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Review Report of the Directors of the Management Company
For the half year ended December 31, 2019

The Board of Directors of Lakson Investments Limited, the Management Company of the Lakson
Income Fund ("LIF") is pleased to submit its review report together with Condensed Interim Financial
Statements for the half year ended December 31, 2019.

Fund Objective

The investment objective of the Scheme is to provide competitive total returns through investment
in a diversified portfolio of fixed income securities. The Scheme shall invest in various fixed income
securities with a mix of short term, medium term, and longer term maturities depending on the
assessment by the Management Company of interest rate trends and prospective returns.

Principal activities

The Fund is an open-end income fund and is listed on Pakistan Stock Exchange Limited. LIF invests in
Investment-grade Debt Securities, Government Securities, Certificate of Investments, Clean Placements,
Term Deposit Receipts, and other fixed income instruments. The overall duration of the portfolio is
kept below 4 years while at least 25 % of Net Assets are kept in the form of cash or Treasury Bills of
maximum 90 days maturity. LIF is managed through a team-driven, top-down process utilizing active
sector rotation, duration and yield curve management. Economic conditions are constantly monitored
to forecast interest rate changes. The added value for LIF comes from identifying opportunities to shift
investments between various maturities and between different instruments. LIF is allowed to borrow
up to 15% of Net Assets to meet redemptions however LIF did not utilize this facility during the period
under review.

Development and Fund performance

The LIF yielded an annualized return of 14.16% in the 1hFY20 against the benchmark return of 14.14%
p.a. The LIF outperformed by 2bps. As of December 31, 2019, the LIF portfolio was invested 39.6%
in cash, 16.6% in TFCs, 17.8% in PIBs, 6.7% in Sukuks and 2.0% in Commercial paper while the weighted
average maturity of the LIF portfolio stood at 990 days. The fund size of the LIF as of December 31,
2019 is PKR 2,372 million.

Earning per Unit (EPU)
EPU has not been disclosed as we feel the determination of weighted average units for calculating
EPU is not practicable for open end funds.

Economic Review

Pakistan formally entered a fresh USS6bn IMF bailout program in 2H19, after successful implementation
of pre-conditions followed by rigorous structural reforms. These included reigning in fiscal slippages
via reduction in circular debt, rise in power (7%) and gas tariffs (c. 31%) and removal of power sector
subsidies to recover costs. These led to inflationary pressures in 2H while food supply disruptions and
a weak crop cycle (on heavy rainfall and pest infestation) led to much volatility with national inflation
rising from under 8% in 2HFY19 to c. 11% in 1HFY20. However, 6MFY20 general inflation (national)
of 11.1% still remains below the CPI target set by SBP for 11-12% through FY20. SBP has guided to
commence monetary easing when disinflation is firmly entrenched. This may be delayed due to
volatility in global oil prices, supply disruptions in food items and rising utility tariffs which may feed
into current account and inflation.

Formal entry into the IMF program gave confidence to multilateral/bi-lateral creditors to extend fresh
financing, allowing the PKR to find firm footing in 1HFY20 (3% appreciation in Jul-Dec'19 following
13% slippage in 2HFY19). This was further supported by external market-based borrowing (hot money
flows) as SBP Governor Reza Baqir opened up foreign investment in Government papers in Jun'19
(SCRA net inflow of US$1.86bn in 2H19, vs. net outflow of US$10.2mn in 1H19). SBP foreign exchange
reserves have climbed from a low of US$7.3bn in Jun'19 (pre-IMF program) to US$11.5bn as at Dec'19.
Sharp PKR devaluation has led a substantial decline in imports (down 18% yoy in 1HFY20) with Pakistan
posting a Current Account surplus of US$S99mn in Oct'19 after a gap of four years (1HFY20 CAD:
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USS$1.8bn, down 73%yoy). On the flip side, this has proved counterproductive for export growth which
has decelerated to 4%yoy in 1HFY20.

Fixed Income Market Review

GoP raised cumulative PKR10.8tn in T-Bill auctions during 1HFY20 vs. PKR8.5tn in 2HFY19. During the
period, yields began to invert sharply after peaking in Aug'19, Weighted average T-Bill yields for 3M,
6M and 12M tenors peaked at 13.7%, 13.9% and 14.1% in Aug'l19 to close the year at 13.4%, 13.35%
and 13.1% in Dec'19.

With interest rates seemingly peaked in 2019, participation in PIB auctions picked up significantly,
with bids accepted by SBP rising to PKR1.5tn in 1HFY20 vs. PKRO.7tn in 2HFY19. Longer tenor papers
understandably witnessed a sharper inversion in yields curve, down c.200bps in Aug-Dec'19. Weighted
average cut-off yields peaked at 14.0%, 13.5% and 13.3% for 3-year, 5-year and 10-year duration, to
sharply close the year at 11.6%, 11.0% and 11.1% respectively.

Future Outlook

Inflation to remain a challenge: One of the main challenges for Pakistan's economy is inflation. CPI
based inflation in 1HFY20 stands at 11.11% compared to 5.96% in SPLY. In CY20 we expect CPI to
remain in the range of 11.00%-12.00%, as upward adjustment in utility and gas tariff hikes has been
committed to the IMF. Unless inflation starts to decline the SBP will not be able to boost economic
activity by cutting interest rates. No expect inflationary pressures to ease in 4QCY20 at which point
the SBP can commence its monetary easing cycle.

Fiscal side to remain a weak point: The weak point for the government remains managing fiscal side.
We view fiscal deficit which is targeted at 7.1% for FY20 will be difficult to maintain based on 1HFY20
provisional revenue collection of PKR2.08trn against the envisaged target of Rs2,198 billion, witnessing
a shortfall of Rs118 billion. Fiscal deficit for FY20 may stand between 7.5-8.0% compared to 8.9% in
FY19. Resultantly economy will have to deal with reduced development budget this year around in
which may slowdown infrastructure spending against market expectations.

Exports to deliver growth less than expectations: Pakistan economy has been under a boom and bust
cycle and we view the main reason for this is no or stagnant export numbers. In IHFY20 exports have
delivered a growth of 3.7% to USD11.5bn. In FY20 export target is USD24bn, however if we need to
boost growth in excess of 4.0% and above and conserve our FX reserves we need to increase our
exports because currently imports have bottomed out, we view. The government should focus on
incentivizing exports sector to revive growth and to keep USD PKR parity under control.

Inflation and policy rates have peaked out; thus, we view long term tenor papers yields have bottomed
out, however short-term rates have declined but have remained downward sticky thus we view T-bill
yields might come down from July 2020 onwards.

Acknowledgement
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State Bank of Pakistan, the Trustee of the Fund-Central Depository Company of Pakistan Limited and
the management of the Pakistan Stock Exchange Limited for their continued cooperation and support.
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CENTRAL DEPOSITORY COMPANY
OF PAKISTAN LIMITED

Head Office
CDC House, 95

TRUSTEE REPORT TO THE UNIT HOLDERS
LAKSON INCOME FUND

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

We Central Depository Company of Pakistan Limited, being the Trustee of Lakson
Income Fund (the Fund) are of the opinion that Lakson Investments Limited being the
Management Company of the Fund has in all material respects managed the Fund
during the six months period ended December 31, 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 accordance
with the requirements of the constitutive documents of the Fund; and

(i)  The Non-Banking Finance Companies (Establishment and Regulations) Rules,
2003, the Non-Banking Finance Companies and Notified Entities Regulations,
2008 and the constitutive documents of the Fund.

"ot
Badiuddin Akber
Chief Executive Officer
Central Depository Company of Pakistan Limited

Karachi: February 20, 2020
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Independent Auditor's Review Report to the unit holders of Lakson Income Fund

Introduction

We have reviewed the accompanying condensed interim statement of assets and liabilities of Lakson
Income Fund ("the Fund") as at December 31, 2019 and the related condensed interim income
statement, condensed interim statement of comprehensive income, condensed interim statement of
movement in unit holders' fund, condensed interim statement cash flow and notes to the accounts
for the six months period then ended (here-in-after referred to as the "interim financial information").
Management is responsible for the preparation and presentation of this interim financial information
in accordance with accounting and reporting standards as applicable in Pakistan for interim financial
reporting. Our responsibility is to express a conclusion on this interim financial information based on
our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410,
"Review of Interim Financial Information Performed by the Independent Auditor of the Entity". A
review of interim financial information consists of making inquiries, primarily of persons responsible
for financial and accounting matters, and applying analytical and other review procedures. A review
is substantially less in scope than an audit conducted in accordance with International Standards on
Auditing and consequently does not enable us to obtain assurance that we would become aware of
all significant matters that might be identified in an audit. Accordingly, we do not express an audit
opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
interim financial information is not prepared, in all material respects, in accordance with the accounting
and reporting standards as applicable in Pakistan for interim financial reporting.

Other matters

The figures for the three months period ended December 31, 2019 in the condensed interim financial
information have not been reviewed and we do not express a conclusion on them.
The engagement partner on the engagement resulting in this independent auditor's review report is
Amyn Pirani.

Date: February 29, 2020 KPMG Taseer Hadi & Co.
Chartered Accountants
Karachi Amyn Pirani

10
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LAKSON INCOME FUND

Condensed Interim Statement of Assets and Liabilities
As at December 31, 2019

Assets

Bank balances

Investments

Mark-up receivable

Deposits, prepayments and other receivables
Total assets

Liabilities

Payable to the Management Company

Payable to the Trustee

Annual fee payable to Securities and Exchange
Commission of Pakistan

Accrued expenses and other liabilities

Total liabilities

Net assets

Unit holders' fund (as per statement of
movement in Unit Holders' Fund)

Contingencies and commitments

Number of units in issue

Net assets value per unit

Note

6

7

8
8.1

10
11

12

14

December 31, June 30,
2019 2019
(Unaudited) (Audited)
------------ (Rupees) ------------
963,094,533 1,319,573,643
1,371,634,992 922,901,205
59,503,346 32,594,236
17,598,213 15,619,200
2,411,831,084 2,290,688,284
21,935,809 21,806,364
161,929 257,267
240,842 2,425,288
17,911,778 15,119,214
40,250,358 39,608,133
2,371,580,726  2,251,080,151
2,371,580,726 2,251,080,151

(Number of units)

21,961,590 22,284,408
(Rupees)
107.9876 101.0159

The annexed notes from 1 to 19 form an integral part of this condensed interim financial information.

For Lakson Investments Limited
(Management Company)

Chief Executive Officer

Chief Financial Officer

Director

11
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Condensed Interim Income Statement (Unaudited)
For the half year and quarter ended December 31, 2019

Half year ended Quarter ended
December 31, December 31,
2019 2018 2019 2018
Note (Rupees)
Income
Mark-up income 170,740,114 155,579,548 85,418,431 73,380,694
Income from Margin Trading System - 8,141,343 - 480,669
Capital gain / (loss) on sale of investments - net 14,397,546 (682,422) 14,306,456 (500,660)
Unrealised gain / (loss) on re-measurement
of investments classified as financial 7.1,7.2,
asset at fair value through profit 7.3,7.4,
or loss'-net 75,76 594,382  (7,229,223) (9,488,622) (2,018,883)
185,732,042 155,809,246 90,236,265 71,341,820
Expenses
Remuneration to the Management Company 18,063,192 27,856,663 9,003,485 11,392,424
Sindh Sales tax on remuneration to the
Management Company 2,348,215 3,621,366 1,170,453 1,481,015
Remuneration to the Trustee 1,020,570 2,267,952 501,657 971,593
Annual fee to the Securities and Exchange
Commission of Pakistan 240,843 1,392,834 120,047 569,622
SECP Supervisory Fee 1,256 1,260 627 630
Auditors' remuneration 150,190 166,742 76,810 73,371
Fees and subscription 688,890 707,248 445,050 445,050
Printing charges - 18,645 - 13,604
Brokerage, custody, settlement and bank charges 326,261 1,295,648 168,520 258,670
22,839,417 37,328,358 11,486,649 15,205,979
Net income from operating activities 162,892,625 118,480,888 78,749,616 56,135,841
Sindh Workers' Welfare Fund (3,257,853)  (2,369,618) (1,122,729)  (1,122,729)
Net income for the period before taxation 159,634,773 116,111,270 77,626,887 55,013,112
Taxation 15 - - - -
Net income for the period after taxation 159,634,773 116,111,270 77,626,887 55,013,112
Allocation of net income for the period
- Net income for the period after taxation 159,634,773 116,111,270 77,626,887 55,013,112
- Less: Income already paid on units redeemed (8,743,531) (24,540,095) (4,307,916) (13,532,030)

150,891,242 91,571,175 73,318,971 41,481,082

Accounting income available for distribution

- Relating to capital gains 13,713,296 - 4,190,621 -
- Excluding capital gains 137,177,946 91,571,175 69,128,350 41,481,082
Accounting income available for distribution 150,891,242 91,571,175 73,318,971 41,481,082

The annexed notes from 1 to 19 form an integral part of this condensed interim financial information.

For Lakson Investments Limited
(Management Company)

Chief Executive Officer Chief Financial Officer Director
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Condensed Interim Statement of Comprehensive Income (Unaudited)
For the half year and quarter ended December 31, 2019

Half year ended Quarter ended
December 31, December 31,
2019 2018 2019 2018
(Rupees)
Net income for the period 159,634,773 116,111,270 77,626,887 55,013,112
Other comprehensive income
Total comprehensive income for the period 159,634,773 116,111,270 77,626,887 55,013,112

The annexed notes from 1 to 19 form an integral part of this condensed interim financial information.

For Lakson Investments Limited
(Management Company)

Chief Executive Officer Chief Financial Officer Director
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For Lakson Investments Limited

(Management Company)

Director

Chief Financial Officer

Chief Executive Officer
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Condensed Interim Statement of Cash Flows (Unaudited)
For the half year ended December 31, 2019

Half year ended
December 31,
2019 2018
(Rupees)
CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the period 159,634,773 116,111,270
Adjustments for non-cash charges and other items:
Unrealised (diminution) on re-measurement of
investments classified as financial asset at
'fair value through profit or loss'-net (594,382) 7,229,223
159,040,391 123,340,493
Decrease / (increase) in assets
Investments - net (448,139,405) 519,208,471
Receivable against Margin Trading System - 49,017,877
Mark-up receivable (26,909,110) 32,558,144
Deposits, prepayments and other receivables (1,979,013) (48,472,323)
(477,027,528) 552,312,169
Increase / (decrease) in liabilities
Payable to the Management Company 129,445 (5,687,513)
Payable to the Trustee (95,338) (128,820)
Annual fee payable to Securities and Exchange
Commission of Pakistan (2,184,446) (2,058,102)
Accrued expenses and other liabilities 2,792,564 2,589,756
642,225 (5,284,679)
Net cash (used in) / generated from operating activities (317,344,912) 670,367,983
CASH FLOWS FROM FINANCING ACTIVITIES
Cash received from issue of units 491,411,791 130,820,578
Cash paid on redemption of units (530,545,988) (1,920,101,748)
Cash dividend paid - (149,951,543)
Net cash (used in) / generated from financing activities (39,134,198) (1,939,232,713)
Net (decrease) in cash and cash equivalent during the period (356,479,110) (1,268,864,730)
Cash and cash equivalent at the beginning of the period 1,319,573,643 3,336,896,309
Cash and cash equivalent at the end of the period 963,094,533 2,068,031,579

The annexed notes from 1 to 19 form an integral part of this condensed interim financial information.

For Lakson Investments Limited
(Management Company)

Chief Executive Officer Chief Financial Officer Director
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2.1

Notes to and forming part of the Condensed Interim
Financial Information (Unaudited)
For the half year ended December 31, 2019

LEGAL STATUS AND NATURE OF BUSINESS

Lakson Income Fund (the "Fund") was established under the Trust Deed executed on August
18, 2009 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 September 18, 2009 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.

The Fund is an open end mutual fund and is listed on 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 "Income Scheme" as per the Circular 07 of 2009 issued by Securities
and Exchange Commission of Pakistan (SECP) and it primarily invests in Government securities,
certificates of investment, certificates of deposits, term deposit receipts, commercial papers,
reverse repo, preference shares, spread transactions and corporate debt securities, etc. subject
to the guidelines issued by SECP from time to time.

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 Agency Limited (PACRA) has maintained A+(f) (Fund Stability Rating)
to the Fund on October 24, 2019 and has also maintained asset manager rating of the Company
to AM2+ (stable outlook), on February 27, 2019 (2018: AM2+ as on August 28, 2018).

BASIS OF PREPARATION
Statement of compliance

These condensed interim financial statements of the Fund have been prepared in accordance
with the accounting and reporting standards as applicable in Pakistan for interim financial
reporting. The accounting and reporting standards as applicable in Pakistan for interim financial
reporting comprise of:

- International Accounting Standard (IAS) 34 'Interim Financial Reporting issued by the
International Accounting Standard Board (IASB) as notified under the Companies Act, 2017;
and

- 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).

In case where requirements differ, the provisions of and directives issued under the Companies
Act, 2017, part VIIIA of the repealed Companies Ordnance, 1984, the NBFC Rules, and the NBFC
Regulations have been followed.

16



LAKSON INVESTMENTS LAKSON INCOME FUND

WE MANAGE YOUR MONEY, AS WE MANAGE OUR OWN

2.2

2.3

24

2.5

2.6

31

The comparative balance sheet presented in these condensed interim financial information as
at 31 December 2018 has been extracted from the audited financial statements of the Company
for the year ended 30 June 2018, whereas the comparative income statement, statement of
comprehensive income, the cash flow statement and statement of movement in unitholders'
fund for the six months period ended 31 December 2017 have been extracted from the
unaudited condensed interim financial information for the period then ended.

These condensed interim financial information do not include all the information required for
a complete set of annual financial statements and should be read in conjunction with the latest
annual financial statements as at and for the year ended 30 June 2019. However, selected
explanatory notes are included to explain events and transactions that are significant.

These condensed interim financial information are being submitted to the unit holders as
required under Regulation 38(2)(f) of the Non-Banking Finance Companies and notified Entities
Regulations, 2008 (NBFC Regulations) and are unaudited. However, a limited scope review has
been carried out by the auditors in accordance with the requirements of clause 5.19.13 of the
Pakistan Stock Exchange Limited (PSX) Rule Book.

In compliance with Schedule V of the Non-Banking Finance Companies and Notified Entities
Regulations, 2008, the directors of the Management Company declare that these condensed
interim financial information give a true and fair view of the state of the Fund’s affairs as at 31
December 2019.

Basis of measurement

These condensed interim financial statement have been prepared under the historical cost
convention, except that investments are stated at fair values.

Functional and presentation currency

These condensed interim financial information are presented in Pak Rupees, which is fund's
functional and presentation currency.

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies applied in this condensed interim financial information are the same
as those applied in the preparation of the annual financial statements of the fund for the year
ended June 30, 2019.

USE OF ESTIMATES AND JUDGEMENTS

The preparation of condensed interim financial information requires management to make
judgements, estimates and assumptions that affect the application of accounting policies and
the reported amounts of assets and liabilities, income and expense. Actual results may differ
from these estimates.

The significant judgements made by the Management in applying the Fund’s accounting policies
and the key sources of estimation uncertainty were the same as those that applied to the
annual financial statements as at and for the year ended 30 June, 2019

FINANCIAL RISK MANAGEMENT

The Fund's financial risk management objectives and policies are consistent with those disclosed
in the annual audited financial statements of the Fund for the year ended June 30, 2019.
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LAKSON INCOME FUND

6. BANK BALANCES

In local currency

In profit and loss sharing accounts

In current accounts

Note

6.1

December 31, June 30,
2019 2019
(Unaudited) (Audited)

(Rupees)

963,087,059 1,319,566,169
7,474 7,474

963,094,533 1,319,573,643

6.1  These represent profit and loss account maintained with banks carrying profit rates ranging
from 11.25% to 14.85% (June 30, 2019: 10.25% to 13.50%) per annum.

7. INVESTMENTS

Financial assets classified as at fair value through profit or loss

Government securities

- Market Treasury Bills 7.1 - 47,603,709
- Pakistan Investment Bonds - Fixed rate 7.2 204,040,289 198,904,134
- Pakistan Investment Bonds - Floating rate 7.3 125,925,000 122,712,500
Term Finance Certificates - Listed 7.4 136,797,881 238,302,895
Term Finance Certificates - Unlisted 7.5 264,590,293 134,988,291
Sukuk Certificates - Listed 7.6 161,793,979 180,389,676
893,147,442 922,901,205
Financial assets classified as at amortized cost
Commercial Papers 7.7 48,487,550 -
Term Deposit Receipts 7.8 430,000,000 -
478,487,550 -
1,371,634,992 922,901,205
7.1  Market Treasury Bills
Number of treasury bil Balance as at December 31, 2019
Market value | Market value
Number of ; Disposed / | Number of arryin arke nrealized |35 Percentage |as percentage
i | g, | ot | poneac | Sl || i | et | ottt
of the period | P& period the period
rrrrrrrrrrrrrrrrrrrrrr (Rupees) - | -——Percentage (%)—
Treasury Bills - 03 months (face value
of Rs. 100,000 each) 500 5,000 5,500
Total as at 31 December 2019 - - - N -
Total as at 30 June 2019 47,660,942 47,603,709 (57,233) ___ 2.11% ___ 5.16%

7.2 Pakistan Investment Bonds - Fixed Rate

............... Number of Pakistan Investment Bond - Balance as at December 31, 2019
Market value | Market value
Number of . Disposed / | Numberof | Carrying Market ineq |25 Percentage| as percentage
holdings ot d;:‘c’?:wte:e matured | holdings at Value value (;:-e::::) of netassets | of total
the beginning| ““ "8 | duringthe | end of of the Fund | investment
of the period | P period the period
Note Rupees] Percentage (96—
3 years Pakistan Investment Bond (face
value of Rs. 100,000 each) 960 2,446 3,406
S years Pakistan Investment Bond (face
value of Rs. 100,000 each) 950 950
10 years Pakistan Investment Bond
(face value of Rs. 100,000 each) 721 474 2,000 474 2,000 204,106,395 204,040289  (66,359) 9.06% 22.11%
Total as at December 31, 2019 204,106,395 204,040,289 (66,359) 906%  2241%
Total as at June 30, 2019 208,677,584 198,904,134 (9,773,450) 8.84% 21.55%
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7.2.1 This represent the Pakistan Investment Bond (PIB) with fixed rate coupon carry a rate of 8.75%

7.3

(30 June 2019: 8.75%) per annum and having maturity on 12 July 2028. The coupon will be
paid semi-annually. The face value of PIB - Fixed rate is Rs. 200 million (30 June 2019: 47.4

million).

Pakistan Investment Bonds - Floating Rate
Balance as at December 31, 2019
Market value | Market value
Number of . Disposed / | Numberof | cCarrying Market " as percentage |as percentage
holdings at d‘:‘c’?:"f:e matured | holdings at Value value a”":::::: o | of netassets | of total
the beginning erfﬂ d during the end of L of the Fund | investment
of the period | P period the period
Note Rupees) P g2 (96—
5 years Pakistan Investment Bond (face
value of Rs. 100,000 each) 731 1,250 1,250 122,712,500 125,925,000 3,212,500 5.31% 9.18%
Total as at 31 December 2019 122,712,500 125,925,000 3,212,500 5.31% 9.18%
124,475,000 122,712,500  (1,762,500) 5.45% 13.30%

Total as at 30 June 2019

7.3.1 This represent the Pakistan Investment Bond (PIB) with floating rate coupon carry a rate of
9.35% (June 30, 2018: 6.85%) per annum and having maturity on May 31, 2028. The coupon
will be paid and reset semi-annually. The face value of PIB - Floating rate is Rs. 125 million (June
30, 2019: 125 million)

7.4 Term Finance Certificates - listed

........... Number of certificates-—-—--—- Balance as at December 31, 2019
Number of Disposed / Number of i i Market value | Market value | Face value as
Name of Security holdings at d‘:‘r‘i"‘l‘;’f:e matured | holdings at e ooy (:rr‘r:f:::ﬂ) il iplvieini Lol vl
the beginning| oy during the end of of the Fund | investment issue
of the period period the period
Note - (Rupees) -
Commercial Banks
Bank Alfalah Limited - (V) (face
value of Rs. 5,000 each) 741 12,950 12,950 64,581,650 64,581,650 2.72% 4.71% 1.30%
HBL Tier-Il TFCs 10 years (face
value of Rs. 100,000 each) 742 750 750 73,713,295 72,216,231 (1,497,064) 3.05% 5.26% 0.75%
Total as at 31 December 2019 138,294,945 136,797,881 (1,497,064) 5.77% 9.97% 2.05%
Total as at 30 June 2019 238,911,404 238,302,895 (608,509) 10.59% 25.82% 2.07%

74.1

7.4.2

7.5

These represents listed term finance certificates and carry rate of mark-up equal to the base
rate of 6 months Karachi Inter Bank Offer Rate (KIBOR) per annum plus margin of 1.25%
receivable semi-annually in arrears with no floor or cap and will mature in February 2021. The
principal repayment for all the units shall be Rs. 12,950 per six months, except in case of the
last six monthly installment, where it shall be Rs. 64.556 million. These term finance certificates
are unsecured. The rating of the instrument is AA-.

These represent listed term finance certificates and carry a rate of mark-up equal to the base
rate of 6 months Karachi Inter Bank Offer Rate (KIBOR) per annum plus margin of 0.50% . These
term finance certificates are unsecured and the rating of the instrument is AA+.

Term Finance Certificates - Un-listed

Balance as at December 31, 2019
) . Market value | Market value| Face value as
Name ot secun Numberof | ooy | Disposed/ | Numberof | cCarrying Market | ullj.:::zltl::) /|25 percentage | as percentage | percentage of
lame of Security holdingsat |y ohe matured | holdings at value value appreciation | Of netassets | of total size of the
the beginning| 7 18 duringthe | end of PP of the Fund | investment | fesue
of the period period | the period
Note - (Rupees) ---
Commercial Bank
Silk Bank Limited PPTFC - 08 years
(face value of Rs. 5,000 each) 751 16,000 16,000 69,552,166 68,565,043 (987,123) 2.89% 5.00% 4.00%
BAHL Tier-1l TFCs 10 years ( face
value of Rs. 5,000 each) 752 20,000 8,000 28,000 139,944,000 139,944,000 5.90% 10.20% 0.00%
Investment Company
Jahangir Siddiqui Company Limited
PPTFC (face value of
Rs. 5,000 each) 753 15,000 15,000 56,053,125 56,081,250 28,125 2.36% 4.09% 5.00%
Total as at 31 December 2019 265,549,291 264,590,293 (958,998) 11.17% 19.29% 9.00%
Total as at 30 June 2019 137,257,493 134,988,291 (2,269,202) 6.00% 14.63% 9.00%
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7.5.1

This represents unlisted term finance certificates issued by Silk Bank Limited. Total size of the
issue is Rs. 2,000 million and the term of the TFCs is eight years commencing from the date of
issue of TFCs which was August 2017 and ending on August 2025. Profit on the instrument
shall be payable semi-annually in arrears on the outstanding balance and the first such profit
payment shall fall due 6 months from the issue date and subsequently every six months
thereafter. Profit rate shall be the average six months KIBOR + 1.85% per annum. The instrument
will be structured to redeem 0.14% of the issue amount during the first 7 years and remaining
99.86% in the last two semi annual instalments of 49.93% each. The instrument is unsecured
and subordinated to all other indebtedness of the Bank. The rating of the instrument is BBB+.

This represent unlisted term finance certificates and carry rate of mark-up equal to the base
rate of 6 months Karachi Inter Bank Offer Rate (KIBOR) per annum (plus margin of 1.40%)
receivable semi-annually in arrears with no floor or cap and will mature in July 2022. The
principal shall be redeemed in 8 equal semi annually installments. These term finance certificates
are secured. The rating of the instrument is AA+.

This represent unlisted term finance certificates and carry rate of mark-up equal to the base
rate of 6 months Karachi Inter Bank Offer Rate (KIBOR) per annum (plus margin of 1.40%)
receivable semi-annually in arrears with no floor or cap and will mature in July 2022. The
principal shall be redeemed in 8 equal semi annually installments. These term finance certificates
are secured. The rating of the instrument is AA.

7.6  Sukuk Certificates
----------- Number of certificates----------- Balance as at December 31, 2019
N Market value | Market value| Face value as
B Number of Acquired Disposed / | Number of Carrying Market Unrealized |as percentage| as percentage| percentage of
Name of Security holdings at | g i | matured | holdingsat | yalue value | (diminution)/| of netassets | oftotal | size of the
the beginning| 0 oy during the el appreciation | of the Fund | investment issue
of the period period | the period
Note | | | | (Rupees) ————————
Investment Company
Dawood Herculus Corporation Limited
(face value of Rs. 100,000 each) 7.6.1 420 - - 420 33,475,676 33,512,640 36,964 1.41% 2.48% 0.70%
Dawood Herculus Corporation
Limited - 05 Years (Face value of
100,000 each) 762 1,430 - - 1430 128,414,000 128281339 (132,661 5.41% 9.35% 2.38%
Total as at 31 December 2019 161,889,676 161,793,979 (95,697) 6.82% 11.80% 3.08%
Total as at 30 June 2019 180,976,378 180,389,676 ___(586,702) 8.01% 19.55% 3.08%

7.6.1

7.7

This represent sukuk certificates having face value 100,000 issued by Dawood Hercules
Corporation Limited having issue size of Rs. 6,000 million and tenor shall be 05 years which is
from November 2017 to November 2022. The profit rate shall be paid on quarterly basis and
carry rate of profit equal to the base rate of 3 months of Karachi Inter Bank Offer Rate (KIBOR)
plus margin of 1.00% per annum. Principal amount shall be redeemed in 08 equal semi-annual
installments starting from 18th month from the issue date. The rating of the instrument is AA.

This represent sukuk certificates having face value of Rs. 100,000 each issued by Dawood
Hercules Corporation Limited having issue size of Rs. 6,000 million and tenor of 05 years which
is from February 2018 to February 2023. The profit rate shall be paid on quarterly basis and
carry rate of profit equal to the base rate of 3 months of Karachi Inter Bank Offer Rate (KIBOR)
plus margin of 1.00% per annum. Principal amount shall be redeemed in 08 equal semi-annual
installments starting from 18th month from the issue date. The rating of the instrument is AA.

Commercial Paper

----------- (Number of Commercial Papers) ------------ Balance as at December 31, 2019

Market value | Market value
as percentage |as percentage
of netassets | of total

of the Fund | investment

Number of
holdings at

Disposed / | Numberof |  carrying Market
matured | holdings at Value value

the beginning during the end of
of the period period the period

Unrealized
(diminution)

Acquired
during the
period

Note Rupees) P P —

K-Electric CP-3 (6 Months) 7.71 500,000 - - 500,000 48,487,550 48,487,550 - 2.04% 3.54%

Total as at 31 December 2019 48,487,550 48,487,550 - 2.08% 3.54%
Total as at 30 June 2019 - B B B
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7.7.1 This represents 6 month commercial papers of K-Electric-I carrying mark up rate of 15.23%

7.8

9.1

9.2

9.3

(June 30, 2019: Nil) per annum and having maturity on March 19, 2020. The placement amounts
of commercial papers are Rs. 48.488 million (June 30, 2019: Nil). The rating of the instruments
is A-2.

These carries mark up at the rate ranging from 14.25% to 15.00% (June 30, 2019: nil) per
annum. These will mature on Oct 21, 2020 to Oct 27, 2021.

December 31, June 30,
2019 2019
(Unaudited) (Audited)
MARK-UP RECEIVABLE Note (Rupees)
Mark-up / return receivable on:
Term Deposit Receipts 11,786,302 -
Profit and loss sharing accounts 13,276,320 5,839,989
Term Finance Certificates 18,036,308 14,372,074
Government securities - Pakistan Investment Bonds 14,190,158 10,147,220
Sukuk certificates 2,214,258 2,234,953

59,503,346 32,594,236

PAYABLE TO THE MANAGEMENT COMPANY

Remuneration payable to the

Management Company 9.1 3,000,400 2,885,847
Sindh Sales Tax on remuneration to

Management Company 9.2 2,758,334 2,743,442
Federal Excise Duty on remuneration to

Management Company 9.3 16,177,075 16,177,075

21,935,809 21,806,364

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 1.5% per annum of the average annual net assets of the Fund.
However, the Management Company is currently charging a fee at the rate of 1.5% of the
average daily net assets of the fund. Remuneration is paid to management company in arrears
on a monthly basis.

The Sindh Provincial Government has levied Sindh Sales Tax at the rate of 13% (till 30 June
2019: 13%) on Management Company's remuneration. Above liability includes Rs. 2,368,285
(30 June 2018: Rs. 2,368,285) 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 31 December 2019 would have been
higher by 0.1078 (30 June 2019: 0.1063 per unit. This amount is payable to management
company for onward payment to the Government.

There is no change in the status of the appeal pending in the Supreme Court of Pakistan against
of the decision of Sindh High Court as more fully disclosed in the annual financial statements
for the year ended 30 June 2018 regarding the FED on management's remuneration. The
Management Company, as a matter of abundant caution, is carrying provision for FED for the
period from 13 June 2013 to 30 June 2016 aggregating to Rs.16.177 million. Had the provision
not been made, Net asset Value per unit of the Fund as at 31 December 2019 would have been
higher by Re. 0.74 (30 June 2019: Re. 0.73) per unit.

However, above mentioned expenses were not charged by the Management Company to the
Fund during the period under audit. Had the above expenses for the period, been charged to
the Fund, these would not have been material.
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10.

11

12.

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. Effective from 01 July 2019 the Trustee has revised the trustee fee
which is 0.075% per annum of the net assets.

Upto 30 June 2019 the Trustee was entitled to a monthly remuneration for services rendered
to the Fund under the provisions of the Trust Deed as per the following rates:

Net assets up to 1 billion 0.17% per annum of the daily average net assets of the
Fund,

Net assets ranging between Rs. 1.70 million plus 0.085% per annum of the daily average

Rs. 1 billion to Rs. 5 billion net assets of the Fund exceeding Rs 1 billion.

Net assets exceeding 5 billion Rs. 5.1 million plus 0.07% per annum of the daily average

net assets of the Fund exceeding Rs 5 billion.

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

This represents annual fee payable to SECP in accordance with the NBFC Regulations. Effective
from 01 July 2019 the SECP has revised the Annual SECP fee as under:

The Company is required to pay SECP an amount at the rate of 0.02% per annum of the average
daily net assets of the fund.

Upto 30 June 2019 the SECP was entitled for annual fee payable in accordance with the regulation
62 of the NBFC Regulation 2008, as per the following rates:

The Company is required to pay SECP an amount at the rate of 0.075% per annum of the average
daily net assets of the fund.

December 31, June 30,
2019 2019
(Unaudited) (Audited)
ACCRUED EXPENSES AND OTHER LIABILITIES (Rupees)
Auditors' remuneration 139,303 140,313
Payable to Sindh Workers' Welfare Fund 12.1 17,365,470 14,107,617
Brokerage payable 98,755 39,221
NCCPL payable 54,794 21,308
Printing and stationary payable 20,550 20,550
Withholding tax payable 20,161 780,548
Others 212,745 9,657
17,911,778 15,119,214
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12.1  Provision for Sindh Workers' Welfare Fund is being made on a daily basis pursuant to MUFAP's

13.

14.

15.

16.

recommendation to all its members on 12 January 2017 against the backdrop of the Sindh
Revenue Board (SRB) letter to certain 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 SWWF,
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 31 Dec 2019 is Rs. 17.365 million (June 30, 2019 :Rs.14.108
million).Had the provision unit of the Fund as at 31 Dec 2019 would have been higher by Re.
0.7907 (30 June 2019: Re. 0.6331) per unit.

This has been fully explained in 30 June 2019 financial statements.
TOTAL EXPENSE RATIO

As per the SECP circular vide direction no. 23 dated July 20, 2016 and as referred in Regulations
60(5) of the Non-Banking Finance Companies and Notified Entities Regulations, 2008 (the
"Regulations"), Total Expense Ratio (TER) calculated inclusive of Sindh Sales Tax and SECP fee
is 2.17% as of December 31, 2019 (December 31, 2018: 2.14%) and this includes 0.50%
(December 31, 2018: 0.42%) representing Sindh Sales tax and SECP fee.

CONTINGENCIES AND COMMITMENTS

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

TAXATION

The Fund is exempt from taxation under clause 99 of the Part | of the 2nd Schedule of the
Income Tax Ordinance, 2001, subject to the condition that not less than 90% of its 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. The management intends to distribute at least
90% of the income earned (if any) during the year by the Fund to the unit holders.

TRANSACTIONS AND BALANCES WITH RELATED PARTIES / CONNECTED PERSONS

Connected persons / related parties include Lakson Investments Limited being the Management
Company, Central Depository Company of Pakistan Limited (CDC) being the trustee and the
custodian ,SIZA services (Private) Limited being holding company of the management company,
Siza Services (Private) Limited being holding company of the Management Company, associated
companies of the Management Company, key management personnel and other funds being
managed by the Management Company, staff retirement benefits of related parties and other
entities having more than 10% holding in the units of the Fund as at December 31, 2019. funds
of the above related parties / connected persons.
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Transactions and balances with related parties other than those disclosed elsewhere are as

follows:
December 31, June 30,
2019 2019
16.1 Details of balances with related parties / connected (Unaudited) (Audited)

persons at the period end (Rupees)
Lakson Investments Limited - Management

Company of the Fund
Remuneration for the period 3,000,400 2,885,847
Sindh sales tax and Federal Excise Duty on

remuneration of Management Company 18,935,409 18,920,517
Central Depository Company of Pakistan

Limited - Trustee of the Fund
Remuneration for the period 161,929 257,267
Security Deposit 100,000 100,000

16.2 Other transactions during the period

Lakson Investments Limited -
Management Company of the Fund
Remuneration for the period 18,063,192 27,856,663
Sindh sales tax and Federal Excise Duty on

remuneration of Management Company 2,348,215 3,621,366
Dividend Paid 13,637 13,637
Central Depository Company of

Pakistan Limited - Trustee of the Fund
Remuneration for the period 1,020,570 2,267,952
Settlement charges 171,357 171,357
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17.

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.

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 (that is, as prices) or indirectly (that is, derived from prices) (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.

December 31, 2019 (Un-Audited)
Carrying amount Fair Value
Mandatory at Fair " N
Amortized Other Financial
On-balance sheet financial instruments Value through cost Liabilities Level 1 Level 2 Total
profit or loss
Note Rupees)
Financial assets measured at fair value
Investments 893,147,442 - 893,147,442 - 893,147,442 893,147,442
Financial assets not measured at fair value
Bank balances - 963,094,533 963,094,533 -
Mark-up receivable - 59,503,346 59,503,346 -
Investments - 478,487,550 478,487,550
17.1 - 1,501,085,429 1,501,085,429
Financial liabilities not measured at fair value
Payable to the Management Company - 21,935,809 21,935,809
Payable to the Trustee - 161,929 161,929
Accrued expenses and other liabilities - 526,147 526,147
72,623,885 72,623,885
June 31, 2019 (Audited)
Carrying amount Fair Value
Mandatory at Fair " A
Amortized Other Financial
On-balance sheet financial instruments Value through cost Liabilities Level 1 Level 2 Total
profit or loss
Note (Rupees)
Financial assets measured at fair value
Investments 922,901,205 - 922,901,205 - 922,901,205 922,901,205
Financial assets not measured at fair value
Bank balances - 1,319,573,643 1,319,573,643
Mark-up receivable - 32,594,236 32,594,236
17.1 - 1,352,167,879 1,352,167,879
Financial liabilities not measured at fair value
Payable to the Management Company - 21,806,364 21,806,364
Payable to the Trustee - 257,267 257,267
Accrued expenses and other liabilties - 231,049 231,049 -
- 22,294,680 22,294,680 -
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17.1 The Fund has not disclosed the fair values for these financial assets and financial liabilities, as these
are either short term in nature or repriced periodically. Therefore, their carrying amounts are
reasonable approximation of their fair values.

18. GENERAL
Figures have been rounded off to the nearest rupee unless otherwise stated.

19. DATE OF AUTHORIZATION FOR ISSUE

This condensed interim financial information was authorized for issue on February 20, 2020 by the
Board of Directors of the Management Company.

For Lakson Investments Limited
(Management Company)

Chief Executive Officer Chief Financial Officer Director
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