 23.10 11.41 451 0.39 2.03 0.24
3.06 3.78 0.44 0.47) 0.99 5.43 164
15.06 15.48 11.71 11.27 14.09 13.09 10.66
15.40 24.41 3.74 (4.16) 7.05 41.48 14.57
- - - - - 30 15
- - - 19.99 - - -
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Annexure- |

Satement showing attendance of board meetings
from July 01, 2003 to June 30, 2004

]

Name

Attended

L eave Granted

Mian Ehsan ul Hag (CEO)

6

Khurram Hanif

Mazhar Abbas

Ali Nayyar

Muhammad Zubair Khalid

Ahsan Zia

(2] Ko>] Ne)] o] Ne)]

Farooq Bin Habib

Akbar Nagi (Resigned)

»

o|o|~|ofu|s|w| Nk =

Aamer Nasim Chishti (Resigned)

Annexure- ||

Satement showing shares bought and sold by Directors, CEO, CFO
and Company Secretary and their Spouses and minor children
from July 01, 2003 to June 30, 2004

Directors

Mian Ehsan ul Haq (CEO)
Khurram Hanif

Mazhar Abbas

Ali Nayyar

Muhammad Zubair Khalid
Ahsan Zia

Farooq Bin Habib

Akbar Nagi (Resigned)

Aamir Nasim Chishti (Resigned)

Spouses
Minor Children

Chief Financial Officer
Mazhar Abbas

Company Secretary
Akbar Nagi

Opening Balance | Purchase [Shares Sold| Closing Balance
ason July 01, 2003 ason June 30, 2004
600 600 - 1200
600 600 - 1200
600 600 - 1200
600 600 - 1200
600 600 - 1200
- 1200 - 1200
- 1200 - 1200
600 600 1200 -
600 - 600 -
600 600 | - 1200 |
600 600 | 1200 -
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Satement of Compliance with the Code of Cor porate Gover nance
For theyear ended June 30, 2004

This statement is being presented to comply with the Code of Corporate Governance contained in listing regul ations of
L ahore Stock Exchange (Guarantee) Limited for the purpose of establishing aframework of good governance, whereby
alisted company ismanaged in compliancewith thebest practicesof corporate governance.

The Company hasapplied the principlescontained in the Codein thefollowing manner:

1) Theboard of directors comprise of seven directors. The Company encourages representation of independent non-
executivedirectorsonitsboard. At present theboardincludesat | east 2 independent non-executivedirector.

2) Thedirectorshave confirmed that noneof themisserving asadirector in morethan tenlisted companies, including
thisCompany.

3) Alltheresident directorsof the Company areregistered astaxpayersand noneof them hasconvicted by aCourt of a
competent jurisdiction asadefaulter in payment of any loan to abanking company, aDFI or an NBFI. No oneisa
member of Stock Exchange.

4)  All casual vacanciesoccurringinthe Board werefilled up by thedirectorswithin 30 daysthereof.

5) The Company has prepared a 'Statement of Ethics and Business Practices, which has been signed by al the
directorsand employeesof the Company.

6) The board has developed a vision/mission statement, overall corporate strategy and significant policies of the
Company. A complete record of particulars of significant policies along with the dates on which they were
approved or amended hasbeen maintained.

7)  All the powers of the board have been duly exercised and decisions on material transactions, including
appointment and determination of remuneration and terms and conditions of employment of the CEO and other
executivedirectors, havebeentaken by theboard.

8) The meetings of the board were presided over by the Chairman and, in his absence, by a director elected by the
board for this purpose and the board met at | east oncein every quarter. Written notices of theboard meetings, along
with agenda and working papers, were circulated at least seven days before the meetings. The minutes of the
meetingswereappropriately recorded and circul ated.

9) The Board arranged orientation courses for its directors during the year to apprise them of their duties and
responsibilities.

10) TheBoard has approved appointment of Company Secretary including remuneration and terms and conditions of
employment, asdetermined by the CEO.

11) Thedirectors report for this year has been prepared in compliance with the requirements of the Code and fully
describesthe salient mattersrequired to bedisclosed.
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12)

13)

14)

15)

16)

17)

18)

19)

20)

First Capital Equities Limited

Thefinancial statementsof the Company wereduly endorsed by CEO and CFO beforeapproval of theBoard.

Thedirectors, CEO and executives do not hold any interest in the shares of the Company other than that disclosed
inthe pattern of shareholding.

The Company hascomplied with all the corporate and financial reporting requirementsof the Code.

TheBoard hasformed an audit committee. At present the committeeinclude one non-executive director including
the Chairman of the Committee and two executivedirectors.

The meetings of the audit committee were held at |east once every quarter prior to approval of interim and final
resultsof the Company and asrequired by the Code. Thetermsof reference of the committee have been formed and
advised to thecommitteefor compliance.

TheBoard has set-up an effectiveinternal audit function having suitable qualified and experienced personnel who
areconversant withthepoliciesand proceduresof the Company.

The statutory auditors of the Company have confirmed that they have been given a satisfactory rating under the
quality control review program of the Institute of Chartered Accountants of Pakistan, that they or any of the
partnersof thefirm, their spousesand minor children do not hold shares of the Company and that thefirmand all its
partners are in compliance with International Federation of Accountants (IFAC) guidelines on code of ethics as
adopted by I nstitute of Chartered A ccountantsof Pakistan.

Thestatutory auditorsor the personsassoci ated with them have not been appointed to provide other servicesexcept
in accordance with the listing regulations and the auditors have confirmed that they have observed IFAC
guidelinesinthisregard.

We confirmthat all other material principlescontainedinthe Code have been complied with.

For and on behalf of Board
Lahore Mian Ehsanul Haq
Dated: October 06, 2004 Chief Executive Officer
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REVIEW REPORT TO THE MEMBERS
ON STATEMENT OF COMPLIANCE WITH THE PRACTICES OF
CODE OF CORPORATE GOVERNANCE

We have reviewed the Statement of Compliance with the best practices contained in the Code of Corporate
Governance prepared by the Board of Directors of First Capital Equities Limited to comply with the Listing
Regulation of the Lahore Stock Exchange (Guarantee) Limited, wherethe Company islisted.

Theresponsibility for compliance with the Code of Corporate Governanceisthat of the Board of Directors of
the Company. Our responsibility isto review, to the extent where such compliance can be objectively verified,
whether the Statement of Compliance reflectsthe status of the Company's compliance with the provisions of
the Code of Corporate Governance and report if it doesnot. A review islimited primarily to inquiries of the
Company personnel and review of variousdocuments prepared by the Company to comply withthe Code.

Aspart of our audit of financial statementswe 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 have not
carried out any special review of theinternal control system to enable usto express an opinion asto whether
theBoard'sstatement oninternal control coversall controlsand the effectivenessof suchinternal controls.

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
practicescontained in the Codeof Corporate Governanceeffective asat June 30, 2004.

Place: LAHORE Nasir Javaid M agsood
Dated: October 06, 2004 Chartered Accountants
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AUDITORS REPORT TO THE MEMBERS

Wehaveaudited theannexed balancesheet of FIRST CAPITAL EQUITIESLIMITED asat June30, 2004
and the related profit and loss account, cash flow statement and statement of changesin equity together with
the notesforming part thereof, for theyear then ended and we state that we have obtained all theinformation
and explanationswhich, to the best of our knowledge and belief, werenecessary for the purpose of our audit.

It isthe responsibility of the company's management to establish and maintain a system of internal control,
and prepare and present the above said statementsin conformity with the approved accounting standards and
the requirements of the Companies Ordinance, 1984. Our responsihility is to express an opinion on these
statementsbased 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 management, as well as, evaluating the overall
presentation of the above said statements. We believe that our audit provides a reasonable basis for our
opinionand, after dueverification, wereport that:

(& inour opinion, proper books of accounts have been kept by the company as required by the
CompaniesOrdinance, 1984,

(b) inouropinion:

(1) the balance sheet and profit and |oss 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 account and are further in accordance with accounting policies consistently

applied;

(i)  the expenditure incurred during the year was for the purpose of the company's business;
and

(iii)  the business conducted, investments made and the expenditure incurred during the year
wereinaccordancewith the objectsof thecompany;

(c) inour opinion and to the best of our information and according to the explanations given to us, the
balance sheet, profit and loss account, cash flow statement and statement of changes in equity
together with the notes forming part thereof conform with the approved accounting standards as
applicablein Pakistan, and, givetheinformation required by the Companies Ordinance, 1984 in
the manner so required and respectively give atrue and fair view of the state of the company's
affairsasat June 30, 2004, and of the profit, itscash flowsand changesin equity for theyear then
ended; and

(d) inour opinionno Zakat wasdeductibleat sourceunder the Zakat and Ushr Ordinance, 1980.

Place: LAHORE NASIRJAVAID MAQSOOD
Dated: October 06, 2004 CHARTEREDACCOUNTANTS
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BALANCE SHEET
ASAT JUNE 30, 2004
Notes 2004 2003
(Rupees) (Rupees)
NON - CURRENT ASSETS
Tangible Fixed Assets 3 18,044,366 23,259,782
Cost of Cards and Rooms 4 56,507,500 56,200,000
Long Term Investments 5 7,098,169 -
Long Term Deposits 6 2,241,850 1,458,936
83,891,885 80,918,718
CURRENT ASSETS
Accounts receivable 7 278,184,970 129,852,698
Investments held for trading 8 238,877,712 23,101,031
Advances, deposits, prepayments and
other receivables 9 47,894,253 37,201,845
Cash and bank balances 10 111,622,525 27,732,581
676,579,460 217,888,155
CURRENT LIABILITIES
Current maturity of liabilities against assets
subject to finance lease 16 195,134 61,293
Accounts payable 11 307,343,350 95,339,911
Short term running finance 12 66,973,597 -
Creditors, accrued and other liabilities 13 10,936,969 7,224,989
Provision for taxation 7,658,899 5,254,657
393,107,949 107,880,850
WORKING CAPITAL 283,471,512 110,007,305
CAPITAL EMPLOYED 367,363,397 190,926,023
NON - CURRENT LIABILITIES
LIABILITIESAGAINST ASSETS SUBJECT TO
FINANCE LEASE 16 574,324 36,151
DEFERRED LIABILITIES 14 5,145,690 4,988,481
NET CAPITAL EMPLOYED 361,643,383 185,901,391
REPRESENTED BY:
SHARE CAPITAL & RESERVES
Share Capita 15 240,070,000 120,035,000
Unappropriated Profit 121,573,383 65,866,391
361,643,383 185,901,391
CONTINGENCIESAND COMMITMENTS 17 - -
361,643,383 185,901,391
The annexed notes form an integral part of these accounts.
Lahore Chief Executive Director
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OPERATING REVENUE
Brokerage Income
Capital Gain

First Capital Equities Limited

PROFIT AND LOSSACCOUNT

For theyear ended June 30, 2004

(Loss)/Gain on remeasurement of Investments
held for trading as at 30 June

OPERATING EXPENSES
OPERATING PROFIT

FINANCIAL EXPENSES

NET OPERATING PROFIT

OTHER INCOME

SHARE IN PROFIT OF SUBSIDIARY COMPANY

OTHER EXPENSES

PROFIT BEFORE TAXATION

TAXATION

PROFIT AFTER TAXATION

ACCUMULATED PROFIT BROUGHT FORWARD
PROFIT AVAILABLE FOR APPROPRIATION

APPROPRIATION

ACCUMULATED PROFIT CARRIED FORWARD

Earning per share- Basic

The annexed notes form an integral part of these accounts.

Lahore

Notes 2004 2003

(Rupees) (Rupeses)
122,476,863 89,303,875
61,100,215 10,600,160
8 (12,068,788) 6,911,781
171,508,290 106,815,816
18 109,873,685 69,522,033
61,634,605 37,293,783
19 2,370,970 960,749
59,263,635 36,333,034
20 5,233,086 9,235,684
64,496,721 45,568,718

233,093 -

64,729,814 45,568,718
21 7,558,745 (2,751,320)
57,171,069 48,320,038
22 1,464,077 2,942,820
55,706,992 45,377,218
65,866,391 20,489,173
121,573,383 65,866,391
121,573,383 65,866,391
23 3.06 2.50
Director

Chief Executive
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CASH FLOW STATEMENT
For theyear ended June 30, 2004

Note 2004 2003
(Rupees) (Rupees)
CASH FLOW FROM OPERATINGACTIVITIES
Funds generated from operations
Profit before taxation 57,171,069 48,320,038
Add: Itemsnot involved in movement of funds
Depreciation 3,192,822 3,678,539
Share in profit from subsidiary company (233,093) -
Loss/ (Gain) on remeasurement of investments 12,068,788 (6,911,781)
Provision for doubtful debts 611,804 (2,107,449)
Dividend Income (1,944,481) (2,523,768)
Interest / Mark-up income (1,103,787) (1,187,450)
Interest / Mark-up expense 1,352,377 369,480
Loss/ (Gain) on sale of fixed assets 46,954 (2,928,581)
Assets written off 7,465,719 103,080
Provision for gratuity 1,449,074 1,527,926
22,906,177 (9,980,004)
80,077,246 38,340,034
(Increase) / decreasein current assets
Investments held for trading (227,845,469) (4,777,965)
Accounts receivable (148,944,076) (96,651,008)
Advances, deposits, prepayments and other receivables (10,620,915) (3,926,942)
(387,410,460) (105,355,915)
Increase/ (decrease) in current liabilities
Accounts payable 212,003,439 64,293,782
Creditors, accrued and other liabilities 2,389,868 (12,618,280)
214,393,307 51,675,502
Cash Generated from Operations (92,939,907) (15,340,378)
Dividend received 1,944,481 2,523,768
Interest / Mark-up received 1,032,294 1,302,508
Interest / Mark-up paid (30,265) (779,045)
Gratuity Paid (351,700) (1,028,650)
Taxes Paid - (13,976,201)
Net Cash Flow from Operating Activities (90,345,097) (27,297,998)
CASH FLOW FROM INVESTINGACTIVITIES
Acquisition of fixed assets (8,492,052) (5,302,158)
Proceeds from sale of fixed asset 3,001,971 17,205,480
Long term investments (6,865,076) -
Cost of cards & rooms (307,500) -
Long term deposits (782,914) 688,654
Net Cash Flow From Investing Activities (13,445,571) 12,591,976
CASH FLOW FROM FINANCINGACTIVITIES
Repayment against |ease finance (74,985) (1,604,076)
Proceeds from finance lease 747,000 69,000
Issuance of Share Capital 120,035,000 -
Short term running finance 66,973,597 (14,247,836)
Net Cash Flow From Financing Activities 187,680,612 (15,782,912)
NET INCREASE / (DECREASE) IN CASH AND
CASH EQUIVALENTS 83,889,944 (30,488,934)
CASH AND CASH EQUIVALENTS- OPENING 27,732,581 58,221,515
CASH AND CASH EQUIVALENTS- CLOSING 10 111,622,525 27,732,581
The annexed notes form an integral part of these accounts.
Lahore Chief Executive Director
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First Capital Equities Limited

STATEMENT OF CHANGESIN EQUITY

FOR THE YEAR ENDED JUNE 30, 2004

Share Unappropriated Total
PARTICULARS Capital Profit
(Rupees) (Rupees) (Rupees)
Balance as at June 30, 2002 120,035,000 20,489,173 140,524,173
Profit for the year - 45,377,218 45,377,218
Balance asat June 30, 2003 120,035,000 65,866,391 185,901,391
Issuance of Share Capital 120,035,000 - 120,035,000
Profit for the year - 55,706,992 55,706,992
Balance as at June 30, 2004 240,070,000 121,573,383 361,643,383

The annexed notes form an integral part of these accounts.

Lahore Chief Executive Director
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First Capital Equities Limited

NOTESTO THEACCOUNTS

For theyear ended June 30, 2004

1

STATUSAND NATURE OF BUSINESS

First Capital Equities Limited, (the "Company") was incorporated on January 26, 1995 as a private limited
company, under the Companies Ordinance, 1984. The company was converted into public limited company on
June 18, 1997 and is listed on Lahore Stock Exchange. The principa activities of the company include share
brokerage and conducting/ publishing businessresearch.

Theregistered office of thecompany islocated at 103 C-11, Gulberg 11, Lahore.

SUMMARY OF SIGNIFICANT ACCOUNTINGPOLICIES

21

2.2

2.3

24

Accounting Convention

These accounts have been prepared under the historical cost convention, except for theinvestmentsheld for
trading, whicharestated at their fair value.

Satement of Compliance

These financial statements have been prepared in accordance with approved accounting standards as
applicablein Pakistan and the requirements of Companies Ordinance, 1984. Approved accounting standards
comprise of such International Accounting Standards as notified under the provisions of the Companies
Ordinance, 1984. Wherever, the requirements of the Companies Ordinance, 1984 or directivesissued by the
Securities and Exchange Commission of Pakistan differ with the requirements of these standards, the
requirementsof Companies Ordinance, 1984 or therequirementsof the said directivestake precedence.

TangibleFixed Assets

Owned Assets
i) Fixedassetsarestated at cost |essaccumulated depreciation.

ii) Depreciation is charged on the reducing balance method at the rates specified in the schedule of fixed
asset, which are considered appropriateto write off the cost of assetsover their useful economiclives.

iii) Full year's depreciation is charged on the assets acquired during the year while no depreciation is
chargedintheyear of disposal.

iv) Gain or loss on disposal of assets, if any, are determined by comparing the sales proceeds with the
carrying valueand areincludedinincomecurrently.

v) Normal repairs and maintenance are charged to income as and when incurred. Major renewals and
improvementsarecapitalized.

L eased Assets

i) Assets subject to finance lease are stated at cost less depreciation at the rates and basis applicable to
company's owned assets. The outstanding obligations under the lease | ess finance charges allocated to
futureperiodsareshown asaliability;

ii) Thefinancechargesarecalculated at theinterest ratesimplicitintheleaseand are charged toincome.

Room and M ember ship Card

These are stated at acquisition cost. Provision, if any, is made for permanent diminution in vaue of these
assets.
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2.5

2.6

2.7

2.8

First Capital Equities Limited

Investments

Longterminvestments

Investmentsin subsidiaries are accounted for under the equity method. Thismethod isapplied from the date
when control commences until the date when that control ceases. When the company's share of losses
exceedsthe carrying amount of the subsidiaries, the carrying amount isreduced to nil and the recognition of
further lossesisdiscontinued except to the extent that the company hasincurred obligationsin respect of the
subsidiaries.

Investmentsheld for trading

Investments, which are acquired principally for the purposes of generating a profit from short term
fluctuationsin price or dealer'smargins, are classified asheld for trading. These are stated at fair valueswith
any resulting gainsor lossesrecogni zed directly intheprofit andlossaccount.

RevenueRecognition

i) Brokerageincomeisrecognized asand when servicesare provided.

i) Capital gainsor losseson saleof investmentsaretakentoincomeintheyearinwhichthey arise.

iii) Dividendincomeisrecognized at thetimeof book closureof company declaring dividend.

iv) Mark-up/interestincomeisrecognized asand whenitisdueonaccrual basis

Trade& Other Receivables

These are stated at net of provisions, if any, for doubtful debts. Full provision is made against the debts
considered doubtful.

Taxation
Current:

Provision for current taxation isbased on taxableincome at current rates of taxation after taking into account
all tax creditsand tax rebatesavailable, if any.

Deferred:

Deferred tax is provided by using the balance sheet liability method on all temporary differences arising at
thebalance sheet date, between thetax bases of theassetsand liabilitiesand their carrying amounts. Deferred
tax assetsarerecognized for all deductibletemporary differences, unused tax |ossesand unused tax credits, if
any, to the extent that it is probabl e that future taxable profits will be available against which the temporary
differences, tax | ossesand unused tax credits can beutilised.

The carrying amount of all deferred tax assets is reviewed at each balance sheet date and adjusted to the
appropriateextent, if itisnolonger probablethat sufficient taxable profitswill beavailableto allow al or part
of thedeferred tax assetsto beutilized. Deferred tax assetsand liabilitiesare measured at thetax ratesthat are
expected to apply to the period when the liability is settled based on tax rates that have been enacted at the
balance sheet date.
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First Capital Equities Limited

29 ForeignCurrency Trandation

All assets and liabilities in foreign currency are trandated at exchange rates prevailing at the year-end.
Foreign currency transactions during the year are recorded at the rate of exchange prevailing at the time of
transaction. Exchangedifferencesareincludedinincomecurrently.

2.10 Saff Retirement Benefits

The company operates an un-funded gratuity schemefor its permanent empl oyees, under which benefitsare
paid on cessation of employment subject to a minimum qualifying period of service. Obligation of the
scheme and profit and loss charge is made in accordance with the actuary's recommendation based on the
actuarial valuation of the scheme as on June 30, 2004 using projected unit credit method and in linewith the
provisionsof thelncomeTax Ordinance, 2001.

Actuarial gains and losses that are in excess of the corridor limits as prescribed in IAS-19 "Employee
Benefits' are amortized over the averageremaining working lives of the employees participating in the plan.
(Refer Note-14)

211 Financial Instruments
Financial assets mainly compriseinvestments, long term deposits, accounts receivabl es, advances, deposits
& other receivables, cash and bank balances. These apart from certaininvestmentsare stated at their nominal
value as reduced by the appropriate allowances for estimated irrecoverable amount. Investments held for
trading arestated at their fair value.
Financial liabilities are classified according to the substance of the contractual arrangements entered into
significant financial liabilities are obligations under lease finance, running finance, accounts payables,
creditors, accrued and other liabilities. Thesearestated at their nominal value.

2.12 Offsettingof Financial Assetsand Financial Liabilities.
Financial assets and financial liabilities are offset and the net amount is reported in the balance sheet if the
company has alegally enforceableright to set off the recognized amounts and intents either to settle on net
basisor torealizetheassetsand settletheliabilitiessimultaneously.

2.13 Provisions
A provision isrecognized when and only when the company hasapresent legal or constructive obligation as
aresult of past events and it is probable that an outflow of resources embodying economic benefits will be
requiredto settlethe obligation, and areliabl e estimate of the obligation can bemade.

2.14 BorrowingCosts
All borrowing costsare charged to profit and lossaccount.

2.15 Cashand Cash Equivalents

Cash and cash eguivalents are carried in balance sheet at cost. For the purpose of cash flow statements, cash
and cash equival entscomprise cash in hand and bank balances.
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3 TANGIBLE FIXED ASSETS

First Capital Equities Limited

3.1 Following isthe statement of operating fixed assets.

COST Depreciation Written Depreciation
Asat Additions/ Asat Accumulated as| Adjustments/ | Accumulated as down Depreciation | charged for
Particulars June 30, Transfers/ June 30, at June 30, (Deletions) at June 30, valueasat Rate theyear
2003 (Deletions) 2004 2003 2004 June 30, 2004
(R u p e e 9 % (Rupees)
OWNED ASSETS
Leasehold Improvements 4,718,506 1,376,538 2,512,653 1,192,336 - 363,925 2,148,728 5 113,091
(3,582,391) (941,502)
Computers 11,887,164 751,924 3,434,563 7,429,220 - 1,575,133 1,859,430 20 464,857
(Transferred from Leased assets) 53,900 26,303
(9,258,425) (6,345,247)
Office Equipments 11,163,992 618,698 6,425,164 3,571,508 - 2,019,733 4,405,431 10 489,492
(Transferred from Leased assets) 196,000 60,425
(5,553,526) (2,101,692)
Furniture and Fixtures 4,067,816 77,392 3,383,757 1,424,624 - 1,351,104 2,032,653 10 225,850
(761,451) (299,370)
Vehicles 10,347,926 4,920,500 12,181,158 5,526,306 - 5,224,793 6,956,365 20 1,739,091
(3,087,268) (2,040,604)
42,185,404 7,994,952 27,937,295 19,143,994 60,425 10,534,689 17,402,606 3,032,382
(22,243,061) (11,728,415)
LEASED ASSETS
Computers 53,900 - - 26,303 - - - 20 -
(Transferred to Freehold assets) (53,900) (26,303)
Office Equipments 196,000 - - 60,425 - - - 10 -
(Transferred to Freehold assets) (196,000) (60,425)
Vehicles 69,000 747,000 816,000 13,800 - 174,240 641,760 20 160,440
Total 42,504,304 8,741,952 28,753,295 19,244,522 60,425 10,708,929 18,044,366 3,192,822
(22,492,961) (11,788,840)
2003 54,941,128 9,747,158 42,504,304 18,924,984 1,653,561 19,244,522 23,259,782 3,678,539
(22,183,982) (5,012,562)
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First Capital Equities Limited

3.2 Disposal of Fixed Assets

Particulars Cost Accumulated Book Sale Profit / (L oss) M ode of Particulars of Buyers
Depreciation Value Proceeds Sale
(R u p e e 9

Computers 1,770,447 1,322,723 447,724 97,171 (350,553) Negotiations T.W. Computers - Lahore
Computers 65,800 39,446 26,354 5,500 (20,854) Negotiations Global Tec - Islamabad
Office Equipments 125,000 33,875 91,125 28,000 (63,125) Negotiations Power ware Technology - Karachi
Leasehold Improvements 3,582,391 941,502 2,640,889 - (2,640,889) Written Off
Office Equipments 2,948,526 1,052,233 1,896,293 - (1,896,293) Written Off
Computers 7,422,178 4,983,078 2,439,100 - (2,439,100) Written Off
Furniture and Fixtures 761,451 299,370 462,081 - (462,081) Written Off
Vehicle - Accessories (Air Conditioner) 37,788 10,432 27,356 - (27,356) Written Off
Office Equipments 2,200,000 900,922 1,299,078 425,000 (874,078) Negotiations Standard Computers - Karachi
Office Equipments 280,000 114,663 165,337 13,700 (151,637) Negotiations Power ware Technology - Karachi
Vehicle 567,180 381,327 185,853 425,000 239,147 Negotiations Assad Butt - (Executive)
Vehicle 672,000 396,749 275,251 525,000 249,749 Negotiations ljaz Ahmad Qureshi - Gujranwala
Vehicle 534,000 394,015 139,985 475,000 335,015 Negotiations WorldCall Broadband Limited
Vehicles 1,276,300 858,082 418,218 1,007,600 589,382 Negotiations Dawood Ahmad - Karachi

Total 22,243,061 11,728,417 10,514,644 3,001,971 (7,512,673)

2003 17,738,982 3,359,003 14,379,979 17,205,480 2,825,501

3.3 Noassetsweresoldto Chief Executive, Directors, Executives & Associated undertaking and shareholderswith
not lessthen 10 % shares of the company unless other wise mentioned.
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COST OF CARDSAND ROOMS

L ahore Stock Exchange (Guarantee) Ltd.
Karachi Stock Exchange (Guarantee) Ltd.
Others (Rooms)

LONG TERM INVESTMENTS

Subsidiary Company
Equity Partners SecuritiesLimited - Foreign Entity
61,200 ordinary shares @ Bangladeshi Taka 112/-
(Pak Rs. 112.1744) - Equity Held 51 %

Share of Profit

First Capital Equities Limited

2004 2003
(Rupees) (Rupees)
11,000,000 11,000,000
33,200,000 33,200,000
12,307,500 12,000,000
56,507,500 56,200,000

6,865,076 -

233,093 -

7,098,169 -

During theyear, the company hasacquired 61,200 shares (51 %) of Equity Partners SecuritiesLimited (EPSL),
Dhaka, Bangladesh. EPSL is a private limited company incorporated in Bangladesh on May 2000. EPSL has
corporate membership of DhakaStock Exchange and Chittagong Stock Exchange.

LONG TERM DEPOSITS

Leasing Companies

Stock Exchanges

Central Depository Company
Others

ACCOUNTSRECEIVABLE
Receivable against purchase of shares
Unsecured considered good

Clients

Members
Stock Exchanges

Unsecured considered doubtful :
Clients
Members

Less: Provision for doubtful debts
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193,650 31,590
1,235,000 855,000
250,000 400,000
563,200 172,346
2,241,850 1,458,936
224,687,303 75,604,541
2,718,271 2,312,484
50,779,396 81,935,673
278,184,970 129,852,698
35,087,253 34,487,594
2,344,757 2,344,757
37,432,010 36,832,351
(37,432,010) (36,832,351)
278,184,970 129,852,698




First Capital Equities Limited

8. INVESTMENTSHELD FOR TRADING

2004 2003
Quantity COoSsT MARKET Quantity cosT MARKET
Rate (Rupees) Rate (Rupees) Rate (Rupees) Rate (Rupees)
ASSOCIATED - LISTED
First Capital Mutual Fund Ltd. 10,000 6.75 67,500 6.85 68,500
OTHERS- LISTED
FUEL & ENERGY
Karachi Electric Supply Corporation 5,000 7.35 36,750 7.40 37,000
Attock Refinery Limited 30,000 83.50 2,655,005 91.50 2,745,000
Bosicar Pakistan Limited 209,500 21.40 4,483,300 22.95 4,808,025
Pakistan State Oil Company Limited 800 252.25 201,800 256.75 205,400
OGDC 400,000 69.17 27,667,180 64.50 25,800,000
Pak Oil Field Ltd. 8,000 285.20 2,281,577 208.50 1,668,000 14,000 21950 3,073,000 225.20 3,152,800
Sui Northern Gas Pipelines Ltd. 2,000 70.00 140,000 64.70 129,400
INVEST. CO's, LEASING & BANKS
19th ICP Mutual Fund Ltd. 125 19.25 2,406 19.25 2,406
Al Mezan Mutual Fund Ltd. 20,000 14.70 294,000 15.45 309,000
BSJS Balance Fund Ltd. 33,500 12.91 432,325 12.95 433,825
Faysal Balance Growth Fund Ltd. 25,000  100.00 2,500,000 100.00 2,500,000
Muslim Commercial Bank Ltd. 7,200 52.48 377,845 50.60 364,320
National Bank of Pakistan Ltd. 150,000 65.29 9,793,136 66.45 9,967,500 5,000 27.80 139,000 27.30 136,500
Pakistan Capital Market Fund Ltd. 20,000 10.10 202,000 10.25 205,000
Pakistan Premier Fund Ltd. 10,000 17.30 173,000 19.20 192,000
PICIC 2,500 58.91 147,275 72.05 180,125
Trust Commercial Bank Ltd. 10,000 10.85 108,500 11.30 113,000
Dominion Stock Fund Ltd. 1,000 2.70 2,700 3.40 3,400
First Tri Star Modarba 1,500 8.00 12,000 3.00 4,500
First Punjab Modarba - - - - - 8,000 5.30 42,400 7.50 60,000
TEXTILE
Colony Thal Textile Mills Ltd. 1,500 4.85 7,275 5.30 7,950
Nishat MillsLtd. 116,000 53.68 6,227,333 52.80 6,124,800 150 2550 3,825 35.05 5,258
Data Textiles Ltd. 1,500 7.20 10,800 475 7,125
Shaheen Cotton Mills Ltd. 500 9.00 4,500 9.00 4,500
Sunrays Textile Mills Ltd. - - - - - 500 1550 7,750 17.00 8,500
‘Yousaf Weaving Mills Ltd. - - - - - 22,500 7.00 157,500 6.00 135,000
Legler Nafees Denim Mills Ltd. - - - - - 17,000 15.42 262,100 1555 264,350
COMMUNICATION
WorldCall Communication Ltd. 5,241,791 14.72 77,147,723 14.20 74,433,432 1,041,791 9.60 10,000,000 15.20 15,835,223
Dewan Farooq Motors Ltd. 15,000 26.98 404,750 24.80 372,000 4,500 26.60 119,700 26.15 117,675
Callmat Tilips Telecom 10,000 15.40 154,000 15.25 152,500
Indus Motor Company Ltd. 70,000 93.10 6,517,000 91.20 6,384,000
PLA () 967,000 22.83 22,076,789 17.90 17,309,300 98,500 6.75 664,875 12.55 1,236,175
PIL.C.T 20,000 22.05 441,000 23.00 460,000
Pakistan Tele Communication Ltd. 457,000 44.21 20,202,693 42.15 19,262,550
TRG Pakistan Ltd. 65,000 17.05 1,108,250 17.25 1,121,250
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CHEMICAL & PHARMA

PTA Pakistan Limited
Engro Chemicals Ltd.
Rupali Polyester Ltd.

Sardar Chemicals Ltd.

CEMENT
Zeal Pak Cement Ltd.

Fauji Cement Company Ltd.

Pioneer Cement Ltd.
Maple Leaf Cement Ltd.
Pakland Cement Ltd.

SUGAR & ALLIED
Mirza Sugar

Tandliwala Sugar Mills Ltd.
United Sugar Mills Ltd.

MISCELLANEOUS
Adamjee Insurance Co. Ltd.
Baluchistan Glass Ltd.
General Tyres Ltd.

Haidery Construction Co. Ltd.

JOV & Co. Ltd.

Pak. Reinsurance Corp.
Marafco Industries Ltd.
Macpack Films Ltd.

Shaheen Insurance Co. Ltd.

Salman Noman Enterprises Ltd.

Attlas Battery Limited
Pak Leather

Commercial Union Life Assurance

Gillette Pakistan Limited
UTP Units

First Capital Equities Limited

231,500 16.05
57,000 105.20
25,000 45.00

5,000 8.10

200,000 10.15
78,000 22.69
20,000 16.00

200,000 41.82
50,000 30.60

400 4.30
2,000 16.45
1,000 13.95

12,500 64.55
10,000 12.90
50,000 44.50
500 4.55
500 598.00
60,000 62.24
5,500 7.00
10,000 37.50
1,268,500 24.89
1,000 6.03
118 7,906.86

(Loss) / Gain on account of remeasurement of

Investmentsto fair value

Investmentsas at 30 June.

3715575 17.35 4,016,525
5,996,277 97.50 5,557,500
1,125,000 44.20 1,105,000
40,500 8.30 41,500
2,030,000 12.40 2,480,000
1,769,600 16.30 1,271,400
320,000 20.10 402,000
8,364,800 38.00 7,600,000
1,530,000 3145 1,572,500
1,720 4.40 1,760
32,900 19.20 38,400
13,950 13.50 13,500
806,875 67.20 840,000
129,000 13.05 130,500
2,225,000 46.00 2,300,000
2,275 750 3,750
299,000  622.00 311,000
3,734,500 65.30 3,918,000
38,500 9.15 50,325
375,000 38.15 381,500
31,576,581 2400 30,444,000
6,025 7.00 7,000
933,010  8,608.00 1,015,744
250,946,500 238,877,712
(12,068,788) -
238,877,712 238,877,712
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5,000 21.40 106,975
500 80.35 40,175
10,000 8.85 88,500
15,000 14.60 219,000
8,500 78.50 667,250

100 5,972.00 597,200

16,189,250

6,911,781

23,101,031

58.30 291,500

86.00 43,000

7.50 75,000

17.10 256,500

79.90 679,150

8,044.00 804,400
T 23101031

23,101,031




First Capital Equities Limited

Notes 2004 2003
(Rupees) (Rupees)
9. ADVANCES, DEPOSITS, PREPAYMENTS
AND OTHER RECEIVABLES
Advances : Unsecured - Considered Good
Executives 9.1 4,520,046 1,177,477
Employees 252,239 365,125
Others 122,140 -
Due from Holding Company 4,119,366 -
Advance Income tax 29,585,967 27,111,529
Deposits 227,791 248,000
Prepayments 1,493,415 1,089,578
Other receivables
- Mark up 557,893 486,400
- Others 7,015,396 6,723,736
47,894,253 37,201,845

9.1 These represent interest free, unsecured advances to executives. The maximum aggregate balance due from

executivesat theend of any month during theyear wasRs. 4,634,172/ (2003: Rs. 2,821,341/-)

10. CASH AND BANK BALANCES

Cash at banks-

Loca currency
- Current accounts
- PLS accounts

Foreign currency
- PLS account

Cash in hand

11. ACCOUNTSPAYABLE

Payable against sale of shares - Unsecured
Clients
Members
Associated Companies 11.1

11.1 Detail of these are as under:
Shaheen Insurance Company Ltd.

First Capital Securities Corporation Ltd.
(Holding Company)
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72,525 618,351
111,118,112 27,069,865
111,190,637 27,688,216
410,654 3,760
111,601,291 27,691,976
21,234 40,605
111,622,525 27,732,581
306,106,715 70,320,931
1,236,635 267,813

- 24,751,167
307,343,350 95,339,911
- 139,160

- 24,612,007

- 24,751,167




First Capital Equities Limited

Notes 2004 2003
(Rupees) (Rupees)
12. SHORT TERM RUNNING FINANCE
KASB Bank Ltd. 66,973,597 -

12.1 The company has a running finance facility of Rs. 100.00 million secured against pledge of shares of listed
companies under mark up arrangement. The mark up rateis 7 % per annuam is payable quarterly. Subsequent
totheyear endtherate of mark up hasbeenreducedto 6 %.

13. CREDITORS, ACCRUED AND
OTHER LIABILITIES

Due to Associated Companies - 2,700,253

Creditors 2,963,622 2,414,732

Accrued & Other Liabilities 6,371,364 1,721,496

Mark-up on short term running finance 1,307,117 -

Tax Deducted at Source 294,866 388,508
10,936,969 7,224,989

14. DEFERRED LIABILITIES

Provision for Gratuity 141 5,145,690 4,048,316
Deferred Taxation 14.2 - 940,165
5,145,690 4,988,481

14.1 The future contribution rates of the scheme include allowances for deficit and surplus. Projected unit credit
method based onthefollowing significant assumptionsisused for val uation of thisscheme.

Discount Rate 8% 8%
Excepted rate of salary increased in future years 7% 7%
Average excepted remaining life time of employees 13 Years 12 Years

(@) Theamount to be recognized in the balance sheet isasfollows:

Present value of obligation 4,557,486 3,706,092
Unrecognized actuarial gain 323,204 342,224
Benefits due but not paid 265,000 -

Liability recognized in the balance sheet 5,145,690 4,048,316

(b) Theamount to berecognized in the profit and loss account is as follows:

Current Service Cost 1,152,587 1,153,314
Interest Cost 296,487 374,612
Total amount charged to income statement 1,449,074 1,527,926
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15.

(c) Movement of liability to be recognized in the

balance sheet is asfollows:

Present value of obligation at beginning of the year

Contributions paid
Benefits paid
Net Liability at the end of the year

14.2 Deferred Taxation

First Capital Equities Limited

The deferred taxation comprises of the following:

Difference between written down values and

tax bases of fixed assets
Provision for Gratuity

SHARE CAPITAL

Authorized
30,000,000 (2003:15,000,000) ordinary
shares of Rs.10/- each

I ssued, subscribed and paid-up
22,007,000 (2003:10,003,500) ordinary shares
of Rs.10/- each fully paid in cash

2,000,000 (2003: 2,000,000) ordinary shares
of Rs.10/- each issued as bonus shares

2004 2003
(Rupees) (Rupees)
4,048,316 3,549,040
1,449,074 1,527,926
(351,700) (1,028,650)
5,145,690 7,048,316
1,800,992 2,357,076
(1,800,992) (1,416,911)
- 940,165
300,000,000 150,000,000
220,070,000 100,035,000
20,000,000 20,000,000
240,070,000 120,035,000

TheCompany isasubsidiary of First Capital SecuritiesCorporation Limited - alisted company holding 16,179,600
(67.39%) ordinary shares(2003: 8,089,800 (67.39 %)) at theyear end.
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2004 2003
(Rupees) (Rupees)

16. LIABILITIESAGAINST ASSETSSUBJECT TO
FINANCE LEASE

The rate of interest used as the discounting factor is between 8.5 % to 17 % per annum. The amount of future
paymentsand theperiodinwhichthey will becomedueare:

Period ended June30, 2004 - 68,481
2005 237,276 26,196
2006 224,468 13,388

2007 380,240 -
841,984 108,065
Less: Unallocated financial charges (72,526) (10,621)
769,458 97,444
Less: Current maturity shown under current liabilities (195,134) (61,293)
574,324 36,151

Theleaserentasare payablein monthly installments. The company hastheright to exercise purchase option at the
end of theleaseterm. Therearenofinancial restrictionsin thelease agreement.

16.1 The reconciliation between gross minimum lease payment, future financial charges and present value of
minimum lease paymentsisasfollows:

Gross Minimum L ease Payments

Not later than one year 237,276 68,481
Later than one year but not later than five years 604,708 39,584
841,984 108,065

Present value of minimum lease payments

Not later than one year 195,134 61,293
Later than one year but not |ater than five years 574,324 36,151
769,458 97,444
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17. CONTINGENCIESAND COMMITMENTS

171

During the year 2000 certain clients of the company defaulted on their obligations. ABN AMRO Asia
Limited Hong Kong (ABN AMRO), mgjor shareholder of the company at that time, arranged for the
requisite financing and assumed the open positions and obligations of the defaulting clients. The loans so
arranged by ABN AMRO were secured specifically against the amounts recoverable from these defaulting
clients and were repayable only through amounts recovered from such defaulting clients. Theseloans were
interest free and exchange risk had been assumed by ABN AMRO pursuant to the loan agreements signed
between the company and ABN AMRO. Accordingly the company had set off these loans and such
recoverable amounts. The Company had initiated cases against the defaulting clients for recovery of the
amounts due from them. The defaulting clients had made a counter claim in the said proceedings. The
eventual outcome of these casesor counter claimsisuncertain at thisstage.

17.2 The company has agreed to indemnify ABN AMRO, itsdirectorsand affiliatesfrom any or all claimswhich

17.3

may be finalized against the company except for those mentioned in note 17.1 The existence and the
magnitude of any such claims, other than mentioned i nthese accounts, are not presently known.

Members of Karachi Stock Exchange, Mr. Aslam Motiwala and Mr. Sultan Ahmed Zakaria have lodged
claim of Rs.187.530 million in arbitration proceedings before the Karachi Stock Exchange and a similar
claim before the High Court of Sind relating to the same causes of actions. The company has denied the
claimson factual and legal grounds. Thefinal outcome of the matter remains uncertain at this point of time.
However, the Company isconfident of an eventual outcomeinitsfavour.

17.4 ThelncomeTax Authoritieshasre-opened the assessmentsfor the assessment years 1998-1999 & 1999-2000

175

under section 66-A of the Income Tax Ordinance, 1979 and assessed a tax demand of Rs. 10.08 million by
allocating expenditure against the Capital Gains. The Commissioner of Income Tax (appeals) has finalised
the appeal for the assessment year 2000-2001 by partially set aside the appeal of the assesse on all ocation of
expenditureto exempt incomei.e capital gainsand tax demand comesto Rs. 7.25 million. The Company has
filed appeals in the Income Tax Appellate Tribunal ("ITAT") for above mentioned years. The Income Tax
Authoritieshavealso finalized the assessment for the assessment years 2001-2002 by all ocating expenditure
against capital gainsand determined arefund of Rs. 530,345/-. Thelncome Tax Authoritieshasal soimposed
additional tax & penaltiesu/s52, 88 & 89 of thelncomeTax Ordinance, 1979 and assessed tax demand of Rs.
1.26 million for the assessment years 1998-99 to 2001-02. The Company has filed appeals, before the
Commissioner of Income Tax (Appeals). The management is hopefull for a favourable outcome in the
appeals.

Mr. Assad ullah Sgjid has filed petition with the Securities & Exchange Commission of Pakistan against
FCEL for refund of deposit worth of Rs. 590,740/- deposited for purchase of shareson hisbehalf.
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18.

19.

First Capital Equities Limited

Notes 2004 2003
(Rupees) (Rupees)
OPERATING EXPENSES
Salaries and Benefits 55,137,106 32,728,700
Provision for gratuity 1,449,074 1,527,926
Rent, Rates & Taxes 2,738,950 2,531,462
Communication 8,204,417 5,888,003
Utilities 2,117,032 2,593,297
Insurance 772,861 353,147
Printing and stationery 1,554,799 1,317,127
Traveling and conveyance 2,297,126 1,005,433
Repair and maintenance 2,123,394 2,258,623
Postage and courier 983,452 750,096
Vehicle running expenses 59,874 44,460
News paper and periodicals 118,770 94,407
Entertainment 1,508,220 1,309,976
Legal and professional 738,125 795,065
Bad Debts 611,804 404,762
Advertisement 246,889 203,445
Auditors remuneration 18.1 255,000 190,000
Depreciation 31 3,192,822 3,678,539
Other expenses 883,396 693,387
Fee & Subscription 950,257 369,097
CDC & Stamps Charges 5,201,136 2,570,317
Stock Exchange charges 18,637,514 8,158,464
Donation 18.2 91,500 52,475
Zakat 167 3,825
109,873,685 69,522,033
18.1 Auditors remuneration
Audit Fee 150,000 125,000
Misc. certification and compliance charges 105,000 50,000
Out of Pocket Expenses - 15,000
255,000 190,000
18.2 None of the directors or their spouse had any interest in any of the donee.
FINANCIAL EXPENSES
Mark-up on short term finances 1,352,377 369,480
L ease finance charges 6,889 81,455
Bank charges and commission 1,011,704 509,814
2,370,970 960,749
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20.

21.

22.

OTHER INCOME

Mark-up on PL S accounts

Dividend income

Provision for doubtful debts - written back
Service charges

Others

OTHER EXPENSES

Loss/ (Gain) on sale of fixed assets
Assets written off

Loss on foreign currency translation
TAXATION

Current

Prior Year
Deferred

22.1 Relationship between income tax expenses
and accounting pr ofit

Profit before taxation

Tax at the applicable tax rate of 35 % (2003 : 35%)

Tax effect of expenses that are admissible/
inadmissible in determining tax profits

Tax effect of tax credits carried forward from
previous years

Effect of changein prior years

Tax effect of temporary differences between the

carrying amounts of assets and liabilities for
financial reporting purposes and the amounts
used for taxation purposes

44

First Capital Equities Limited

2004 2003
(Rupees) (Rupees)
1,103,787 1,187,450
1,944,481 2,523,768
- 2,107,449
1,505,000 2,460,000
679,818 957,017
5,233,086 9,235,684
46,954 (2,928,581)
7,465,719 103,080
46,072 74,181
7,558,745 (2,751,320)
2,404,242 1,760,406
- 242,249
(940,165) 940,165
1,464,077 2,942,820
57,171,069 48,320,038
20,009,874 16,912,012
(17,605,632) (9,503,863)
- (5,647,743)
2,404,242 1,760,406
- 242,249
(940,165) 940,165
1,464,077 2,942,820
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First Capital Equities Limited

2004 2003
(Rupees) (Rupees)

23. EARNING PER SHARE - Basic

Profit attributable to ordinary share holders 55,706,992 45,377,218

Weighted Average Number of ordinary shares 18,186,124 18,186,124

Earning per share - Basic 3.06 2.50
24. TRANSACTIONSWITH RELATED PARTIES

Brokerage Income 453,546 456,360

Payment for/ against current accounts 148,399,570 34,518,292

Group pool expenses paid 2,599,594 1,542,801

The Company continues to have a policy whereby all transactions with related parties are entered into at arm's
length determinedin accordancewith" Comparable Uncontrolled Price Method".

25 REMUNERATION OF CHIEF EXECUTIVE, DIRECTORSAND EXECUTIVES

Chief Executive Directors Executives
2004 2003 2004 2003 2004 2003
Total Number 1 1 5 5 28 30

(Rupees)  (Rupees) (Rupees) (Rupees) (Rupees)  (Rupees)

Managerial Remuneration 680,000 680,000 2,476,000 1,478,000 4955577 4,798,522
House Rent 272,000 272,000 990,400 591,200 1,982,231 1,919,409
Gratuity - - - - - 414,000
Medical Expenses Reimbursed 211,511 115,354 323,130 154,334 332,256 407,423
Utilities 68,000 68,000 247,600 147,800 495,558 479,852
Other Benefits - - 5,646,855 336,000 9,117,197 7,147,015

1,231,511 | 1,135,354 | 9,683,985 | 2,707,334 | 16,882,819 | 15,166,221

In addition, Chief Executive, Directors and some executives have been provided with company maintained cars. No
meeting feeswere paid to any of thedirectorsfor attending the Board/ Audit Committee meetings (2003:NIL).
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First Capital Equities Limited

26. FINANCIAL INSTRUMENTSAND RELATED DISCLOSURES
26.1 INTEREST RATE RISK EXPOSURE

Information about the company's exposure to interest rate risk based on contractua refinancing and
maturity dates, which everisearlier, isasfollows:

June 30, 2004
Interest / Mark up Bearing Non Total
Lessthan Oneyear Sub Total Interest
oneyear and above Bearing
(Rupees) (Rupees) (Rupees) (Rupees)  (Rupees)
Financial assets
Long term deposits - - - 2,241,850 2,241,850
Investments held for trading - - - 238,877,712 238,877,712
Advances, deposits and other receivables - - - 16,814,871 16,814,871
Accounts receivables - - - 278,184,970 278,184,970
Cash and bank balances 111,528,766 - 111,528,766 93,759 _111,622,525
111,528,766 - 111,528,766 536,213,162 647,741,928
Financial Liabilities
Obligations under finance leases 195,134 574,324 769,458 - 769,458
Short term running finance 66,973,597 - 66,973,597 - 66,973,597
Creditors, accrued and other liabilities 789,253 - 789,253 9,852,850 10,642,103
Accounts Payable - - - 307,343,350 _307.343.350
67,957,984 574,324 68,532,308 317,196,200 385,728,508
On balance sheet gap 43,570,782 (574,324) 42,996,458 219,016,962 262,013,420
June 30, 2003
Interest / Mark up Bearing Non Total
Lessthan Oneyear Sub Total I nterest
oneyear and above Bearing
(Rupees) (Rupees) (Rupees) (Rupees) (Rupees)
Financial assets
Long term deposits - - - 1,458,936 1,458,936
Investments held for trading - - - 23,101,031 23,101,031
Advances, deposits and other receivables - - - 9,000,738 9,000,738
Accounts receivables - - - 129,852,698 129,852,698
Cash and bank balances 27,073,625 - 27,073,625 658,956 _ 27,732,581
27,073,625 - 27,073,625 164,072,359 191,145,984
Financial Liabilities
Obligations under finance leases 61,293 36,151 97,444 - 97,444
Creditors, accrued and other liabilities 774,258 - 774,258 6,062,223 6,836,481
Accounts Payable - - - 95,339,911 95,339,911
835,551 36,151 871,702 101,402,134 102,273,836
On balance sheet gap 26,238,074 (36,151) 26,201,923 62,670,225 88,872,148
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27.

28.

29.

First Capital Equities Limited

2004 2003
% %
Effectiveinterestrate:
PL Saccounts 1-7 1-7
Obligation under L ease Finance 8.5-17 16-185
Short Term Running Finance 7 175
Creditors 14 14

26.2 Concentration of credit risk and credit exposure of the financial instruments
Credit risk represents the loss that would result if counter parties failed to perform as contracted. The
company managesitscredit risk by thefoll owing method:
- Monitoring of debts on continuous basis
- Legal notice and follow up.
- Deposit of margins before execution of ordersfor al retail clientele.
The company believesthat it is not exposed to major concentration of credit risk.

26.3 Foreign Exchange Risk Management

Foreign currency risk arises mainly where payable/receivable exist due to transactions with foreign
clients. Payable exposed to foreign currency risks are identified as "Accounts Payable". The company
doesnot view hedging asbeing financially feasible owing to the excessive cost involved in relation to the
amount at risk.

26.4 Fair value of the financial instruments

The carrying value of al thefinancial instrumentsreflected in the financial statements approximate their
fairvalues.

NUMBER OF EMPLOYEES

Total number of employees at the year end. 109 97

AUTHORIZATION

These financial statements have been authorized for issue by the Board of Directors of the company on
October 06, 2004.

GENERAL
29.1 Figures have been rounded off to the nearest rupee.

29.2 Figuresof corresponding year have beenrearranged, wherever necessary, for the purpose of comparison.
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First Capital Equities Limited

AUDITOR REPORT TO THE MEMBERS

We have examined the annexed consolidated financial statements comprising consolidated balance sheet of
First Capital Equities Limited and its Subsidiary company as at June 30, 2004, the related consolidated
profit and loss account, consolidated cash flow statement and consolidated statement of changesin equity
together with the notesforming part thereof, for the year then ended. We have al so expressed separate opinion
on the financial statements of First Capital Equities Limited. The subsidiary company, Equity Partners
SecuritiesLimited, wasaudited by another firm of Chartered A ccountants, whosereport hasbeen furnished to
us and our opinion in so far asit relates to the accounts included for such company, is based solely on the
report of such other auditors. These financial statements are the responsibility of the holding company's
management. Our responsibility is to express an opinion on these financial statements based on our
examination.

Our examination was made in accordance with the generally accepted auditing guidelines and accordingly
included such tests of accounting records and such other auditing procedures, as we considered necessary in
thecircumstances.

I'n our opinion the consolidated financial statements examined by us present fairly the financial position of
First Capital Equities Limited and its subsidiary company as at June 30, 2004 and the results of their
operationsfor theyear then ended.

Place: LAHORE NASIRJAVAID MAQSOOD
Dated :October 06, 2004 CHARTEREDACCOUNTANTS
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First Capital Equities Limited

CONSOLIDATED BALANCE SHEET

ASAT JUNE 30, 2004

NON - CURRENT ASSETS
Tangible Fixed Assets
Cost of Cards and Rooms
Goodwill
Long Term Deposits

CURRENT ASSETS
Accounts receivable
Investments held for trading
Advances, deposits, prepayments and
other receivables
Cash and bank balances

CURRENT LIABILITIES
Current maturity of liabilities against assets
subject to finance lease
Accounts payable
Short term running finance
Creditors, accrued and other ligbilities
Provision for taxation

WORKING CAPITAL

CAPITAL EMPLOYED

NON - CURRENT LIABILITIES

LIABILITIESAGAINST ASSETS SUBJECT TO
FINANCE LEASE

DEFERRED LIABILITIES
NET CAPITAL EMPLOYED
REPRESENTED BY:
SHARE CAPITAL & RESERVES

Share capital

Unappropriated Profit
MINORITY INTEREST
CONTINGENCIESAND COMMITMENTS

The annexed notes form an integral part of these accounts.

Lahore

Notes 2004 2003
(Rupees) (Rupeses)

4 18,987,819 23,259,782
5 66,883,935 56,200,000

6 717,419 -
7 2,241,850 1,458,936
88,831,023 80,918,718
8 280,619,421 129,852,698
9 238,877,712 23,101,031
10 48,085,456 37,201,845
11 116,335,775 27,732,581
683,918,364 217,888,155
17 195,134 61,293
12 313,775,767 95,339,911

13 67,106,782 -
14 10,963,551 7,224,989
7,885,168 5,254,657
399,926,402 107,880,850
283,991,962 110,007,305
372,822,986 190,926,023
17 574,324 36,151
15 5,145,690 4,988,481
367,102,972 185,901,391
16 240,070,000 120,035,000
121,231,205 65,866,391
361,301,205 185,901,391

5,801,767 -

18 - -
367,102,972 185,901,391
Chief Executive Director
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First Capital Equities Limited

CONSOLIDATED PROFIT AND LOSSACCOUNT

For the year ended June 30, 2004

Notes 2004 2003
(Rupees) (Rupees)
OPERATING REVENUE
Brokerage Income 123,449,483 89,303,875
Capital Gain 61,100,215 10,600,160
(Loss) / Gain on remeasurement of |nvestments
held for trading as at 30, June 9 (12,068,788) 6,911,781
172,480,910 106,815,816
OPERATING EXPENSES 19 110,204,579 69,522,033
OPERATING PROFIT 62,276,331 37,293,783
FINANCIAL EXPENSES 20 2,370,970 960,749
NET OPERATING PROFIT 59,905,361 36,333,034
OTHER INCOME 21 5,233,086 9,235,684
65,138,447 45,568,718
OTHER EXPENSES 22 7,738,100 (2,751,320)
PROFIT BEFORE TAXATION 57,400,347 48,320,038
TAXATION 23 1,648,759 2,942,820
PROFIT AFTER TAXATION 55,751,588 45,377,218
MINORITY INTEREST 223,952 -
PROFIT ATTRIBUTABLE TO HOLDING COMPANY 55,527,636 45,377,218
Earning per share- Basic 24 3.05 2.50

The annexed notes form an integral part of these accounts.
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First Capital Equities Limited

CONSOLIDATED CASH FLOW STATEMENT
For theyear ended June 30, 2004

Notes 2004 2003
(Rupees) (Rupees)
CASH FLOW FROM OPERATINGACTIVITIES
Funds gener ated from operations
Profit before taxation 57,400,347 48,320,038
Add: Itemsnot involved in movement of funds
Depreciation 3,232,857 3,678,539
Loss/(Gain) on remeasurement of Investments 12,068,788 (6,911,781)
Amortization of goodwill 179,355 -
Provision for doubtful debts 611,804 (2,107,449)
Dividend Income (1,944,481) (2,523,768)
Interest/Mark-up income (1,103,787) (1,187,450)
Interest/Mark-up expense 1,352,377 369,480
Loss/ (Gain) on sale of fixed assets 46,954 (2,928,581)
Assets written off 7,465,719 103,080
Provision for gratuity 1,449,074 1,527,926
23,358,660 (9,980,004)
80,759,007 38,340,034
(Increase) / decreasein current assets
Investments held for trading (227,845,469) (4,777,965)
Accounts receivable (145,931,972) (96,651,008)
Advances, deposits, prepayments and other receivables (10,714,521) (3,926,942)
(384,491,962) (105,355,915)
Increase/ (decrease) in current liabilities
Accounts payable 204,369,295 64,293,782
Creditors, accrued and other liabilities 2,376,751 (12,618,280)
206,746,046 51,675,502
Cash Generated from Operations (96,986,908) (15,340,378)
Dividend received 1,944,481 2,523,768
Interest/Mark-up received 1,032,294 1,302,508
Interest/Mark-up paid (30,265) (779,045)
Gratuity Paid (351,700) (1,028,650)
Taxes Paid - (13,976,201)
Net Cash Flow from Operating Activities (94,392,098) (27,297,998)
CASH FLOW FROM INVESTINGACTIVITIES
Acquisition of fixed assets (8,492,052) (5,302,158)
Proceeds from sale of fixed asset 3,001,971 17,205,480
Acquisition of subsidiary net of cash acquired 25 1,901,042 -
Cost of cards & rooms (307,500) -
Long term deposits (782,914) 688,654
Net Cash Flow From Investing Activities (4,679,453) 12,591,976
CASH FLOW FROM FINANCINGACTIVITIES
Repayment against |ease finance (74,985) (1,604,076)
Proceeds from finance lease 747,000 69,000
Issuance of Share Capital 120,035,000 -
Short term running finance 66,967,730 (14,247,836)
Net Cash Flow From Financing Activities 187,674,745 (15,782,912)
NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS 88,603,194 (30,488,934)
CASH AND CASH EQUIVALENTS- OPENING 27,732,581 58,221,515
CASH AND CASH EQUIVALENTS- CLOSING 11 116,335,775 27,732,581
The annexed notes form an integral part of these accounts.
Lahore Chief Executive Director
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First Capital Equities Limited

CONSOLIDATED STATEMENT OF CHANGESIN EQUITY

FOR THE YEAR ENDED JUNE 30, 2004

Share Unappropriated Total
PARTICULARS Capital Profit
(Rupees) (Rupees) (Rupees)
Balance as at June 30, 2002 120,035,000 20,489,173 140,524,173
Profit for the year - 45,377,218 45,377,218
Balance as at June 30, 2003 120,035,000 65,866,391 185,901,391
Issuance of Share Capital 120,035,000 - 120,035,000
Profit for the year - 55,527,636 55,527,636
Adjustment for exchange difference - (162,822) (162,822)
Balance as at June 30, 2004 240,070,000 121,231,205 361,301,205
The annexed notes form an integral part of these accounts.
Lahore Chief Executive Director
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First Capital Equities Limited

NOTESTO THE CONSOLIDATED ACCOUNTS
For the year ended June 30, 2004

1

STATUSAND NATURE OF BUSINESS

First Capital Equities Limited, (the "Company") was incorporated on January 26, 1995 as a private limited
company, under the Companies Ordinance, 1984. The company was converted into public limited company on
June 18, 1997 and is listed on Lahore Stock Exchange. The principal activities of the company include share
brokerage and conducting/ publishing businessresearch. Theregistered office of the company islocated at 103 C-
I1,Gulberglll, Lahore.

The parent company has made investment in Equity Partners Securities Limited (EPSL) subsidiary company,
engaged in stock brokerage businessin Bangladesh. The company wasincorporated in Bangladesh on May 2000.
It has corporate membership of Dhaka Stock Exchange and Chittagong Stock Exchange Limited. The parent
company holds51 % shareholding (2003: NIL) insubsidiary.

BASIS OF CONSOLIDATION

The consolidated financial statements include the financial statements of First Capital Equities Limited and its
subsidiary (EPSL).

In subsidiary company, the parent company directly controls 51 % of the voting securities and has power to elect
and appoint 51 % of its directors. The financial statements of the subsidiary are included in the consolidated
financial statementsfrom thedate of control commencesi.e. April 01, 2004, until the datewhenthat control ceases.
Thefinancial statementsof the subsidiary company have been consolidated onalineby linebasis.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
3.1 Accounting Convention

These accounts have been prepared under the historical cost convention, except for theinvestmentsheld for
trading, which arestated at their fair value.

3.2 Satement of Compliance

These financial statements have been prepared in accordance with approved accounting standards as
applicablein Pakistan and the requirements of Companies Ordinance, 1984. Approved accounting standards
comprise of such International Accounting Standards as notified under the provisions of the Companies
Ordinance, 1984. Wherever, the requirements of the Companies Ordinance, 1984 or directivesissued by the
Securities and Exchange Commission of Pakistan differ with the requirements of these standards, the
requirements of Companies Ordinance, 1984 or the requirements of the said directives take precedence.
Where as in case of EPSL, the financial statement has been prepared in accordance with approved
accounting standardsasadopted in Bangladesh.
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3.3

3.4
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First Capital Equities Limited

TangibleFixed Assets
Owned Assets

i) Fixedassetsarestated at cost lessaccumul ated depreci ation.

ii) Depreciation is charged on the reducing balance method at the rates specified in the schedule of fixed
asset, which are considered appropriateto write off the cost of assetsover their useful economiclives.

iii) Full year's depreciation is charged on the assets acquired during the year while no depreciation is
chargedintheyear of disposal .

iv) Gain or loss on disposal of assets, if any, are determined by comparing the sales proceeds with the
carryingvalueand areincludedinincomecurrently.

v) Normal repairs and maintenance are charged to income as and when incurred. Major renewals and
improvementsare capitalized.

vi) In case of EPSL no depreciation is charged on assets acquired during the year, whereas full year
depreciationischargedintheyear of disposal .

L eased Assets

i) Assets subject to finance lease are stated at cost less depreciation at the rates and basis applicable to
company's owned assets. The outstanding obligations under the lease | ess finance charges allocated to
futureperiodsareshown asaliability;

ii) Thefinancechargesarecalculated at theinterest ratesimplicitinthelease and arecharged toincome.
Room and M ember ship Card

These are stated at acquisition cost. Provision, if any, is made for permanent diminution in value of these
assets.

Investments
Long term investments

Investmentsin subsidiaries are accounted for under the equity method. This method is applied from the date
when control commences until the date when that control ceases. When the company's share of losses
exceedsthe carrying amount of the subsidiaries, the carrying amount isreduced to nil and the recognition of
further lossesisdiscontinued except to the extent that the company hasincurred obligationsin respect of the
subsidiaries.

Investmentsheld for trading

Investments, which are acquired principally for the purposes of generating a profit from short term
fluctuationsin price or dealer'smargins, are classified asheld for trading. These are stated at fair valueswith
any resulting gainsor lossesrecognized directly inthe profit and lossaccount.
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3.6

3.7

3.8

3.9

3.10

First Capital Equities Limited

RevenueRecognition

i) Brokerageincomeisrecognized asand when servicesare provided.

ii) Capital gainsor lossesonsaleof investmentsaretakentoincomeintheyear inwhichthey arise.
iii) Dividendincomeisrecognized at thetimeof book closure of company declaring dividend.

iv) Mark-up/interestincomeisrecognized asand whenitisdueon accrua basis.

Trade& Other Receivables

These are stated at net of provisions, if any, for doubtful debts. Full provision is made against the debts
considered doubtful.

Taxation
Current:

Provisionfor current taxation isbased ontaxableincomeat current rates of taxation after taking into account
all tax creditsand tax rebatesavailable, if any.

Deferred:

Deferred tax is provided by using the balance sheet liability method on all temporary differences arising at
thebal ance sheet date, between thetax bases of the assetsand liabilitiesand their carrying amounts. Deferred
tax assetsarerecognized for all deductibletemporary differences, unused tax | ossesand unused tax credits, if
any, to the extent that it is probable that future taxable profits will be available against which the temporary
differences, tax lossesand unused tax creditscan be utilised.

The carrying amount of all deferred tax assetsis reviewed at each balance sheet date and adjusted to the
appropriateextent, if itisnolonger probablethat sufficient taxable profitswill beavailableto allow al or part
of thedeferred tax assetsto beutilized. Deferred tax assetsand liabilitiesare measured at thetax ratesthat are
expected to apply to the period when the liability is settled based on tax rates that have been enacted at the
balance sheet date.

Foreign Currency Trandation

All assets and liabilities in foreign currency are translated at exchange rates prevailing at the year-end.
Foreign currency transactions during the year are recorded at the rate of exchange prevailing at the time of
transaction. Exchangedifferencesareincludedinincomecurrently.

Saff Retirement Benefits

The company operates an un-funded gratuity schemefor its permanent employees, under which benefitsare
paid on cessation of employment subject to a minimum qualifying period of service. Obligation of the
scheme and profit and loss charge is made in accordance with the actuary's recommendation based on the
actuarial valuation of the scheme as on June 30, 2004 using projected unit credit method and in linewith the
provisionsof thelncome Tax Ordinance, 2001.
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3.12

3.13

First Capital Equities Limited

Actuaria gains and losses that are in excess of the corridor limits as prescribed in IAS-19 "Employee
Benefits' areamortized over the average remaining working lives of the employees participating in the plan.
(Refer Note-15)

Financial I nstruments

Financial assets mainly compriseinvestments, long term deposits, accountsreceivables, advances, deposits
& other receivables, cash and bank balances. These apart from certaininvestmentsare stated at their nominal
value as reduced by the appropriate allowances for estimated irrecoverable amount. Investments held for
trading arestated at their fair value.

Financial liabilities are classified according to the substance of the contractual arrangements entered into
significant financial liabilities are obligations under lease finance, running finance, accounts payables,
creditors, accrued and other liabilities. Thesearestated at their nominal value.

Offsetting of financial assetsand financial liabilities.

Financial assets and financial liabilities are offset and the net amount is reported in the balance sheet if the
company has alegally enforceable right to set off the recognized amounts and intents either to settle on net
basisor torealizethe assetsand settletheliabilitiessimultaneously.

Provisions

A provisionisrecognized when and only when the company hasapresent legal or constructive obligation as
aresult of past events and it is probabl e that an outflow of resources embodying economic benefitswill be
requiredto settlethe obligation, and areliabl e estimate of the obligation can bemade.

3.14 Borrowingcosts

3.15

3.16

All borrowing costsare charged to profit and | ossaccount.
Cash and cash equivalents

Cash and cash equivalentsare carried in balance sheet at cost. For the purpose of cash flow statements, cash
and cash equival entscomprise cash in hand and bank balances.

Goodwill

Goodwill arising on acquisition represents the excess of the cost of acquisition over the fair value of the
interest in subsidiary company net assets acquired and isamortized over itsestimated useful life at an annual
rate of 20 %. Amortization of goodwill ischarged tothe profit andlosson astraight linebasis.
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4 TANGIBLE FIXEDASSETS

4.1 Followingisthe statement of operating fixed assets.

First Capital Equities Limited

COST Depr eciation Written Depreciation
Asat Acquisition of | Additions/ Asat Accumulated as| Acquisition of | Adjustments/ | Accumulated as down Depreciation| charged for
Particulars June 30, subsidiary Transfers/ | June30, at June 30, subsidiary (Deletions) at June 30, valueasat Rate theyear
2003 ason 31/03/04 | (Deletions) 2004 2003 as on 31/03/04 2004 June 30, 2004
(R u p e e 9 % (Rupees)
OWNED ASSETS
Leasehold Improvements 4,718,506 851,874 1,376,538 3,364,527 1,192,336 333,522 - 717,349 2,647,178 5-15 132,993
(3,582,391) (941,502)
Computers 11,887,164 482,783 751,924 3,917,346 7,429,220 309,617 - 1,896,126 2,021,220 20-25 476,233
(Transferred from Leased assets) 53,900 26,303
(9,258,425) (6,345,247)
Office Equipments 11,163,992 286,186 618,698 6,711,350 3,571,508 111,020 - 2,136,558 4,574,792 10-20 495,297
(Transferred from Leased assets) 196,000 60,425
(5,553,526) (2,101,692)
Furniture and Fixtures 4,067,816 164,693 77,392 3,548,450 1,424,624 53,486 - 1,407,400 2,141,050 10 228,660
(761,451) (299,370)
Crokeries& Cutlaries - 7,910 - 7,910 - 2,315 - 2,456 5,454 10 141
Vehicles 10,347,926 - 4,920,500 12,181,158 5,526,306 - - 5,224,793 6,956,365 20 1,739,091
(3,087,268) (2,040,604)
42,185,404 1,793,446 7,994,952 29,730,741 19,143,994 809,960 86,728 11,384,682 18,346,059 3,072,415
(22,243,061) (11,728,415)
LEASED ASSETS
Computers 53,900 - - 26,303 - - - - 20 -
(Transferred to Freehold assets) (53,900) (26,303)
Office Equipments 196,000 N B 60,425 - B N N 10 -
(Transferred to Freehold assets) (196,000) (60,425)
Vehicles 69,000 747,000 816,000 13,800 - - 174,240 641,760 20 160,440
Total 42,504,304 1,793,446 8,741,952 30,546,741 19,244,522 809,960 86,728  11,558922 18,987,819 3,232,857
(22,492,961) (11,815,143)
2003 54,941,128 9,747,158 42,504,304 18,924,984 - 1,653561 19,244,522 23,259,782 3,678,539
(22,183,982) (5,012,562)

69
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First Capital Equities Limited

4.2 Disposal of fixed assets

Particulars Cost Accumulated Book Sale Profit / (L oss) M ode of Particulars of Buyers
Depreciation Value Proceeds Sale
(R u p e e 9

Computers 1,770,447 1,322,723 447,724 97,171 (350,553) Negotiations T.W. Computers - Lahore
Computers 65,800 39,446 26,354 5,500 (20,854) Negotiations Global Tec - Islamabad
Office Equipments 125,000 33,875 91,125 28,000 (63,125) Negotiations Power ware Technology - Karachi
Leasehold Improvements 3,582,391 941,502 2,640,889 - (2,640,889) Written Off
Office Equipments 2,948,526 1,052,233 1,896,293 - (1,896,293) Written Off
Computers 7,422,178 4,983,078 2,439,100 - (2,439,100) Written Off
Furniture and Fixtures 761,451 299,370 462,081 - (462,081) Written Off
Vehicle - Accessories (Air Conditioner) 37,788 10,432 27,356 - (27,356) Written Off
Office Equipments 2,200,000 900,922 1,299,078 425,000 (874,078) Negotiations Standard Computers - Karachi
Office Equipments 280,000 114,663 165,337 13,700 (151,637) Negotiations Power ware Technology - Karachi
Vehicle 567,180 381,327 185,853 425,000 239,147 Negotiations Assad Butt - (Executive)
Vehicle 672,000 396,749 275,251 525,000 249,749 Negotiations ljaz Ahmad Qureshi - Gujranwala
Vehicle 534,000 394,015 139,985 475,000 335,015 Negotiations WorldCall Broadband Limited
Vehicles 1,276,300 858,082 418,218 1,007,600 589,382 Negotiations Dawood Ahmad - Karachi

Total 22,243,061 11,728,417 10,514,644 3,001,971 (7,512,673)

2003 17,738,982 3,359,003 14,379,979 17,205,480 2,825,501

4.3 Noassetsweresoldto Chief Executive, Directors, Executives& Associated undertaking and sharehol derswith
not lessthen 10 % shares of the company unless other wise mentioned.
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COST OF CARDSAND ROOMS

Lahore Stock Exchange (Guarantee) Ltd.

Karachi Stock Exchange (Guarantee) Ltd.

Dhaka Stock Exchange
Chaittagong Stock Exchange
Others (Rooms)

GOODWILL

Goodwill

Less: Amortization

LONG TERM DEPOSITS

Leasing Companies

Stock Exchanges

Central Depository Company

Others

ACCOUNTSRECEIVABLE

Receivable against purchase of shares

Unsecured considered good
Clients

Members
Stock Exchanges

Unsecured considered doubtful ;
Clients
Members

Less: Provision for doubtful debts

First Capital Equities Limited
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2004 2003
(Rupees) (Rupess)
11,000,000 11,000,000
33,200,000 33,200,000

6,511,765 -
3,864,670 -
12,307,500 12,000,000
66,883,935 56,200,000
896,774 -
(179,355) -
717,419 -

193,650 31,590
1,235,000 855,000
250,000 400,000
563,200 172,346
2,241,850 1,458,936
224,687,303 45,604,541
2,718,271 2,312,484
53,213,847 81,935,673
280,619,421 129,852,698
35,087,253 36,595,042
2,344,757 2,344,757
37,432,010 38,939,799
(37,432,010) (38,939,799)

280,619,421 129,852,698




9. INVESTMENTSHELD FOR TRADING

First Capital Equities Limited

2004 2003
Quantity COoSsT MARKET Quantity cosT MARKET
Rate (Rupees) Rate (Rupees) Rate (Rupees) Rate (Rupees)
ASSOCIATED - LISTED
First Capital Mutual Fund Ltd. 10,000 6.75 67,500 6.85 68,500
OTHERS- LISTED
FUEL & ENERGY
Karachi Electric Supply Corporation 5,000 7.35 36,750 7.40 37,000
Attock Refinery Limited 30,000 83.50 2,655,005 91.50 2,745,000
Bosicar Pakistan Limited 209,500 21.40 4,483,300 22.95 4,808,025
Pakistan State Oil Company Limited 800 252.25 201,800 256.75 205,400
OGDC 400,000 69.17 27,667,180 64.50 25,800,000
Pak Oil Field Ltd. 8,000 285.20 2,281,577 208.50 1,668,000 14,000 21950 3,073,000 225.20 3,152,800
Sui Northern Gas Pipelines Ltd. 2,000 70.00 140,000 64.70 129,400
INVEST. CO's, LEASING & BANKS
19th ICP Mutual Fund Ltd. 125 19.25 2,406 19.25 2,406
Al Mezan Mutual Fund Ltd. 20,000 14.70 294,000 15.45 309,000
BSJS Balance Fund Ltd. 33,500 12.91 432,325 12.95 433,825
Faysal Balance Growth Fund Ltd. 25,000 100.00 2,500,000 100.00 2,500,000
Muslim Commercial Bank Ltd. 7,200 52.48 377,845 50.60 364,320
National Bank of Pakistan Ltd. 150,000 65.29 9,793,136 66.45 9,967,500 5,000 27.80 139,000 27.30 136,500
Pakistan Capital Market Fund Ltd. 20,000 10.10 202,000 10.25 205,000
Pakistan Premier Fund Ltd. 10,000 17.30 173,000 19.20 192,000
PICIC 2,500 58.91 147,275 72.05 180,125
Trust Commercial Bank Ltd. 10,000 10.85 108,500 11.30 113,000
Dominion Stock Fund Ltd. 1,000 2.70 2,700 3.40 3,400
First Tri Star Modarba 1,500 8.00 12,000 3.00 4,500
First Punjab Modarba - - - - - 8,000 5.30 42,400 7.50 60,000
TEXTILE
Colony Thal Textile Mills Ltd. 1,500 4.85 7,275 5.30 7,950
Nishat MillsLtd. 116,000 53.68 6,227,333 52.80 6,124,800 150 2550 3,825 35.05 5,258
Data Textiles Ltd. 1,500 7.20 10,800 475 7,125
Shaheen Cotton Mills Ltd. 500 9.00 4,500 9.00 4,500
Sunrays Textile Mills Ltd. - - - - - 500 1550 7,750 17.00 8,500
‘Yousaf Weaving Mills Ltd. - - - - - 22,500 7.00 157,500 6.00 135,000
Legler Nafees Denim Mills Ltd. - - - - - 17,000 15.42 262,100 1555 264,350
COMMUNICATION
WorldCall Communication Ltd. 5,241,791 14.72 77,147,723 14.20 74,433,432 1,041,791 9.60 10,000,000 15.20 15,835,223
Dewan Farooq Motors Ltd. 15,000 26.98 404,750 24.80 372,000 4,500 26.60 119,700 26.15 117,675
Callmat Tilips Telecom 10,000 15.40 154,000 15.25 152,500
Indus Motor Company Ltd. 70,000 93.10 6,517,000 91.20 6,384,000
PLA () 967,000 22.83 22,076,789 17.90 17,309,300 98,500 6.75 664,875 12.55 1,236,175
PIL.C.T 20,000 22.05 441,000 23.00 460,000
Pakistan Tele Communication Ltd. 457,000 44.21 20,202,693 42.15 19,262,550
TRG Pakistan Ltd. 65,000 17.05 1,108,250 17.25 1,121,250
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CHEMICAL & PHARMA

First Capital Equities Limited

PTA Pakistan Limited 231,500 16.05
Engro Chemicals Ltd. 57,000 105.20
Rupali Polyester Ltd. 25,000 45.00
Sardar Chemicals Ltd. 5,000 8.10
CEMENT

Zeal Pak Cement Ltd. 200,000 10.15
Fauji Cement Company Ltd. 78,000 22.69
Pioneer Cement Ltd. 20,000 16.00
Maple Leaf Cement Ltd. 200,000 41.82
Pakland Cement Ltd. 50,000 30.60
SUGAR & ALLIED

Mirza Sugar 400 4.30
Tandliwala Sugar Mills Ltd. 2,000 16.45
United Sugar Mills Ltd. 1,000 13.95
MISCELLANEOUS

Adamjee Insurance Co. Ltd. 12,500 64.55
Baluchistan Glass Ltd. 10,000 12.90
General Tyres Ltd. 50,000 44.50
Haidery Construction Co. Ltd. 500 455
JOV & Co. Ltd. 500 598.00
Pak. Reinsurance Corp. 60,000 62.24
Marfaco Industries Ltd. 5,500 7.00
Macpack Films Ltd. 10,000 37.50
Shaheen Insurance Co. Ltd. 1,268,500 24.89
Salman Noman Enterprises Ltd. 1,000 6.03
Attlas Battery Limited - -

Pak Leather - -
Commercial Union Life Assurance - -
Gillette Pakistan Limited - -
UTP Units 118 7,906.86

(Loss) / Gain on account of remeasurement

of Investmentsto fair value

Investmentsas at 30 June.

3715575 17.35 4,016,525
5,996,277 97.50 5,557,500
1,125,000 44.20 1,105,000
40,500 8.30 41,500
2,030,000 12.40 2,480,000
1,769,600 16.30 1,271,400
320,000 20.10 402,000
8,364,800 38.00 7,600,000
1,530,000 3145 1,572,500
1,720 4.40 1,760
32,900 19.20 38,400
13,950 13.50 13,500
806,875 67.20 840,000
129,000 13.05 130,500
2,225,000 46.00 2,300,000
2,275 750 3,750
299,000  622.00 311,000
3,734,500 65.30 3,918,000
38,500 9.15 50,325
375,000 38.15 381,500
31,576,581 2400 30,444,000
6,025 7.00 7,000
933,010  8,608.00 1,015,744
250,946,500 238,877,712
(12,068,788) -
238,877,712 238,877,712
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500
10,000
15,000

8,500

100

21.40

80.35
8.85
14.60
78.50
5,972.00

106,975

40,175
88,500
219,000
667,250
597,200

16,189,250

6,911,781

23,101,031

58.30

86.00
7.50
17.10
79.90
8,044.00

291,500

43,000
75,000
256,500
679,150
804,400

23,101,031

23,101,031




10.

12.

First Capital Equities Limited

ADVANCES, DEPOSITS, PREPAYMENTS

AND OTHER RECEIVABLES

Advances : Unsecured - Considered Good

Executives

Employees

Others
Due from Holding Company
Advance Income tax
Deposits
Prepayments
Other receivables

- Mark up

- Others

Notes 2004 2003
(Rupees) (Rupees)

101 4,520,046 1,177,477
252,239 365,125

122,140 -

4,119,366 -
29,585,967 27,111,529
227,791 248,000
1,684,618 1,089,578
557,893 486,400
7,015,396 6,723,736
48,085,456 37,201,845

10.1 These represent interest free, unsecured advances to executives. The maximum aggregate balance due
fromexecutivesat theend of any month duringtheyear wasRs. 4,634,172/- (2003: Rs. 2,821,341/-)

CASHAND BANK BALANCES

Cash at banks-

Local currency
- Current accounts
- PLSaccounts

Foreign currency
- PLSaccount

- Foreign bank accounts (Outside Pakistan)

Cash in hand

ACCOUNTSPAYABLE
Payable against sale of shares
Clients

Members
Associated Companies

12.1 Detail of these are as under:

121

Shaheen Insurance Company Ltd.
First Capital Securities Corporation Ltd.

(Holding Company)
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72,525 618,351
111,118,112 27,069,865
111,190,637 27,688,216
410,654 3,760
4,709,800 -
116,311,091 27,691,976
24,684 40,605
116,335,775 27,732,581
312,539,132 70,320,931
1,236,635 267,813
- 24,751,167
313,775,767 95,339,911
- 139,160
- 24,612,007
- 24,751,167




First Capital Equities Limited

Notes 2004 2003
(Rupees) (Rupees)
SHORT TERM RUNNING FINANCE
KASB Bank Ltd. 13.1 66,973,597 -
Short Term Loan form EPL 133,185 -
67,106,782 -

13.1 The company has a running finance facility of Rs. 100.00 million secured against shares of listed
companies under mark up arrangement. The mark up rateis 7 % (2003 : 17.5 %) per annuam is payable
quarterly. Subsequent to theyear end therate of mark up hasbeen reducedto 6 %.

CREDITORS, ACCRUED AND
OTHER LIABILITIES

Due to Associated Companies - 2,700,253
Creditors 2,963,622 2,414,732
Accrued & Other Liabilities 6,397,946 1,721,496
Mark-up on short term running finance 1,307,117 -
Tax Deducted at Source 294,866 388,508
10,963,551 7,224,989
DEFERRED LIABILITIES
Provision for Gratuity 151 5,145,690 4,048,316
Deferred taxation 15.2 - 940,165
5,145,690 4,988,481

15.1 Thefuturecontribution ratesof theschemeincludeallowancesfor deficit and surplus. Projected unit credit
method based onthefollowing significant assumptionsisused for val uation of thisscheme.

Discount Rate 8% 8%
Excepted rate of salary increased in future years 7% 7%
Average excepted remaining life time of employees 13 Years 12 Years

(@) Theamount to berecognized in the balance sheet is asfollows:

Present value of obligation 4,557,486 3,706,092
Unrecognized actuarial gain 323,204 342,224
Benefits due but not paid 265,000 -

Liability recognized in the balance sheet 5,145,690 4,048,316

(b) Theamount to berecognized in the profit and loss account is as follows:

Current Service Cost 1,152,587 1,153,314
Interest Cost 296,487 374,612
Total amount charged to income statement 1,449,074 1,527,926
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16.

(c) Movement of liability to be recognized in the
balance sheet isasfollows:

Present value of obligation at beginning of the year
Contributions paid
Benefits paid

Net Liability at the end of the year

15.2 Deferred Taxation
The deferred taxation comprises of the following:

Difference between written down values and
tax bases of fixed assets
Provision for Gratuity

SHARE CAPITAL

Authorized
30,000,000 (2003:15,000,000) ordinary
shares of Rs.10/- each

I ssued, subscribed and paid-up
22,007,000 (2003:10,003,500) ordinary shares
of Rs.10/- each fully paid in cash

2,000,000 (2003: 2,000,000) ordinary shares
of Rs.10/- each issued as bonus shares

First Capital Equities Limited

2004 2003
(Rupees) (Rupees)
4,048,316 3,549,040
1,449,074 1,527,926
(351,700) (1,028,650)
5,145,690 4,048.316
1,800,992 2,357,076
(1,800,992) (1,416,911)
- 940,165
300,000,000 150,000,000
220,070,000 100,035,000
20,000,000 20,000,000
240,070,000 120,035,000

The Company is a subsidiary of First Capital Securities Corporation Limited - a listed company holding
16,179,600 (67.39 %) ordinary shares (2003 : 8,089,800 (67.39 %)) at theyear end.
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First Capital Equities Limited

2004 2003
(Rupees) (Rupees)

LIABILITIESAGAINST ASSETSSUBJECTTO
FINANCE LEASE

Therateof interest used asthediscounting factor isbetween 8.5 % to 17% per annum. The amount of future
paymentsand theperiodinwhichthey will becomedueare:

Period ended June 30, 2004 - 68,481
2005 237,276 26,196
2006 224,468 13,388
2007 380,240
841,984 108,065
Less: Unallocated financial charges (72,526) (10,621)
769,458 97,444
Less: Current maturity shown under current liabilities (195,134) (61,293)
574,324 36,151

The lease rental s are payable in monthly installments. The company has the right to exercise purchase option
at the end of the lease term. There are no financial restrictions in the lease agreement.

17.1 Thereconciliation between grossminimum |ease payment, futurefinancial chargesand present valueof
minimum lease paymentsisasfollows:

Gross Minimum L ease Payments

Not later than one year 237,276 68,481
Later than one year but not later than five years 604,708 39,584
841,984 108,065

Present value of minimum lease payments

Not later than one year 195,134 61,293
Later than one year but not later than five years 574,324 36,151
769,458 97,444
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18.

First Capital Equities Limited

CONTINGENCIESAND COMMITMENTS

18.1

18.2

18.3

18.4

185

During the year 2000 certain clients of the company defaulted on their obligations. ABN AMRO Asia
Limited Hong Kong (ABN AMRO), major shareholder of the company at that time, arranged for the
requisite financing and assumed the open positions and obligations of the defaulting clients. Theloans
so arranged by ABN AMRO were secured specifically against the amounts recoverable from these
defaulting clients and were repayable only through amounts recovered from such defaulting clients.
Theseloanswereinterest free and exchangerisk had been assumed by ABN AMRO pursuant to theloan
agreements signed between the company and ABN AMRO. Accordingly the company had set off these
loansand such recoverableamounts. The Company had initiated cases against the defaulting clientsfor
recovery of the amounts due from them. The defaulting clients had made a counter claim in the said
proceedings. Theeventual outcome of these casesor counter claimsisuncertainat thisstage.

The company has agreed to indemnify ABN AMRO, its directors and affiliates from any or all claims
which may befinalized against the company except for those mentioned in note 18.1 The existence and
the magnitude of any such claims, other than mentioned in these accounts, are not presently known.

Membersof Karachi Stock Exchange, Mr. Aslam Motiwalaand Mr. Sultan Ahmed Zakariahave lodged
claim of Rs.187.530 million in arbitration proceedings before the Karachi Stock Exchange and a
similar claim before the High Court of Sind relating to the same causes of actions. The company has
denied theclaimsonfactual and legal grounds. Thefinal outcome of the matter remainsuncertainat this
point of time. However, the Company isconfident of an eventual outcomeinitsfavour.

ThelncomeTax Authorities hasre-opened the assessmentsfor the assessment years 1998-1999 & 1999-
2000 under section 66-A of the Income Tax Ordinance, 1979 and assessed a tax demand of Rs. 10.08
million by allocating expenditure against the Capital Gains. The Commissioner of Income Tax
(appeals) hasfinalised the appeal for the assessment year 2000-2001 by partially set aside the appeal of
the assesse on all ocation of expenditureto exempt incomei.ecapital gainsand tax demand comesto Rs.
7.25 million. The Company hasfiled appealsin the Income Tax Appellate Tribunal ("ITAT") for above
mentioned years. The Income Tax Authorities have also finalized the assessment for the assessment
years 2001-2002 by allocating expenditure against capital gains and determined a refund of Rs.
530,345/-. The Income Tax Authorities has also imposed additional tax & penalties u/s 52, 88 & 89 of
the Income Tax Ordinance, 1979 and assessed tax demand of Rs. 1.26 million for the assessment years
1998-99 to 2001-02. The Company hasfiled appeal sbefore the Commissioner of IncomeTax (appeal s).
Themanagement ishopeful for afovourable outcomeintheappeals.

Mr. Assad ullah Sgjid hasfiled petition with the Securities & Exchange Commission of Pakistan against
FCEL for refund of deposit worth of Rs. 590,740/- deposited for purchase of shareson hisbehalf.
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19.

OPERATING EXPENSES

Salaries and Benefits
Provision for gratuity
Rent, Rates & Taxes
Communication

Utilities

Insurance

Printing and stationery
Travelling and conveyance
Repair and maintenance
Postage and courier
Vehicle running expenses
News paper and periodicals
Entertainment

Legal and professional
Bad Debts
Advertisement

Auditors remuneration
Depreciation

Other expenses

Fee & Subscription

CDC & Stamps Charges
Stock Exchange charges
Donation

Zakat

19.1 Auditors remuneration

Audit Fee

Misc. certification and compliance charges
Out of Pocket Expenses

First Capital Equities Limited

2004 2003

(Rupees) (Rupees)
55,284,660 32,728,700
1,449,074 1,527,926
2,772,472 2,531,462
8,211,580 5,888,003
2,124,922 2,593,297
772,861 353,147
1,556,146 1,317,127
2,298,585 1,005,433
2,123,394 2,258,623
983,452 750,096
59,874 44,460
118,770 94,407
1,513,161 1,309,976
738,125 795,065
611,804 404,762
246,889 203,445
191 259,775 190,000
4.1 3,232,857 3,678,539
883,396 693,387
951,881 369,097
5,206,905 2,570,317
18,712,329 8,158,464
19.2 91,500 52,475
167 3,825
110,204,579 69,522,033
154,775 125,000
105,000 50,000
- 15,000
259,775 190,000

19.2 None of the directors or their spouse had any interest in any of the donee.
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20.

21.

22.

23.

FINANCIAL EXPENSES

Mark-up on short term finances
L ease finance charges

Bank charges and commission

OTHER INCOME

Mark-up on PL S accounts

Dividend income

Provision for doubtful debts - written back
Service charges

Others

OTHER EXPENSES

Loss/ (Gain) on sale of fixed assets
Amortization of goodwill
Assets written off

Loss on foreign currency translation

TAXATION

Current
Prior Year

Deferred

First Capital Equities Limited
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2004 2003
(Rupees) (Rupees)
1,352,377 369,480

6,889 81,455
1,011,704 509,814
2,370,970 960,749
1,103,787 1,187,450
1,944,481 2,523,768

- 2,107,449
1,505,000 2,460,000

679,818 957,017
5,233,086 9,235,684

46,954 (2,928,581)

179,355 -

7,465,719 103,080

46,072 74,181
7,738,100 (2,751,320)
2,588,924 1,760,406
- 242,249
(940,165) 940,165
1,648,759 2,042,820




First Capital Equities Limited

23.1 Relationship betweenincometax expenses 2004 2003
and accounting profit (Rupees) (Rupees)
Equity Partners  First Capital
SecuritiesLtd.  EquitiesLtd.
Profit before taxation 641,726 57,171,069 57,812,795 48,320,038
Tax Rate 35%
Tax at the applicable tax rate 184,682 20,009,874 20,194,556 16,912,012
Tax effect of expenses that are admissible/
inadmissible in determining tax profits - (17,605,632)  (17,605,632) (9,503,863)
Tax effect of tax credits carried forward from
previous years - - - (5,647,743)
184,682 2,404,242 2,588,924 1,760,406
Effect of changein prior years - - - 242,249
Tax effect of temporary differences between the
carrying amounts of assets and liabilities for
financial reporting purposes and the amounts
used for taxation purposes - (940,165) (940,165) 940,165
184,682 1,464,077 1,648,759 2,942,820

24,

EARNING PER SHARE - Basic

Thereis no dilutive effect on the basic earnings per share
which is based on:

Profit attributable to ordinary share holders

Weighted Average Number of ordinary shares
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First Capital Equities Limited

ACQUISITION OF SUBSIDIARY

OnApril 01, 2004, First Capital EquitiesLimited acquired 51 % of the share capital of Equity Partners Securities
Limited engaged inthe business of brokeragein Bangladesh. The acquired business contributed revenues of Rs.
972,620/- and operating profit of Rs. 641,726/- for the period from April 01, 2004 to June 30, 2004, and its assets
and liabilitiesat June 30, 2004 wererespectively Rs. 18,658,791/- andRs. 6,818,453/-.

Purchase Consider ation

Note 2004 2003
(Rupees) (Rupees)
Cash Paid 6,865,076 -
Total Purchase Consideration 6,865,076 -
Fair value of net assets acquired 5,968,302 -
Goodwill 6 896,774 -

Assets and liabilities arising from the acquisition are as follows:

Cash and cash equivalents 8,766,116 -
Fixed assets 983,485 -
Membership of DSE 6,706,933 -
Membership of CSE 3,980,500 -
Advances, Deposits & Prepayments 97,597 -
Receivable from DSE 5,446,555 -
Short Term Loan from EPL (139,052) -
Payable to Clients (13,944,521) -
Payable to DSE (67,173) -
Payable to CSE (42,548) -
Liabilities for Expenses (38,848) -
Provision for Income tax (45,641) -
Liability for Other Finance (851) -

11,702,552 -
Less: Minority Interest (5,734,251) -
Value of net assets acquired 5,968,302 -
Goodwill 896,774 -
Total Purchase consideration 6,865,076 -
Less: Cash and cash equivalents of subsidiary acquired 8,766,116 -
Cash position on acquisition (1,901,040) -

TRANSACTIONSWITH RELATED PARTIES

Brokerage Income 453,546 456,360
Payment for/ against current accounts 148,399,570 34,518,292
Group pool expenses paid 2,599,594 1,542,801

The Company continues to have apolicy whereby all transactions with related parties are entered into at arm's
length determinedin accordancewith " Comparable Uncontrolled Price Method".
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27. REMUNERATION OF CHIEF EXECUTIVE, DIRECTORSAND EXECUTIVES

Chief Executive Directors Executives
2004 2003 2004 2003 2004 2003
Total Number 1 1 5 5 28 30

(Rupees) (Rupees) (Rupees) (Rupees) (Rupees) (Rupees)

Managerial Remuneration 680,000 680,000 2,476,000 1,478,000 4,955,577 4,798,522
House Rent 272,000 272,000 990,400 591,200 1,982,231 1,919,409
Gratuity - - - - - 414,000
Medical Expenses Reimbursed 211,511 115,354 323,130 154,334 332,256 407,423
Utilities 68,000 68,000 247,600 147,800 495,558 479,852
Other Benefits - - 5,646,855 336,000 9,117,197 7,147,015

1,231,511 | 1,135,354 | | 9,683,985 | 2,707,334 | |16,882,819 15,166,221
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28. FINANCIAL INSTRUMENTSAND RELATED DISCLOSURES
28.1 INTEREST RATE RISK EXPOSURE

Information about the company's exposure to interest rate risk based on contractua refinancing and
maturity dates, which everisearlier, isasfollows:

June 30, 2004
Interest / Mark up Bearing Non Total
Lessthan Oneyear Sub Total I nterest
one year and above Bearing
(Rupees) (Rupees) (Rupees) (Rupees) (Rupees)
Financial Assets
Long term deposits - - - 2,241,850 2,241,850
Investments held for trading - - - 238,877,712 238,877,712
Advances, deposits and other receivables - - - 16,814,871 16,814,871
Accounts receivables - - - 280,619,421 280,619,421
Cash and bank balances 111,528,766 - 111,528,766 4,807,009 116,335,775
111,528,766 - 111,528,766 543,360,863 654,889,629
Financial Liabilities
Obligations under finance leases 195,134 574,324 769,458 - 769,458
Short term running finance 66,973,597 - 66,973,597 133,185 67,106,782
Creditors, accrued and other ligbilities 789,253 - 789,253 9,879,432 10,668,685
Accounts Payable - - - 313,775,767 313,775,767
67,957,984 574,324 68,532,308 323,788,384 392,320,692
On balance sheet gap 43,570,782 (574,324) 42,996,458 219,572,479 262,568,937
June 30, 2003
Interest / Mark up Bearing Non Total
Lessthan Oneyear Sub Total I nterest
one year and above Bearing
(Rupees) (Rupees) (Rupees) (Rupees)  (Rupees)
Financial Assets
Long term deposits - - - 1,458,936 1,458,936
Investments held for trading - - - 23,101,031 23,101,031
Advances, deposits and other receivables - - - 9,000,738 9,000,738
Accounts receivables - - - 129,852,698 129,852,698
Cash and bank balances 27,073,625 - 27,073,625 658,956 27,732,581
27,073,625 - 27,073,625 164,072,359 191,145,984
Financial Liabilities
Obligations under finance leases 61,293 36,151 97,444 - 97,444
Creditors, accrued and other liabilities 774,258 - 774,258 6,062,223 6,836,481
Accounts Payable - - - 95,339,911 95,339,911
835,551 36,151 871,702 101,402,134 102,273,836
On balance sheet gap 26,238,074 (36,151) 26,201,923 62,670,225 88,872,148
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29.

30.

31.

First Capital Equities Limited

2004 2003
% %
Effectiveinterest rate:
PL S accounts 1-7 1-7
Obligation under Lease Finance 85-17 16- 185
Short Term Running Finance 7 175
Creditors 14 14

28.2 Concentration of credit risk and credit exposure of the financial instruments

Credit risk represents the loss that would result if counter parties failed to perform as contracted. The
company managesitscredit risk by thefollowing method:

- Monitoring of debtson continuousbasis.

- Legal noticeandfollow up.

- Deposit of marginsbefore execution of ordersfor all retail clientele.
Thecompany believesthat itisnot exposed to major concentration of credit risk.

28.3 Foreign ExchangeRisk M anagement

Foreign currency risk arises mainly where payable/receivable exist due to transactions with foreign
clients. Payable exposed to foreign currency risks are identified as "Accounts Payable". The company
doesnot view hedging as being financially feasible owing to the excessive cost involved inrelation to the
amount at risk.

28.4 Fair valueof thefinancial instruments

Thecarrying value of all thefinancial instrumentsreflected in the financial statements approximatetheir
fair values.

NUMBER OFEMPLOYEES

Total number of employees at the year end. 114 97

AUTHORIZATION

There financial statement, have been authorized for issue by the Board of Directors of the Company on
October 06, 2004.

GENERAL
31.1 Figures have been rounded off to the nearest rupee.

31.2 TheCompany hasmadeinvestment init, subsidiary during theyear therefore corresponding figure, of the
hol ding Company havebeen taken.
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PATTERN OF SHAREHOLDING
ASAT JUNE 30, 2004

INCORPORATION No. L-07678 of 1994-95

No. of Shareholders Shareholdings SharesHeld
From To
30 101 - 500 15,000
99 501 - 1000 99,000
7 1001 - 5000 8,400
1 5001 - 10000 7,500
2 15001 - 20000 37,500
1 55001 - 60000 60,000
1 395001 - 400000 400,000
1 660001 - 665000 660,500
1 845001 - 850000 850,000
1 1145001 - 1150000 1,146,600
1 2395001 - 2400000 2,400,000
1 4795001 - 4800000 4,800,000
1 13520001 - 13525000 13,522,500
147 24,007,000
Categories of Shareholders Shares held Percentage
Directors, Chief Executive Officer 8,400 0.035
Associated Companies, undertakings
and related parties 15,069,100 62.770
Banks, Development Financial Institutions,
Non Banking Financia Institutions 1,510,500 6.292
Modarbas and Mutual Funds 400,000 1.666
Share holders holding 10% or more 19,469,100 81.098
Genera Public
a) Loca 2,541,500 10.586
b) Foreign 4,800,000 19.994

Note: Some of the shareholders are reflected in more than one category.
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PATTERN OF SHAREHOLDING ASPER LISTING REGULATIONS
ASAT JUNE 30, 2004

Number of

Categories of Shareholders Shares held
Associated Companies, undertaking and related parties

First Capital Securities Corporation Limited 14,669,100

First Capital Mutual Fund Limited 400,000
NIT and ICP -
Directors, CEO and their Spousesand Minor Children

Mian Ehsan ul Haq (CEO/ Director) 1,200

Khurram Hanif (Director) 1,200

Mazhar Abbas (Director) 1,200

Ali Nayyar (Director) 1,200

Muhammad Zubair Khalid (Director) 1,200

Ahsan Zia (Director) 1,200

Farooq Bin Habib (Director) 1,200
Executives -
Public Sector Companies and Cor porations 14,686,600
Banks, Development Finance I nstitutions, Non-Banking Finance I nstitutions,
I nsurance Companies, Modaraba & Mutual Fund etc. 1,910,500
Shareholdersholding 10% or more voting interest in the Company

First Capital Securities Corporation Limited 14,669,100

Sulieman Ahmad Said Al-Hogani 4,800,000
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The Company Secretary

First Capital Equities Limited Folio No./CDC Alc. No.
103-C/11, Gulberg-I1l,

Lahore. Shares Held:

I/ We of

(Name) (Address)

being the member(s) of First Capital Equities Limited hereby appoint Mr. / Mrs./

Miss of
(Name) (Address)
orfailinghim/her/Mr./Mrs./Miss. of
(Name) (Address)
[who is aso member of the Company vide Registered Folio No. (being the member of the

Company)] asmy / our proxy to attend at and vote for me/ usand onmy / our behalf at the Annual General
Meeting of the Company to be held at Registered Office of the Company, 103-C/I1, Gulberg-111, Lahore, on
October 30,2004 at 5:00 p.m. and at any adjournment thereof.

Signature this Day of 2004
Affix Revenue Stamp
(Witnesses) of RupeesFive
1
> Signature

(signature appended should agree with the
specimen signature registered with the
Company)

Notes:

1. ThisProxy Form, duly completed and signed, must be received at the Registered Officer of the Company not later
then 48 hoursbeforethetime of holding the meeting.

2. Nopersonshall act asaproxy unlesshehimself isamember of the Company, except that acorporation may appoint
apersonwhoisnot amember.

3. CDC account holderswill further have to follow the guidelines aslaid down in Circular No. 1 dated January 26,
2000 ssued by the Securitiesand Exchange Commission of Pakistan.
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