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—— Vision ——
To be a top quartile provider of investment solutions to both individuals
and institutions. Through the success of our clients and employees we
seek to build sustainable and long-term shareholder value, and to

be an employer of choice in the asset management industry.

—— Mission —

To deliver superior performance as measured by market share parameters,
high-quality service and a portfolio of innovative yet tailored products
across a range of investment disciplines and distribution channels.

To provide a fulfilling, stimulating and supportive environment
for our employees that fosters their personal growth and

facilitates our productivity as a team.
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REPORT OF THE DIRECTORS OF THE MANAGEMENT COMPANY
FOR THE YEAR ENDED JUNE 30, 2019

The Board of Directors of Lakson Investments Limited, the Management Company of the Lakson Asset
Allocation Developed Markets Fund ('LAADMF' or 'Fund') is pleased to submit its report together with
Audited Financial Statements for the year ended June 30, 2019.

Fund Objective
The investment objective of the Fund is to provide long-term capital appreciation by investing in a
mix of domestic debt and Developed Markets Securities.

Principal activities

LAADMF is an open-end asset allocation scheme and is listed on Pakistan Stock Exchange Limited. The
Scheme is managed using an active investment management style which focuses on an analysis of
the macro factors such as government policies, global economic data, commodities prices and
supply/demand dynamics. The Scheme switches exposure between the domestic Government Securities
and the Developed Markets securities based on the outlook of the Investments Team of the performance
of the Developed Markets. The Scheme may overweight or underweight countries relative to its
benchmark for Developed Markets investments, the MSCI World Index. Exposure of the Scheme in
the fixed income securities is managed through duration and yield curve management by shifting
between different maturities of the Government Securities.

Development and Performance Review

Lakson Asset Allocation Developed Markets Fund generated an absolute return of 18.16% in the FY19
compared to the Benchmark return of 20.84%. The LAADMF has underperformed the benchmark by
2.68%. As of June 28, 2019, allocation in Developed Market Equities was 39% and remaining in cash
(60%).

Earnings Per Unit (EPU)
EPU is not being disclosed as we feel determination of weighted average units for calculating EPU is
not practicable for open end funds.

Income Distribution

The Chief Executive Officer under the authority from Board of Directors of the Management Company
during the year declared the interim payout of PKR 5.2625 per unit (5.2625%) of face value of PKR
100/-) amounting to PKR 8.813 million distribution in cash for the year ended June 30, 2019.

Principal Risk and Uncertainties

The economic instability, rising current account deficit, declining FX reserves, higher than expected
inflation, PKR devaluation, lower than expected financial aid by both unilateral/bilateral donor agencies,
further monetary tightening and worsening of external relations remains a risk for all business sectors
in Pakistan.

These aforementioned risks could push both the foreign and local investors to liquidate their investments,
which may affect the financial market adversely and may affect the Fund's profitability as well.

Asset Manager and Fund Rating

The Pakistan Credit Rating Agency Limited ('PACRA') has maintained the asset manager rating of the
Management Company at "AM2+'. The VIS Credit Rating Company Limited has given the one year,
three years and five years performance rankings of "5-Star" to the LAADMF.

Additional Matters:
1. The detail of Directors of the Management Company is disclosed in this Annual Report.

2. The financial statements prepared by the Management Company present fairly the state of affairs
of the Fund, the results of its operations, cash flows and movement in unit holders' fund.
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3. Proper books of accounts of the Fund have been maintained.

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

5. Relevant International Financial Reporting Standards, as applicable in Pakistan, provisions of Non-
Banking Finance Companies (Establishment and Regulation) Rules, 2003, Non-Banking Finance
Companies and Notified Entities Regulations, 2008 ('NBFC Regulations), directives issued by the
Securities & Exchange Commission of Pakistan and requirements of the constitutive documents
of the Fund have been followed in the preparation of financial statements and any departure
there from has been adequately disclosed.

6. Thesystem of internal control is adequate and sound in design and has been effectively implemented
and monitored.

7. There are no significant doubts upon the Fund's ability to continue as a going concern.
8. Key financial data has been summarized in this Annual Report.

9. Outstanding statutory payments on account of taxes, duties, levies and charges have been fully
disclosed in these financial statements.

10. The statement as to the value of investments of provident fund is not applicable in the case of
the Fund as such expenses are borne by the Management Company.

11. The pattern of unit holding as at June 30, 2019 is given in note No. 21.1 of the Financial Statements.
12. A performance table / key financial data is annexed to this annual report.

External Auditor

The existing auditors M/s. KPMG Taseer Hadi & Co., Chartered Accountants being eligible have given
their consent for reappointment as auditors for the year ending June 30, 2020. The Board of Directors,
on the recommendations of the Audit Committee, has reappointed M/s. KPMG Taseer Hadi & Co.,
Chartered Accountants for the year ending June 30, 2020.

ECONOMY REVIEW

The economy continued to remain weak with large scale manufacturing index down 3.5% YoY in
11MFY19. The decline during the period was driven by food, beverages and tobacco sector followed
by petroleum products, pharmaceuticals, automobiles and iron and steel products. The external
position improved slightly through the year as imports were curtailed coming down to USD 54.5bn,
down 9.9% YoY with steep declines in machineries and transport groups. Exports came down slightly
as well decreasing 1% YoY to USD 23.0bn. Foreign exchange reserves remained under pressure
throughout the year, slipping from USD 16.4bn at end of 2018 to USD 14.4bn at end of 2019. Rupee
remained weak during the weak declining aggressively. It depreciated 24% during the year from PKR
121.50/USD at the end of 2018 to PKR 160.05/USD at the end of 2019.

Inflation also remained higher climbing month on month. It averaged 7.3% YoY during the year
compared to 3.9% in fy18. And fiscal deficit continued to worsen with the 9MFY19 deficit recorded
at 5.0% of GDP compared to 4.3% in 9MFY18 and 6.6% for the full year in 2018.

Fixed Income Market Review

SBP raised its policy rate by a cumulative 475bps in FY19 as large twin deficits and inflationary pressures
called for aggressive monetary tightening, particularly stoked by IMF's pre-conditions for its US$S6bn
loan program. PKR devalued by a further 24% in FY19 after losing 14% of its value against the USD
in FY18. Gas/power tariff hikes, PKR devaluation and rising perishable food prices have contributed
significantly to domestic inflation, with CPI for FY19 clocking in at 7.33% (Jun'19 CPI: 8.9%, NFNE:
7.2%), compared to 3.9% in FY18. Given the outlook on the exchange rate and inflation, further policy
rate hike of 75-100bps are likely this year.
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During FY19, market participation in T-Bills rose 7%yoy with continued Government borrowing from
SBP and commercial banks. GoP raised cumulative PKR18.5 trillion vs. PKR17.3 trillion in the SPLY. The
475bps rise in interest rates translated in T-Bill cut off yields jumping by 376bps YoY on average to
9.8% in 3M tenor, 10.0% in 6M and 10.2% in 12M tenor (up 363bps, 376bps and 390bps respectively).
Participation remained skewed towards 3M tenor due to persistent expectations of interest rate hikes.
Interest in PIB auctions rose substantially with GoP raising a whopping PKR1.03tn in FY19 vs. PKR101bn
in FY18. Cut-off yields rose 379bps on average to 11.22% in 3-year tenor, 11.62% in 5-year and 12.13%
in 10-year (up 393bps, 376bp and 367bps respectively). The highest participation was witnessed in
3-yr tenor maturities. We expect robust participation in longer tenor maturity investments may
continue, particularly under the stick of the IMF's loan program terms.

Broad Money (M2) growth rose to 11.26%yoy vs. 10.59%yoy in FY18 but lower from 13.69% in FY17.
The growth was led by rising (i) currency in circulation (up 12.8%yoy) and deposits held by banks (up
10.6% yoy, specifically demand deposits). This compensated for drop in time deposits.

Developed Market Review

MSCI's Europe, Australia and Far East Index (EAFE) was down 1.8% in FY19. New Zealand, Switzerland
and Greece stock markets were the better performers during the year, all three posting double digit
returns for FY19. Major underperformers included Ireland, Austria and Portugal.

USA's S&P 500 Index rallied 8.2% in FY19. First half of the year saw stock market underperforming
given the US-China trade war. Goods worth over USD 250bn had tariffs imposed between 10%-25%
with China retaliating and imposing similar tariffs. Despite multiple rounds of negotiations, trade war
couldn't be ended. Subsequently, economic growth forecasts were revised downwards leading to
increasing risks of a global economic recession. However, 3QFY19 saw S&P 500 posting a double-digit
positive return as optimism on possible trade war resolution and pause in rate hikes by FED to support
economic growth.

Japan's Nikkei Index was down 4.6% in FY19 to close at 21,276 points. Bank of Japan revised its
economic growth down midway through the year as global economic slowdown concerns gained
traction. Weak economic data from January to March 2019 prompted GDP forecast cuts for next year
to 0.5% growth. However, Japanese stocks continue to trade at cheaper valuations compared to global
peers. And despite a declining population, Japan's labor force is expanding driven by increasing female
participation, increasing retirement age and increasing hiring, including expats. The resilience of the
domestic economy has supported foreign investors increasing their buying in the stock market post
March.

UK remained under pressure during the year with its economy continuing to show signs of slowing
down and Brexit negotiations creating uncertainty. Confidence in the government to finalize Brexit
by March 2019 weakened through the year keeping the British pound volatile. The original deadline
was delayed from March 2019 to October 2019.Near the end of the year, Bristish PM Theresa May
resigned, unable to reach a deal. Boris Johnson was selected as the new PM in July and has been
tasked to reach a satisfactory Brexit conclusion within 100 days.

Spain's IBEX Index gave a negative return of 4.4% in FY19. Germany's stock index was flattish, closing
+0.8% while France was up +4.0% during FY19.

Future Outlook

Since the end of the fiscal year the central bank has increased the policy rate by a further 100bps,
where we do not expect further tightening given inflationary threats have been preemptively priced
in SBP has guided for CPI to remain within 10-12% range in the 2HCY19). Bulk of the exchange rate
correction has been achieved where real effective exchange rate (REER) stood at 102.6 (provisional)
for May'19 (as per SBP) and is likely to have dropped below 100 post 12% PKR devaluation in Jun'19.
We expect pace of devaluation to adopt a more modest pace of 5-6% p.a. hereon which should further
narrow inflationary pressures going forward.

Economic growth is expected to remain weak in FY20 given high levels of interest rates and inflation.
GDP growth rate is forecasted at 2.5% by the central bank.
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Pakistan officially entered into the IMF program near the end of the fiscal year for Extended Fund
Facility of USD 6bn which will help unlock USD 38bn in external borrowing and grants over the next
few years and help support the fiscal position. Fiscal position remains weak but is expected to improve
on the back of tax reforms aimed to increase tax revenue generation through a wider tax base. Exports
are likely to grow in FY20 on the back of a weaker currency compared to peers and measures to boost
exports. Import growth will be contained on the back of higher duties on luxury goods.

Inflation is expected to increase to low double digits, 11-13% for FY20 according to various sources,
before declining in FY21. Impact of rupee depreciation and pass on of the electricity and gas tariffs
are key reasons behind the increase. Interest rates are expected to stay elevated and peak within the
first half before declining in the second half of the fiscal year.

For FY19, the deficit is expected to cross 8%. This is expected to be curtailed next year with aggressive
tax collection targets.

Early into FY20, the market's sentiment still remains depressed. However, as clarity emerges in the
next few months on (i) interest rates, (ii) the FATF decision and (iii) relations with the US, it is possible
that the stock market takes a sustainable turn for the positive from 2QFY20 onwards.
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REPORT OF THE FUND MANAGER
FOR THE YEAR ENDED JUNE 30, 2019

Fund Facts Asset Allocation

Fund Type Open-End
Category Asset Allocation Fund
Net Assets (PKR Mil.) 562
NAV (28.06.2019) 150.8779 Developed
Pricing Mechanism Forward Day ""Ez‘l;:;’z’:)
Trustee CDC Pakistan Limited Cash 39%
Auditor KPMG Taseer Hadi & Co. (2

15% of the gross earnings of

the Scheme, calculated on a 0‘1"3:"5

daily basis. The fee is subject
Management Fee to a minimum of 1.25% and

maximum of 2% of the average

annual net assets of the

Scheme. Current - 1.55%
Front End Load 2.50% QQQ ETF As of June 2019
Back End Load None Contry Exposure
Launch Date October 11, 2011 Un.ited States 96.5%

Weighted average daily return :\:lzltr;]aerlands (1)22;:

of 6M KIBOR and the MSCI UK 0:5%

Benchmark World Index based on the
Scheme's actual proportion in

the debtéecurities and VANGUARD S&P 500  As of June 2019

developed market securities Sectors Exposure

Dealing Days Mon - Fri United States 97.5%

T - Ireland 1.2%
Cut-Off Time 04:00 R United Kingdom 0.9%
Asset Manager Rating AM2+ by PACRA (29.8.2019) Switzerland 0.5%
Fund Performance LAADMF Benchmark Investment Committee
FY19 18.16% 20.84% Babar Ali Lakhani Chairman
June-19 5.27% 5.30% Kashif Mustafa
2 Months 5.34% 6.29% Mustafa O. Pasha, CFA
3 Months 7.61% 8.45% Shahbaz Ashraf, CFA
6 Months 15.10% 15.88% Hassan Bin Nasir
12 Months 18.16% 20.84% Junaid Arshad, ACCA
CY19-YTD 14.76% 15.53% Uzair Nasir Rasheed
3 Years 42.00% 50.72%
5 Years 69.67% 60.74%
Since Inception 118.53% 125.86%

the benchmark of the fund was changed in September 2016

Investment Objective

The investment objective of the Lakson Asset Allocation Developed Markets Fund ("LAADMF") is to
provide long-term capital appreciation by investing in a mix of domestic debt and Developed Markets
securities.

The LAADMF achieved its investment objective by investing in a mix of risk free PIBs, T-Bills and
Exchange Traded Funds ("ETFs") that tracked the performance of the MSCI World Index. The domestic
debt component provides investors with long term capital protection; whereas the international
portion aims to provide long term capital appreciation and a powerful currency hedge.
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Investment Strategy

The Fund maintained concentration to Developed Market exposure in US markets like the S&P and
NASDAQ during the year. The domestic debt component of the LAADMF portfolio was constructed
by investing in liquid and risk free instruments like PIBs and T-Bills, which were trimmed at intervals
when the market allowed for booking hefty gains. The exposure in T-Bills was managed based on the
relative yield analysis of these instruments and our yield curve expectations. High exposure in cash
enabled the fund to benefit from lower marked to market volatility, while maintaining liquidity and
meeting all its obligations in a timely manner.

As of 30th June 2019, the Fund had the following asset allocation; Developed Market Equities (39.2%),
Cash (60%) and others (0.7%).

Economic Review

The economy continued to remain weak with large scale manufacturing index down 3.5% YoY in
11MFY19. The decline during the period was driven by food, beverages and tobacco sector followed
by petroleum products, pharmaceuticals, automobiles and iron and steel products. The external
position improved slightly through the year as imports were curtailed coming down to USD 54.5bn,
down 9.9% YoY with steep declines in machineries and transport groups. Exports came down slightly
as well decreasing 1% YoY to USD 23.0bn. Foreign exchange reserves remained under pressure
throughout the year, slipping from USD 16.4bn at end of 2018 to USD 14.4bn at end of 2019. Rupee
remained weak during the weak declining aggressively. It depreciated 24% during the year from PKR
121.50/USD at the end of 2018 to PKR 160.05/USD at the end of 2019.

Inflation also remained higher climbing month on month. It averaged 7.3% YoY during the year
compared to 3.9% in fy18. And fiscal deficit continued to worsen with the 9MFY19 deficit recorded
at 5.0% of GDP compared to 4.3% in 9MFY18 and 6.6% for the full year in 2018.

Economic growth is expected to remain weak in FY20 given high levels of interest rates and inflation.
GDP growth rate is forecasted at 2.5% by the central bank.

Pakistan officially entered into the IMF program near the end of the fiscal year for Extended Fund
Facility of USD 6bn which will help unlock USD 38bn in external borrowing and grants over the next
few years and help support the fiscal position. Fiscal position remains weak but is expected to improve
on the back of tax reforms aimed to increase tax revenue generation through a wider tax base. Exports
are likely to grow in FY20 on the back of a weaker currency compared to peers and measures to boost
exports. Import growth will be contained on the back of higher duties on luxury goods.
Inflation is expected to increase to low double digits, 11-13% for FY20 according to various sources,
before declining in FY21. Impact of rupee depreciation and pass on of the electricity and gas tariffs
are key reasons behind the increase. Interest rates are expected to stay elevated and peak within the
first half before declining in the second half of the fiscal year.

For FY19, the deficit is expected to cross 8%. This is expected to be curtailed next year with aggressive
tax collection targets.

Developed Markets Review

MSCI's Europe, Australia and Far East Index (EAFE) was down 1.8% in FY19. New Zealand, Switzerland
and Greece stock markets were the better performers during the year, all three posting double digit
returns for FY19. Major underperformers included Ireland, Austria and Portugal.

USA's S&P 500 Index rallied 8.2% in FY19. First half of the year saw stock market underperforming
given the US-China trade war. Goods worth over USD 250bn had tariffs imposed between 10%-25%
with China retaliating and imposing similar tariffs. Despite multiple rounds of negotiations, trade war
couldn't be ended. Subsequently, economic growth forecasts were revised downwards leading to
increasing risks of a global economic recession. However, 3QFY19 saw S&P 500 posting a double-digit
positive return as optimism on possible trade war resolution and pause in rate hikes by FED to support
economic growth.
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Japan's Nikkei Index was down 4.6% in FY19 to close at 21,276 points. Bank of Japan revised its
economic growth down midway through the year as global economic slowdown concerns gained
traction. Weak economic data from January to March 2019 prompted GDP forecast cuts for next year
to 0.5% growth. However, Japanese stocks continue to trade at cheaper valuations compared to global
peers. And despite a declining population, Japan's labor force is expanding driven by increasing female
participation, increasing retirement age and increasing hiring, including expats. The resilience of the
domestic economy has supported foreign investors increasing their buying in the stock market post
March.

UK remained under pressure during the year with its economy continuing to show signs of slowing
down and Brexit negotiations creating uncertainty. Confidence in the government to finalize Brexit
by March 2019 weakened through the year keeping the British pound volatile. The original deadline
was delayed from March 2019 to October 2019.Near the end of the year, Bristish PM Theresa May
resigned, unable to reach a deal. Boris Johnson was selected as the new PM in July and has been
tasked to reach a satisfactory Brexit conclusion within 100 days.

Spain's IBEX Index gave a negative return of 4.4% in FY19. Germany's stock index was flattish, closing
+0.8% while France was up +4.0% during FY19.

Fund Performance

Lakson Asset Allocation Developed Markets Fund generated an absolute return of 18.16% in the FY19
compared to the Benchmark return of 20.84%. The LAADMF has underperformed the benchmark by
2.68%. As of June 28, 2019, allocation in Developed Market Equities was 39% and remaining in cash
(60%).

Performance Table FY19 FY18 LAADMF vs. Benchmark

Net Assets - Beginning (PKR Mil.) 278 227 150

Net Assets - Ending (PKR Mil.) 562 278

Highest Offer Price (PKR) 161.3447 138.8550 140

Lowest Offer Price (PKR) 135.1807 121.8366

Highest Redemption Price (PKR) ~ 157.4094  135.4682 20

Lowest Redemption Price (PKR) 131.8836 118.8649

Beginning NAV - Ex-Div. (PKR) 1344997  118.9544 20

Interim Distributions (PKR) 5.2625 - 110

Final Distribution (PKR) - 2.3801

Ending NAV - Ex-Div. (PKR) 150.9151 132.1196 100

Return 18.18% 13.06%

Net Income / (Loss) (PKR Mil.) 38.00 32.00 90 - - - - - ™ )
Distributions FY19 FY18 L FH § H i 2 £
Interim Distribution 5.2625 - ek e

Final Distribution - 2.3801

NAV before Distribution 157.4094 134.4997

NAV after Distribution 152.1469 132.1196

Distribution Date 27-Jun-19 03-Jul-18

Future Outlook

Since the end of the fiscal year the central bank has increased the policy rate by a further 100bps,
where we do not expect further tightening given inflationary threats have been preemptively priced
in SBP has guided for CPI to remain within 10-12% range in the 2HCY19). Bulk of the exchange rate
correction has been achieved where real effective exchange rate (REER) stood at 102.6 (provisional)
for May'19 (as per SBP) and is likely to have dropped below 100 post 12% PKR devaluation in Jun'19.
We expect pace of devaluation to adopt a more modest pace of 5-6% p.a. hereon which should further
narrow inflationary pressures going forward.

Economic growth is expected to remain weak in FY20 given high levels of interest rates and inflation.
GDP growth rate is forecasted at 2.5% by the central bank.

Pakistan officially entered into the IMF program near the end of the fiscal year for Extended Fund
Facility of USD 6bn which will help unlock USD 38bn in external borrowing and grants over the next
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few years and help support the fiscal position. Fiscal position remains weak but is expected to improve
on the back of tax reforms aimed to increase tax revenue generation through a wider tax base. Exports
are likely to grow in FY20 on the back of a weaker currency compared to peers and measures to boost
exports. Import growth will be contained on the back of higher duties on luxury goods.

Inflation is expected to increase to low double digits, 11-13% for FY20 according to various sources,
before declining in FY21. Impact of rupee depreciation and pass on of the electricity and gas tariffs
are key reasons behind the increase. Interest rates are expected to stay elevated and peak within the
first half before declining in the second half of the fiscal year.

For FY19, the deficit is expected to cross 8%. This is expected to be curtailed next year with aggressive
tax collection targets.

Early into FY20, the market's sentiment still remains depressed. However, as clarity emerges in the
next few months on (i) interest rates, (ii) the FATF decision and (iii) relations with the US, it is possible
that the stock market takes a sustainable turn for the positive from 2QFY20 onwards.

Income Distribution

The Chief Executive Officer under the authority from Board of Directors of the Management Company
during the year declared the interim payout of PKR 5.2625 per unit (5.2625%) of face value of PKR
100/-) amounting to PKR 8.813 million distribution in cash for the year ended June 30, 2019.

Circumstances Materially Affecting Interests of Unit Holders

PACRA maintained the Asset manager Rating of Lakson Investments to 'AM2+' during FY19.

As of June 30, 2019 the LAADMF has maintained provisions against Sindh Workers' Welfare Fund's
liability to the tune of PKR 2.48mn. If the same were not made the NAV per unit of the LAADMF
would be higher by PKR 0.6814 and the return of the LAADMF for FY19 would be higher by 0.27%.

Other Disclosures

Lakson Investments Limited or any of its delegates did not receive any soft commission from its
broker(s) or dealer(s).

There was no unit split undertaken during the year.

As of June 30, 2019 the LAADMF does not employ any leverage.
Breakdown of Unit Holding by Size

Units Range No. of Clients Units Held
1-100 3 123
101 - 500 3 392
501 - 1,000 2 1,575
1,001 - 5,000 6 15,441
5,001 - 10,000 0 -
10,001 - 50,000 9 191,980
50,001 - 100,000 3 184,746
100,001 - 500,000 6 1,610,256
500,001 - 1,000,000 1 629,694
1,000,001 - 5,000,000 1 1,091,716
5,000,001 - above 0 -
34 3,725,923
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CENTRAL DEPOSITORY COMPANY
OF PAKISTAN LIMITED

Head Office

CDEC House, 99-B, Black '8

S HS. Main Shahira-e-Faisal

.
Tal: {92.21} 111-114-500
Fax: (92-21) 24226021 -22
WAL www,cidepakistan, com
Ernail info@cdepak com

TRUSTEE REPORT TO THE UNIT HOLDERS
LAKSON ASSET ALLOCATION DEVELOPED MARKETS FUND

Report of the Trustee pursuant to Regulation 41(h) and clause 9 of Schedule ¥V of
the Non-Banking Finance Companies and Notified Entities Regulations, 2008

We Central Depository Company of Pakistan Limited, being the Trustee of TLakson
Asset Allocation Developed Markets Fund (the Fund) arc of the opinion that Lakson
Investments Limited being the Managemenl Company of the Fund bas in all material
respects managad the Fund during the year ended June 30, 2019 in accordance with
the provisions of the following:

(i) Limitations imposed on the investment powers of the Management Company
under the constitutive documents of the Fund;

(ii) The pricing, issuance and redemption of units are carried out in accordanee
with the requirements of the constitutive documents of the Fund: and

(iii)  The Non-Banking Finance Companics (Establishment and Regulations) Rules,
2003, the Non-Barking Financs Companics and Notified Entities Regulations,
200% and the constitutive documents of the Fund.

s

Badiuddin Ak.be/

Chief Executive Officer
Central Depository Company of Pakistan Limited

Karachi: September 20, 2019
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INDEPENDENT AUDITORS' REPORT
To the Unit holders of Lakson Asset Allocation Developed Markets Fund

Report on the Audit of the Financial Statements
Opinion

We have audited the annexed financial statements of Lakson Asset Allocation Developed Markets
Fund ("the Fund"), which comprise the statement of assets and liabilities as at 30 June 2019, income
statement, statement of comprehensive income, statement of movement in unit holders' fund, cash
flow statement for the year then ended, and notes to the financial statements, including summary
of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position
of the Fund as at 30 June 2019, and of its financial performance and its cash flows for the year then
ended in accordance with the accounting and reporting standards as applicable in Pakistan.

Basis for Opinion

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

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements of the current year. These matters were addressed in the context
of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do

not provide a separate opinion on these matters.

Following is the Key audit matter:

S.# | Key audit matters How the matter was addressed in our audit

1 Valuation of Investments Our audit procedures to assess the valuation
of investments included the following:
Refer to note 7 to the financial statements for
the details of investments and the accounting | e obtained an understanding of and testing

policy in note 5.1 to the financial statements. the design and operating effectiveness of
the key controls for the valuation of
At 30 June 2019, the Fund had investments investments; and

in foreign equity of Rs. 224.526 million
classified as at "Fair value through profitor | o assessed on a sample basis whether the
loss". It represents 39.93% of net assets value investments were valued at fair value
of the Fund as of that date. based on the rates quoted at Bloomberg

as at 30 June 2019.
We identified the valuation of investments as

a key audit matter because of its significance
in relation to the net asset value of the Fund.
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Other Information

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

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

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

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting and reporting standards as applicable in Pakistan, and for such internal
control as Management determines is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

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

Those charged with governance are responsible for overseeing the Fund's financial reporting process.
Auditor's Responsibilities for the Audit of the Financial Statements

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

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

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

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

- Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by Management.
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Conclude on the appropriateness of management's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Fund's ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date
of our auditor's report. However, future events or conditions may cause the Fund to cease to
continue as a going concern.

Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

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

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the financial statements of the current year and are
therefore the key audit matters. We describe these matters in our auditor's report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances,
we determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits of
such communication.

Report on Other Legal and Regulatory Requirements
In our opinion, the financial statements have been prepared in accordance with the relevant provisions
of the Non-Banking Finance Companies (Establishment and Regulation Rules, 2003) and Non-Banking

Finance Companies and Notified Entities Regulations, 2008.

The engagement partner responsible for the audit resulting in this independent auditor's report is
Amyn Pirani.

Date: September 30, 2019 KPMG Taseer Hadi & Co.
Chartered Accountants
Karachi
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Statement of Assets and Liabilities
As at June 30, 2019

2019 2018
Note (Rupees)
Assets
Bank balances 6 345,797,093 184,316,259
Investments 7 224,526,020 100,190,600
Dividend receivable 631,812 271,511
Accrued mark-up and other receivable 8 495,291 340,041
Total assets 571,450,216 285,118,411
Liabilities
Payable to the Management Company 9 5,658,676 5,211,244
Remuneration payable to the Trustee 10 197,535 65,016
Annual fee payable to Securities and Exchange
Commission of Pakistan 11 320,403 242,137
Accrued expenses and other liabilities 12 2,975,288 1,585,504
Total liabilities 9,151,902 7,103,901
Contingencies and commitments 14
Net assets 562,298,314 278,014,510
Unit holders' fund (as per attached statement) 562,298,314 278,014,510
(Number)
Number of units in issue 15 3,725,923 2,067,026
(Rupees)
Net assets value per unit 150.9151 134.4997

The annexed notes from 1 to 22 form an integral part of these financial statements.

For Lakson Investments Limited
(Management Company)

Chief Executive Officer Chief Financial Officer Director
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LAKSON ASSET ALLOCATION
DEVELOPED MARKETS FUND

Income Statement
For the year ended June 30, 2019

Income

Capital (loss) / gain on sale of investments held
at fair value through profit or loss - net

Unrealized gain on revaluation of investments
at fair value through profit or loss - net

Dividend income on investments at fair value
through profit or loss

Markup on bank balances - at amortised cost

Markup on Government securities (at fair
value through profit or loss)

Exchange gain on foreign currency
deposits - at amortised cost

Expenses

Remuneration of the Management Company

Sindh Sales Tax on remuneration of the
Management Company

Remuneration of the Trustee

Annual fee to the Securities and Exchange
Commission of Pakistan (SECP)

Auditors' remuneration

Custody charges

Fees and subscription

Credit rating fee

Printing charges

Brokerage, settlement and bank charges

SECP supervisory fee

Total expenses

Net income from operating activities

Provision for Sindh workers' welfare fund (SWWF)
Net income for the year before taxation

Taxation

Net income for the year after taxation

Allocation of net income for the year
Net income for the year after taxation
Income already paid on units redeemed

Accounting income available for distribution
- Relating to capital gains - net
- Excluding capital gains

The annexed notes from 1 to 22 form an integral part of these financial statements.

For Lakson Investments Limited
(Management Company)

Chief Executive Officer

2019 2018
Note (Rupees)

(86,452) 387,304
49,323,080 26,385,787
49,236,628 26,773,091
1,609,226 944,537
7,928,087 2,962,949
12,158,645 7,684,046
5,696,700 627,755
76,629,286 38,992,378
9.1 5,217,485 3,924,644
9.2 678,273 510,204
10 860,277 791,002
11 320,404 242,138
16 289,101 289,101
263,723 173,958
1,038,700 158,500
210,663 170,000
16,235 97,954
325,442 128,289
2,500 2,500
9,222,803 6,488,290
67,406,483 32,504,088
12.1 (1,348,130) (650,082)
66,058,353 31,854,006

18 - -
66,058,353 31,854,006
66,058,353 31,854,006
(28,294,486) (19,107,852)
37,763,867 12,746,154
28,668,381 10,687,500
9,095,486 2,058,654
37,763,867 12,746,154

Director

Chief Financial Officer
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Statement of Comprehensive Income
For the year ended June 30, 2019

2019 2018
(Rupees)
Net income for the year after taxation 66,058,353 31,854,006
Other comprehensive income for the year - -
Total comprehensive income for the year 66,058,353 31,854,006

The annexed notes from 1 to 22 form an integral part of these financial statements.

For Lakson Investments Limited
(Management Company)

Chief Executive Officer Chief Financial Officer Director
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For Lakson Investments Limited

(Management Company)

Chief Financial Officer Director

Chief Executive Officer
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Statement of Cash Flow
For the year ended June 30, 2019

2019 2018
(Rupees)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the year 66,058,353 31,854,006
Adjustments for:
Unrealized gain on revaluation of investments at

fair value through profit or loss - net (49,323,080) (26,385,787)
Dividend income on investments at fair value

through profit or loss (1,609,226) (944,537)
Markup on bank balances and Government

securities - at amortized cost (20,086,732) (10,646,995)

(4,960,684) (6,123,313)

(Increase) / decrease in assets
Investments (75,012,340) 121,667,104
Prepayment (167,587) 43,910

(75,179,927) 121,711,014
Increase / (decrease) in liabilities

Payable to the Management Company 447,432 68,557
Remuneration payable to the Trustee 132,519 (67,179)
Annual fee payable to Securities and Exchange

Commission of Pakistan 78,266 (27,160)
Accrued expenses and other liabilities 1,389,784 405,734

2,048,001 379,952

Dividend income received on investment at fair

value through profit or loss 1,248,925 890,490
Markup received on bank balances and Government

securities - at amortized cost 20,099,069 12,356,347
Net cash flows from operating activities (56,744,617) 129,214,490

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issuance of units (net of re-investment) 528,741,152 240,553,087
Payments on redemption of units (299,740,522) (221,728,373)
Distribution to unit holders' in cash (10,775,179) -

Net cash flows from financing activities 218,225,452 18,824,713
Net increase in cash and cash equivalents 161,480,834 148,039,203
Cash and cash equivalents at beginning of the year 184,316,259 36,277,056
Cash and cash equivalents at end of the year 345,797,093 184,316,259

The annexed notes from 1 to 22 form an integral part of these financial statements.

For Lakson Investments Limited
(Management Company)

Chief Executive Officer Chief Financial Officer Director
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Notes to the Financial Statements
For the year ended June 30, 2019

LEGAL STATUS AND NATURE OF BUSINESS

The Lakson Asset Allocation Developed Markets Fund) (the "Fund") was established under
the Trust Deed executed on 30 May 2011 between the Lakson Investments Limited as its
Management Company and the Central Depository Company of Pakistan Limited (CDC) as
its Trustee. The Fund has been registered as a Notified Entity on 7 July 2011 by the Securities
and Exchange Commission of Pakistan (SECP) in accordance with the Non-Banking Finance
Companies and Notified Entities Regulations, 2008 (NBFC Regulations).

The Management Company of the Fund has been licensed by SECP to undertake Asset
Management and Investment Advisory Services as a Non-Banking Finance Company under
the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (NBFC
Rules). The registered office of the Management Company is located at 14 - Ali Block, New
Garden Town, Lahore, while the head office is in the Lakson Square Building No. 2, Karachi.

The Fund is an open end mutual fund and is listed on the Pakistan Stock Exchange Limited.
Units are offered for public subscription on a continuous basis. The units are transferable
and can be redeemed by surrendering them to the Fund.

The Fund is categorised as "Asset Allocation Scheme" as per the Circular 07 of 2009 issued
by Securities and Exchange Commission of Pakistan (SECP) and is authorised to invest within
the prescribed limit mentioned in the offering document of the fund in Government
securities, deposits and foreign currency deposits with local or foreign banks etc. in Pakistan.
Further, as allowed by SECP and State Bank of Pakistan, the Fund can invest abroad up to
30% of the aggregated funds mobilized (including foreign currency funds) subject to a
maximum limit of USD 15 million. The investments authorized outside Pakistan include
exchange traded funds based on equities / debt with exposure in the commodities, index
tracker funds tracking different commodities indices, actively managed commodities based
funds, equities and debt securities of companies with exposure in commodities, future
contracts of different commodities and foreign currency deposits etc.

Title to the assets of the Fund is held in the name of Central Depository Company of Pakistan
Limited as Trustee of the Fund.

The Pakistan Credit Rating Company Limited (PACRA) has maintained asset manager rating
of the Management Company of the Fund to the scale 'AM2+' (stable outlook) dated 27
February 2019 (AM2+ as on 28 August 2018).

On 16 April 2019, VIS Credit Rating Company Limited (JCR-VIS) has assessed the fund
performance rankings for the one, three and five year periods ended 31 December 2018.
Following are the star rankings for period end 31 December 2018:

1-year ranking: MFR 5-Star

3-year ranking: MFR 5-Star

5-year ranking: MFR 5-Star

BASIS OF PREPARATION

Statement of compliance

These financial statements have been prepared in accordance with the accounting and

reporting standards as applicable in Pakistan. The accounting and reporting standards
applicable in Pakistan comprise of:
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- International Financial Reporting Standards (IFRS Standards) issued by the International
Accounting Standards Board (IASB) as notified under the Companies Act, 2017;

Provisions of and directives issued under the Companies Act, 2017 along with part VIIIA
of the repealed Companies Ordinance, 1984; and

Non-Banking Finance Companies (Establishment and Regulations) Rules, 2003 (the NBFC
Rules), Non-Banking Finance Companies and Notified Entities Regulations, 2008 (the
NBFC Regulations).

Where provisions of and directives issued under the Companies Act, 2017, part VIIIA of the
repealed Companies Ordinance, 1984, the NBFC Rules, the NBFC Regulations differ from
the IFRS Standards, the provisions of and directives issued under the Companies Act, 2017,
part VIIIA of the repealed Companies Ordinance, 1984, the NBFC Rules and the NBFC
Regulations have been followed.

Basis of measurement

These financial statements have been prepared under the historical cost convention, except
for investments which are measured at fair values.

Functional and presentation currency

These financial statements are presented in Pak Rupees, which is the fund's functional and
presentation currency. All amount have been rounded off to the nearest of rupees, unless
otherwise indicated.

Critical accounting estimates and judgments

In preparing these financial statements, management has made judgement, estimates and
assumptions that affect the application of the Fund's accounting policies and the reported
amounts of assets, liabilities, income and expenses. Actual results may differ from these
estimates. Estimates and underlying assumptions are reviewed on an ongoing basis. Revision
to estimates are recognized prospectively. Information about judgements made in applying
accounting policies that have the most significant effects on the amount recognized in the
financial statements to the carrying amount of the assets and liabilities and assumptions
and estimation uncertainties that have a significant risk resulting in a material adjustment
in the subsequent year relates to;

(a) classification of financial assets (Note 5.1.1 /5.1.2)
(b) impairment of financial assets (Note 5.1.7 / 5.1.8)
(c) provisions (Note 5.8)

(d) element of income (Note 5.6)

STANDARDS, INTERPRETATIONS AND AMENDMENTS TO PUBLISHED APPROVED
ACCOUNTING STANDARDS THAT ARE NOT YET EFFECTIVE

The following International Financial Reporting Standards (IFRS Standards) as notified under
the Companies Act, 2017 and the amendments and interpretations thereto will be effective
for accounting periods beginning on or after 01 July 2019:

- IFRIC 23 'Uncertainty over Income Tax Treatments' (effective for annual periods beginning
on or after 1 January 2019) clarifies the accounting for income tax when there is
uncertainty over income tax treatments under IAS 12. The interpretation requires the
uncertainty over tax treatment be reflected in the measurement of current and deferred
tax. The application of interpretation is not likely to have an impact on Funds’s financial
statements.
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IFRS 16 'Leases' (effective for annual period beginning on or after 1 January 2019). IFRS
16 replaces existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining
whether an Arrangement contains a Lease', SIC-15 'Operating Leases- Incentives’ and
SIC-27 ‘Evaluating the Substance of Transactions Involving the Legal Form of a Lease’.
IFRS 16 introduces a single, on-balance sheet lease accounting model for lessees. A lessee
recognizes a right-of-use asset representing its right to use the underlying asset and a
lease liability representing its obligation to make lease payments. There are recognition
exemptions for short-term leases and leases of low-value items. Lessor accounting
remains similar to the current standard i.e. lessors continue to classify leases as finance
or operating leases. The application of the standard is not likely to have any impact on
Fund's financial statements.

Amendment to IFRS 9 'Financial Instruments' - Prepayment Features with Negative
Compensation (effective for annual periods beginning on or after 1 January 2019). For
a debt instrument to be eligible for measurement at amortised cost or FVOCI, IFRS 9
requires its contractual cash flows to meet the SPPI criterion —i.e. the cash flows are
‘solely payments of principal and interest’. Some prepayment options could result in the
party that triggers the early termination receiving compensation from the other party
(negative compensation). The amendment allows that financial assets containing
prepayment features with negative compensation can be measured at amortised cost
or at fair value through other comprehensive income (FVOCI) if they meet the other
relevant requirements of IFRS 9. The application of amendment is not likely to have an
impact on Fund'’s financial statements.

Amendment to IAS 28 'Investments in Associates and Joint Ventures' - Long Term Interests
in Associates and Joint Ventures (effective for annual period beginning on or after 1
January 2019). The amendment will affect companies that finance such entities with
preference shares or with loans for which repayment is not expected in the foreseeable
future (referred to as long-term interests or ‘LTI’). The amendment and accompanying
example state that LTI are in the scope of both IFRS 9 and IAS 28 and explain the annual
sequence in which both standards are to be applied. The amendments are not likely to
have an impact on Fund’s financial statements.

Amendments to IAS 19 ‘Employee Benefits’- Plan Amendment, Curtailment or Settlement
(effective for annual periods beginning on or after 1 January 2019). The amendments
clarify that on amendment, curtailment or settlement of a defined benefit plan, a
company now uses updated actuarial assumptions to determine its current service cost
and net interest for the period; and the effect of the asset ceiling is disregarded when
calculating the gain or loss on any settlement of the plan and is dealt with separately
in other comprehensive income. The application of amendments is not likely to have an
impact on Fund’s financial statements.

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

Amendments to IAS 1 Presentation of Financial Statements and IAS 8 Accounting Policies,
Changes in Accounting Estimates and Errors (effective for annual periods beginning on
or after 1 January 2020). The amendments are intended to make the definition of material
in IAS 1 easier to understand and are not intended to alter the underlying concept of
materiality in IFRS Standards. In addition, the IASB has also issued guidance on how to
make materiality judgments when preparing their general purpose financial statements
in accordance with IFRS Standards.
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- 0On 29 March 2018, the International Accounting Standards Board (the IASB) has issued
a revised Conceptual Framework for Financial Reporting which is applicable immediately
contains changes that will set a new direction for IFRS in the future. The Conceptual
Framework primarily serves as a tool for the IASB to develop standards and to assist the
IFRS Interpretations Committee in interpreting them. It does not override the requirements
of individual IFRSs and any inconsistencies with the revised Framework will be subject
to the usual due process — this means that the overall impact on standard setting may
take some time to crystallise. The companies may use the Framework as a reference for
selecting their accounting policies in the absence of specific IFRS requirements. In these
cases, companies should review those policies and apply the new guidance retrospectively
as of 1 January 2020, unless the new guidance contains specific scope outs.

Annual Improvements to IFRS Standards 2015-2017 Cycle - the improvements address
amendments to following approved accounting standards:

IFRS 3 Business Combinations and IFRS 11 Joint Arrangement - the amendment aims
to clarify the accounting treatment when a company increases its interest in a joint
operation that meets the definition of a business. A company remeasures its previously
held interest in a joint operation when it obtains control of the business. A company
does not remeasure its previously held interest in a joint operation when it obtains
joint control of the business.

IAS 12 Income Taxes - the amendment clarifies that all income tax consequences of
dividends (including payments on financial instruments classified as equity) are
recognized consistently with the transaction that generates the distributable profits.

IAS 23 Borrowing Costs - the amendment clarifies that a company treats as part of
general borrowings any borrowing originally made to develop an asset when the asset
is ready for its intended use or sale.

The above amendments are effective from annual period beginning on or after 1 January
2019 and are not likely to have an impact on Fund's financial statements.

CHANGES IN ACCOUNTING POLICIES
The principal accounting policies applied in the preparation of these financial statements

have been consistently applied to periods presented except for the change in accounting
policy as described below.

SECP vide SRO 229(1)/2019 has deferred the applicability of IFRS 9 for reporting period /
year ending on or after 30 June 2019. However, the said SRO has also allowed early adoption
of IFRS 9 for companies that wish to do so. Thus as allowed under the above mentioned
SRO, the Fund has early adopted IFRS 9 'Financial instruments' from 01 July 2018. The Fund
also adopted IFRS 15 Revenue from contracts with customers’ from 01 July 2018. A number
of other new standards are effective from 01 July 2018 but they do not have a material
effect on the Fund's Financial statements.

IFRS 9 sets out requirements for recognising and measuring financial assets, financial
liabilities and some contracts to buy or sell non-financial items. This standard replaces IAS
39 Financial Instruments: Recognition and Measurement. The new standard brings
fundamental changes to the accounting for financial assets and to certain aspects of the
accounting for financial liabilities. As a result of adoption of IFRS 9, the Fund has adopted
consequential amendments to IAS 1 Presentation of Financial statements', which requires
separate presentation in the income statement and statement of comprehensive income,
profit / markup calculated using the effective interest method.

Additionally, the Fund has adopted consequential amendments to IFRS 7 Financial
Instruments: Disclosures that are applied to disclosures about 2019, but have not been
applied to the comparative information.
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The adoption of IFRS 15 did not impact the timing or amount of dividend, profit, markup
and other investment income and related assets and liabilities recognised by the fund.
Accordingly, there is no impact on comparative information either.

The key changes to the Fund's accounting policies resulting from its adoption of IFRS 9 are
summarised below. The impact of adopting the standard is set out in note 5.12.

i) Classification and measurement of financial assets and financial liabilities

IFRS 9 contains three principal classification categories for financial assets: measured at
amortised cost, fair value through other comprehensive income (FVOCI) and fair value
through profit or loss (FVTPL).

IFRS 9 classification is generally based on the business model in which a financial asset
is managed and its contractual cash flows. The standard eliminates the previous IAS 39
categories of held to maturity, loans and receivables and available for sale.

IFRS 9 largely retains the existing requirements in IAS 39 for the classification and
measurement of financial liabilities. Therefore its adoption did not have a significant
effect on the Fund's accounting policies relating to the liabilities.

i) Impairment of financial assets

In relation to the impairment of financial assets, IFRS 9 requires an expected credit loss
model, as opposed to an incurred credit loss model under IAS 39. The expected credit
loss model requires an entity to account for expected credit losses and changes in those
expected credit losses at each reporting date to reflect changes in credit risk since initial
recognition. In other words, it is no longer necessary for a credit event to have occurred
before credit losses are recognized.

The Fund has classified its financial assets as measured at: FVTPL or amortised cost. IFRS
9 has scoped out impairment for financial assets measured at 'fair value through profit
or loss' where as for debt securities measured at amoritised cost there are impairment
requirements. However, SECP through its SCD/AMCW/RS/MUFAP/2017-148 dated
November 21, 2017 have deferred the applicability of impairment requirements of IFRS
9 in relation to debt securities for mutual funds and have instructed to continue to follow
the requirements of Circular No. 33 of 2012 dated 24 October 2012.

iii) Transition

The change in accounting policy resulting from the adoption of IFRS 9 have been applied
retrospectively except that comparative periods have not generally been restated.
However, there is no impact of the changes in accounting policies on the Fund's financial
position except for the classification of assets and liabilities of the comparative period.

As the Fund presents the movement in Unitholders Fund on net assets basis, there is no
impact of the changes on net assets of the Funds. Accordingly, the information presented
for 2018 does not reflect the requirements of IFRS 9 and therefore is not compareable
to information presented for 2019 under IFRS 9.

For more information and details on the changes and implications resulting from the
adoption of IFRS 9, see Note 5.12.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Financial assets
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5.1.1

Classification (Policies applicable before 1 July 2018)

The Fund classifies its financial assets in the following categories: loans and receivables and
at fair value through profit or loss. The classification depends on the purpose for which the
financial assets were acquired. The Management Company determines the appropriate
classification of its financial assets at the time of initial recognition and re-evaluates their
classification on a regular basis.

a) Loans and receivables

These are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market.

b) Financial assets at fair value through profit or loss

Financial assets that are acquired principally for the purpose of generating profit from
short-term fluctuations in prices are classified as held for trading in the financial assets
'at fair value through profit or loss' category.

Classification (Policies applicable after 1 July 2018)
On initial recognition, a financial asset is classified as measured at: amortised cost or FVTPL.

A financial asset is measured at amortised cost if it meets both of the following conditions
and is not designated as at FVTPL:

it is held within a business model whose objective is to hold assets to collect contractual
cash flows; and

its contractual terms give rise on specified dates to cash flows that are solely payments
of principal and interest (SPPI) on the principal amount outstanding.

All financial assets not classified as measured at amortised cost as described above are
measured at FVTPL. On initial recognition, the Fund may irrevocably designate a financial
asset that otherwise meets the requirements to be measured at amortised cost as at FVTPL
if doing so eliminates or significantly reduces an accounting mismatch that would otherwise
arise.

Business model assessment

The Fund makes an assessment of the objective of a business model in which an asset is
held at a portfolio level because this best reflects the way the business is managed and
information is provided to management. The information considered includes:

the stated policies and objectives for the portfolio and the operation of those policies
in practice. In particular, whether management’s strategy focuses on earning contractual
interest revenue, maintaining a particular interest rate profile or realising cash flows
through the sale of the assets;

how the performance of the portfolio is evaluated and reported to the Fund’s management;

the risks that affect the performance of the business model (and the financial assets
held within that business model) and its strategy for how those risks are managed;

how managers of the business are compensated (e.g. whether compensation is based
on the fair value of the assets managed or the contractual cash flows collected); and
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- the frequency, volume and timing of sales in prior periods, the reasons for such sales
and its expectations about future sales activity. However, information about sales activity
is not considered in isolation, but as part of an overall assessment of how the Fund’s
stated objective for managing the financial assets is achieved and how cash flows are
realised.

Financial assets that are held for trading or managed and whose performance is evaluated
on a fair value basis are measured at FVTPL because they are neither held to collect
contractual cash flows nor held both to collect contractual cash flows and to sell financial
assets.

Assessment of whether contractual cash flows are solely payments of principal and
interest

For the purposes of this assessment on debt securities, ‘principal’ is defined as the fair
value of the financial asset on initial recognition. ‘Interest’ is defined as consideration for
the time value of money and for the credit risk associated with the principal amount
outstanding during a particular period of time and for other basic lending risks and costs
(e.g. liquidity risk and administrative costs), as well as profit "margin.

In assessing whether the contractual cash flows are SPPI, the Fund considers the contractual
terms of he instrument. This includes assessing whether the financial asset contains a
contractual term that could change the timing or amount of contractual cash flows such
that it would not meet this condition. In making the assessment, the Fund considers:

contingent events that would change the amount and timing of cash flows;

leverage features;

prepayment and extension terms;

terms that limit the Fund’s claim to cash flows from specified assets (e.g. non-recourse
loans); and

features that modify consideration of the time value of money (e.g. periodical reset of
interest rates).

The Fund has determined that it has two business models.

Held-to-collect business model: this includes cash and cash equivalents and debt securities.
These financial assets are held to collect contractual cash flow.

Other business model: this includes debt securities. These financial assets are managed
and their performances is evaluated, on a fair value basis, with frequent sales taking
place.

Reclassifications

Financial assets are not reclassified subsequent to their initial recognition, except in the
period after the Fund changes its business model for managing financial assets.

Regular way contracts

Regular purchases and sales of financial assets are recognised on the trade date - the date
on which the Fund commits to purchase or sell the asset.

Initial recognition and measurement

Financial assets are initially recognised at fair value plus transaction costs except for financial
assets carried at fair value through profit or loss. Financial assets carried at fair value through
profit or loss are initially recognised at fair value and transaction costs are expensed in the
income statement.
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5.1.5

Subsequent measurement (Policies applicable before 1 July 2018)

Subsequent to initial recognition, financial assets designated by the management as at fair
value through profit or loss and available for sale are valued as follows:

a) Basis of valuation of Debt Securities (other than government securities)

The debt securities are valued on the basis of rates determined by the Mutual Funds
Association of Pakistan (MUFAP) in accordance with the methodology prescribed by
SECP for valuation of debt securities vide its Circular No. 33 of 2012 dated 24 October
2012. In the determination of the rates, MUFAP takes into account the holding pattern
of these securities and categorises them as traded, thinly traded and non-traded securities.
The circular also specifies the valuation process to be followed for each category as well
as the criteria for the provisioning of non-performing debt securities.

b) Basis of valuation of Government Securities

The government securities are valued on the basis of rates announced by the Financial
Markets Association of Pakistan.

Net gains and losses arising from changes in the fair value of financial assets carried at fair
value through profit or loss are taken to the 'income statement'.

c) Loans and receivables

Subsequent to initial recognition, financial assets classified as 'loans and receivables' are
carried at amortised cost using the effective interest rate method.

Subsequent measurement (Policies applicable after 1 July 2018)
The following accounting policies apply to the subsequent measurement of financial assets:

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

Financial assets at These assets are subsequently measured at amortised cost
amortised cost using the effective interest method. The amortised cost is
reduced by impairment losses. Profit / markup income, foreign
exchange gains and losses and impairment are recognised in

income statement.

The fair value of financial assets are determined as follows:

a) Debt securities (other than Government securities)

The debt securities are valued on the basis of rates determined by the Mutual Funds
Association of Pakistan (MUFAP) in accordance with the methodology prescribed by
SECP for valuation of debt securities vide its Circular No. 33 of 2012 dated October 24,
2012. In the determination of the rates, MUFAP takes into account the holding pattern
of these securities and categorises them as traded, thinly traded and non-traded securities.
The circular also specifies the valuation process to be followed for each category as well
as the criteria for the provisioning of non-performing debt securities.

b) Government securities

The government securities are valued on the basis of rates announced by the Financial
Markets Association of Pakistan.
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5.1.7

Impairment of financial assets (Policies applicable before 1 July 2018)

The carrying value of the Fund's assets are reviewed at each reporting date to determine
whether there is any indication of impairment. If such an indication exists, the recoverable
amount of such asset is estimated. An impairment loss is recognised whenever the carrying
amount of an asset exceeds its recoverable amount. Impairment losses are recognised in
the income statement.

a) Debt securities

Provision for non-performing debt securities is made on the basis of time based criteria
as prescribed under circular 33 of 2012 dated 24 October 2012 issued by SECP.

As allowed under circular no. 13 of 2009 dated 4 May 2009 and circular 33 of 2012 dated
24 October 2012 issued by SECP the management may also make provision against debt
securities over and above the minimum provision requirement prescribed in the aforesaid
circular, in accordance with a provisioning policy approved by the Board of Directors and
disseminated by the Management Company on its website.

b) Loans and receivables

For financial assets classified as 'loans and receivables', a provision for impairment is
established when there is objective evidence that the Fund will not be able to collect
all amounts due according to the original terms. The amount of the provision is determined
based on the provisioning criteria specified by SECP.

Impairment of financial assets (Policies applicable after 1 July 2018)
Financial assets at amortised cost

The Fund applies simplified approach to measuring expected credit losses which uses a
lifetime expected loss allowance for all financial assets at amortized costs other than debts
securities. When determining whether the credit risk of a financial asset has increased
significantly since initial recognition and when estimating ECLs, the Company considers
reasonable and supportable information that is relevant and available without undue cost
or effort. This includes both quantitative and quanlitative information and analysis, based
on the Company's historical experience and informed credit assessment and including
forward-looking information.

Provision for non performing debt securities and other exposure is made in accordance
with the criteria specified in Circular No. 33 of 2012 dated October 24, 2012 issued by SECP.
The provisioning policy has been duly formulated and approved by the Board of Directors
of the Fund Manager.

Loss allowances for financial assets measured at amortised cost are deducted from the
gross carrying amount of the assets and are present separately in the income statement.
The gross carrying amount of a financial asset is written off when the Fund has no reasonable
expectations of recovering of a financial asset in its entirety or a portion thereof.

Derecognition
Financial assets are derecognised when the rights to receive cash flows from the financial

assets have expired or have been transferred and the Fund has transferred substantially
all risks and rewards of ownership.




LAKSON ASSET ALLOCATION

LAKSONINYESTMENTS DEVELOPED MARKETS FUND

WE MANAGE YOLR MONEY, AS WE VANAGE (UR OWN

5.1.10

Offsetting of financial assets and financial liabilities

Financial assets and financial liabilities are offset and the net amount is reported in the
Statement of Assets and Liabilities when there is a legally enforceable right to set off the
recognised amounts and there is an intention to settle on a net basis, or to realise the
assets and settle the liabilities simultaneously.

Cash and cash equivalents

Cash and cash equivalents comprise of deposits and current accounts maintained with
banks. Cash equivalents are short term highly liquid investments that are readily convertible
to known amounts of cash, are subject to an insignificant risk of changes in value, and are
held for the purpose of meeting short term cash commitments rather than for investments
and other purposes.

Trade date accounting

All regular way purchases and sales of investments are recognised on the trade date, i.e.
the date on which commitment to purchase / sale is made by the Fund. Regular way
purchases or sales of investment require delivery of securities within two days after
transaction date as required by stock exchange regulations.

Financial liabilities

All financial liabilities are recognised at the time when the Fund becomes a party to the
contractual provisions of the instrument. They are initially recognized at fair value and
subsequently stated at amortised cost. A financial liability is derecognised when the
obligation under the liability is discharged or cancelled or expired.

Issue and redemption of units

Units issued are recorded at the offer price, determined by the Management Company for
the applications received by the distributors / Management Company during business hours
on that day. The offer price represents the net assets value per unit as of the close of the
business day plus the allowable sales load, provision for transaction costs and any provision
for duties and charges, if applicable. The sales load is payable to the investment facilitators,
distributors and the Management Company.

Units redeemed are recorded at the redemption price, applicable to units for which the
distributors receive redemption applications during business hours of that day. The
redemption price represents the net assets value per unit as of the close of the business
day less any back-end load, any duties, taxes, charges on redemption and any provision for
transaction costs, if applicable.

Net assets value per unit

The net assets value per unit disclosed in the statement of assets and liabilities is calculated
by dividing the net assets of the Fund by the number of units in issue at the year end.

Revenue recognition

- Realised gains / (losses) arising on sale of investments are included in the Income
Statement on the date at which transactions take place.

- Unrealised appreciation / (diminution) arising on re-measurement of investments classified
as financial assets 'at fair value through profit or loss ' are included in the income
statement in the period in which they arise.
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- Profit on bank deposits, term deposit receipts, mark-up / return on investments in debt
securities and income from government securities is recognised using the effective yield
method.

Element of income / loss and capital gains / losses in prices of units sold less those in
units redeemed

Element of Income represents the difference between net assets value on the issuance or
redemption date, as the case may be, of units and the Net asset Value (NAV) at the beginning
of the relevant accounting period.

Element of Income is a transaction of capital nature and the receipt and payment of element
of income is taken to unit holders' fund; however, to maintain same ex-dividend net asset
value of all units outstanding on accounting date, net element of income contributed on
the issue of units lying in unit holders fund is refunded on units (refund of capital) in the
same proportion as dividend bears to accounting income available for distribution. As per
the guidelines provided by MUFAP (MUFAP Guidelines consented upon by SECP) the refund
of capital is made in the form of additional units at zero price. Income already paid on
redemption of units during the year are taken separately in the statement of movement
in unitholders' fund.

MUFAP, in consultation with the SECP, has specified methodology for determination of
income paid on units redeemed (income already paid) during the year under which such
income is paid on gross element received and is calculated from the latest date at which
the Fund achieved net profitability during the year. The income already paid (Element of
Income) on redemption of units during the year are taken separately in statement of
movement in unitholders' fund.

Taxation

The income of the Fund is exempt from income tax under clause 99 of Part | of the Second
Schedule to the Income Tax Ordinance, 2001 subject to the condition that not less than
ninety percent of its accounting income for the year, as reduced by capital gains, whether
realised or unrealised, is distributed among the unit holders, provided that for the purpose
of determining distribution of not less than 90% of its accounting income for the year, the
income distributed through bonus units shall not be taken into account.

The Fund is also exempt from the provisions of section 113 (minimum tax) under clause
11A of Part IV of the Second Schedule to the Income Tax Ordinance, 2001.

The Fund provides for deferred taxation using the balance sheet liability method on all
major temporary differences between the amounts used for financial reporting purposes
and amounts used for taxation purposes. In addition, the Fund also records deferred tax
asset on unutilised tax losses to the extent that it is no longer probable that the related tax
benefit will be realised. However, the Fund has not recognised any amount in respect of
taxation in these financial statements as the Fund distributes more than ninety percent of
its accounting income for the current year and intends to continue availing the tax exemption
in future years by distributing at least ninety percent of its accounting income for the year
as reduced by capital gains, whether realised or unrealised, to its unit holders every year.

Provisions

Provisions are recognised when the Fund has a legal or constructive obligation as a result
of past events, it is probable that an outflow of resources will be required to settle the
obligation and reliable estimate of the amount can be made. Provision are reviewed at
each balance sheet date and are adjusted to reflect the current best estimate.
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5.9 Dividend distribution

Distributions declared subsequent to the year end reporting date are considered as non-
adjusting events and are recognised in the financial statements of the period in which such
distributions are declared. Based on MUFAP's guidelines (duly consented upon by SECP)
distributions for the year is deemed to comprise of the portion of amount of income already
paid on units redeemed and the amount of cash distribution for the year.

The distribution per unit is announced based on units that were held for the entire period.
The rate of distribution is adjusted for the effect of refund of capital if any based on the
period of investment made during the year. Resultantly, the rate of distribution per unit
may vary depending on the period of investment.

Other assets

Other assets are stated at cost less impairment losses, if any.

Foreign currency transactions

Foreign currency transactions are translated into the functional currency using the exchange
rates prevailing at the date of the transactions. Foreign exchange gains and losses resulting
from the conversion of such transactions and from the translation of monetary assets and
liabilities denominated in foreign currencies at the period end exchange rates are recognised
in the income statement.

Earnings per unit (EPU)

Earnings Per Unit (EPU) has not been disclosed as in the opinion of the management,
determination of weighted average units for calculating EPU is not practicable.

Formation cost

This represents expenses incurred on the formation of the Fund. As permitted in the Non-
Banking Finance Companies and Notified Entities Regulations, 2008, these expenses are
being amortised to the income statement over a period of not less than five years i.e.
effective from 11 October 2011.

Financial assets and financial liabilities

Classification of financial assets and financial liabilities on the date of initial application of
IFRS 9

The following table and the accompanying notes below explain the original measurement
categories under IAS 39 and the new measurement categories under IFRS 9 for the Fund’s
financial assets as at 1 July 2018.

Original classification New classification Original carrying New carrying
under IAS 39 under IFRS 9 amount under amount under

. . Note I1AS 39 IFRS 9
Financial assets

Bank balances * Loans and receivables  Amortised cost 184,316,259 184,316,259
Accrued mark-up on
bank balances* Loans and receivables  Amortised cost 340,041 340,041
Dividend receivables * Loans and receivables  Amortised cost 271,511 271,511
Investments ** Held for trading Fair value through
profit and loss 100,190,600 100,190,600
285,118,411 285,118,411
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*These financial assets classified as 'loans and receivables' have been classified as amortised
cost.

**These financial assets classified as 'Held for trading' have been classified as Fair vlaue
through profit and loss.

2019 2018
BANK BALANCES (Rupees)

Local currency
Current accounts 7,874 7,874
Profit and loss sharing accounts 6.1 344,816,406 178,749,002

Foreign currency
In current account 6.2 972,814 5,559,383
345,797,093 184,316,259

These carry mark-up rates ranging from 9.25% to 13.20% (30 June 2018: from 4.00% to
7.30%) per annum.

This represents USD denominated current account maintained in a foreign country amounting
to USD 6,078 (2018: USD 45,757).

INVESTMENTS

At fair value through profit or loss

Government Securities

- Market Treasury Bills 7.1

Exchange Traded Funds (foreign investments) 7.2 224,526,020 100,190,600
224,526,020 100,190,600

Government securities - Market Treasury Bills - at fair value through profit or loss

- —Number certificates-—-——— Balance as at June 30, 2019

isposed Carrying value| Market value Market value | Market value
Date of Holding as at| Purchases D’::l“:’ed/ Holding as | as of the year | as of the year | Unrealised | as % of total | as % of net
Name of Investee Company Maturity 01July 2018 | during the during the at30June |ended 30 June|ended 30 June| gain investments | assets (based
8 2019 2019 before | 2019 (After (basedon | onmarket
period revaluation | revaluation) marketvalue)|  value)

period

—-————(Number of Certificates) (Rupees)

3 month Treasury Bills 11-0ct18 - 1,760 1,760
3 month Treasury Bills 2-Aug18 - 1,750 1,750
3 month Treasury Bills 34an-19 - 1,760 1,760
3 month Treasury Bills 9-May-19 - 2,320 2,320
3 month Treasury Bills 28-May-19 - 1,820 1,820
3 month Treasury Bills 15-Aug19 - 2,700 2,700
Total as at 30 June 2019

Cost as at 30 June 2019

Total as at 30 June 2018

Cost as at 30 June 2018
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7.2

Exchange Traded Funds (foreign investment) - at fair value through profit or loss

Particulars Holding as at

Number of units Balance as at June 30,2019

Carrying value |Market value as
Disposal i as of the year | of the year oy | Marketvalueas
Durchases during | HOI9INg35 3¢ | onded 30 June | ended 30June | UnTealsed | T Marlet valueas
01July 2018 e theyear | 30June 2019 | 3919 pefore | 2019 (After gain - ne % of net assets
¥ revaluation | revaluation)
——————— Rupees

investments

Powershares QQQ Trust Series 1(7.2.1) 2,420 - 87,570,956 112,977,128  25406,172
Vanguard Funds Pl Vanguard S&P 700 UCITS
of Exchange Trade Funds USD shares (7.2.2) 7,870 - 87,631,983 111548892 23,916,909
Total as at 30 June 2019 175202,939 224526020 49,323,080 100.00% ____ 39.93%

Cost as at 30 June 2019 136,537,868

Total as at 30 June 2018 73,804,813 100,190,600 26,385,787

Cost as at 30 June 2018 61,525,529

7.2.1

Powershares QQQ Trust Series 1 is an Exchange Traded Fund incorporated in the USA. It
tracks the performance of the Nasdaqg 100 Index and holds large cap U.S. stocks. Its
investments exclude the financial sector and therefore, tend to be focused on the technology
and consumer sector. These are valued at the rate quoted on a daily basis by NASDAQ 100
Index. Total value of the units at USD 186.74 per unit as at the year-end amounted to USD
705,877 (2018: USD 415,393).

Vanguard S&P 500 is also an Exchange Traded Fund, incorporated in Ireland. The Fund seeks
to track the performance of the S&P 500 Index, comprising of the stocks of large U.S.
companies. These are valued at the rates quoted on a daily basis by the London Stock
Exchange. Total value of the units at USD 55.65 per unit as at the year-end amounted to
USD 696,954 (2018: USD 409,240).

Above units are held by Habib Bank AG Zurich as a custodian.
2019 2018

Note (Rupees)

ACCRUED MARK-UP AND OTHER RECEIVABLE

Markup Receivable on:

- Profit and loss sharing bank balances 327,704 340,041

Witholding tax recoverable 167,587 -
495,291 340,041

PAYABLE TO THE MANAGEMENT COMPANY

Remuneration payable to the Management

Company 9.1 736,652 340,695
Sales tax payable on remuneration to the

Management Company 9.2 734,655 683,180
Federal excise duty payable on remuneration

to the Management Company 9.3 4,184,410 4,184,410
Sales load payable to the Management Company 2,959 2,959

5,658,676 5,211,244

The Management Company is entitled to remuneration for services rendered to the Fund
under the provisions of the Non-Banking Finance Companies and Notified Entities Regulations,
2008, of an amount not exceeding 2% per annum of the average annual net assets of the
Fund. However, the Management Company is currently charging fee at 15% of the gross
earnings of the scheme for the year ended 30 June 2019. The fee is subject to a minimum
of 1.25% and maximum of 2% of the average annual net assets of the Fund. The effective
management fee rate for the year ended 30 June 2019 is 1.55% of the average net assets.
Remuneration is paid to the Management company in arrears on a monthly basis.
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9.2

The Sindh Provincial Government has levied Sindh Sales Tax at the rate of 13% (till 30 June
2018: 13%) on Management Company's remuneration. Above liability includes Rs. 638,891
(2018: Rs. 638,891) accrued on Federal Excise Duty (FED) on the management remuneration
as more fully explained in note 9.3 below. Had the provision relating to FED not been made,
Net Asset Value per unit of the Fund as at 30 June 2019 would have been higher by Re.
0.17 (2018: Re. 0.31) per unit. This amount is payable to the management company for the
onwards payment to the government

As per the requirements of the Finance Act, 2013, Federal Excise Duty (FED) at the rate of
16 percent on the remuneration of the Management Company has been applied effective
from 13 June 2013. The Management Company is of the view that since the remuneration
is already subject to the provincial sales tax, further levy of FED may result in double taxation,
which does not appear to be the spirit of the law, hence, a petition was collectively filed
by the Mutual Fund Association of Pakistan with the Sindh High Court (SHC) on 4 September
2013.

While disposing the above petition through order dated 16 July 2016, the SHC declared the
said provisions to be ultra vires and as a result no FED is payable with effect from 01 July
2016. However, the tax authorities subsequently filed appeal against the decision of the
SHC in the Supreme Court of Pakistan, which is pending for the decision.

Furthermore, the Finance Act 2016 also introduced an amendment to the Federal Excise
Act, 2005 whereby FED was withdrawn on services of different industries including Non-
Banking Financial Institutions, which are already subject to provisional sales tax.

However, since the appeal is pending in the Supreme Court of Pakistan, the Management
Company, as a matter of abundant caution, is carrying provision for FED for the period up
to 30 June 2016 aggregating to Rs. 4.184 million. Had the provision not been made, NAV
per unit of the Fund as at 30 June 2019 would have been higher by Rs. 1.12 (2018: Rs. 2.02)
per unit.

The amount is payable to the management company, if any, for onwards payment to the
Government

As per the clause 60(s) of the Non-Banking Finance Companies and Notified Entities
Regulation, 2008 fees and expenses for registrar services, accounting, operation and valuation
services relating to the Fund up to a maximum of 0.1% of the average annual net assets
of the Fund or actual expenses, whichever is less, shall be charged to the Fund by the
Management Company.

However, above mentioned expenses have not been charged by the Management Company
to the Fund during the period under audit. Had the above expenses been charged to the
Fund, these would not have been material.

REMUNERATION PAYABLE TO THE TRUSTEE

The Trustee is entitled to a monthly remuneration for services rendered to the Fund under
the provision of Trust Deed as follows:

- Net assets ranging from Rs. 1 Rs. 0.7 million or 0.20% per annum of the daily
million to Rs. 1 billion average net assets of the Fund, which ever is higher.

- Net assets exceeding Rs. 1 billion Rs. 2 million plus 0.10% per annum of the daily
average net assets of the Fund exceeding Rs. 1
billion.

The remuneration is paid to the trustee in arrears on monthly basis.
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11. ANNUAL FEE PAYABLE TO THE SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN

This represents annual fee payable to Securities and Exchange Commission of Pakistan
(SECP) in accordance with Regulation 62 of the Non-Banking Finance Companies and Notified
Entities Regulations, 2008, whereby the Fund is required to pay annual fee to SECP at the
rate of 0.095% of the average daily net assets of the Fund.

2019 2018
ACCRUED EXPENSES AND OTHER LIABILITIES (Rupees)

Sindh Workers' Welfare Fund 121 2,538,715 1,190,585
Withholding tax payable (subsequent paid) 52,604 14,359
Auditors' remuneration 194,656 198,937
Custody fee payable 46,064 38,953
Rating fee payable 117,950 121,987
Other charges payable 25,299 20,683

2,975,288 1,585,504

Provision for Sindh Workers' Welfare Fund is being made on a daily basis pursuant to
MUFAP's recommendation to all its members on 12 January 2017 against the backdrop of
the Sindh Revenue Board (SRB) letter to mutual funds in January 2016 whereby SRB directed
the mutual funds to register and pay Sindh Workers Welfare Fund (SWWF) for the accounting
year closing on or after 31 December 2013. This is on the premise that mutual funds are
included in the definition of financial institutions in the Financial Institutions (Recovery of
Finance) Ordinance, 2001 hence WWF is payable by them. Though MUFAP has taken up
the matter with the Sindh Finance Ministry to have CISs / mutual funds excluded from the
applicability of SWWEF, but as a matter of abundant caution management has recorded
SWWF with effect from the date of the applicability of the SWWF Act, 2014 (i.e. with effect

from 01 July 2014).

Total provision for SWWEF till 30 June 2019 is Rs. 2.539 million. Had the provision not been
made, Net Asset Value per unit of the Fund as at 30 June 2019 would have been higher by
Re. 0.68 (2018: Re. 0.58 per unit.)

Furthermore on 10 November 2016, Honourable Supreme Court of Pakistan (SCP) passed
a judgment declaring the amendments made in the Finance Acts 2006 and 2008 pertaining
to WWF as illegal citing that WWF was not in the nature of tax and could, therefore, not
have been introduced through money bills. Accordingly, the aforesaid amendments have
been struck down by the SCP. The Federal Board of Revenue has filed a petition with the
SCP against the said judgment, which is pending hearing. While the petitions filed by the
Collective Investment Schemes (CISs) on the matter are still pending before the Sindh High
Court (SHC), the Mutual Funds Association of Pakistan (MUFAP) (collectively on behalf of
the asset management companies and their CISs) have taken legal and tax opinions on the
impact of the SCP's judgement on the CISs petition before the SHC. Both the legal and tax
advisors consulted were of the view that the SCP's judgment has removed the very basis
on which the demands were raised against the CISs. Therefore, there was no longer any
liability against the CISs under the WWF Ordinance and that all cases pending in the SHC
or lower appellate forums will now be disposed of in light of the earlier judgement of the
SCP.

Above decisions regarding the reversal and the recognition of WWF and SWWF were
communicated to the SECP and the Pakistan Stock Exchange Limited on 12 January 2017
and SECP vide its letter dated 1 February 2017 has advised MUFAP that the adjustments
relating to the above should be prospective. Accordingly, the Fund has recorded these
adjustments in its books on 12 January 2017.

Pursuant to above and on recommendation of MUFAP the entire provision of Rs. 2.659
million against WWF held by the CISs till 30 June 2015, had been reversed on 12 January
2017.
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13. TOTAL EXPENSE RATIO

Securities and Exchange Commission of Pakistan (SECP) vide its directive no.
SCD/PRDD/Direction/18/2016 dated 20 July 2016, require that Collective Investment Scheme
(CIS) shall disclose Total Expense Ratio (TER) in the periodic financial statements of CIS /
the Fund. TER of the Fund for the year ended 30 June 2019 is 3.13% which includes 0.74%
representing government levies (comprising of Workers Welfare Fund and SECP fee, etc).
As per the NBFC Regulation the total expense ratio of the Asset Allocation Scheme shall be
caped up to 4% (excluding the government levies).

CONTINGENCIES AND COMMITMENTS

The Fund had no contingency or commitment at the period end except as those mentioned
elsewhere in these financial statements elsewhere.

2019 2018

NUMBER OF UNITS IN ISSUE (Number)

2,067,026
3,627,197
(1,968,301)
3,725,923

1,911,116
1,825,205
(1,669,295)
2,067,026

Total outstanding as of 1 July

Issued during the year 15.1
Redemptions during the year 15.2
Total units in issue as of 30 June

Includes 0.99 million (2018: 0.97 million) units on the conversion of units from the related
funds.

Includes 0.20 million (2018: 0.31 million) units on the conversion of units to the related
funds.

2019 2018

AUDITORS' REMUNERATION (Rupees)

Annual audit fee

Fee for the review of half yearly
financial statements

Report on the statement of income and
expenses and agreed upon procedures

Out of pocket and sales tax expenses

150,000 150,000
52,500 52,500

35,000 35,000
51,601 51,601

289,101 289,101

TAXATION

The Fund's income is exempt from Income Tax as per clause 99 of Part | of the Second
Schedule to the Income Tax Ordinance, 2001 subject to the condition that not less than
90% of the accounting income for the year as reduced by capital gains whether realised or
unrealised is distributed amongst the unit holders, provided that for the purpose of
determining distribution of not less than 90% of its accounting income for the year, the
income distributed through bonus units shall not be taken into account. Furthermore, as
per regulation 63 of the Non-Banking Finance Companies and Notified Entities Regulations,
2008, the Fund is required to distribute 90% of the net accounting income other than capital
gains to the unit holders. The Fund is also exempt from the provisions of Section 113
(minimum tax) under Clause 11A of Part IV of the Second Schedule to the Income Tax
Ordinance, 2001. Since the Management Company has distributed the income earned by
the Fund during the year to the unit holders in the manner as explained above, no provision
for taxation has been made in these financial statements. Refer note 20.6 to these financial
statement.

43




LAKSON ASSET ALLOCATION

LAKSONINYESTMENTS DEVELOPED MARKETS FUND

WE MANAGE YOLR MONEY, AS WE VANAGE (UR OWN

17.2

18.

18.1

During the year ended 30 June 2014, FBR had issued show cause notices to the Fund under
section 122(9) for proceeding u/s 122(5A) of the Income Tax Ordinance, 2001 for the
amendment of assessment on the grounds that exemption from tax claimed under clause
99 of Part-1 of the Second Schedule is not as per law. Total tax including Workers’ Welfare
Fund payable as per the amended assessment is Rs. 7.203 million and Rs 19.001 million for
the tax years 2012 and 2013 respectively. A suit has been in the High Court of Sindh for
declaration and permanent injunction for which a stay order has been granted by the Sindh
High Court. The management expects a favourable outcome and, accordingly, no provision
has been recorded in respect of this matter.

TRANSACTIONS AND BALANCES WITH CONNECTED PERSONS / RELATED PARTIES

Connected persons / related parties include Lakson Investments Limited being the
Management Company, Central Depository Company of Pakistan Limited (CDC) being the
trustee, Habib Bank AG Zurich Switzerland being the Custodian, Siza Services (Private)
Limited being holding company of the Management Company, associated companies of the
Management Company and the holding company, key management personnel, other funds
being managed by the Management Company and entities having holding 10% or more in
the units of the Fund as at 30 June 2019. It also includes staff retirement funds of the above
related parties / connected persons.

Transactions and balances with related parties other than those disclosed elsewhere are
as follows:

Details of balance with related parties / connected persons at the year end

2019 2018
Lakson Investments Limited - Management (Rupees)

Company of the Fund
Remuneration payable (including the Sindh Sales

Tax and Federal Excise Duty amounting to Rs.

4.919 million (2018: Rs. 4.867 million)) * 18.4 5,655,717 5,208,285
Sales load payable 2,959 2,959
Central Depository Company of Pakistan

Limited - Trustee of the Fund
Remuneration payable (including Sindh Sales tax

of Rs. 22,725 (2018: Rs. 7,478))* 18.4 197,535 65,016
Habib Bank AG Zurich - Custodian
Bank Deposits 972,814 5,559,383
Custodian fee payable 46,064 38,953

*Sales tax is paid / payable to the management company for onwards payment to the
Government.
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18.2 Details of transaction with related parties / connected persons during the year
2019 2018
Lakson Investments Limited - Management (Rupees)
Company of the Fund
Remuneration for the year 5,217,485 3,924,644
Sindh sales tax on remuneration of
Management Company * 678,273 510,204

Central Depository Company of Pakistan
Limited - Trustee of the Fund
Remuneration for the year (including Sindh Sales
tax of Rs. 98,970 (2018: 91,002))* 860,277 791,002

Habib Bank AG Zurich - Custodian
Brokerage and settlement charges 217,191 65,246
Custody charges 250,463 173,958

Directors, Chief Executive and their
spouse and minors
Dividend paid 5,462,444 -

Lakson Investments Limited
Dividend paid 7,500,697 -

Lakson Business Solutions Limited - Employees
Contributory Provident Fund Trust
Dividend paid 8,299 -

Lakson Investments Limited - Employees
Contributory Provident Fund Trust
Dividend paid 22,429 -

GAM Corporation (Private) Limited - Employees
Contributory Provident Fund Trust
Dividend paid 437,999 -

SIZA Foods (Private) Limited - Employees
Contributory Provident Fund Trust
Dividend paid 312,640 -

Colgate Palmolive (Pakistan) Limited - Employees
Contributory Provident Fund Trust
Dividend paid 1,899,441 -

Colgate Palmolive (Pakistan) Limited - Employees
Gratuity Fund
Dividend paid 1,847,771 -

Cyber Internet Services (Private) Limited -
Employees Contributory Provident Fund Trust
Dividend paid 793,159 -
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2019 2018

Accuracy Surgicals Limited - Employees (Rupees)

Contributory Provident Fund Trust
Dividend paid 206,754 -
Merit Packaging Limited - Employees Contributory

Provident Fund Trust
Dividend paid 334,559 -
Merit Packaging Limited - Employees Gratuity Fund
Dividend paid 137,983 -
Century Paper & Board Mills Limited - Employees

Contributory Provident Fund Trust
Dividend paid 2,085,458 -
Century Paper & Board Mills Limited - Employees

Gratuity Fund
Dividend paid 1,686,289 -
Century Insurance Company Limited - Employees

Contributory Provident Fund Trust
Dividend paid 145,314 -
Sybrid Private Limited - Employees Contributory

Provident Fund Trust
Dividend paid 157,586 -
Century Insurance Company Limited - Employees

Gratuity Fund
Dividend paid 107,542 -
Princeton Travels Private Limited - Employees

Contributory Provident Fund Trust
Dividend paid 19,079 -
Siza Services Private Limited - Employees

Contributory Provident Fund Trust
Dividend paid 81,902 -
Hasanali Karabhai Foundation - Employees

Contributory Provident Fund Trust
Dividend paid 58,460 -

*Sales tax is paid / payable to the management company for onwards payment to the
Government.
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18.4

19.

19.1

Remuneration payable to the Management Company and the Trustee have been determined
in accordance with the provisions of NBFC Regulations and the Trust Deed respectively.

Purchase and redemption of the Fund's unit by related parties / connected persons are
recorded at the applicable net asset value per unit. Other transactions are at agreed rates.

FINANCIAL INSTRUMENTS - FAIR VALUES AND RISK MANAGEMENT
Introduction and overview
The Fund has exposure to the following risks from financial instruments:

- creditrisk (refer note 19.1)

- liquidity risk (refer note 19.2)

- market risk (refer note 19.3)

- Operational Risk (refer note 19.4)

Risk management framework

The Fund's board of directors has overall responsibility for the establishment and oversight
of the Fund's risk management framework.

Risk is inherent in the Fund's activities, but it is managed through monitoring and controlling
activities which are primarily setup based on the limits established by the management
company, Fund's constitutive documents and the regulations and directives of the SECP.
The policies are established to identify and analyse the risks faced by the Fund, to set
appropriate risk limits and controls and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to reflect changes in market
conditions and the Fund's activities.

The audit committee oversees how management monitors compliance with the Fund's risk
management policies and procedures, and reviews the adequacy of the risk management
framework in relation to the risks faced by the Fund. The audit committee is assisted in its
oversight role by internal audit. Internal audit undertakes regular reviews of risk management
controls and procedures, the results of which are reported to the audit committee.

Asset purchases and sales are determined by the Fund’s Investment Manager, who has
been authorised to manage the distribution of the assets to achieve the Fund’s investment
objectives. Compliance with the target asset allocations and the composition of the portfolio
is monitored by the Investment Committee. In instances where the portfolio has diverged
from target asset allocations, the Fund’s Investment Manager is obliged to take actions to
rebalance the portfolio in line with the established targets, within prescribed time limits.

Credit risk

Credit risk is the risk of financial loss to the Fund if a customer or counterparty to a financial
instrument fails to meet its contractual obligations, and arises principally from deposits
with banks and financial institutions, investments in equity traded funds and as a result of
dividend receivable on equity securities.

Management of credit risk

The Fund's policy is to enter into financial contracts in accordance with the investment
guidelines approved by the Investment Committee, its Trust Deed and the requirements
of NBFC rules and regulations and guidelines from SECP from time to time. Before making
investment decisions, the credit rating and credit worthiness of the issuer is taken into
account along with the financial background so as to minimise the risk of default.

Credit risk is managed and controlled by the Management Company of the Fund in the
following manner:
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Where the investment committee makes an investment decision, the credit rating and
credit worthiness of the issuer is taken into account along with the financial background
so as to minimise the risk of default.

Analysing of credit ratings and obtaining adequate collaterals wherever appropriate
/ relevant.

The risk of counterparty exposure due to failed trades causing a loss to the Fund is
mitigated by a periodic review of the credit ratings and financial statements on a regular
basis.

Cash is held only with reputable banks with high quality external credit enhancements.
Credit risk on dividend receivable is minimal due to statuary protection.
Exposure to credit risk

The maximum exposure to credit risk as at 30 June 2019 was as follows:

2019 2018
Balance as per Balance as per
the Statement the Statement
of Asset and of Asset and
Liabilities Liabilities
------------ (Rupees) ------------  --—--—-— (Rupees) -----------

Maximum
exposure

Maximum
exposure

Bank balances (including
profit due) 346,124,797 346,124,797 184,656,300 184,656,300
Investments 224,526,020 224,526,020 100,190,600 100,190,600
Dividend receivable 631,812 631,812 271,511 271,511
571,282,629 571,282,629 285,118,411 285,118,411

Bank balances

The Fund's cash and cash equivalents at 30 June 2019 with banks had following credit
ratings:

2019 2018 2019 2018
Rating

AAA 830,698 170,324,334 0.24 92.24
AA+ 344,321,285 8,772,583 99.48 4.75
Other* 972,814 5,559,383 0.28 3.01
Total balance 346,124,797 184,656,300 100.00 100.00

Above rates are on the basis of available ratings assigned by PACRA and JCR-VIS.

* The reported balance is in Habib Bank AG Zurich Switzerland. Rating of the bank is not
available, however, the management consider that this is a reputable bank of good credit
standing.

Concentration of credit risk

Concentration of credit risk exists when changes in economic or industry factors affect the
group of counterparties whose aggregate credit exposure is significant in relation to the
Fund'’s total credit exposure.

Details of Fund's concentration of credit risk of financial instruments by industrial distribution
are as follows:
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2019 2018
(Rupees) (%) (Rupees) (%)
Commercial banks 346,124,797 60.59% 184,656,300 64.76
Exchange Trade Funds - USA 113,149,759 19.81% 50,546,704 17.73
Exchange Trade Funds -

Ireland 112,008,072 19.61% 49,915,407 17.51
571,282,628 100.00% 285,118,411 100.00

Past due and impaired assets and collaterals held
None of the financial assets of the Fund are past due or impaired as at 30 June 2019.
Settlement risk

The Fund’s activities may give rise to risk at the time of settlement of transactions. Settlement
risk is the risk of loss due to the failure of an entity to honour its obligations to deliver cash,
securities or other assets as contractually agreed on sale.

For the vast majority of transactions the Fund mitigates this risk by conducting settlements
through a broker to ensure that a trade is settled only when both parties have fulfilled their
contractual settlement obligations.

Liquidity risk

Liquidity risk is the risk that the Fund will encounter difficulty in meeting the obligations
associated with its financial liabilities that are settled by delivering cash or another financial
asset. The Fund's approach to managing liquidity is to ensure, as far as possible, that it will
have sufficient liquidity to meet its liabilities when they are due, under both normal and
stressed conditions, without incurring unacceptable losses or risking damage to the Fund's
reputation.

The Fund aims to maintain the level of cash and cash equivalents and other highly marketable
securities at an amount in excess of expected cash outflows on financial liabilities. The Fund
is exposed to cash redemptions of its units on a regular basis. Units are redeemable at the
holder’s option based on the Fund’s net asset value per unit at the time of redemption
calculated in accordance with the Fund’s constitutive document and guidelines laid down
by Securities and Exchange Commission of Pakistan (SECP).

Management of liquidity risk

The Fund's policy is to manage this risk by investing majority of its assets in investments
that are traded in an active market and can be readily disposed. The Fund invests primarily
in marketable securities and other financial instruments, which under normal market
conditions are readily convertible to cash. As a result, the Fund may be able to liquidate
quickly its investments in these instruments at an amount close to their fair value to meet
its liquidity requirement.

In addition, the Fund is entitled to borrow, with prior approval of trustee, for meeting
redemptions. No such borrowings were made during the year. The maximum amount
available to the Fund from borrowings is limited to the extent of 15% of net assets at the
time of borrowing with repayment with in 90 days of such borrowings. No such borrowing
were made during the year.

In order to manage the Fund's overall liquidity, the Fund can also withhold daily redemption
request in excess of ten percent of the units in issue and such requests would be treated
as redemption request qualifying for being processed on the next business day. Such
procedure would continue until the outstanding redemption requests come down to a level
below ten percent of the units then in issue. However, during the period no such option
was exercised or considered necessary.
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Maturity analysis for financial liabilities

Following are the remaining contractual maturities of financial liabilities at the reporting
date. The amounts are gross and undiscounted.

2019
Contractual cash flows
Carrying Less than
amount 3 month
-=-------- (RUpees) -----------

Non-derivative financial liabilities
(excluding unit holders' fund)
Payable to the Management Company * 739,611 739,611
Remuneration payable to the Trustee 197,535 197,535
Accrued expenses and other liabilities * 383,969 383,969
1,321,115 1,321,115

Unit holders' fund 562,298,314 562,298,314

2018
Contractual cash flows
Carrying Less than
amount 3 month
-=--------- (Rupees) -----------

Non-derivative financial liabilities
(excluding unit holders' fund)
Payable to the Management Company * 343,654 343,654
Remuneration payable to the Trustee 65,016 65,016
Accrued expenses and other liabilities * 380,560 380,560
789,230 789,230

Unit holders' fund 278,014,510 278,014,510

* excluding provision for workers' welfare fund, federal excise duty on Management
Company's remuneration, annual fee payable to the Securities and Exchange Commission
of Pakistan and Sindh Sales Tax payable on Management Company's remuneration.

Above financial liabilities do not carry any mark-up.

Market risk

Market risk is the risk that changes in market prices - such as foreign exchange rates, interest
rates and equity prices - will affect the Fund’s income or the value of its holdings of financial
instruments. The objective of market risk management is to manage and control market
risk exposures within acceptable parameters, while optimising the return.

Management of market risks

The Fund manages market risk by monitoring exposure on marketable securities by following
the internal risk management policies and investment guidelines approved by the Investment
Committee and regulations laid down by the Securities and Exchange Commission of

Pakistan. The maximum risk resulting from financial instruments equals their fair values.

The Fund is exposed to currency risk, interest rate risk and equity price risk.
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19.3.1 Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument
will fluctuate because of changes in foreign exchange rates. The Fund has a bank balance
and investments in foreign exchange traded funds which are exposed to foreign exchange
risk. The fund has no foreign currency denominated liability.

As per the approval accorded by the Securities and Exchange Commission of Pakistan and
State Bank of Pakistan the Fund's exposure in foreign currency shall not exceed 30% of the
aggregate funds mobilised subject to cap of USS 15 million. Investment Committee monitors
and reviews the investment performance and makes necessary adjustment in light of the
current economic scenario and currency valuation outlook to mitigate the risk.

The Fund's total exposure to foreign exchange at 30 June are as follows:

2019
(Rupees) (UsD)

Financial Assets

Bank balance 972,814 6,078
Exchange Traded Funds (foreign investments) 225,157,832 1,406,778
On balance sheet gap in foreign currency exposure 226,130,645 1,412,856

2018
(Rupees) (UsD)

Financial Assets

Bank balance 5,559,383 45,757
Exchange Traded Funds (foreign investments) 100,462,111 826,868
On balance sheet gap in foreign currency exposure 106,021,494 872,625

Average rates Balance sheet date rate
2019 2018 2019 2018
Rupees / US Dollars 136.17 110.00 160.05 121.50

A five percent strengthening of Pakistani Rupee against US dollar would have decreased
the net assets of the fund by Rs. 11.307 million (2018: Rs. 5.301 million). This analysis
assumes that all other variables in particular interest rate remain constant. Weakening of
Pakistani Rupee by the same percentage would have a vice versa impact.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument
will fluctuate because of changes in interest rates. Risk management procedures are the
same as those mentioned in the credit risk management.

Exposure to interest rate risk

The interest rate profile of the Fund's interest-bearing financial instruments is as follows:

2019 2018

(Rupees)
Variable-rate instrument

Financial assets (bank balances) 344,816,406 178,749,002
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Cash flow sensitivity analysis for variable rate instruments

A reasonably possible change of 100 basis points in interest rates at the reporting date
would have increased / decreased unit holder fund and income statement by Rs. 3,448,164
(2018: Rs. 1,787,490). The analysis assumes that all other variables, in particular foreign
currency exchange rates, remain constant.

Above bank balances are reprised by the bank after changes in the State Bank of Pakistan's
policy rate and do not have any contractual maturity. None of the other assets and Fund's
liabilities are exposed to interest rate risk.

A summary of the Fund's interest rate gap position, categorised by the earlier of contractual
re-pricing or maturity date is as follows:

seeeeemeem e s eee June 30, 2019
Exposed to Not exposed to
interest rate risk  interest rate risk
Financial assets no later than

one month
Investments Rupees
- Exchange Trade Units 224,526,020 224,526,020
Dividend receivables 631,812 631,812
Bank balances
(including profit due) . 344,816,406 1,308,392 346,124,797
344,816,406 226,466,223 571,282,629

= —-——z===—- June 30, 2018 —--———-——--- -
Exposed to Not exposed to Total
interest rate risk  interest rate risk
Financial assets no later thanone

month
Investments Rupees
- Exchange Trade Units 100,190,600 100,190,600
Dividend receivables 271,511 271,511
Bank balances
(including profit due) . 178,749,002 5,907,298 184,656,300
178,749,002 106,369,409 285,118,411

Market price risk

Price risk is the risk of unfavorable changes in the fair value of Exchange Traded Funds and
units of mutual funds as the result of changes in the levels of respective indices and the
value of individual securities. This arises from the investment held by the Fund for which
prices in the future are uncertain. The Fund is exposed to price risk because of investments
held by the Fund in the Exchange Traded Funds.

As per the approval accorded by the Securities and Exchange Commission of Pakistan and
State Bank of Pakistan the Fund's exposure in foreign currency shall not exceed 30% of the
aggregate funds mobilised subject to cap of US$S 15 million. Investment Committee monitors
and reviews the investment performance and makes necessary adjustment in light of the
current economic scenario and currency valuation outlook to mitigate the risk.

Sensitivity analysis - Equity price risk

The Fund's listed equity investments are listed Nasdaq Index and London Stock Exchange.
For such investments classified as at fair value through income statement the impact on
income statement and unit holders'fund, to a 5% increase or decrease in the fair values of
the equity investments, would have been an increase or decrease of Rs. 11,226,301 (2018:
Rs. 5,009,530).

54




LAKSON ASSET ALLOCATION

LAKSONINYESTMENTS DEVELOPED MARKETS FUND

WE MANAGE YOLR MONEY, AS WE VANAGE (UR OWN

194

Operational risks

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

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

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

requirements for appropriate segregation of duties between various functions, roles
and responsibilities;

requirements for the reconciliation and monitoring of transactions;
compliance with regulatory and other legal requirements;
documentation of controls and procedures;

requirements for the periodic assessment of operational risks faced, and the adequacy
of controls and procedures to address the risks identified;

ethical and business standards;

risk mitigation, including insurance where this is effective.
Unit holder's fund risk management
The Fund's policy is to maintain a strong capital base so as to maintain investor, creditor
and market confidence and to continue as a going concern so that it can continue to provide
returns to its unit holders. Management monitors the return on capital as well as the level
of dividends to unit holders and makes adjustments to it in the light of changes in markets'
conditions.
Under the NBFC regulations 2008, the minimum size of an open end scheme shall be one
hundred million rupees at all the times during the life of the scheme. The Fund size depends
on the issuance and redemption of units.

Fair value of financial instruments

Fair value is the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date.

Underlying the definition of fair value is the presumption that the Fund is a going concern
without any intention or requirement to curtail materially the scale of its operations or to
undertake a transaction on adverse terms.

The fair value of financial assets and liabilities traded in active markets i.e. listed equity
shares are based on the quoted market prices at the close of trading on the period end
date. The quoted market prices used for financial assets held by the Fund is current bid
price.
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A financial instrument is regarded as quoted in an active market if quoted prices are readily
and regularly available from an exchange, dealer, broker, industry group, pricing service,
or regulatory agency, and those prices represent actual and regularly occurring market
transactions on an arm’s length basis.

IFRS 13, 'Fair Value Measurements' requires the Fund to classify fair value measurements
using a fair value hierarchy that reflects the significance of the inputs used in making the
measurements. The fair value hierarchy has the following levels:

Quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity can access at the measurement date (level 1).

Inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly or indirectly (level 2).

Unobservable inputs for the asset or liability (level 3).

The following table shows the carrying amounts and fair values of financial assets and
financial liabilities, including their levels in the fair value hierarchy:

2019

Carrying amount Fair Value

Fair value
through profit
andloss

Amortised cost | Other financial

liabilities Total Level2

On-balance sheet finandial instruments

(Rupees)

Finandial assets measured

at fair value

Exchange traded funds (investments) 224,526,020 - - 224,526,020 224,526,020 - 224,526,020
224,526,020 - - 224,526,020 224,526,020 - 224,526,020

Finandial assets not measured
at fair value
Bank balances - Held at amortized cost - 345,797,093 - 345,797,093
Dividend receivables - 631,812 - 631,812
Accrued mark-up and other receivable - 327,704 - 327,704
346,756,609 - 346,756,609

Finandial liabilities not measured
atfair value
Payable to the Management Company = - 739,611 739,611
Remuneration payable to the Trustee - - 197,535 197,535
Accrued expenses and other liabilities - - 383,969 383,969
1,321,115 1,321,115

Carrying amount Fair Value

Fair value
through profit | Amortised cost
and loss

Other financial

liabilities Total Level2

On-balance sheet finandial instruments

(Rupees)

Financial assets measured at fair value
Exchange traded funds 100,190,600 - - 100,190,600 100,190,600 - 100,190,600
100,190,600 - - 100,190,600 100,190,600 - 100,150,600

Financial assets not measured at fair value

Bank balances - 184,316,259 - 184,316,259

Dividend receivables - 271,511 - 271,511

Markup accrued - 340,041 - 340,041
184,927,811 - 184,927,811

Finandial liabilities not measured at fair value

Payable to the Management Company - - 43,654 343650

Remuneration payable to the Trustee - - 65,016 65,016

Accrued expenses and other liabilities - - 380,560 380,560
789,230 785,230

19.6.1 The Fund has not disclosed the fair values for the financial assets and financial liabilities
(other than investments), as these are either short term in nature or repriced periodically.
Therefore, their carrying amounts are reasonable approximation of their fair values.

RECONCILIATION OF LIABILITIES ARISING OUT OF FINANCING ACTIVITIES
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Payable
against
dividend

Opening balance as at 1 July 2018

against issuance

Receivable Payable against
redemption

of units of units

--------- -- (Rupees in ‘000) -----

Receivable against issuance of units
Payable against redemption of units

Dividend payable 10,775,179

(528,741,152)
299,740,522
10,775,179

(528,741,152) -
- 299,740,522

10,775,179

Amount received on issuance

(528,741,152) 299,740,522 (218,225,452)

of units
Amount paid on redemption of units
Dividend paid

(10,775,179)

528,741,152
(299,740,522)
(10,775,179)

528,741,152

(299,740,522)

(10,775,179)

528,741,152  (299,740,522) 218,225,452

Closing balance as at 30 June 2019

SUPPLEMENTARY NON FINANCIAL INFORMATION

The information regarding unit holding pattern, top brokers, members of the Investment
Committee, Fund manager, meetings of the Board of Directors of the management company
and rating of the Fund and the management company are as follows:

Unit holding pattern of the Fund

2019

Category

Individuals

Associated Companies and Directors
Banks and DFls

NBFC's (Management Company)
Retirement Funds

Other corporates

% of
total

No. of unit Investment
holders amount
--------—--- (Rupees) ------------

3,833,011
393,708,848

0.68
70.02
164,756,454 29.30

562,298,314 100.00

2018

Category

Individuals

Associated Companies and Directors
Banks and DFIs

NBFC's (Management Company)
Retirement Funds

Other corporates

No. of unit Investment
holders amount
--------—--- (Rupees) ------------

1,670,832
166,461,209

109,882,469

278,014,510
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21.2

List of top ten brokers by percentage of commission paid
2019 2018
Commission paid

Broker Name (Percentage)

Habib Bank AG Zurich 94.82% 91.14%
Invest Finance Securities {Private) Limited 2.66% 3.42%
Invest Capital Management Limited 2.51% -

Vector Securities - 5.44%

Particulars of the Investment Committee and Fund manager
Following are the members of the investment committee of the Fund:

- Mr. Babar Ali Lakhani - (Chairman Investment Committee)
- Mr. Kashif Mustafa

- Mr. Mustafa O. Pasha

- Mr. Shahbaz Ashraf

- Mr. Uzair Nasir Rasheed

- Mr. Hassan Bin Nasir (Fund Manager)

- Mr. Junaid Arshad

Mr. Babar Ali Lakhani - Chief Executive Officer

Mr. Lakhani has over nineteen years of investment and portfolio management experience
in domestic and international equity and fixed income markets. Mr. Lakhani most recently
served as the Chief Investment Officer of Century Insurance, a Public Limited Company
listed on the Karachi and Lahore Stock Exchanges of Pakistan. He was an Investment
Associate at High Street Advisors and a Research Analyst at Credit Suisse Equity Group
(formerly Credit Suisse First Boston). Mr. Lakhani brings extensive investment experience,
globally practiced portfolio management discipline, and a comprehensive understanding
of the global asset management industry to Lakson Investments Limited.

Mr. Lakhani received his BA in Finance from Bentley College, and his MBA from Brandeis
University.

Mr. Lakhani is a member of the Global Association of Risk Professionals (GARP), the Society
of Financial Service Professionals and the Young Presidents' Organization (YPO). Mr. Lakhani
is a member of the Alumni Trustee Committee of Brandeis University and is the school’s
representative in Pakistan.

Mr. Kashif Mustafa — Executive Director and COO

Mr. Mustafa has more than eleven years of experience working in the financial markets of
Pakistan with local & international brokerage houses, and leading Asset Management
Companies. Mr. Mustafa’s experience includes; Financial Analysis, Equity Research, Investment
Advisory and Business Development.

Before Lakson Investments, Mr. Mustafa worked for Askari Investments and Crosby Securities
Pakistan Limited as Vice President and Head of Sales & Business Development respectively.
He frequently appears on the media and has been featured on Express, Business Plus, CNBC,
GEOQ, PTV, Aaj TV, Sindh TV & KTN. Mr. Mustafa did his graduation in Mathematics and
Masters in Economics.

Mr. Mustafa O. Pasha, CFA - Chief Investment Officer
Mr. Pasha has over eleven years of experience in the asset management and investment

advisory industry. He did his Bachelors in Economics from McGill University (Montreal,
Canada) in 2006 and obtained his CFA charter in 2012.
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At Lakson Investments he is responsible for driving out performance of all fixed income
portfolios against their respective benchmarks by formulating the investment outlook and
implementing strategy through asset allocation. As a member of the Investment Committee
he is a key member of the team that develops and executes the investment strategy for
both fixed income and equity portfolios.

He was previously associated with BMA where he initially served as a fixed income analyst
and later became the in house economist for the entire BMA group. Between 2009 - 2012
he supervised fixed income/money market investments across all mutual funds and
institutional/HNW accounts advised by BMA. He is manageing following funds:

- Lakson Equity Fund
- Lakson Islamic Tactical Fund
- Lakson Tactical Fund

Mr. Muhammad Shahbaz Ashraf

Mr. Ashraf has approximately 11 years of experience, primarily in Research. Prior to joining
Lakson Investments, he was associated with Askari Investment Management, Foundation
Securities Ltd and Taurus Securities. Mr. Ashraf’s last assignment was at Arif Habib Limited
as Head of Research. He holds a Master’s degree in Business Management and is a Chartered
Financial Analyst.

Mr. Uzair Nasir Rasheed - Risk Management Professional

Mr Uzair Nasir has approximately 3 years of experience and is a risk management professional
at Lakson Investments. His responsibility is to ensure Effective & sound management of
the various risks in the Investment portfolio. Prior to joining Lakson he was associated with
the National Bank of Pakistan as Team Leader, Business Risk Review (BRR). He is a member
of ACCA (UK) and a finalist of both CFA & FRM programs.

Mr. Hassan Bin Nasir - Fund Manager

Mr. Hassan Bin Nasir has over ten years of experience and currently holds positions of Vice
President — Fixed Income in Lakson Investments Limited. He completed his Masters in
Business Administration in Finance major from Bahria University, Pakistan. He has immense
experience in managing portfolios across Collective Investment Schemes, Separate Managed
Accounts with Strong Fixed Income background, investment strategy and trading experience
ininstruments including, Government Securities, Corporate Debt Securities, Banking Products
and Shariah Compliant Corporate Debt Securities. He is also managing the following funds:

- Lakson Income Fund
- Lakson Money Market Fund

Mr. Junaid Arshad

Mr. Arshad an ACCA member, having over eleven years of experience in the asset management
industry and currently holds the position of Manager Compliance. He possess sound
Knowledge of financial management, tax regulations, financial procedures, and NBFC Rules
& Regulations. He was actively involved in system development and implementation during
his stay at different organizations. He was previously associated with JS Investments and
Alfalah Investments as a finance professional.
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21.4 Directors meeting attendance

2019

Meeting July August October | February

Name of directors Attended| 03,2018 | 15,2018 | 13,2018 | 21,2019

Mr. Igbal Ali Lakhani

Mr. Babar Ali Lakhani

Mr. Mahomed J. Jaffer

Mr. Jacques John Vesser

Mr. Daniel Scott Smaller

Mr. Zahid Zakiuddin

Mr. Amin Mohammed Lakhani
Mr. Jamil Ahmed Mughal

Ms. Gaite Ali

Ms. Kathleen Kennedy Townsend
Ms. Roxanne Davies

o|lo|r|u|ls|Nn|r|slw v~

Rating of the Fund and the management company

Details of the ratings of the Fund and the management company are given in note 1.4.
GENERAL

These financial statements were authorized for issue by the Board of Directors of the
Management Company on September 03, 2019.

For Lakson Investments Limited
(Management Company)

Chief Executive Officer Chief Financial Officer Director
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Performance Table

Net Assets - Beginning (PKR Mil.)
Net Assets - Ending (PKR Mil.)
Net Asset value per share
Selling Price for units
Repurchase Price for units
Highest Offer Price (PKR)
Lowest Offer Price (PKR)
Highest Redemption Price (PKR)
Lowest Redemption Price (PKR)
Beginning NAV - Ex-Div. (PKR)
Interim Distributions (PKR)

Final Distribution (PKR)

Ending NAV - Ex-Div. (PKR)
Return

Net Income (PKR Mil.)

Income Distribution
Accumulated Capital Growth

Average Annual return of the Fund
One Year

Two year

Three year

Since inception

Distributions

278
562
150.9151
154.6880
150.9151
161.3447
135.1807
157.4094
131.8836
134.4997
5.2625
Nil
150.9151
18.18%
38

9

76

18.18%
33.62%
45.66%
118.59%

FY19

227

278
134.4997
137.8622
134.4997
138.855
121.8366
135.4682
118.8649
118.9544
Nil

2.3801

132.119
13.06%
13

2

46

290

227
118.9544
121.9283
118.9544
127.2001
116.2507
124.0976
113.4153
113.2854
4.5573
119.5012
9.01%

8

6

35

321

290
113.2854
116.1176
113.2854
127.5054
107.5162
124.3955
104.3846
115.0565
10.8068
112.4897
8.00%

14

22

33

8.00%
8.18%
9.19%
10.59%

FY16

598

321
114.9738
117.8482
114.9738
118.7873
108.4261
115.8900
105.7815

541
598
106.6908
109.3581
106.6908
116.9237
106.8714
114.0719
104.2647
104.0389
7.3744
106.6975
9.64%

54

70

37

Interim Distribution
Final Distribution

NAV before Distribution
NAV after Distribution

Distribution Date

Disclaimer

5.2625

157.4094
152.1469
27-Jun-19

124.0585
119.5012
22-Jun-17

10.8068

123.2965
112.4897
27-Jun-16

114.0719
106.6975
25-Jun-14

Past performance is not necessarily indicative of future performance and unit prices and investment

returns may go down, as well as up.
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