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Review Report of the Directors of the Management Company
For the quarter ended September 30, 2020

The Board of Directors of Lakson Investments Limited, the Management Company of the Lakson
Income Fund ("LIF") is pleased to submit its review report together with Condensed Interim Financial
Information for the period ended September 30, 2020.

Fund Objective

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

Principal activities

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

Fund performance

The LIF yielded an annualized return of 5.26% in the Q1FY21 compared to the Benchmark return of
7.10% p.a. As of September 30, 2020, the LIF portfolio was invested 32.4% in cash, 35.5% in PIBs,
14.6% in corporate debts, 14% in TDR, and 0.6% in MTS while the weighted average maturity of the
LIF portfolio stood at 848 days. The fund size of the LIF as of September 30, 2020 is PKR 2,983 million.

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

Economic Review

CPlin 3QCY20 averaged 8.8%, ranging on the higher end of SBP's short term 7-9% range. This was
majorly led by rise in food inflation in the rural centers. In the monetary policy during September, SBP
kept the policy rate unchanged at 7.0% (the last cut took place in June 2020). The current account
balance was a surplus of US$297mn, compared to a surplus of US$508mn in July and a deficit of
US$601mn SPLY. This was the fourth C/A surplus in the past 12 months, led majorly by good reduction
of imports (down 10% yoy) and healthy remittances (up 24% yoy). Remittances have remained above
the US$2bn mark in Jun-Sep'20 led by crackdown on informal channels and travel restrictions. The
daily new Covid-19 cases fell to 600-700 by end of September, steeply down from a peak of 7,000
cases by June 2020. All these factors point to continued improvement in macroeconomic indicators
and that the Pakistan economy is well on-course to recovery.

Fixed Income Market Review

The Government of Pakistan raised PKR1.9tn in three Treasury Bills auction during 3QCY20 - similar
to 2QCY20 - but lower vs. PKR6.1tn in 3QCY19 with SBP's appetite remaining limited. Cut of yields at
the end of the quarter stood at 7.13%/7.18% and 7.31% for 3M/6M and 12M tenors at the end of
Sep'20 vs. 6.85%, 6.66% and 6.85% at the end of June'20. The SBP decided to maintain rates at 7.0%
in Sep'20. In the PIBs auction, bids accepted by SBP declined to PKR249bn in 3QCY20 vs. PKR963bn
in SPLY (and PKR399bn in 2QCY20). Cut off yields for 3YR, 5YR and 10YR tenors declined to 8.2%,
8.45% and 8.99% during the quarter (vs. 7.97%, 8.44% and 8.99% at the end of June'20).
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Significant event during the period - COVID -19

A novel virus (2019-nCOV) was first reported in Wuhan, China on December 31, 2019. The virus causes
respiratory illnesses like SARS but is less fatal. However, given the contagious nature of the virus, WHO
declared COVID-19 as a pandemic on March 11, 2020, (the last pandemic was in 2009) when the global
confirmed cases were almost 127,000. It has now spread to 216 countries around the world with more
than 38 million confirmed cases.

With no vaccine and high R-naught (reproduction number) of the virus, the initial response by all
governments was complete lockdown. Owing to this, almost 93% of the economies are expected to
shrink on a per capita basis during CY20 (2009: 61.2%) with advanced economies projected to shrink
by 7% while developing and emerging economies are expected to contract by as much as 2.5%.
However, as the spread of the virus is slowing, governments across the world have started resuming
economic activities with fewer travel restrictions. As per the survey conducted by McKinsey Global,
a major proportion of executives across the world now expects that the economic sentiment is going
to be better in their country during the next 6 months going forward.

Pakistan has reached its peak in mid-June 2020. Currently, the total number of confirmed cases has
crossed 321k; however, the new case count is down to ~800 now with only ~9k active cases left. The
complete lockdown was placed for the first two months which was later converted into a smart
lockdown at end-May. Pakistan's COVID-19 containment strategy seems to be yielding results as 1.8%
of tests are now positive for COVID-19 compared to 4.9% at the start of August 2020.

However, with a viable vaccine now expected to arrive by the end of 1QCY21, health experts are still
advising governments to maintain balance between economic recovery and COVID-19 spread with
the emphasis on the latter.

Future Outlook

We think SBP will remain dovish and will not look to increase interest rates rapidly however, high
inflation turnout (9% or more), together with strong demand trends and high financial stability, may
trigger a rate hike earlier than expectations, however chances remain lower. Several structural reforms
are underway, where circular debt settlement and tax reforms may spearhead resumption of the
USS6bn IMF Program. Remittances normalization (from current pace of over USS2bn/month) may
cause some slippage in the current account; however gradual improvement in exports should offer
support. Real GDP growth is projected to rise by 2% in FY21 as per SBP. Fiscal position remains weak
but is expected to improve on the back of tax reforms aimed to increase tax revenue generation
through a wider tax base. Next 6 months should also bring clarity on a potential Covid-19 vaccine
which should ease jitters arising from the ongoing second wave of infections.

Acknowledgement

The Board is thankful to its valued investors, the Securities & Exchange Commission of Pakistan, the
State Bank of Pakistan, the Trustee of the Fund - Central Depository Company of Pakistan Limited and
the management of the Pakistan Stock Exchange Limited for their continued cooperation and support.
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Condensed Interim Statement of Assets and Liabilities
As at September 30, 2020

September 30, June 30,
2020 2020
(Unaudited) (Audited)
Note (Rupees)
ASSETS

Bank balances 995,921,142 883,217,038
Investments 1,994,003,329 2,118,193,674
Receivable from Margin Trading System 17,697,161 -

Mark-up receivable 77,002,755 85,055,513
Deposits, prepayments and other receivables 7,767,340 17,626,909
TOTAL ASSETS 3,092,391,727 3,104,093,135

LIABILITIES

Payable to the Management Company 21,314,975 19,119,396
Payable to the Trustee
199,995 370,256
Annual fee payable to Securities and Exchange
Commission of Pakistan 152,522 494,383
Accrued expenses and other liabilities 24,620,423 23,575,211
Payable against Margin Trading System 12,448,781 -
Payable against purchase of investments 50,807,909 -

TOTAL LIABILITIES 109,544,605 43,559,246
NET ASSETS 2,982,847,122 3,060,533,889

UNIT HOLDERS' FUND (as per statement of
movement in unit holders' fund) 2,982,847,122 3,060,533,889

CONTINGENCIES AND COMMITMENTS
(Number of units)

Number of units in issue 29,187,747 30,344,640

(Rupees)

Net assets value per unit 102.1951 100.8591

The annexed notes from 1 to 17 form an integral part of these condensed interim financial statements.

For Lakson Investments Limited
(Management Company)

Chief Executive Officer Chief Financial Officer Director

9
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Condensed Interim Income Statement (Unaudited)
For the quarter ended September 30, 2020

2020 2019

INCOME (Rupees)
Mark-up income 71,296,162 85,321,683
Income from Margin Trading System 13,535 -
Gain / (loss) on sale of held for trading

investments - net 117,908 91,090
Unrealised appreciation / (dimunition) in the

fair value of investments classified as

'held for trading' (20,685,759) 10,083,004

50,741,846 95,495,777

EXPENSES
Remuneration to the Management Company . 7,748,187 9,059,707
Sindh Sales tax on remuneration to the
Management Company . 1,007,264 1,177,762
Remuneration to the Trustee 646,418 518,913
Annual fee to the Securities and Exchange
Commission of Pakistan 152,547 120,796
Annual Supervisory fee of SECP on PSX Listing Fee 628 629
Auditors' remuneration 76,674 73,380
Fees and subscription 159,712 280,970
Brokerage expenses 19,997 -
Bank and settlement charges 127,070 157,741
9,938,497 11,389,898
Net income from operating activities 40,803,349 84,105,879

Sindh Workers' Welfare Fund . (816,067) (1,682,118)

Net income for the period before taxation 39,987,282 82,423,761

Taxation

Net income for the period after taxation 39,987,282 82,423,761

Allocation of Net Income for the period:

Net income for the year after taxation 39,987,282 82,423,761

Income already paid on units redeemed (990,823) (4,435,615)
38,996,459 77,988,146

Accounting income available for distribution
Relating to capital gains - 9,522,675
Excluding capital gains 38,996,459 68,465,471
Accounting income available for distribution 38,996,459 77,988,146

The annexed notes from 1 to 17 form an integral part of these condensed interim financial statements.

For Lakson Investments Limited
(Management Company)

Chief Executive Officer Chief Financial Officer Director

10
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Condensed Interim Statement of Comprehensive Income (Unaudited)
For the quarter ended September 30, 2020

2020 2019
(Rupees)

Net income for the period after taxation 39,987,282 82,423,761

Other comprehensive income

Total comprehensive income for the period 39,987,282 82,423,761

The annexed notes from 1 to 17 form an integral part of these condensed interim financial statements.

For Lakson Investments Limited
(Management Company)

Chief Executive Officer Chief Financial Officer Director

11




&

LAKSON INVESTMENTS

LAKSON INCOME FUND

'WE MANAGE YOUR MONEY, AS WE MANAGE OUR OWN

(seadny)

8SvSv0T
6STOT0T

¥00°€80°0T
T9V'LES'TOT

S9Y'0Z6°TIT

9v1'886'LL

6TEZE6'EE

(965°£50°ST)
ST6'686'8

S9V‘0Z6'TTT

"SIUDLIBIEIS [BIDUBUY WLIDIUI PASUSPUOD 53Y3 JO 1ied [eIF9)U] U W) £T 03 T WO} SBIOU paxauue ayL

T1S6T°20T
1658°00T

(seadny)
YET'YBLLY
(65£589'02)
768'691'88
YET'YBLLY

6519668€
651°9668€

SL9'L8L8T
vLT'€es’y
T0Y'796'1T

865'T9E'SEET S9Y'0Z6°TIT

EET'TYY'ECT'T TTT'LV8'T86'T YET'VBLL9 886'290'ST6'T

T9L'ETY'T8 T9L'€TYT8

T9L'ETY'T8 T9L'€TYT8

(8EE'EVL L6E) (ST9'SEY'Y)

787'L86'6E 787'L86'6E

787'L86'6E 787'L86'6E

(e2£'20€'e6E)  (822'819'2L0°T) (£28'066) (sov‘2z9‘1£0'T)

(6TH'S9E'TT)

(ST9'SEV'Y)
(6T6°2LE'98€)

708'626'9) €£28°066)
616'2L£'98€) ||(S0V'£29'TL0°T))

(€28°066)
(S0¥*£29'T£0T)

¥20°T09'66€

¥20°T09°66€ 081‘Vv6'vS6 08T‘vV6'vS6

me‘mmNN
S6T'T08T6E

678°66LL

887875V 882875y
S6TTO8'T6E

268°STV'0S6 68°STH'0S6

1ST°080°TSTT 6TETE6'EE

TEQLYTLIT'T 888'EES090°E SL9°L8L'8T TITVLTED'E

(seadny)

(seadny)

juaWIsanul uo

sujes / (sasso]) wiooul

painquisipun

JUBWISAAUL U0
suied / (sasso))
pasijeaiun

awoouy

panquisipun | 2MICA IEded

anjen jended

0z0z

0202 ‘0€ J1aqwiaidas papua Jayenb ayj 104

pouad ay3 Jo pua 3e Jjun Jad anjeA s)asse 19N
pouad ay) jo Sujuui8aq 1e 3un Jad anjea syasse 19N

(ssol) pasijeaiun

140 5351IAWOD PJeMIO) P3LLIE BWODUI PAINGLISIPUN
pJBAIOJ PaLLIED BUWIODUI PRINQLISIPUN

suied |eyded Suipnppx3
sured |eyded o) Sunejay
uonnquIsIp Joj d|qe|ieAe awodul / (ssof) Suunoddy

ues pasijeaun
uieg pasijeay
paemio 3ySnoiq awodul paINgLISIpUnN

pouiad ay3 jo pua Je s1asse 1N
uonnquIsip ssa| poliad ayy Joj awiodul 13N

pouiad ay3 40y awodUl dAISUBYaIdWOD [e30]

dWOodUu| JO JuaWa|3-
anjep [ended-
(sMun 628'66L'L :6102)
S11UN 860°085°0T 40 uondwapal uo syuawAhed |elol

2Wodu| Jo Juawa|3-
anjeA [ended-
(suun £99°8/8'€ :61T07)
S)UN $0Z‘EZY’6 JO 22ueNnss uo spaadoid [e10]
pouad ayy jo Suluuidaq je s1asse 19N

(paupneun) pun4 ,S19p|OH UM JO SAIISIY U] JUSWSAOIA] JO JUSWIALL]S WILIAU| PAsUapU0)

For Lakson Investments Limited

(Management Company)

Director

Chief Financial Officer

Chief Executive Officer
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Condensed Interim Cash Flow Statement (Unaudited)
For the quarter ended September 30, 2020

2020 2019
(Rupees)
CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the period before taxation 39,987,282 82,423,761

Adjustments for non-cash charges and other items:
Unrealised appreciation in the fair value of investments
classified as 'held for trading' - net 20,685,759 (10,083,004)
60,673,041 72,340,757

(Decrease) / Increase in assets

Investments - net 103,504,586 (197,608,853)
Receivable against Margin Trading System (17,697,161) -
Mark-up receivable 8,052,758 (11,130,014)
Deposits, prepayments and other receivables 9,859,569 213,759
103,719,752 (208,525,108)

(Decrease) in liabilities
Payable to the Management Company 2,195,579 (2,374,061)
Payable to the Trustee (170,261) (87,918)
Annual fee payable to Securities and Exchange

Commission of Pakistan (341,861) (2,304,492)

Payable against Margin Trading System 12,448,781
Payable against purchase of investments 50,807,909 -
Accrued expenses and other liabilities 1,045,212 1,619,928
65,985,359 (3,146,543)
Net cash generated / (used in) operating activities 230,378,152 (139,330,894)

CASH FLOWS FROM FINANCING ACTIVITIES

Cash received from issue of units 954,944,180 399,601,024
Cash paid on redemption of units (1,072,618,228) (397,743,338)
Cash dividend paid - -
Net cash (used in) / generated from financing activities (117,674,048) 1,857,686
Net (decrease) / increase in cash and cash equivalents 112,704,104 (137,473,208)
Cash and cash equivalents at the beginning of the period 883,217,038 1,319,573,643
Cash and cash equivalents at the end of the period 995,921,142 1,182,100,435

The annexed notes from 1 to 17 form an integral part of these condensed interim financial statements.

For Lakson Investments Limited
(Management Company)

Chief Executive Officer Chief Financial Officer Director
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Notes to the Condensed Interim Financial Information (Unaudited)
For the quarter ended September 30, 2020

LEGAL STATUS AND NATURE OF BUSINESS

The Lakson Income Fund (the "Fund") was established under the Trust Deed executed on
August 18, 2009 between the Lakson Investments Limited as its Management Company and
the Central Depository Company of Pakistan Limited (CDC) as its Trustee. The Fund has been
registered as a Notified Entity on September 18, 2009 by the Securities and Exchange Commission
of Pakistan (SECP) in accordance with the Non-Banking Finance Companies and Notified Entities
Regulations, 2008 (NBFC Regulations). The Management Company of the Fund has been licensed
by SECP to undertake Asset Management and Investment Advisory Services as a Non-Banking
Finance Company under the Non-Banking Finance Companies (Establishment and Regulation)
Rules, 2003 (NBFC Rules). The registered office of the Management Company is located at 14-
Ali Block, New Garden Town, Lahore.

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

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

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

The Pakistan Credit Rating Agency Limited (PACRA) has maintained A+(f) (Fund Stability Rating)
to the Fund on October 16, 2020 and has also maintained asset manager rating of the Company
to AM2+ (stable outlook), on August 28, 2020

BASIS OF PREPARATION
Statement of compliance

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

International Financial Reporting Standards (IFRS Standards) issued by the International
Accounting Standards Board (IASB) as notified under the Companies Act, 2017;

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

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

Where provisions of and directives issued under the Companies Act, 2017, part VIIIA of the
repealed Companies Ordinance, 1984, the NBFC Rules, the NBFC Regulations differ from the
IFRS Standards, the provisions of and directives issued under the Companies Act, 2017, part
VIIIA of the repealed Companies Ordinance, 1984, the NBFC Rules and the NBFC Regulations
have been followed.
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In compliance with schedule V of the NBFC Regulations the directors of the Management
Company hereby declare that this condensed interim financial information gives a true and fair
view of the state of the Fund’s affairs as at September 30, 2020.

Basis of measurement

This condensed interim financial information has been prepared under the historical cost
convention, except for investments that are stated at fair values.

This condensed interim financial information has been prepared following accrual basis of
accounting except for cash flow information.

Functional And Presentation Currency

These financial statements are prepared in Pakistani Rupees, which is presentation and functional
currency of the Fund.

Significant judgement and estimates

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

The significant judgments made by management in applying the accounting policies and the
key sources of estimation uncertainty were the same as those that were applied to financial
statements as at and for the year ended June 30, 2020.

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies and methods of computation adopted in the preparation of these
condensed interim financial informations are the same as those applied in the preparation of

the financial statements as at and for the year ended June 30, 2020.

FINANCIAL RISK MANAGEMENT

The Fund financial risk management objectives and policies are consistent with those disclosed
in the annual audited financial statements for the year ended June 30, 2020.

September 30, June 30,
2020 2020
(Unaudited) (Audited)
(Rupees)
BANK BALANCES

Local currency

In profit and loss sharing accounts . 995,913,667 883,209,564

In current accounts 7,475 7,474
995,921,142 883,217,038

These represents profit and loss account maintained with banks carrying profit rates ranging
from 5.5% to 11.10% (2020: 6.50% to 11.10%) per annum.
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INVESTMENTS - financial assets at fair value through profit or loss - held for trading

September 30, June 30,
2020 2020
(Unaudited) (Audited)

Government Securities (Rupees)

Market Treasury Bills . 24,966,000 -

Pakistan Investment Bonds - Fixed Rate . 889,205,000 859,756,310
Pakistan Investment Bonds - Floating Rate . 201,920,000 201,800,000
Term Finance Certificates - Listed . 72,810,854 73,293,517
Term Finance Certificates - Unlisted . 243,930,888 254,068,170
Sukuk Certificates . 131,170,587 146,176,617

1,564,003,329 1,535,094,614

Loans and Receivables

Term Deposits Receipts . 430,000,000 430,000,000

Commercial Paper - 153,099,060
430,000,000 583,099,060

1,994,003,329 2,118,193,674

Market Treasury Bills

Number of treasury bill: Balance as at September 30, 2020 Market Market
Number of " Disposed/ | Number of ’ Unrealized | valueasa | valueasa
holdings at the|  Acquired | “Cred | holdingsat | C2ViNg | Market value |appreciation | percentage |percentage of
beginning of wﬁ,d duringthe | the end of valua iminuti of net assets ‘total
the period period | the period Rupees of the fund | i

Treasury Bills - 1 Year
(face value of Rs.
100,000 each) - 12,450 250 24,967,226 24,966,000 (1,226) 0.84%

Total as at September 30, 2020 24,967,226 24,966,000 (1,226) 0.01
Total as at June 30, 2020 - - - B

This represents investments in Market Treasury Bills carrying profit rate of 6.90% and having
maturity on 08 October 2020 . The face value of Market Treasury Bills as at 30 September 2020
amounted to Rs. 25 million (2020: NIL)

Pakistan Investment Bond - Fixed Rate

-Number of Pakistan i bond- Balance as at 30, 2020 Market Market
Number of Disposed, Number of N i value as a value as a
holdings at thel mred | holdings ot Carnving | Market value | Uneal2eS | percentage | percentage of
beginning of duringthe | the end of of net assets total
Note | _the period period the period Rupees of the fund | investments

Acquired
during the
period

3 years Pakistan Investment
Bond (face value of Rs. 100,000 each)7.2.1 4,750 4,750 489,389,339 482,909,700  (6,479,639) 16.19% 24.22%

5 years Pakistan Investment
Bond (face value of Rs. 100,000 each)7.2.2 391,589,922 380,760,000  (10,829,922)

10 years Pakistan Investment
Bond (face value of Rs. 100,000 each)7.2.3 27,158,950 25535300  (1,623,650) 0.86% 1.28%

Total as at September 30, 2020 908,138,211 889,205,000  (18,933,211) 29.81% 44.59%
Total as at June 30, 2020 851,092,371 859,756,310 8,663,939 21.93% 28.87%

This represents investments in 3 years Pakistan Investment Bond carrying a profit rate of 9.00%
and having maturity on 21 September 2022. The face value of Pakistan Investment Bond as at
30 September 2020 amounted to Rs. 475 million.(2020: Rs. 475 million)

This represents investments in 5 years Pakistan Investment Bond carrying a profit rate of 9.50%
and having maturity on 19 September 2024. The face value of Pakistan Investment Bond as at
30 September 2020 amounted to Rs. 375 million. (2020: Rs. 325 million)
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7.2.3 This represents investments in 10 years Pakistan Investment Bond carrying a profit rate of
10.00% and having maturity on 19 September 2029. The face value of Pakistan Investment
Bond as at 30 September 2020 amounted to Rs. 25 million. (2020: Rs. 25 million)

Pakistan Investment Bond - Floating Rate

ber of Pakistan i bond- Balance as at September 30, 2020 Market Market
Number of ; Disposed/ | Number of - Unrealized | Valueasa | valueasa
holdings at the| dt‘;?::(ehde matured | holdingsat | CATVINE | Marketvalue | LRSI | percentage | percentage of
beginning of | “CEXI | duringthe | the end of of netassets| total
the period period the period Rupees of the fund | i

10 years Pakistan Investment

Bonds (face value of Rs.
100,000 each) 2,000 201,743,166 201,920,000 176,834 10.13%
Total as at September 30, 2020
Total as at June 30, 2020

201,743,166 201,920,000 176,834 10.13%
203,952,881 201,800,000  (2,152,881) 9.53%

This represents investments in 10 years Pakistan Investment Bond carrying a profit rate of
7.22% semi annually and having maturity on 25 July 2029. The face value of Pakistan Investment
Bond as at 30 September 2020 amounted to Rs. 200 million. (2020: Rs. 200 million)

Term Finance Certificates - listed

Balance as at September 30, 2019
NGBerof | pcouireq | Dsposed ] | NGmberof | e ™I \orer | Unrealized |as preemage|ss peeemiage | pescontage.
Name of Security holdings at during the matured holdings at value (diminution) Ofpllet asselgs pﬂ' total ¢ pof size ng‘
beginning of 8 | duringthe | the end of , i
the period |  Per period | the period of the Fund the issue

Commercial Banks
HBL Tier-1I TFCs 10 years
(face value of Rs. 100,000 each) 7.4.1

73,278,517 72,810,854  (467,663)

Total as at September 30, 2020
Total as at June 30, 2020

73,278,517 _ 72,810,854 (467,663)
73,698,295 73,293,517 (404,777)

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

Term Finance Certificates - Un-listed

mber of term finance certificat Balance as at September 30, 2019
Number of N Disposed / Number of . Unrealized
Name of Security holdings at r:;:r?:;:»:‘e matured | holdingsat | C2TTVINE Market | (giminution) oo ph o
beginning of o duringthe | the end of appreciation | © '"f‘ assef ds | oftota °h size of
the period P period the period ofthe Fund | investment | the issue

Market value | Market value | Face value as|
as

—(Rupees)—

Commercial Banks

Silk Bank Limited PPTFC - 08 Years
(face value of Rs. 5,000 each) 751 16,000 71,762,656 69,634,035 (2,128,621) 233%
Jahangir Siddiqui Company Limited PPTFC

(face value of Rs. 5,000 each) 752 15,000 36,447,188 37,500,000 1,052,813 1.26%
BAHL Tier-Il TFCs 10 years

( face value of Rs. 5,000 each) 753 28,000 136475326 136,796,853 321,527 4.59% 6.86%
Total as at September 30, 2020

244,685,170 243,930,888 __(754,282) 8.18% 12.23%
Total as at June 30, 2020

256,138,201 254,068,170 _(2,070,122) 8.31% 11.99%

7.5.1 This represents unlisted term finance certificates issued by Silk Bank Limited. Total size of the
issue is Rs. 2,000 million and the term of the TFCs is eight years commencing from the date of
issue of TFCs which was August 2017 and ending on August 2025. Profit on the instrument
shall be payable semi-annually in arrears on the outstanding balance and the first such profit
payment shall fall due 6 months from the issue date and subsequently every six months
thereafter. Profit rate shall be the average six months KIBOR + 1.85% per annum. The instrument
will be structured to redeem 0.14% of the issue amount during the first 7 years and remaining
99.86% in the last two semi annual instalments of 49.93% each. The instrument is unsecured
and subordinated to all other indebtedness of the Bank. The rating of the instrument is BBB+.
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7.5.1.1 The Securities & Exchange Commission of Pakistan vide circular No. 16 of 2010 dated July 7,
2010, prescribed specific disclosures for the scheme holding investments that are non-
compliant either with the minimum investment specified for the category assigned to such
schemes or with investment requirements of their constitutive documents.

Value of Value of

Name of Non Compliant Non- Type of investment Total investment % of Net Assets| % of gross

C i Instrument bef_o(e Prr;vlls&an after assets
Provision e Provision

Rating is below
' investment grade as .
f;':c?v"aklj;"of,fj F§0§§g§§,;§ prescribed in clause Term finance | 69,634,035 69,634,035 2.25%
n 0. 2.4 of the

offering document

At the time of purchase, this term finance certificate was in compliance with the aforementitoned circular. However, subsequently it was downgraded
to BBB+ from A-.

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

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

Sukuk Certificates

ber of sukuk certifi Balance as at September 30, 2020
Disposed/ | Number of
matured | holdings at
duringthe | the end of
period | the period

Market value | Market value | Face value as|

Carrying Market Unrealized |as percentage |as percentage | percentage
value appreciation | of net assets | of total of size of

ofthe Fund | investment | the issue

Number of
holdings at
beginning of
the period

Acquired
during the
period

Investment Company
Dawood Herculus Corporation

Limited - 05 Years (Face value of

100,000 each) 761 - - 29,691,971 29,782,200 1.00%

Dawood Herculus Corporation

Limited - 05 Years (Face value of
100,000 each) 762 1,430 - - 102,184,826 101,388,387  (796,439) 3.40% 5.08% 2.38%

Total as at September 30, 2020 131,876,797 131,170,587 _ (706,210) 4.40% 6.58% 3.08%
Total as at June 30, 2020 143,389,503 146,176,617 2,787,114 4.78% 6.90% 2.40%

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

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

Commercial Papers {Number of Commercial Papers Balance as at September 30, 2020 Market Market
Numberof | acquired | Disposed/ | Number of valueasa | value
holdings at the| matured | holdings at percentage | percentage of
beginning of duringthe | the end of of netassets | total
the period period | the period Rupees of the fund | i

Unrealized

Carrying | Market value e
value appreciation

during the
period

K-Electric CP-3 (6 Months) 1,160,000.00 - 1,160,000
K-Electric CP-3 (6 Months) 400,000.00 - 400,000

Total as at September 30, 2020
Total as at June 30, 2020
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6.7 Listed Equity Securities (Spread Transactions)

Shares of listed companies - fully paid up ordinary shares of Rs. 10 each unless stated otherwise

Balance as at September 30, 2020

Market value | Market value

Carrying Market Unrealized |as percentage |as percentage
value | appreciation | of net assets | of total

of the Fund | investment

Number of
holdings at
beginning of
the period

Bonus shares /[ Disposed/ | Number of
letter of right | matured | holdings at

received | duringthe | the end of
during the year| period the period

Acquired
during the
period

Commercial Banks
The Searle Company Limited - 100,000.00 - 100,000.00

Total as at September 30, 2020
Total as at June 30, 2020

7.7 Term deposit receipts
September 30, June 30,
2020 2020
(Unaudited) (Audited)
(Rupees)

- Mobilink Microfinace Bank Limited 230,000,000 230,000,000
- U-Microfinance Bank Limited 200,000,000 200,000,000
430,000,000 400,000,000

This Term depsoit has been deposited at a coupon of 15.00% having maturity on 21 October
2020.

This Term depsoit has been deposited at a coupon of 14.25% having maturity on 21 October
2021.

September 30, June 30,
2020 2020
(Unaudited) (Audited)
(Rupees)
PAYABLE TO THE MANAGEMENT COMPANY

Remuneration payable . 2,448,643 505,654
Sindh Sales Tax on remuneration to
Management Company . 2,686,606 2,434,016
Federal Excise Duty on remuneration to
Management Company . 16,177,075 16,177,075
Sale Load Payable to Management Company 2,651 2,651
21,314,975 19,119,396

The Management Company is entitled to remuneration for services rendered to the Fund under
the provisions of the Non-Banking Finance Companies and Notified Entities Regulations, 2008,
of an amount not exceeding 1.5% per annum of the average daily net assets of the Fund.
Currently, the remuneration of the Management Company has been charged at the rate of
1.00% of the average daily net assets of the Fund. The remuneration is paid to the Management
Company monthly in arrears.

The Provincial Government of Sindh has levied Sindh Sales Tax at the rate of 13% on Management
Company's remuneration. Above liability includes Rs. 2,368,285 (June 30, 2020: Rs. 2,368,285)
accrued on Federal Excise Duty (FED) charged on the management remuneration as more fully
explained in note 8.3 below. Had the provision relating to FED not been made, net asset value
per unit of the Fund as at September 30, 2020 would have been higher by Re. 0.0811 (June 30,
2020: Re. 0.0780) per unit.

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

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

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

However, since the appeal is pending in the Supreme Court of Pakistan, the Management
Company, as a matter of abundant caution, is carrying provision for FED for the period from
June 13, 2013 to June 30, 2016 aggregating to Rs. 16.177 million. Had the provision not been
made, net assets value per unit of the Fund as at September 30, 2020 would have been higher
by Re. 0.55 (June 30, 2020: Re. 0.53) per unit.

September 30, June 30,
2020 2020
(Unaudited) (Audited
ACCRUED EXPENSES AND OTHER (Rupees)
LIABILITIES

Auditors' remuneration

Sindh Workers' Welfare Fund
Brokerage payable

NCCPL payable

Printing and stationery payable
Withholding tax payable

CGT payable on redemption of units
PACRA rating fee payable

Others

46,397 147,869
21,242,920 20,426,852
77,014 55,457
96,558 34,153
20,550 20,550
733,645 418,481
2,394,858 2,261,578
- 138,500

8,482 71,772

24,620,423 23,575,211

Sindh Workers' Welfare Fund

Provision for Sindh Workers' Welfare Fund is being made on a daily basis going forward pursuant
to MUFAP's recommendation to all its members on January 12, 2017 against the backdrop of
the Sindh Revenue Board (SRB) letter to mutual funds in January 2016 whereby SRB directed
the mutual funds to register and pay Sindh Workers Welfare Fund (SWWF) for the accounting
year closing on or after December 31, 2013. This is on the premise that mutual funds are
included in definition of financial institutions in the Financial Institutions (Recovery of Finance)
Ordinance, 2001 hence WWF is payable by them. Though MUFAP has taken up the matter with
the Sindh Finance Ministry to have CISs /mutual funds excluded from the applicability of SWWF,
but as a matter of abundant caution management has recorded SWWF with effect from the
date of the applicability of the SWWF Act, 2014 (i.e. with effect from July 1, 2014).

Provision for SWWF as of June 30, 2020 amounted to Rs. 59.503 million. Had the recognition
in previous years not been made, the net assets value per unit of the Fund would be higher
by Re. 0.73 (June 30, 2020: Re. 0.67).

CONTINGENCIES AND COMMITMENTS
Contingencies

There were no contingencies as at September 30, 2020 and June 30, 2020.
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10.2 Commitments
September 30, June 30,
2020 2020
(Unaudited) (Audited)
Note (Rupees)

Margin trading system transactions entered
into by the Fund in respect of which purchase
transactions have not been settled 12,448,781

TAXATION

The Fund is exempt from taxation under clause 99 of the Part | of the Second Schedule of the
Income Tax Ordinance, 2001, subject to the condition that not less than 90% of its accounting
income for the year as reduced by capital gains whether realised or unrealised is distributed
amongst the unit holders, provided that for the purpose of determining distribution of not less
than 90% of its accounting income for the year, the income distributed through bonus units
shall not be taken into account. Furthermore, as per regulation 63 of the Non-Banking Finance
Companies and Notified Entities Regulations, 2008, the Fund is required to distribute 90% of
the net accounting income other than capital gains to the unit holders.

The Fund is also exempt from the provisions of section 113 (minimum tax) under clause 11A
of Part IV of the Second Schedule to the Income Tax Ordinance, 2001. The management has
distributed at least 90% of the income earned during the year by the Fund to the unit holders.

TRANSACTIONS AND BALANCES WITH RELATED PARTIES / CONNECTED PERSONS

Related parties include Lakson Investments Limited being the Management Company, Central
Depository Company of Pakistan Limited (CDC) being the Trustee, SIZA Services (Private) Limited
being the holding company of the Management Company, associated companies of the
Management Company, key management personnel, other funds being managed by the
Management Company and unit holders holding more than 10% in the units of the Funds as
of September 30, 2020.

Remuneration to the Management Company and the Trustee is determined in accordance with
the provisions of NBFC Regulations and the Trust Deed respectively. Other transactions are in
normal course of business, at contracted rates and terms determined in accordance with the
market rates.

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

September 30, June 30,
2020 2020
Balance as at period / year end (Unaudited) (Audited)
(Rupees)

Lakson Investments Limited - Management Company
Remuneration payable 2,448,643 505,654
Sindh Sales Tax and Federal Excise Duty

on Remuneration to Management Company 18,863,681 18,611,091

Central Depository Company of Pakistan

Limited - Trustee
Remuneration payable 199,995 370,256
Security deposit 100,000 100,000
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September 30,

2020 2019
12.3 Other transactions during the period (Unaudited)

(Rupees)
Lakson Investments Limited - Management
Company of the Fund
Remuneration to the Management Company 7,748,187 9,059,707
Sindh Sales Tax on remuneration to Management
Company 1,007,264 1,177,762

Central Depository Company of Pakistan

Limited- Trustee of the Fund
Remuneration to the Trustee 646,418 518,913
Settlement charges 46,287 46,287

Total Expense Ratio (TER)

Securities and Exchange Commission of Pakistan (SECP) vide its Directive No.
SCD/PRDD/Direction/18/2016 dated 20 July 2016, required that Collective Investment Scheme
(CIS) shall disclose Total Expense Ratio (TER) in the periodic financial statements of CIS / the
Fund. TER of the Fund for the quarter ended September 30, 2020 is 1.41% (September 30,
2019: 2.16%) which includes 0.27% (September 30, 2019: 0.51%) representing government
levies (comprising of Government Levies and SECP fee, etc.). As per NBFC Regulation the total
expense ratio of the Income Scheme shall be caped up to 2.5% (Sep 30, 2019: 2.5%).

COVID 19 RELATED IMPACT

The coronavirus pandemic and the measures to reduce its spread have significantly impacted
Pakistan’s economy. Regulators and Governments across the globe have introduced fiscal and
economic stimulus measures to mitigate its impact. SECP and SBP has responded to the crisis
by taking measures to maintain system soundness and to sustain the economic activity. The
Fund's operations were also affected although it were operated under all necessary Standard
Operating Procedures (SOPs) issued by the Government to ensure the safety of employees and
smooth and adequate continuation of its business and sound business and risk management
procedures. However, the economy had an effect and the Fund also being part of the economy
had an impact. Nonetheless, the management is of the view that with improving medical
situation and also the economy and its opening up, and is also evident for the significant rise
in the PSX index subsequent to the year end, the Fund's performance going forward will improve
further so as to support the sustainable performance and the growth of the Fund.

FAIR VALUE OF FINANCIAL INSTRUMENTS

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

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

The fair value of financial assets and liabilities traded in active markets i.e. listed equity shares
are based on the quoted market prices at the close of trading on the period end date. The
quoted market prices used for financial assets held by the Fund is current bid price.

A financial instrument is regarded as quoted in an active market if quoted prices are readily
and regularly available from an exchange, dealer, broker, industry group, pricing service, or
regulatory agency, and those prices represent actual and regularly occurring market transactions
on an arm’s length basis.
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IFRS 13, 'Fair Value Measurements' requires the Fund to classify fair value measurements using
a fair value hierarchy that reflects the significance of the inputs used in making the measurements.
The fair value hierarchy has the following levels:

Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1);
Inputs other than quoted prices included within level 1 that are observable for the asset or
liability, either directly (that is, as prices) or indirectly (that is, derived from prices) (level

2); and

Inputs for the assets or liability that are not based on observable market data (that is,
unobservable inputs) (level 3).

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

As at September 30, 2020

Un-audited

Level 2 | Level 3

Rupees
Financial assets measured at fair value

Term finance certificates 316,741,742 316,741,742
Sukuk certificates 131,170,587 131,170,587
Government Securities 1,116,091,000 1,116,091,000

1,564,003,329 1,564,003,329

As at June 30, 2020

Audited

Level 2 Level 3 Total

i i i Rupees
Financial assets measured at fair value

Term finance certificates 327,361,687 327,361,687
Sukuk certificates 146,176,617 146,176,617
Government Securities 1,061,556,310 1,061,556,310

1,535,094,614 1,535,094,614

Date of Authorization for Issue

These condensed interim financial statements were authorized for issue by Board of Directors
of the Management company on October 22, 2020

GENERAL

Figures have been rounded off to the nearest rupee.

For Lakson Investments Limited
(Management Company)

Chief Executive Officer Chief Financial Officer Director
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A Lakson Group Company
Lakson Investments (DIFC) Limited
Lakson Investments Limited (Regulated by the DFSA)
Lakson Square, Building No. 2, Level 15, Gate Building
Sarwar Shaheed Road, DIFC, P.O. Box 507054
Karachi-74200, Pakistan Dubai, U.A.E.
T +92.21 3840.0000 T +971.4 401.9284

F +92.21 3568.1653 F +971.4 401.9578



