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MISSION AND VISION

To provide world class investment management
and advisory services for the benefit of clientele
looking to maximize their financial returns while
minimizing risk.

To amplify our client-centricity by inspiring
innovation, championing customer service,
generating competitive returns, and honoring the
utmost ethical and professional standards.

MISSION STATEMENT

Faysal Financial Sector Opportunity Fund seeks
to provide a competitive rate of return to its investors
by investing in money market and debt instruments
with major exposure in financial sector.
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FUND MANAGER'S REPORT
ECONOMIC REVIEW

Pakistan faced unprecedented economic shocks from the rapid spread of the Covid-19 towards the
last quarter of FY20. The headline inflation for June 2020 slightly increased to 8.6% vs. 8.2% in May
2020; however, the declining aggregate demand is softening outlook for inflation. Although, energy
prices are volatile, economic deterioration will keep inflation range bound. Therefore, we expect inflation
momentum to remain below 10% by FY21.

In response, during FY20 the State Bank of Pakistan has cut the policy rate 5 times by 625 bps to 7.0%
with a priority of supporting growth and employment amidst these challenging times. During last rate
cut, it was expecting 1) moderation in inflation expectations and 2) increasing downside risk to growth.
Current very low real rate (monetary stimulus) can provide cushion against demand and supply shocks.
We believe that Central Bank has undertaken the required monetary easing to balance declining
economic growth. However, the policy rate can hover in range of 9% - 10% in medium term.
Furthermore, the Current Account Deficit for June 2020 has reduced to USD 96mn compared to USD
981mn in June 2019. The external accounts continue to benefit from lower imports and resilient
remittances. Overall, during FY20, CAD has clocked in at USD 2.97bn/1.1% of GDP vs. USD 13.43bn
in FY19. We expect CAD to remain favorable over foreseeable future due muted growth environment.
Towards the end of FY20 the PKR/USD was hovering at 168, with REER at 93 and FX reserves of
USD 11.23bn.

Fiscal Deficit for FY20 has clocked in at 8.1% vs. 8.9% of GDP in FY19. Total Revenue increased by
27.98% YoY to PKR 6.27tn compared to PKR 4.90tn in FY20. The increase was led by Non-Tax
Revenue recorded at PKR 1.52tn in FY20 vs. PKR 427bn in FY19. Going forward, we expect deficit
to remain on higher side as Government shall face difficulty in revenue mobilization.
The situation on ground is improving as Pakistan has found a bright spot on COVID-19 curve. The
Government, in line with other economies, has further eased the smart lockdown. However the economic
outlook remains challenging with expectation of meager real GDP growth in 2021.

MONEY MARKET REVIEW

During FY20, Government borrowed 1) PKR 14.75tn in Treasury Bills and 2) PKR 2.07tn in Pakistan
Investment Bonds. The weighted average yields declined as Central bank, in a series of meetings,
reduced policy rate by 625bps to 7.0%. TTM fiscal deficit for March 2020 has clocked in at 7.2% vs.
5.0% of GDP in March 2019 as Ministry of Finance underperformed on revenue targets and privatization
process. Going forward, we expect deficits to remain on higher side as Government shall face difficulties
in revenue mobilization.

Weighted average yields

T-bills PIBs
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Yield curve

During the year, the entire yield curve shifted downward in 2HFY20 as Central bank undertook rounds
of monetary easing. It remained inverted at shorter end because of expectations of subdued inflation
due to COVID-19.
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As of March 2020, Pakistan total debt stands at PKR 40.5trn or 93% of GDP. The domestic/external
debt ratio is 38%/62% of GDP respectively. Central bank is making proactive approach to promote
growth and employment by conducting monetary easing. The current macro-environment is expected
to continue until the Country fully recovers from COVID-19.

Fund Type Open Ended
Category Income scheme
Stability Rating AA-(f) (PACRA)
Risk Profile Moderate
Launch Date July 5, 2013
Custodian/Trustee CDC
Auditor A.F. Ferguson & Co.
Management Fee* Upto 1% of Average Annual N.A. {Actual Rate of Management Fee Charged is 0.20%)
Selling and Marketing Expense | 0.30%
Front end Load Up to 2% of NAV
Back end Load Nil
Min Subscription PKR. 5,000
Benchmark Six months KIBOR rates
Pricing Mechanism Forward
Dealing Days Monday-Friday
Cut-Off Timing Yam-5pm
AMC Rating AM2 (VIS)
NAV per Unit (PKR) 101.98
Net Assets(PKR mn) 1,082.00
Leverage Nil
FY20 FY19
YTD 12.91% §.81
Benchmark (YTD) 12.22% 10.21
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Asset Allocation ! Others incuding
Comm;; (r)iazlgzapers’ Receivables, 1.60%

TFCs/Sukuk, 2.04%

\ /Cash ,85.94%

NR, 1.60%

Asset Quality et 1/3,;-. 210% A+, 0.35%

AA+,1.35%

\\ / AR, 83.50%

FUND PERFORMANCE

Faysal Financial Sector Opportunity Fund (FFSOF) yielded an annualized return of 12.91% FY20
relative to its benchmark of 12.22%. At the end of the period, cash allocations with banks increased
to 85.94% by offloading T-bills however maintained exposure in commercial paper and TFC's. Given
current allocation susceptibility of the portfolio is significantly reduced, making it more suitable for long

term investors with requiring a sustainable income.




7

Faysal Asset Management Faysal Financial Sector Opportunity Fund

CENTRAL DEPOSITORY COMPANY
OF PAKISTAN LIMITED

Head Office

CDC House, 99-B, Block 'B*
S.M.C.H.S. Main Shahra-e-Faisal
Karachi - 74400. Pakistan.

Tel: (92-21) 111-111-500

Fax: (92-21) 34326021 - 23
URL: www.cdcpakistan.com
Email: info@cdcpak.com

[5'@

TRUSTEE REPORT TO THE UNIT HOLDERS
FAYSAL FINANCIAL SECTOR OPPORTUNITY 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 Faysal
Financial Sector Opportunity Fund (the Fund) are of the opinion that Faysal Asset
Management Limited being the Management Company of the Fund has in all material
respects managed the Fund during the year ended June 30, 2020 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

(ii))  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.

W
Badiuddin Akber
Chief Executive Officer
Central Depository Company of Pakistan Limited

Karachi: September 23, 2020
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INDEPENDENT AUDITOR’S REPORT

To the Unit Holders of Faysal Financial Sector Opportunity Fund
Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Faysal Financial Sector Opportunity Fund (the Fund), which
comprise the statement of assets and liabilities as at June 30, 2020, and the income statement, statement
of comprehensive income, statement of movement in unit holders’ fund and cash flow statement for the
yeall.r then ended, and notes to the financial statements, including a 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 June 30, 2020, 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 as adopted by the Institute of Chartered Accountants of Pakistan (the Code) and we have
fulfilled our other ethical responsibilities in accordance with the 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 period. 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.No. | Key Audit Matter How the matter was addressed in our audit
1 Net Asset Value

(Refer notes 4 and 5 to the financial statements)

The investments and balances with banks Ouraudit procedures included the following:

constitute the most significant component of the

net asset value. The investments of the Fund as key controls for valuation of investments;

at June 30, 2020 amounted to Rs 144.619 million = i s

and balances with banks aggregated to Rs Obtained independent confirmations for verifying the

953.520 million. existence of the investment portfolio and balances with
A " banks as at June 30, 2020 and traced balances in these

The existence and  proper valuation  of confirmations with the books and records of the Fund.

lbnvelfn?en:ﬂ sng e)glstet_rxce ?;I:‘f;]a?:ﬁs va’c]l Where such confirmations were not available,

anks for the determination of of the Fun i W rformed;

as at June 30, 2020 was considered a high risk = lternifB G L pIoCEAIER WErSpS :

area and therefore we considered this as a key

audit matter.

Tested the design and operating effectiveness of the

Re-performed valuation to assess that investments are
carried as per the valuation methodology specified in
the accounting policies; and

= Obtained bank reconciliation statements and tested
reconciling items on a sample basis.

A

A. F. FERGUSON & CO., Chartered Accountants, a member firm of the PwC network
State Life Building No. 1-C, II. Chundrigar Road, P.O. Box 4716, Karachi-74000, Pakistan
Tel: +92 (21) 32426682-6/32426711-5; Fax: +92 (21) 32415007/32427938/32424740; <www.pwe.com/pk>

«KARACHI « LAHORE = ISLAMABAD
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Other Matter

The financial statements of the Fund for the year ended June 30, 2019 were audited by another firm of
Cgartered Accountants who expressed an unmodified opinion thereon vide their report dated September
26, 2019.

Other Information

Managemgnt is responsible for the other information. The other information comprises the information
lt;cluded in the Annual Report, but does not include the financial statements and our auditor’s report
ereon.

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 Board of Directors of the Management Company 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.

Board of directors of the management company is 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 that
includes 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.




10 ‘ Faysal Asset Management Faysal Financial Sector Opportunity Fund

e 3
pwc AFFERGUSON&CO.

. Evz'lluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

«  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 board of directors of the management company 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 board of directors of the management company 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 board of directors of the management company, we determine those
matters that were of most significance in the audit of the financial statements of the current period 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 Requirement

Based on our audit, we further report that in our opinion the financial statements have been prepared in
all material respects in accordance with the relevant provisions of the Non-Banking Finance Companies
and Notified Entities Regulations, 2008.

The engagement partner on the audit resulting in this independent auditor’s report is Shahbaz Akbar.

A&wrwvw

A. F. Ferguson & Co.
Chartered Accountants
Karachi

Date: September 28, 2020
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Statement of Assets and Liabilities
As At June 30, 2020

Assets

Balances with banks

Investments

Advance against subscription of debt securities
Deposits, prepayments and other receivables
Total assets

Liabilities

Payable to Faysal Asset Management Limited - Management Company
Payable to Central Depository Company of Pakistan Limited - Trustee
Payable to the Securities and Exchange Commission of Pakistan
Accrued expenses and other liabilities

Dividend payable

Total liabilities

Net assets
UNIT HOLDERS' FUND (AS PER STATEMENT ATTACHED)

CONTINGENCIES AND COMMITMENTS

NUMBER OF UNITS IN ISSUE

NET ASSET VALUE PER UNIT

The annexed notes from 1 to 28 form an integral part of these financial statements.

For Faysal Asset Management Limited
(Management Company)

Note

© o N

-
(=}

1"

Chief Financial Officer Chief Executive Officer

2020 2019
mmmmmmmnmnnn (RUPEES) mmmmmmmmmeeee
953,519,777 567,674,328
144,618,913 111,628,809

- 23,185,438
11,350,543 7,665,223
1,109,489,233 710,153,798
7,643,043 1,185,610
101,906 91,036
278,772 342,676
19,466,820 5,665,092

- 433,756
27,490,541 7,718,170
1,081,998,692 702,435,628
1,081,998,692 702,435,628

------- (Number of units) -------

10,610,073 6,900,747

mmmmmmmmmmnnns (RUPEES) =mmmmmmmmmmnnn

101.98 101.79
Director
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Income Statement
For The Year Ended June 30, 2020

Note

Income

Interest on term finance certificates

Profit on sukuk certificates

Interest on Pakistan Investment Bonds
Interest on Market Treasury Bills

Profit on commercial papers

Profit on balances with banks

Net realised gain / {loss) on sale of investments

Net unrealised diminution on re-measurement of investments
classified as 'financial assets al fair value through profit or loss' 5.6
Total income

Expenses

Remuneration of Faysal Asset Management Limited - Management Company al
Sindh Sales Tax on remuneration of the Management Company 7.2
Allocated expenses 7.3
Selling and marketing expenses 7.4
Remuneration of Central Depository Company of Pakistan Limited - Trustee 81
Sindh Sales Tax on remuneration of the Trustee 8.2
Annual fees to Securities and Exchange Commission of Pakistan 9.1

Brokerage expenses

Bank charges

Auditors' remuneration 12
Fee and subscription

Total expenses

Net income from operating activities
Provision for Sindh Workers Welfare Func 10.1

Net income for the year before taxation
Taxation 13

Net income for the year after taxation
Earnings per unit 15

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
Excluding capital gains

The annexed notes from 1 lo 28 form an integral part of these financial statements.

For Faysal Asset Management Limited
(Management Company)

Chief Financial Officer Chief Executive Officer

2020 2019
(Rupees)
4,920,908 5,501,007
14,795,933 -
1,376,949 -
13,946,633 83,119
7,519,371 666,873
136,997,004 41,202,134
5,670,699 (471)
185,227,497 47,452,662
(188,096) (299,980)
185,039,401 47,152,682
5,027,837 2,284,675
653,619 297,006
1,520,979 455,278
1,942,087 -
1,046,888 776,805
136,095 100,984
278,797 342,701
681,385 373,231
76,318 25,295
183,010 152,655
252,194 254,539
11,799,209 5,063,169
173,240,192 42,089,513
3,464,804 841,790
169,775,388 41,247,723
169,775,388 41,247,723
169,775,388 41,247,723
(115,046,068)  _ (18.726,272)
54,729,320 22,521,451
5,482,603 -
49,246,717 22,521,451
54,729,320 22,521,451
Director




13 | Faysal Asset Management

Statement of Comprehensive Income
For The Year Ended June 30, 2020

Net income for the year after taxation

Other comprehensive income for the year

Total comprehensive income for the year

Faysal Financial Sector Opportunity Fund

2020 2019
---------- (Rupees) ----===-==-
169,775,388 41,247,723
169,775,388 41,247,723

The annexed notes from 1 to 28 form an integral part of these financial statements.

Chief Financial Officer

For Faysal Asset Management Limited
(Management Company)

Chief Executive Officer

Director
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Cash Flows Statement
For The Year Ended June 30, 2020

CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the year before taxation

Adjustments for:

Net unrcf'alg_jscd gjminuii non chrn?asurqme t of investment
classified a5 Tinancial assets at fair value

rough profif or loss’

Decrease / (increase) in assets

Investments

Advance against subscription of debt securities
Deposits, prepayments and other receivables

(Decrease) / increase in liabilities

Payable to Faysal Asset Management Limited - Management Company
Payable to Central Depository Company of Pakistan Limited - Trustee
Payable to the Securities and Exchange Commission of Pakistan
Accrued expenses and other liabilities

Net cash generated from / (used in) operating activities

CASH FLOWS FROM FINANCING ACTIVITIES

Note

Receipts against issuance and conversion of units net of refund of element

Payments against redemption and conversion of units
Dividend paid
Net cash generated from financing activities

Net increase in cash and cash equivalents during the year
Cash and cash eqguivalents at beginning of the year

Cash and cash equivalents at end of the year

4

Faysal Financial Sector Opportunity Fund

2020 2019
------------- (Rupees) -------------
169,775,388 41,247,723

188,096 299,980
(33,178,200) (97,788,466)
23,185,438 (6,549,137)
(3,685,320) (5,104)
(13,678,082) (104,342,707)
6,457,433 981,813
10,870 73,152
(63,904) 229,415
13,801,728 3,707,949
20,206,127 4,992,329
176,491,529 (57,802,675)
8,466,836,901 2,477,518,963

(8,204,332,589)
(53,150,392)

(1,902,995,108)
(23,574,147)

The annexed notes from 1 to 28 form an integral part of these financial statements.

For Faysal Asset Management Limited

(Management Company)

Chief Financial Officer

Chief Executive Officer

209,353,920 550,949,708
385,845,449 493,147,033
567,674,328 74,527,295
953,619,777 567,674,328
Director
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Statement of Movement in Unit Holders’ Fund

For The Year Ended June 30, 2020

Faysal Financial Sector Opportunity Fund

June 30, 2020 June 30, 2019
Capital value || Undistributed ” Total Capital value || Undistribted Total
income income
Rupees) (Rupees)
Net assets at beginning of the year 697,249,798 5185830 702435628 103,999,671 6672282 110,671,953
Issuance of 77,931,950 units (2019: 23,695,163 units)

- Capital value (at ex-dividend net assets value 7,932,693,191 7,932,693,191 2,519,506,682 - 2,519,506,682

per unit at the beginning of year)

- Element of income / (joss) 651,012,504 651,012,594 |[ (16,108 844) - (16,108 844)
Total proceeds on issuance of units 8,583,705,785 8,583,705,785  2,503,397,838 - 2,503,397,838
Redemption of 74,222,624 units (2019: 17,835,297 units)

- Capital value (at ex-dividend net assets value (7,555,120,897) (7,555,120,807)| | (1,896,427,130)| - (1,896,427,130)|

- Element of loss / (income) (534,165,624)| | (115,046,068 (649,211,692)] 12,158,204 (18,726,272) (6,567,978)
Total payments on redemption of units (8,089,286,521)  (115,046,088) (8,204,332,589) (1,884,268,836) (18,726,272)  (1,902,995,108)
Total comprehensive income for the year 169,775,388 169,775,388 41,247,723 41,247,723
Final cash distribution for the year ended June 30, 2018

@ Rs.3.50 per unit (declared on July 6, 2018) (1,215,752) (3,645,159) (4,860,911)
Final cash distribution for the year ended June 30, 2019

@ Rs.8.82 per unit (declared June 25, 2018) (24,663,123) (20,362,744) (45,025,867,
Final cash distribution for the year ended June 30, 2020

@ Rs. 12.96 per unit (declared June 25, 2020) (116,868 884), (52,716,636 (169,585,520)| - - -
Net income for the year less distribution (116,868,884) 117,058,752 189,868 (25,878,875) 17,239,820 (8,639,055)
Net assets at end of the year 1,074,800,178 7198514 _ 1,081998,692 697,249,798 5,185,830 702435628
Undistributed income brought forward

- Realised income 5485810 6,454,188

- Unrealised (loss) / income (289,980 218,094

5,185,830 6,672,282
Final cash distribution for the year ended June 30, 2018
@ Rs.3.50 per unit (declared cn July 6, 2018) (3,645,159)
Final cash distribution for the year ended June 30, 2019
(@ Rs.8.82 per unit (declared on June 25, 2019) (20,362,744)
Final cash distribution for the year ended June 30, 2020
@ Rs. 12.96 per unit (declared on June 25, 2020) (52,716,636)
Accounting income available for distribution
- Relating to capital gains
- Excluding capital gains
Undistributed income carried forward
Undistributed income carried forward
- Realised income 7,386,610 5,485,810
- Unrealised loss 188,096 (299,980
7198514 5,185,830
(Rupees) (Rupees)
Net assets value per unit at beginning of the year 101.79 106.33
Net assets value per unit at end of the year 101.88 101.79

The annexed notes from 1 to 28 form an integral part of these financial statements.

For Faysal Asset Management Limited

Chief Financial Officer

(Management Company)

Chief Executive Officer

Director
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Notes to the Financial Statements
For The Year Ended June 30, 2020
1  LEGAL STATUS AND NATURE OF BUSINESS

1.1 Faysal Financial Sector Opportunity Fund (the Fund) was established under a Trust Deed executed
between Faysal Asset Management Limited as the Management Company and Central Depository
Company of Pakistan Limited (CDC) as Trustee. The Trust Deed was executed on May 28, 2013
and was approved by the Securities and Exchange Commission of Pakistan (SECP) under the
Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003, (NBFC Rules)
and the Non-Banking Finance Companies and Notified Entities Regulations, 2008, (NBFC
Regulations, 2008). The Management Company has been licensed by Securities and Exchange
Commission of Pakistan (SECP) to act as an Asset Management Company under the NBFC
Rules and NBFC Regulations, 2008 through a certificate of registration issued by SECP. The
registered office of the Management Company of the Fund is situated at West Wing, 7th Floor,
Faysal House, ST-02, Shahrah-e-Faisal, Karachi, Pakistan.

1.2 The Fund has been categorised as an open-end income scheme by the Board of Directors of the
Management Company pursuant to the provisions contained in circular 7 of 2009 and is listed
on the Pakistan Stock Exchange Limited. The units of the Fund were initially offered for public
subscription at a par value of Rs.100 per unit. Thereafter, the units were being offered for public
subscription on a continuous basis from July 06, 2013 and are transferable and redeemable by
surrendering them to the Fund.

1.3 The objective of the Fund is to provide a competitive rate of return to its investors by investing
in money market and debt instruments with major exposure in financial sector.

1.4 Thetitle to the assets of the Fund are held in the name of Central Depository Company of Pakistan
Limited (CDC) as the Trustee of the Fund.

1.5 The Pakistan Credit Rating Agency Limited (PACRA) has assigned a "AA-(f)" fund stability rating
to Faysal Financial Sector Opportunity Fund on April 17, 2020 (2019: AA-(f) dated April 17, 2019).
The Management Company has been assigned a quality rating of AM2 by VIS dated February
18, 2020 (2019: AM3+ dated June 24, 2019).

2 BASIS OF PREPARATION

2.1 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:

- 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) and requirements of the Trust Deed.




17

Faysal Asset Management Faysal Financial Sector Opportunity Fund

Notes to the Financial Statements
For The Year Ended June 30, 2020

2.2

2.3

2.4

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 and requirements
of the Trust Deed 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, the NBFC Regulations and requirements of the Trust Deed have been followed.

Standards, interpretations and amendments to published accounting and reporting standards that
are effective in the current year

There are certain amendments to standards and interpretations that are mandatory for the Fund's
accounting period beginning on or after July 1, 2019 but are considered not to be relevant or do
not have any significant effect on the Fund's operations and are, therefore, not disclosed in these
financial statements.

Standards, interpretations and amendments to published accounting and reporting standards that
are not yet effective

The following amendments would be effective from the dates mentioned below against the
respective amendment:

Effective date (accounting
Amendments periods beginning on or after)

- 1AS 1 - 'Presentation of financial statements' (amendment)
January 1, 2020
- 1AS 8 - 'Accounting policies, change in accounting
estimates and errors' (amendment) January 1, 2020

These amendments may impact the financial statements of the Fund on adoption. The Management
is currently in the process of assessing the full impact of these amendments on the financial
statements of the Fund.

There are certain other standards, amendments and interpretations that are mandatory for the
Fund's accounting period beginning on or after July 1, 2020 but are considered not to be relevant
or will not have any significant effect on the Fund's operations and are therefore not disclosed
in these financial statements.

Critical accounting estimates and judgments

The preparation of financial statements in accordance with the accounting and reporting standards
as applicable in Pakistan requires the management to make judgments, estimates and assumptions
that affect the application of policies and reported amounts of assets and liabilities, income and
expenses. The estimates, judgments and associated assumptions are based on historical experience
and various other factors including expectations of future events that are believed to be reasonable
under the circumstances, the results of which form the basis of making judgments about carrying
values of assets and liabilities. The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised in the year in which the estimate
is revised if the revision affects only that year, or in the year of revision and future years if the
revision affects both current and future years.
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The estimates and judgments that have a significant effect on the financial statements of the Fund
relate to classification, valuation and impairment of financial assets (note 3.3 and 5) and provision
for taxation (note 3.13 and 13).

2.5 Accounting convention
These financial statements have been prepared under the historical cost convention except for
investments classified as 'at fair value through profit or loss' which are measured at their respective
fair values.

2.6 Functional and presentation currency
Items included in these financial statements are measured using the currency of the primary
economic environment in which the Fund operates. These financial statements are presented in
Pakistani Rupees which is the Fund's functional and presentation currency.

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

3.1 The principal accounting policies applied in the preparation of these financial statements are set
out below. These policies have been consistently applied to all the years presented.

3.2 Cash and cash equivalents

These comprise balances with banks in savings and current accounts, cheques in hand and other
short-term highly liquid investments with original maturities of three months or less.

3.3 Financial assets
3.3.1 Classification and subsequent measurement
3.3.1.1 Debt instruments

IFRS 9 has provided a criteria for debt securities whereby these debt securities are either classified
as:

- amortised cost

- at fair value through other comprehensive income (FVOCI)

- at fair value through profit or loss (FVPL) based on the business model of the entity

based on the business model of the entity.

However, IFRS 9 also provides an option whereby securities managed as a portfolio or group of
assets and whose performance is measured on a fair value basis, to be recognised at FVPL. The
Fund is primarily focused on fair value information and uses that information to assess the assets’

performance and to make decisions. Therefore the management considers its investment in debt
securities as being managed as a group of assets and hence has classified them as FVPL.
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3.3.2

Impairment

The Fund assesses on a forward looking basis the expected credit loss (ECL) associated with
it's financial assets (other than debt instruments) carried at amortised cost and FVOCI. The Fund
recognises loss allowances for such losses at each reporting date. The measurement of ECL
reflects:

- An unbiased and probability weighted amount that is determined by evaluating a range of
possible outcomes;

- The time value of money; and

- Reasonable and supportable information that is available without undue cost or effort at the
reporting date about past events, current conditions and forecasts of future economic conditions.

Impairment loss on debt securities

Provision for non-performing debt securities is made on the basis of time-based criteria as
prescribed by the SECP and based on management's assessment made in line with its provisioning
policy approved by the Board of Directors of the Management Company in accordance with the
guidelines issued by the SECP. Impairment losses recognised on debt securities can be reversed
through the Income Statement.

As allowed by the SECP, the Management Company may make provision against debt securities
over and above the minimum provision requirement prescribed by the SECP, in accordance with
the provisioning policy duly approved by the Board of Directors.

Regular way contracts

All regular way purchases and sales of financial assets are recognised on the trade date i.e. the
date on which the Fund commits to purchase or sell the asset. Regular way purchases / sales
of assets require delivery of securities within two days from the transaction date as per the stock
exchange regulations.

Initial recognition and measurement

Financial assets are recognised at the time the Fund becomes a party to the contractual provisions
of the instruments. These 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 recognised
in the Income Statement.

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. Any gain or loss on derecognition of financial assets is taken to the Income
Statement.
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3.3.7 Derivatives

3.4

3.5

3.6

3.7

3.8

Derivative instruments are initially recognised at fair value and subsequent to initial measurement
each derivative instrument is remeasured to its fair value and the resultant gain or loss is recognised
in the Income Statement.

Financial liabilities

Financial liabilities are recognised at the time when the Fund becomes a party to the contractual
provisions of the instruments. These are initially recognised at fair values and subsequently stated
at amortised cost.

A financial liability is derecognised when the obligation under the liability is discharged, cancelled
or expired. Any gain or loss on derecognition of financial liabilities is taken to the Income Statement.

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.

Provisions

Provisions are recognised when the Fund has a present, legal or constructive, obligation as a
result of past events, it is probable that an outflow of resources embodying economic benefits will
be required to settle the obligation and a reliable estimate of the obligation can be made. Provisions
are regularly reviewed and adjusted to reflect the current best estimate.

Net asset value per unit

The Net Asset Value (NAV) per unit as disclosed in the Statement of Assets and Liabilities is
calculated by dividing the net assets of the Fund by the number of units in circulation at the year
end.

Issue and redemption of units

Units issued are recorded at the offer price, determined by the Management Company for the
applications received by the Management Company / distributors during business hours on that
day. The offer price represents the Net Asset Value (NAV) per unit as of the close of the business
day, plus the allowable sales load and provision of any duties and charges if applicable. The sales
load is payable to the Management Company / distributors.

Units redeemed are recorded at the redemption price applicable to units for which the Management
Company / distributors receive redemption applications during business hours of that day. The
redemption price is equal to NAV as of the close of the business day, less an amount as the
Management Company may consider to be an appropriate provision of duties and charges.
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3.9

3.10

3.11

3.12

3.13

Distributions to unit holders

Distributions to the unit holders are recognised upon declaration and approval by the Board of
Directors of the Management Company. Based on the Mutual Funds Association of Pakistan's
(MUFAP) guidelines duly consented by the SECP, distribution for the year also includes portion
of income already paid on units redeemed during the year.

Distributions declared subsequent to the year end reporting date are considered as non-adjusting
events and are recognised in the financial statements of the year in which such distributions are
declared and approved by the Board of Directors of the Management Company.

Element of income / (loss) and capital gains / (losses) included in prices of units issued less those
in units redeemed

Element of income represents the difference between Net Asset Value per unit on the issuance
or redemption date, as the case may be, of units and the net assets value per unit at the beginning
of the relevant accounting period. Further, the 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 the same ex-dividend net asset value of all units outstanding on the accounting date,
net element of income contributed on issue of units lying in unit holders fund is refunded on units
in the same proportion as dividend bears to accounting income available for distribution.

Revenue recognition

- Gains / (losses) arising on sale of investments are included in the Income Statement, on the
date when the transaction takes place.

- Unrealised gains / (losses) arising on revaluation of securities classified as financial assets 'at
fair value through profit or loss' are included in the Income Statement in the period in which
they arise.

- Profit on balances with banks and government securities is recognised on a time proportion
basis using the effective yield method.

- Income on commercial papers, sukuk certificates and term finance certificates is recognized
on a time proportionate basis using the effective yield method, except for the securities which
are classified as Non-Performing Asset under Circular No. 33 of 2012 issued by the SECP for
which the profits are recorded on cash basis.

Expenses

All expenses chargeable to the Fund including remuneration of the Management Company, Trustee
and annual fee of SECP are recognised in the Income Statement on an accrual basis.

Taxation
Current
Provision for current taxation is based on taxable income at the current rates of taxes after taking

into account tax credits and rebates, if any. The charge for current tax is calculated using the
prevailing tax rates.
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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 90 percent
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 at least 90 percent of the accounting income, 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. Moreover, super tax introduced
in the Finance Act, 2015, is also not applicable on funds (Section 4B of the Income Tax Ordinance,
2001).

Deferred

Deferred tax is accounted for using the balance sheet liability method in respect of all temporary
differences arising from differences between the carrying amount of assets and liabilities in the
financial statements and the corresponding tax bases used in the computation of the taxable profit.

The deferred tax liabilities are generally recognised for all taxable temporary differences and
deferred tax assets are recognised to the extent that it is probable that taxable profits will be
available against which the deductible temporary differences, unused tax losses and tax credits
can be utilized. Deferred tax is calculated at the rates that are expected to apply to the period
when the differences reverse based on substantively enacted tax rates.

3.14 Earnings / (loss) per unit

Earnings / (loss) per unit is calculated by dividing the net profit / loss of the year after taxation of
the Fund by the weighted average number of units outstanding during the year.

Earnings / (loss) per unit has not been disclosed as, in the opinion of the management, the
determination of cumulative weighted average number of outstanding units for calculating EPU
is not practicable.

3.15 Foreign currency translation

Transactions denominated in foreign currencies are accounted for in Pakistani Rupees at the
exchange rates prevailing at the dates of the transactions. Foreign exchange gains and losses
resulting from the settlement of such transactions and from the translation at year end exchange
rates for monetary assets and liabilities denominated in foreign currencies are recognised in the
Income Statement.

Note 2020 2019
4 BALANCES WITHBANKS e (Rupees) --m--s-mmemue

Balances with banks in saving accounts 4.1 953,519,777 567,674,328

4.1 These carry mark-up ranging from 6.50% to 8.80% (2019: 5% to 13.60%) per annum and includes
balance of Rs. 9.891 million (2019: Rs. 4.584 million) held with Faysal Bank Limited, a related

party.
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5.1

Faysal Financial Sector Opportunity Fund

Note 2020 2019
INVESTMENTS e (Rupees) ------=m-----
At fair value through profit or loss
Term Finance Certificates (TFCs) 5.1 22,658,397 31,831,770
Commercial papers 5.2 121,960,516 -
Sukuk certificates 5.3 - 79,797,039
144,618,913 111,628,809
Term Finance Certificates (TFCs)
Sales | Carrying Unrealised in relation tn
Asat [Purchases | redemp- | ™ | vawsasat |Merket value |sppreciations Total
i WMaturity ‘ ) June 30, . | Netassets.
Name of the security Profitrate | July 1, [duringthe | tions June 30, | asatdune | diminution) ofthe market
date 2019 year during 2 2020 30, 2020 as at June Fund value of
the vear 30,2020 o Ji
umber of certificates) Bupses) 1 o L
BANKS
Bank Alfalan Limitec TFC Y February & months 1,800 1,800 - -
(A4 PACRA, Non-Traded) 20,2021 KIBOR plus
(note 5.1.1) base rale of
1.25%
JS Bank Limited TFC December 6 months 800 - 800 4,011,755 3,919,888 (91,867) 0.36 2.71
A+, PARCRA, Traded) 14,2023 KIBOR plus
[note 5.1.1) base rate of
140%
The Bank of Punjab TFC December & months 90 - 90 8899738 8818509 (81,229 0.82 6.10
[AA-, PACRA, Non-Traded 23,2026 KIBOR plus
{note 5.1.1) base rate of
1%
INVESTMENT BANKS /
INVESTMENT COMPANIES
Jahangir Siddiqui & Co. Ltd. TFC XI March 06, 6 months 2,000 - 2,000 9935000 9920000 (15,000) 0.92 6.86
A&+ PACRA, Non-Traded) 2023 KIBOR plus
{naote 5.1.1) base rate of
1.40%
Total - June 30, 2020 22,546,493 22,658,397  (188.096) 2.09 15.67
32131750 31,831,770 (299.980)

Total - June 30, 2019

5.1.1 The nominal value of these term finance certificates is Rs 5,000 each except for The Bank of
Punjab TFC having nominal value of Rs 100,000 each.
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5.2 Commercial papers

Total - June 30, 2019

Commercial paper at fair value through profit or loss

79,797,030 79,797,039

Face valug Unrealised | Market Market
Carrying | Market Value |appreciation! | valveas [ valueasa
. Date of Rate of return Purchased Matured | .
Name of the security Maturity o d h dd AsatJune 30, | valueasat |asatJune 30, | (diminution) |percentage | percentage
aturi er annum enin, uring the | sold durin
P pening 9 m U1 mm |wnesoama| a2 wne3n, | ofnet | oftota
ear © year
¥ ! 2020 assels  [investment
JICP S August 13, & months KIBOR - 124,000,000 - 124 000,000 121,960,516 121,960,516 - 11.27% 84.33%
(A-14+, VIS, Non-traded) plus base rate
of 1.15%
TPL Corporaticn Limited December 6 months KIBOR - 25,000,000 25000,000 - - - - - -
37,2019 plus base raie
Total - June 30, 2020 121,960,516 121,960,516 -
Total - June 30, 2019 - - -
53 Sukuk certificates
Face value Unrealised | Market Market
Carrying | Market Value |appreciation/ | value as | valueasa
Date of Rate of return Purchased Matured ! y )
Name of the security B 4 n <old durin AsatJune30, | valueasat |asatJune30, | [diminution] |percentage | percentage
Maturity per annum Opening uring the - : 2020 |June 30,2020 2020 June 30, of net of total
period the perio 2020 assets | investment
The Hub Power Octeber 2, 3 menths KIBOR 25,000,000 - 00,000 - - - - -
Company Limited 2012 plus base rate
of 1%
The Hub Pawer November 3 months KIBOR 25,000,000 - 25000000 - - - - - -
Company Limiled 27,2019 plus hase rale
af 1%
The Hub Power 3 months KIBOR 30.000,000 - - - - - - -
Company Limited plus base rate
of 1%
The Hub Power March 24, 3 months KIBOR - 50,000,000 50,000,000 - - - - - -
Company Limited 2020 plus base rate
of 1%
The Hub Pawer May 21, 3 months KIBOR - Q00,000 50,000,000 - - - - - -
Company Limited 2020 plus base rale
1%
K-Electric Limited February G months KIBOR - 79,500,000 79,500,000 - - - - - -
28,2020  plus base rate
of 1.30%
Total - June 30, 2020 = e =
Total - June 30, 2019 79,797,029 79,797,039 -
Commercial paper at fair value through profit or loss
Date Rate of return Purchased
T BT Sy Maturity per annum Opening _ during tffipce value Unrealised | - Markel | Warket
year Matored ! Carrying | Market Value |appreciation! | valueas | valueasa
|: :’E_ As at June 30, | value asat | s at June 30, | (diminution) | percentage | percentage
i
sowduring 2020 [June 30, 2020 2020 June30, | ofnet | oftotal
the year
2020 assets | investment
K-Electric Limiled ICP § August 13, & months KIBOR - 124,000,000 - 124,000,000 121.980,516 121,980 516 - M27%  2433%

(A-1+, WIS, Non-lraded) 2020

plus base rats
of 1.15%
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Faysal Financial Sector Opportunity Fund

5.4 Government Securities - Market Treasury Bills

! Carnying | Merket Unrealised | Percentage in relation to

Asat Disposed ! Asat qain/ Total

Purchases . value as |value as at
, July 1, durng matured during | June 30, i June 30 lloss) as at | NetAssets | market
enor ang |“MEO egear | o | L pneso, [oftheFund | valueof
30,2020 200
202 investments
B e A 1] B = wessmnefeeeeneeeeeees (RUpEES 10 '000) %

3 Months 910,000,000 " 910,000,000 " - -

6 Wonths 385,000,000 " 385,000,000 " - -

12 Months 1,900,000,000 '1,900,000,000 " - -

Total - June 30, 2020 B =
Total - June 30, 2019 N
5.5 Government Securities - Pakistan Investment Bonds
X . Percentage in relation to
Disposed | Asat Carrying | Market | Unrealised Tota
Asat | Purchases value as at |value as at |gain ! (loss)
) matured June 30, Net Assets market
tssue date Tenor July1, | during the during the 2020 June 30, | June30, | asatJune the Fund e of
of the Fun
2019 year w20 | 2020 | 30,2020 vawea
year investments
(Face value) (Rupees in '000) %

j” Y E io;‘g 3 years T 50000000 50,000,000 . . . - .
< u ‘fb 1; s 3 years - 75000000 75,000,000 . ; ; . . ;
SEp‘ember o oo ;Vears - 425,000,000 425,000,000 - - - - - -

eptember 19, years - 825,000,000 825,000,000 - - - - - -
Total as at June 30, 2020 - z Z - =
Total as at June 30, 2019 - - -
. o Note 2020 2019
5.6 Net unrealised diminution on re-measurement of Rupees
investments classified as ‘financial assets at
tair value through protit or loss’
Market value of investments 144,618,913 111,628,809
Less: Carrying value of investments 144,807,009 111,928,789
(188,096) (299,980)
6 DEPOSITS, PREPAYMENTS AND OTHER RECEIVABLES
Security deposit with Central Depaository Company of Pakistan Limited 100.000 100,000
Accrued interest on term finance certificates 504.095 1,907,683
Profit receivable on bank deposits 6.1 10,644,809 5,649,300
Advance tax 6.2 95,050 8,240
Prepaid listing fee 6,589 -
11,350,543 7,665,223
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6.1 This includes profit receivable amounting to Rs. 50,013 (2019: Rs. 1,065,765) on balance held
with Faysal Bank Limited, a related party.

6.2 As per clause 47(B) of part IV of the Second Schedule to the Income Tax Ordinance, 2001,
payments made to collective investment schemes (CISs) are exempt from withholding tax under
section 151 and 150. However, withholding tax on profit on debt paid to the Fund has been
deducted by various withholding agents based on the interpretation issued by FBR vide letter C.
no. 1(43) DG (WHT)/2008-VOL.11-66417-R dated 12 May 2015 which requires every withholding
agent to withhold income tax at applicable rates in case a valid exemption certificate under section
159(1) issued by the concerned Commissioner of Inland Revenue (CIR) is not produced before
him by the withholdee. The tax withheld on profit on debt amounts to Rs 0.095 million (2019: Rs
0.008 million).

For this purpose, the Mutual Funds Association of Pakistan (MUFAP) on behalf of various mutual
funds (including the Funds being managed by the Management Company) had filed a petition in
the Honourable Sindh High Court (SHC) challenging the above mentioned interpretation of the
Federal Board of Revenue (FBR) which was decided by the SHC in favour of the FBR. On January
28, 2016, the Board of Directors of the Management Company passed a resolution by circulation,
authorising all CISs to file an appeal in the Honourable Supreme Court through their Trustees,
to direct all persons being withholding agents, including share registrars and banks to observe
the provisions of clause 47B of Part IV of the Second Schedule to the Income Tax Ordinance,
2001 without imposing any conditions at the time of making any payment to the CISs being
managed by the Management Company. Accordingly, a petition was filed in the Supreme Court
of Pakistan by the Funds together with other CISs (managed by the Management Company and
other Asset Management Companies) whereby the Supreme Court granted the petitioners leave
to appeal from the initial judgment of the SHC. Pending resolution of the matter, the amount of
withholding tax on profits received by the Fund has been shown as other receivables as at June
30, 2020, as, in the opinion of the management, the amount of tax deducted at source will be

refunded.
Note 2020 2019
7 PAYABLE TO FAYSAL ASSET MANAGEMENT LIMITED - = =====eeeeeee (Rupees) -----=-------
MANAGEMENT COMPANY

Management fee payable 7.1 243,615 236,898
Sindh Sales tax payable on management fee 7.2 43,694 30,797
Sales load payable 4,467,156 647,640
Allocated expenses payable 7.3 1,791,254 270,275
Selling and marketing expenses 74 1,097,324 -

7,643,043 1,185,610

7.1 As per regulation 61 of the NBFC Regulations, the Management Company is entitled to a
remuneration equal to an amount not exceeding the maximum rate of management fee as disclosed
in the offering document subject to the total expense ratio limit. Keeping in view the maximum
allowable threshold, the Management Company was charging its remuneration at the rate of 0.5%
per annum of the average net assets of the Fund till January 29, 2020 (0.5% from July 1, 2018
till June 30, 2019).
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7.2

7.3

During the year ended June 30, 2020, through a circular resolution of the Board of Directors dated
December 16, 2019, the Management Company has changed its remuneration structure from the
one mentioned above to a variable fee structure where the Management Company has defined
a maximum fee level in the Fund's offering document at the rate of 1% of net assets. The Trustee
has consented and the SECP has approved this revision via their letters CDC/T&C/-S 11/DH/002/2020
and SCD/AMCW/FHAF/2/3/2020 dated January 01, 2020 and February 06, 2020 respectively.
The Board of the Management Company has also defined a minimum threshold of of net assets
through the aforementioned circular resolution. As a consequence thereof, the Management
Company is now charging its remuneration variably keeping in view the overall return of the Fund
and subject to the maximum percentage approved by the Board, the Trustee and the SECP and
the minimum percentage approved by the Board and subject to the total expense ratio of the Fund
as defined under the NBFC Regulations.

The summary of rates of remuneration charged by the Management Company from July 01, 2019
to June 30, 2020 is as follows:

Date
From | | To

% of net assets

July 01,2019 January 28, 2020 : 0.50
January 29, 2020 June 30, 2020 0.20

During the year, an amount of Rs. 653,619 (2019: Rs 297,006) was charged on account of sales
tax on management fee levied through the Sindh Sales Tax on Services Act, 2011.

In accordance with Regulation 60 of the NBFC Regulations, the Management Company is entitled
to charge fees and expenses related to registrar services, accounting, operation and valuation
services, related to a collective investment scheme (CIS).

Until June 19, 2019 there was a maximum cap of 0.1% of the average annual net assets of the
scheme or actual whichever is less, for allocation of such expense to the Fund. However, the
SECP vide its SRO 639 dated June 20, 2019 removed the maximum cap of 0.1%.

During the year ended June 30, 2020, the Board of Directors of the Management Company, in
its 106th meeting held on April 17, 2020, has given Management Company, the discretion for
charging allocated expenses directly on the Fund. Therefore, the Management Company is now
charging the allocated expenses variably keeping in view the overall return of the Fund and subject
to the total expense ratio of the Fund as defined under the NBFC Regulations.

The summary of rates of allocated expenses charged by the Management Company from July
01, 2019 to June 30, 2020 (2019: 0.1% per annum of net assets) is as follows:

Date % of net assets
| | To

From

July 01,2019 April 27, 2020 0.10
April 28,2020 June 30, 2020 0.15
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7.4 The SECP has allowed asset management companies to charge selling and marketing expenses

8.1

8.2

9

to all categories of open-end mutual funds (except fund of funds) initially for three years (from
January 1, 2017 till December 31, 2019). The maximum cap of selling and marketing expense
shall be 0.4% per annum of the net assets of the fund or actual expenses whichever is lower.

During the current year, the SECP through its circular 11 dated July 5, 2019 has revised the
conditions for charging selling and marketing expenses to a fund. As per the revised guidelines,
the maximum cap of 0.4% per annum has been lifted and now the asset management company
is required to set a maximum limit for charging of such expense to the Fund and the same should
be approved by the Board as part of annual plan. Furthermore, the time limit of three years has
also been removed in the revised conditions.

As a consequence thereof, the Board of Directors of the Management Company has approved
the annual plan for charging of selling and marketing expenses to the funds under the management
of the Management Company through a circular resolution dated December 16, 2019. Furthermore,
the Board, through the same circular resolution, has given discretion to the Management Company
for charging selling and marketing expenses directly on the Fund as it may decide. Therefore,
the Management Company is now charging the selling and marketing expenses variably keeping
in view the overall return of the Fund and subject always to the total expense ratio of the Fund
as defined under the NBFC Regulations.

Accordingly, the Management Company has charged selling and marketing expenses at the rate
of 0.30% per annum of average annual net assets from January 29, 2020 to June 30, 2020.

Note 2020 2019
PAYABLE TO CENTRAL DEPOSITORY COMPANY OF ~ ======memeee (Rupees) -=---n-------
PAKISTAN LIMITED - TRUSTEE
Trustee fee payable 8.1 90,997 80,563
Sindh Sales Tax payable on trustee fee 8.2 10,909 10,473
101,906 91,036

The Trustee is entitled to monthly remuneration for services rendered to the Fund under the
provisions of the trust deed at the rate of 0.075% per annum of net assets. (June 30, 2019 were
as follows:

Net Assets (Rs.) Fee
up to Rs 1 hillion 0.17% per annum of net assets.
from Rs 1 billion to 5 billion Rs 1.7 million plus 0.085% per annum of net assets exceeding Rs 1 billion.
Qver 5 billion Rs 5.1 million plus 0.07% per annum of net assets exceeding Rs 5 million.

During the year, an amount of Rs 136,095 (2019: Rs. 100,984) was charged on account of sales
tax on remuneration of the Trustee levied through the Sindh Sales Tax on Services Act.

Note 2020 2019
PAYABLE TO THE SECURITIES AND EXCHANGE ~  ====emeeeeees (Rupees) ---=---------
COMMISSION OF PAKISTAN

Annual fee to SECP 9.1 278,772 342,676
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9.1 In accordance with the NBFC Regulations, a Collective Investment Scheme (CIS) is required to
pay annual fee to the Securities and Exchange Commission of Pakistan (SECP).

Effective from July 1, 2019, the SECP vide SRO No. 685(1)/2019 dated June 28, 2019, revised
the rate of annual fee to 0.02% of net assets, applicable on all categories of CISs. Previously, the
rate of annual fee applicable was 0.075%. Accordingly, the Fund has charged SECP Fee at the
rate of 0.02% of net assets during the current year.

Note 2020 2019
10 ACCRUED EXPENSES AND OTHER LIABILITIES = ====e=eeeeee- (Rupees) -===n=--m--
Brokerage payable 347,180 8,188
Auditors' remuneration payable 174,110 113,141
Rating charges payable 389,065 401,331
Zakat payable 103,929 103,929
Withholding tax payable 12,894,079 2,792.477
Provision for Sindh Workers Welfare Fund 101 4,789,745 1,324,937
Provision for Federal Excise Duty and related
Sindh Sales Tax on management fee 10.2 768,712 768,712
Other liabilities - 152,377
19,466,820 5,665,092

10.1 As a consequence of the 18th amendment to the Constitution of Pakistan, in May 2015 the Sindh
Workers’ Welfare Fund Act, 2014 (SWWF Act) had been passed by the Government of Sindh as
a result of which every industrial establishment located in the province of Sindh, the total income
of which in any accounting year is not less than Rs 0.50 million, was required to pay Sindh Workers’
Welfare Fund (SWWF) in respect of that year a sum equal to two percent of such income. The
matter was taken up by the MUFAP with the Sindh Revenue Board (SRB) collectively on behalf
of various asset management companies and their CISs whereby it was contested that mutual
funds should be excluded from the ambit of the SWWF Act as these were not industrial establishments
but were pass through investment vehicles and did not employ workers. The SRB held that mutual
funds were included in the definition of financial institutions as per the Financial Institution (Recovery
of Finances) Ordinance, 2001 and were, hence, required to register and pay SWWF under the
SWWEF Act. Thereafter, MUFAP had taken up the matter with the Sindh Finance Ministry to have
CISs / mutual funds excluded from the applicability of SWWF. In view of the above developments
regarding the applicability of SWWF on CISs / mutual funds, MUFAP recommended that, as a
matter of abundant caution, provision in respect of SWWF should be made on a prudent basis
with effect from the date of enactment of the SWWF Act, 2014 (i.e. starting from May 21, 2015).

Had the provision for SWWF not been recorded in the financial statements of the Fund for the
period from May 21, 2015 to June 30, 2020, the net asset value of the Fund as at June 30, 2020
would have been higher by Re. 0.45 per unit (2019: Re 0.19 per unit).

10.2 The Finance Act, 2013 enlarged the scope of Federal Excise Duty (FED) on financial services
to include Asset Management Companies (AMCs) as a result of which FED at the rate of 16
percent on the remuneration of the Management Company and sales load was applicable with
effect from June 13, 2013. The Management Company was of the view that since the remuneration
was already subject to provincial sales tax, further levy of FED would result in double taxation
which did not appear to be the spirit of the law. Hence, on September 4, 2013 a constitutional
petition was filed with the Sindh High Court (SHC) by the Management Company together with
various other asset management companies challenging the levy of FED.
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With effect from July 1, 2016, FED on services provided or rendered by non-banking financial
institutions dealing in services which are subject to provincial sales tax has been withdrawn by
the Finance Act, 2016.

During the year ended June 30, 2017, the SHC passed an order whereby all notices, proceedings
taken or pending, orders made, duty recovered or actions taken under the Federal Excise Act,
2005 in respect of the rendering or providing of services (to the extent as challenged in any
relevant petition) were set aside. In response to this, the Deputy Commissioner Inland Revenue
has filed a Civil Petition for leave to appeal in the Supreme Court of Pakistan which is pending
adjudication.

In view of the above, the Fund has discontinued making further provision in respect of FED on
remuneration of the Management Company with effect from July 1, 2016. However, as a matter
of abundant caution the provision for FED made for the period from June 13, 2013 till June 30,
2016 amounting to Rs 0.769 million is being retained in the financial statements of the Fund as
the matter is pending before the Supreme Court of Pakistan. Had the provision not been made,
the net asset value per unit of the Fund would have been higher by Re 0.07 (2019: Re 0.11).

11 CONTINGENCIES AND COMMITMENTS

There were no contingencies and commitments outstanding as at June 30, 2020 and June 30,

2019.
2020 2019
------------- (Rupees) -----==------
12 AUDITORS' REMUNERATION
Audit fee 93,375 80,000
Review and other certifications 77,850 30,000
Out of pocket expense 11,785 33,855
183,010 143,855
Sales tax - 8,800
183,010 152,655

13 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 90% of
the accounting income for the year as reduced by capital gains, whether realised or unrealised,
is distributed amongst the unit holders as cash dividend. Furthermore, as per Regulation 63 of
the Non-Banking Finance Companies and Notified Entities Regulations, 2008, the Fund is required
to distribute not less than 90% of its accounting income for the year derived from sources other
than capital gains as reduced by such expenses as are chargeable thereon to the unitholders.
Since the management has distributed the required minimum percentage of income earned by
the Fund for the period ended June 30, 2020 to the unit holders in the manner as explained above,
no provision for taxation has been made in these financial statements.

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. Moreover, super tax introduced
in Finance Act, 2015 is also not applicable on Funds as per Income Tax Ordinance, 2001.
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14 TOTAL EXPENSE RATIO

The Total Expense Ratio (TER) of the Fund as at June 30, 2020 is 1.09% (2019: 1.28%) which
includes 0.33% (2019: 0.33%) representing government levies on the Fund such as provision for
Sindh Workers' Welfare Fund, sales taxes, annual fee to the SECP, etc. This ratio is within the
maximum limit of 2.5% prescribed under the NBFC Regulations for a collective investment scheme
categorised as an Income Scheme.

15 EARNINGS PER UNIT

Earnings per unit (EPU) has not been disclosed as in the opinion of the management, determination
of cumulative weighted average number of outstanding units for calculating EPU is not practicable.

16 TRANSACTIONS WITH RELATED PARTIES / CONNECTED PERSONS

16.1 Connected persons include Faysal Asset Management Limited being the Management Company,
the Central Depository Company of Pakistan Limited being the Trustee, other collective investment
schemes managed by the Management Company, any entity in which the Management Company,
its CISs or their connected persons have material interest, any person or company beneficially
owning directly or indirectly ten percent or more of the capital of the Management Company or
the net assets of the Fund, directors and their close family members and key management
personnel of the Management Company.

16.2 Transactions with connected persons essentially comprise of sale and redemption of units, fee
on account of managing the affairs of the Fund, sales load, other charges and distribution payments
to connected persons. The transactions with connected persons are in the normal course of
business, at contracted rates and at terms determined in accordance with market rates.

16.3 Remuneration to the Management Company of the Fund is determined in accordance with the
provisions of the NBFC Regulations, 2008 and the Trust Deed.

16.4 Remuneration to the Trustee of the Fund is determined in accordance with the provisions of the
Trust Deed.

16.5 The details of transactions carried out by the Fund with connected persons during the year and
balances with them as at year end are as follows:
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Transactions during the year

Faysal Asset Management Limited (Management Company)
Remuneration of Faysal Asset Management Limited - Management Company
Sindh Sales Tax on remuneration of the Management Company

Sales load paid during the year

Allocated expenses

Selling and marketing expenses

Issuance of 4,454,964 units (2019: 3,860,707 units)

Redemption of 4,455,391 units (2019: 3,878,809 units)

Faysal Bank Limited (Group / Associated Company)
Return on PLS savings accounts

Issuance of 1,903,755 units (2019: 2,880,185 units)
Redemption of 3,275,576 units (2019: 11,493,514 units)
Dividend paid

Purchase of Islamic Commercial Paper

Faysal Asset Management Limited Staff Gratuity Fund
(Group / Associated Company)

Issuance of Nil units (2019: 54 units)

Redemption of Nil units {2019: 54,998 units)

Central Depository Company of Pakistan Limited -

(Trustee of the Fund)
Remuneration of Central Depository Company of Pakistan Limited - Trustee
Sindh Sales Tax on remuneration of the Trustee

Directors and Key Management Personnel

of the Management Company

Issuance of 34,498 units (2019: 192,889 units)
Redemption of 115,187 units (2019: 94,814 units)
Dividend paid

2020 2019
------------- (Rupees) ===========-~
5,027,837 2,284,675
653,619 297,006
4,467,156 9,610
1,520,979 455,278
1,942,087 -
474,351,418 413,688,158
481,168,686 417,907,292
3,230,346 2,731,753
200,008,284 300,000,000
340,000,000 160,662,213
2,035,430 433,756
75,011,700 -
- 5516
- 5,801,814
1,046,888 776,805
136,095 100,984
3,693,767 17,262,469
12,226,136 10,366,941
197,535 -
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Unit holder holding 10% or more units
Issuance of 3,966,493 units (2019: 1,293,499 units)
Redemption of 1,897,889 units (2019: 45,753 units)

QOutstanding balances

Faysal Asset Management Limited (Management Company)
Management fee payable

Sindh Sales tax payable on management fee

Sales load payable

Allocated expenses payable

Selling and marketing expenses payable

Qutstanding Nil units (2019: 427 units)

* Faysal Bank Limited (Group / Associated Company)
Balance in PLS savings accounts

Profit receivable on bank deposits

Qutstanding 157,775 units (2019: 1,529,596 units)

Central Depository Company of Pakistan Limited -
(Trustee of the Fund)

Trustee fee payable

Sindh Sales Tax payable on trustee fee

Security deposit

Directors and Key Management Personnel
of the Management Company
Qutstanding 17,387 units (2019: 98,075 units)

Unit holder holding 10% or more units
Qutstanding 2,068,603 units (2019: 1,247 746 units)

-...?.9.2.9.-- (Rupees) ..g.ql? .....
445,499 466 131,741,463
217,581,788 4,972,002
243,615 236,898
43,694 30,797
4,467,156 647,640
1,791,254 270,275

1,097,324 -

- 43,464
9,891,027 4,584,355
50,013 1,065,765
16,089,895 155,697,577
90,997 80,563
10,909 10,473
100,000 100,000
1,773,123 9,983,156
210,956,158 127,008,065
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FINANCIAL INSTRUMENTS BY CATEGORY

Financial assets
Balances with banks
Investments

Deposits, prepayments and other receivables

Financial liabilities

Payable to Faysal Asset Management Limited -

Management Company

Payable to Central Depository Company of Pakistan

Limited - Trustee

Accrued expenses and other liabilities

Financial assets

Balances with banks

Investments

Advance against subscription of debt securities
Deposits, prepayments and other receivables

Financial liabilities

Payable to Faysal Asset Management Limited -

Management Company

Payable to Central Depository Company of Pakistan

Limited - Trustee

Accrued expenses and other liabilities
Dividend payable

2020
At fair value
At amortised cost | | through profit or Total
loss
Rupees
953,519,777 - 953,519,777
- 144,618,913 144,618,913
11,248,904 - 11,248,904
964,768,681 144,618,913 1,109,387,594
2020
At fair value
At amortised cost | | through profit or Total
loss
Rupees
7,643,043 - 7,643,043
101,906 - 101,906
910,355 - 910,355
8,655,304 - 8,655,304
2019
At fair value
At amortised cost | | through profit or
Total
loss
Rupees
567,674,328 - 567,674,328
- 111,628,809 111,628,809
23,185,438 - 23,185,438
7.656,983 - 7,656,983
598,516,749 111,628.809 710,145,558
2019
At fair value
At amortised cost | | through profit or
loss Total
Rupees
1,185,610 - 1,185,610
91,036 - 91,036
675.037 - 675.037
433,756 - 433,756
2,385,439 - 2,385,439
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18

18.1

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Fund’s objective in managing risk is the creation and protection of unit holders’ value. Risk
is inherent in the Fund’s activities, but it is managed through monitoring and controlling activities
which are primarily set up to be performed based on limits established by the Management
Company, the constitutive documents of the Fund and the regulations and directives of the SECP.
These limits reflect the business strategy and market environment of the Fund as well as the level
of the risk that the Fund is willing to accept. The Board of Directors of the Management Company
supervises the overall risk management approach within the Fund. The Fund is exposed to market
risk, liquidity risk and credit risk arising from the financial instruments it holds.

Market risk

Market risk is the risk that the fair value or future cash flows of financial instruments will fluctuate
as a result of changes in market prices.

The Management Company manages the market risk through diversification of the investment
portfolio and by following the internal guidelines established by the Investment Committee.

Market risk comprises of three types of risks: yield / profit rate risk, currency risk, and price risk.
(i) Yield / profit rate risk

Yield / profit rate risk is the risk that the fair value or future cash flows of a financial instrument
will fluctuate as a result of changes in market profit rates. As of June 30, 2020, the Fund is exposed
to such risk on its balances held with banks and investments in commercial papers and term
finance certificates. The Investment Committee of the Fund reviews the portfolio of the Fund on
a regular basis to ensure that the risk is managed within the acceptable limits.

a) Sensitivity analysis for variable rate instruments

Presently, the Fund holds balances with banks and KIBOR based term finance certificates and
commercial papers which expose the Fund to cash flow profit rate risk. In case of 100 basis points
increase / decrease in applicable rates on the last repricing date with all other variables held
constant, the net income / loss for the period and net assets of the Fund would have been higher
/ lower by Rs. 10.981 million (2019: 6.793 million).

b) Sensitivity analysis for fixed rate instruments

As at June 30, 2020, the Fund did not hold any fixed rate instrument that may expose the fund
to fair value profit rate risk.

The composition of the Fund's investment portfolio, KIBOR rates and the rates announced by the
Financial Markets Association of Pakistan are expected to change over time. Accordingly, the
sensitivity analysis prepared as of June 30, 2020 is not necessarily indicative of the impact on
the Fund's net assets of future movements in profit rates.

Profit rate sensitivity position for on-balance sheet financial instruments is based on the earlier
of contractual repricing or maturity date and for off-balance sheet instruments is based on the
settlement date.
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The Fund's profit rate sensitivity related to financial assets and financial liabilities as at June 30,
2020 can be determined as follows:

2020
St Exposed to yield  proft rate risk Notexposed
More than three i
gt | Uplothree Moretanane | YT | g
) nonts ‘months and up year profit rate
10 one year risk
R
pe
Financial assets
Balances with banks 953519777 - 953,519,777
Invesiments 131800516 | 12,738,397 - 144618913
fs, prepayments and oler re - - 11,248.904 | 11,248,904
LI T - 11248904 1,100,387,594
TEISOG[  TEAINMG
2yable to Central Depesitory Company of Pakistan
Limitgd - - - 101,906 101,906
Azcrued ex uther liabilidies - - - 910,355 910355

- - 8655304 8655304

On-halance sheet gap (a) ° LB5A00 285

2583600 1,700

Qff-alance sheet financial instruments - - - - -

Off-balance sheet gap (o)
Total profit rate sensitivity gap (a+0) 12738397
Cumulative profit rate sensitivity gap ° DA5 400,203 1,098,138 590 1,098 138630
019
i Exposed to yield / proft rate risk Notexposed
More than th i
profrate Uptothree EREEE | ot thanone | 10V Tota
. months months and up year profitrate
) o one year risk
Rupe
Financial assets
- 567,674,328
62,917,386 - | 111,628,809
- 23185438  23,185438
— — 76569831 7656983 1
BIBIKTH 627,36 0/ 710145558
Financial liabilities
aysal Asset Mznagement Limitea
gement Company j i N T R
Central Deposttory Company of Pakisian
o 91,036 91,036
oiher liabiliies 675,037 675,037
433758 433756

° T2385430 2385439

On-halance sheet gap (a) BIE3BETE B2917.386 3456 962

4

Qff-balance sheet financial instruments - - - - -

Qff-balance sheet gap {b)

Total profit rate sensitivity gap (a+b) 616383751 B2O17.365

Cumulative profit rate sensitivity gap B16.383 7501  B78 303137  A79 303137
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18.2

(if) Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
as a result of changes in foreign exchange rates. The Fund does not have any financial instruments
in foreign currencies and hence is not exposed to such risk.

(iii) Pricerisk

Price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market prices (other than those arising from profit rate risk or currency
risk) whether those changes are caused by factors specific to the individual financial instrument
or its issuer, or factors affecting all similar financial instruments traded in the market.

The Fund does not have any investment that is exposed to price risk as of June 30, 2020.
Liquidity risk

Liquidity risk is the risk that the Fund may not be able to generate sufficient cash resources to
settle its obligation in full as they fall due or can only do so on terms that are materially
disadvantageous to the Fund.

The Fund is exposed to daily redemptions at the option of unit holders. The Fund's approach to
managing liquidity is to ensure, as far as possible, that the Fund will always have sufficient liquidity
to meet its liabilities when due under both normal and stressed conditions. The Fund's policy is,
therefore, to invest the majority of its assets in investments that are traded in an active market
and can be readily disposed and are considered readily realisable.

As per the NBFC Regulations, 2008, the Fund can borrow in the short-term to ensure settlement
the maximum limit of which is fifteen percent of the net assets up to 90 days and would be secured
by the assets of the Fund.

In order to manage the Fund's overall liquidity, the Fund may also withhold daily redemption
requests in excess of ten percent of the units in issue and such requests would be treated as
redemption requests 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. The Fund did not withhold any redemptions during the year.

The table below summaries the maturity profile of the Fund's financial instruments. The analysis
into relevant maturity groupings is based on the remaining period at the end of the reporting period
to the contractual maturity dates. However, the assets and liabilities that are receivable / payable
on demand including bank balances have been included in the maturity grouping of one month:
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2020
More than | More than Financial
ol More than it «
one mon ree instrumen
Within 1 one year | More than )
andupto | months with no Total
month andupto | Syears
three | andupto | fixed
five years .
months | one year maturity
Rupees

Financial assets

Balanzes witn banks 853,519,777 358 TTT

13,639.888 | 8818509

Invesiments - 44818913
Depostis. pregayments and other recervables - - - - - | 11B904 | N1Z24E90M
1121 960576 - TAEMEHS  BEBAY 11048004 1108,38759¢

Financial liahilities

Payablz 2 Assel Managemen: Limited

- Managemen Company 543,043
Payable to Central Depostory Company

Limilec - Trustee 101,906

a7

Accrued expenses and ofner fiab lives G47 180
8,092,128

Net financial assets |/ {liabilities) G547 648 121307 31 - 13830885 8818509 11248804 1100732200
2019
More than | More than Financial
ol More than nstuments
one mon ree instrument
Within 1 one year | More than )
andupto | months with no Total
month andupto | Syears X
three andupte | fixed
five years
months | one year maturity
Rupees

Financial assets

Balances with banks
Inestments

8,903,383

50,000,000 | 22 928 387

Advance against subscription of debl securifies

Deposits, orepayments and ofner recelvables T85E08%
SHTAT1367 - UDUDLOD ZZuzesEr 803 E £86.00.420
Financial liabilities
Payable to Faysal Assel Management Limited B i
- Maragemen: Company 1EB610 ) ) ) ) ) WEE0
Payabla to Centra Depositary Company
Limilec - Trustes o103 ) : : ) ) H 0%
. . 4472 ATE AT
Accrued expenses and olner fiakies 160,585 675,037
Dividend payatle ERRN ' . . _ _ R
1870967 ) ) ) ) ) 2385438

Net financial assets |/ {liabilities) 385,800,400 - 50000000 22928367 6303393 7636203 BR4.5T46M




39

Faysal Asset Management Faysal Financial Sector Opportunity Fund

Notes to the Financial Statements
For The Year Ended June 30, 2020

18.3

Credit risk

18.3.1 Credit risk is the risk that the counterparty to a financial instrument will cause a financial loss

to the Fund by failing to discharge its obligation as it falls due. Credit risk arising on the debt
instruments is mitigated by investing in rated instruments or instruments issued by rated
counterparties of credit ratings of at least investment grade by the recognised rating agencies.
The Fund receives a monthly rating update, against which investments are reviewed.

Credit risk arises from deposits with banks and financial instruments, profit receivable on balances
with banks and credit exposure arising on investments. Credit risk arising on other financial
assets is monitored through a regular analysis of financial position of brokers and other parties.
For debt instrument settlement, Delivery versus Payment (DvP) mechanism applied by the
Trustee of the fund minimises the credit risk. In accordance with the risk management policy
of the Fund, the investment committee monitors the credit position on a daily basis which is
reviewed by the Board of Directors of the Management Company on a quarterly basis.

The table below analyses the Fund's maximum exposure to credit risk:

2020 2019
Balance as per Maximum Balance as per Maximum
statement of assets | | exposure to credit statement of assets | | exposure to credit
and liabilities risk and liabilities risk
Rupees
Balances with banks 953,519.777 953,519,777 567.674,328 567,674,328
Investments 144,618,913 144,618,913 111,628,809 111,628,809
Advance against subscription of debt securities - - 23,185,438 23,185,438
Deposits, prepayments and other receivables 11,248,904 11,248,904 7,656,983 7 656,983
1,109,387,594 1,109,387,594 710,145,558 710,145,558

18.3.2 Credit quality of financial assets

The Fund's significant credit risk arises mainly on account of its placements in banks, investments
and profit accrued thereon. The credit rating profile of balances with banks is as follows:

2020 2019
Rating category %
AAA 96.91 72.56
AA+ 0.53 0.62
AA 1.04 0.81
AA- 1.52 26.01

100.00 100.00
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Ratings of term finance certificates and commercial papers have been disclosed in related notes
to the financial statements.

18.3.3 Concentration of credit risk

19

20

20.1

Concentration of credit risk exists when changes in economic and industry factors similarly affect
groups of counter parties whose aggregate credit exposure is significant in relation to the Fund's
total credit exposure. As transactions are entered with credit worthy parties thereby any significant
concentration of credit risk is mitigated.

UNIT HOLDERS' FUND RISK MANAGEMENT

The unit holders' fund is represented by redeemable units. These units are entitled to dividends
and to payment of a proportionate share based on the Fund's Net Asset Value per unit on the
redemption date. The relevant movements are shown on the 'Statement of Movement in Unit
Holders' Fund'.

The Fund has no restriction on the subscription and redemption of units. As required under the
NBFC Regulations, every open end scheme shall maintain fund size (i.e. net assets of the Fund)
of Rs 100 million at all times during the life of the scheme. The Fund has maintained and complied
with the requirement of minimum fund size at all times.

The Fund's objectives when managing unit holders' funds are to safeguard its ability to continue
as a going concern so that it can continue to provide returns to the unit holders and to maintain
a strong base of assets to meet unexpected losses or opportunities.

In accordance with the risk management policies as stated in note 18, the Fund endeavours to
invest the subscriptions received in appropriate investment avenues while maintaining sufficient
liquidity to meet redemptions, such liquidity being augmented by disposal of investments or short
term borrowings, where necessary.

FAIR VALUE MEASUREMENT

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. Consequently, differences
can arise between carrying values and the fair value estimates.

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.

Financial assets which are tradable in an open market are revalued at the market prices prevailing
on the statement of assets and liabilities date. The estimated fair value of all other financial assets
and liabilities is considered not to be significantly different from the respective book values.

Fair value hierarchy
International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Fund to

classify assets 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:
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Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities;

Level 2: inputs other than quoted prices included within level 1 that are observable for the asset

or liability either directly (i.e. as prices) or indirectly (i.e. derived from prices); and

Level 3: inputs for the asset or liability that are not based on observable market data (i.e.

unobservable inputs).

As at June 30, 2020 and June 30, 2019, the Fund held the following financial instruments measured

at fair values:

Financial assets "at fair value
through profit or loss’

Term Finance Certificates (TFCs)
Commercial papers®

Financial assets "at fair value
through profit or loss’

Term Finance Certificates (TFCs)
Commercial papers*
Sukuk certificates™™

2020

Level 1 | | Level 2

Level 3

--------------------------- Rupees -------==----smenmmeeeeen

- 22,658,397
- 121,960,516

- 144,618,913

2019

Level 1 | | Level 2

Rl ¥ o 1= F R

- 31,831,770
- 50,000,000
29,797,039

- 111,628,809

The valuation of commercial papers has been done based on amortisation of commercial paper
to its face value as per the guidelines given in Circular 33 of 2012 since the residual maturity of
this investment is less than six months and they are placed with counterparties which have high

credit rating.

** The carrying value of these securities approximate their fair value since these are short term in
nature and are placed with counter parties which have high credit ratings.
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21 UNIT HOLDING PATTERN OF THE FUND

22

23

2020 2019

Category Number of | Number of | Percentage | Number of | Number of | Percentage

unit holders | units held of total unit holders | units held of total

Associated company 2 157,775 149% -

Insurance company - - - - - -
Retirement funds 13 1973117 18.60% 4 394,649 5.72%
Individuals 221 8,023,055 75.62% 111 3,381,896 49.01%
Banks and DFls - - - 1 1,529,596 2217%

NBFCs - - - - - -
Other 13 456,126 4.30% 16 1,594,606 23.11%
249 10,610,073 100% 132 6,900,747 100%

LIST OF BROKERS BY PERCENTAGE OF COMMISSION PAID
2020 2020

Name of broker

Percentage of

Percentage of

commission commission
paid paid
Invest One Markets Limited 40.89% -
Bright Capital (Pvt.) Limited 12.06% -
Magenta Capital (Pvt.) Limited 10.52% -
BMA Capital Management Limited 9.55% 71.10%
Arif Habib Limited 8.59% -
C&M Management (Pvt) Limited 8.16% 28.90%
Vector Capital (Pvt.) Limited 6.81% -
BIPL Securities Limited 3.41% -
100% 100%
DETAILS OF MEMBERS OF THE INVESTMENT COMMITTEE
Name Designation Qualification Cusrall
experience
Mr. Khaldoon Bin Latif Chief Executive Officer B.Sc. Economics Qver 16 years

Mr. Ayub Khuhro

Mr. Faisal Ali Khan
Mr. Syed Shahid Igbal
Mr. Mustajab Alam

Mr. Muhammad Akbar Latif Khan

Mr. Khurram Salman
Mr. Mohammad Qasim

Chief Investment Officer

CFO and Company Secretary

Sr. Fund Specialist - Fixed Income
Fund Manager

Head of Research
Head of Compliance and Internal Audit

Head of Risk

B.Sc. Economics
B.com, CA

B.com

MBA Finance

B.com

B.com, CA

B. S. (Actuarial Science
& Risk Management) &
MBA (Fin.)

Qver 11 years
Qver 16 years
Qver 28 years
Over 7 years

Over 5 years

Over 15 years
Qver 10 years
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24 NAME AND QUALIFICATION OF THE FUND MANAGER

| Name | Designation | Qualification | Qther funds managed bytheFundmanager|

Sr. Fund
Mr. Syed Shahid lgbal ~ Specialist - Fived Beom  FIGF FSGF, FMMF, FMTSF, FFVF FGSF
Income

25 MEETINGS OF BOARD OF DIRECTORS OF THE MANAGEMENT COMPANY

Attended meeting held on
Name of directors Designation August |September| October | January | January | April 17,
19,2019 | 12,2019 | 21,2019 01,2020 | 31,2020 | 2020

Mr. Salman Ahmed Usmani Chairman Yes Yes Yes Yes Yes Yes
Mr. Osman Asghar Khan Director No Yes No No Yes Yes
Mr. Farooq Hassan® Director Yes Yes No No No No
Mr. Tahir Yagoob Bhatfi Director Yes Yes No Yes Yes Yes
Mr. Syed Muhammad Fraz Zaidi Director Yes Yes Yes Yes Yes Yes
Mr. Mian Salman Al Director Yes Yes Yes Yes Yes Yes
Mr. Nadir Rahman™ Director No No Yes Yes Yes Yes
Mr. Khaldoon Bin Latif Chief Executive Officer  Yes Yes Yes Yes Yes Yes

*retired
*elected in September 2019

26 CORRESPONDING FIGURES
Corresponding figures have been re-classified and re-arranged in these financial statements,
wherever necessary to facilitate comparison and to conform with changes in presentation in the

current year. No significant rearrangements or reclassifications have been made in these financial
statements during the current year.

27 GENERAL

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

27.2 Impacts of COVID-19
The COVID-19 pandemic has taken a toll on all economies and emerged as a contagion risk
around the globe, including Pakistan. To reduce the impact on businesses and economies in
general, regulators / governments across the globe have introduced a host of measures on both

the fiscal and economic fronts.

The Securities and Exchange Commission of Pakistan (SECP) has provided the following
relaxations to the asset management companies operating in Pakistan for a specific period:
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a) The time period to regularise the exposure limits breach under Regulation 55(13) of the NBFC
Regulations has been extended from four months to six months;

b) Maximum limit for application of discretionary discount as per the Annexure-l, Chapter 3 of
Circular 33 of 2012 has been enhanced,;

c) The time period for classification of a debt security to non-performing category has been
extended from 15 days to 180 days as per the requirements of Annexure-II of Circular 33 of 2012;

d) Time period to ensure compliance with minimum fund size for open end schemes under
Regulation 54(3)(b) of the NBFC regulations has been increased to 180 days for open end
schemes; and

e) Time for announcement of daily NAV as per the regulatory requirement is extended from 18:30
pm to the start of the next working day.

27.2.1 Operational risk management

The Management Company is closely monitoring the situation and has invoked required actions
to ensure safety and security of the staff and an uninterrupted service to the customers. Business
Continuity Plans (BCP) for respective areas are in place and tested. The Management Company
has significantly enhanced monitoring for all cyber security risk during these times from its
information security protocols. The remote work capabilities were enabled for critical staff and
related risk and control measures were assessed to make sure they are fully protected using
virtual private network (VPN) connections. Further, the Management Company has also ensured
that its remote access systems are sufficiently resilient to any unwanted cyber-attacks.

The Management Company has made an assessment of COVID-19 on the credit risk and liquidity
risk and believes that there is no significant impact on the Fund.

28 DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorised for issue on August 13, 2020 by the Board of
Directors of the Management Company.

For Faysal Asset Management Limited
(Management Company)

Chief Financial Officer Chief Executive Officer Director
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SUPPLEMENTARY NON FINANCIAL INFORMATION
DISCLOSURE REQUIREMENTS UNDER CLAUSE 6 - NOTES TO THE ACCOUNTS SUB CLAUSE (I)
AND CLAUSE 11 - PERFORMANCE TABLE OF THE 5TH SCHEDULE TO THE
NON BANKING FINANCE COMPANIES AND NOTIFIED ENTITIES REGULATIONS, 2008

(i) PERFORMANCE TABLE

Net assets

Net assets value per unit

Offer price per unit

Repurchase price per unit
Highest offer price per unit
Highest repurchase price per unit
Lowest offer price per unit
Lowest repurchase price per unit

Total return:
- capital growth
- income distribution

Average annual return:
(Launch date: July 05, 2013)

- one year
- two years
- three years

Distribution per unit:

- Interim distribution (% per unit) *
- Final distribution (% per unit)

* Announced on 25 June 2020

June 30, 2020

June 30, 2019

June 30, 2018

{(Rupees) -------- (Rupees) --------- (Rupees) --------
1,081,998,692 702,435,628 110,671,953
101.98 101.79 106.33

104.02 103.83 108.46

101.98 101.79 106.33

117.05 112.65 108.46

114.75 110.44 106.33

103.88 103.47 103.21

101.84 101.44 101.43
12.91% 8.81% 4.85%
0.18% 0.13% 0.30%
12.73% 8.68% 4.55%
12.91% 8.81% 4.85%
10.86% 6.83% 5.06%

8.86% 6.31% 5.73%
12.73% 8.68% 0.00%

- 0.00% 4.61%

12.73% 8.68% 4.61%

The Fund's past performance is not necessarily indicative of future performance. Therefore, the unit prices

and investment returns may go down, as well as up.

(ii) MEETINGS OF THE AUDIT COMMITTEE

Following is the analysis of the attendance in the meetings of the Audit Committee of the

Management Company during the year:
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Name of Member Meetings Meeting held on
attended |Aug 19. 2019Sep 12, 2019 Oct 21, 2019|Jan 31, 2020 Apr 17, 2020
Mr. Osman Asghar Khan 4 - 1 1 1 1
Mr.Mian Salman Ali 5 1 1 1 1 1
Syed Muhammad Fraz Zaidi 5 1 1 1 1 1

(ii) MEETINGS OF THE HUMAN REQUSRCE AND REMUNERATION COMMITTEE

Following is the analysis of the attendance in the meetings of the Human Resource and
Remuneration Committee of the Management Company during the year:

Name of Member Meetings Meeting held on
attended | Nov 29, 2019 Apr 17, 2020
Mr Osman Asghar Khan 2 1 1
Mr.Salman Ahmed Usmani 2 1 1
Mr Nadir Rehman 2 1 1
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