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REPORT OF THE DIRECTORS OF

THE MANAGEMENT COMPANY
For the year ended June 30, 2018

The Board of Directors of HBL Asset Management Limited is pleased to present its report together with Financial Statements
of HBL Income Fund, HBL Government Securities Fund, HBL Money Market Fund, HBL Cash Fund, HBL Stock Fund, HBL Equity
Fund, HBL Energy Fund, HBL Multi Asset Fund and HBL Financial Planning Fund (the Funds) for the year ended June 30, 2018.

Economic Review

Pakistan’s economy sustained its growth trajectory in FY18 with substantial increase in aggregate demand leading to higher
external account risks. The challenges faced by the economy largely remained un-mitigated in midst of higher international oil
prices which aggravated current account deficit recently (mainly in 4QFY18). More recent policy steps (PKR depreciation,
interest rate increase and imposition of duty on import products) would likely yield some results while we foresee
continuation of stringent policy measures in FY19 as well.

GDP growth remained impressive at 5.8% in FY18 compared to 5.4% in the year before and the growth rate was the highest
in the past 13 years. Key factors behind the higher GDP growth rate was a turnaround in the agricultural sector, which posted
3.8% growth vs. just 2.1% growth in the previous year; meanwhile, industrial growth came in at 5.8% and services sector
posted growth of 6.4%. Large-scale manufacturing (LSM) posted 6b.0% YoY growth during 11MFY18 mainly led by Electronics
(+36.0%), Iron & Steel Products (+22.0%), Automobiles (+18.0%) and Non-metallic Mineral Products (+11.9%). Average
Inflation during FY18 was muted at 3.92%. However, inflation picked up at the end of year as head line inflation and core
inflation was recorded at 5.2% and 7.1% respectively for the month of Jun-18. This uptick in inflation was due to higher
international oil prices and three rounds of rupee deprecation. PKR depreciated by 5.0% against US dollar during Jun-18,
taking cumulative FY18 PKR depreciation to 16.0%.

The fiscal deficit exhibited a deterioration in 9MFY18 where the fiscal deficit-to-GDP ratio rose to 4.3% from 3.9%. During the
year, faster economic growth caused imbalances on the external front with FY18 current account deficit soaring to USD 18.0bn
(5.7% of GDP) compared to USD 12.6bn (4.1% of GDP) in FY17. In FY18, import of goods and services surged by 14.7% YoY to
USD 66.2bn while exports grew by 12.6% to USD 30.0bn resulting in a trade deficit of USD 36.2bn vs USD 31bn during FY17.
Remittances showed a nominal increase of 1.4% to USD 19.6bn due to decline in remittances from the Middle East countries.
As a result, SBP forex reserves decreased by USD 6.4bn since Jun-17 to reach USD 9.8bn at the end of FY18.

Going forward, continuation of stringent policy measures is expected with focus towards monetary and fiscal tightening and
import curtailment as external account risks remain high.

Money Market Review

During the year the Interest rate cycle started its reversal as central bank focus diverted towards containing rising twin deficits
rising inflation due to lack of fiscal discipline in election times. During the year, secondary market yields of 3, 5 and 10-year
PIBs increased by 180, 171 and 86 bps respectively while yields of 3, 6 and 12 month T-Bills increased by 79, 90 and 116 bps
respectively. Government of Pakistan raised only PKR 96bn through the PIB auction against a target of PKR 900bn as eight PIB
auctions were scrapped in the year due to lack of interest. The last cut-off yields stood at 7.5000%, 8.4795% and 8.6999% p.a.
for 3, 5 and 10-year PIBs respectively. Overall trading in longer tenors remained lackluster due to market participants’
consensus of increase in interest rates.

During FY18, Government retired PKR 77bn from scheduled banks against borrowing of PKR 179bn during same period last
year due to multiple scrapped PIB Auctions. Meanwhile, Government borrowing from SBP increased by PKR 1,439bn during
the period against PKR 908bn during same period last year. Government largely managed its borrowing requirements through
domestic sources and raised PKR 16,894bn via T-bills (excluding NCB) compared to the cumulative target of PKR 16,925bn and
maturities of PKR 15,971bn.

SBP increased the policy rate by 25bps in January and a further 50bps in May to 6.50% to control aggregate demand and the
current account deficit. Since then the SBP has further increased policy rate by 100bps in Jul-18 MPS. Going forward, we
foresee another interest rate hike of 50bps in the calendar year on the back of increasing inflation expectation and
sustainability of current account risks.

Stock Market Review

Pakistan Equities witnessed a topsy-turvy ride during FY18 underlined by disappointing foreign flows (after MSCI upgrade),
political uncertainty following the ouster of ex-PM, macroeconomic challenges and speculations relating to recently
concluded general elections.

KSE100 Index shed 4,654 points during the fiscal year to close at 41,911 points, reflecting a decline of 10%. Despite market
expectation of strong foreign inflows following Pakistan’s inclusion in the MSCI Emerging Markets, foreign investors continued
to remain net sellers and sold stocks worth USD289mn. Within local investors, insurance companies and corporates bought
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equities of USD204mn and USD100mn respectively while Mutual funds divested equities of USD35mn during the year. On the
political front, Ex-Prime Minister Nawaz Sharif was disqualified by Supreme Court in Jul-17 which further marred investor
sentiment. Moreover, economic concerns increased due to rising twin deficits followed by stringent policy measures by the
government (16% PKR depreciation and 75bps increase in interest rates).

The Cement and Banking sector led the rout in the benchmark index, causing attrition of 2,288 points and 1,083 points
respectively. The decline in cements was caused by the fears of a price war in the sector as upcoming expansions could lead
to an oversupply situation particularly in the Southern region. Investor sentiment was reflected in poor price performance of
DGKC and LUCK which fell 44% and 37% YoY respectively. In the banking sector, large banks caused underperformance where
HBL, UBL and NBP fell 37%, 23% and 20% owing to regulatory concerns, pension provisions and other legal issues. Meanwhile
mid-tier banks outperformed the index buoyed by rising interest rate environment which is expected to lead to margin
expansion.

Oil & Gas Exploration and Production sector defied overall trend during FY18 and posted strong gains. The sector contributed
1,628 points to the market owing to 66% increase in International Oil Prices and 16% PKR depreciation. The outperformance
was led by POL and PPL posting returns of 58% and 53% against SPLY.

Going forward, Pakistan equities are expected to rebound with restoration of political stability (after General Elections),
gradual improvement in macroeconomic trends and potential revival of foreign investor interest after steep PKR depreciation.

FUND’S PERFORMANCE AND PAYOUTS

HBL Income Fund

The total income and net income of the Fund was Rs. 265.31 million and Rs. 186.50 million respectively during the year ended
June 30, 2018. The Net Asset Value (NAV) per unit of the Fund was Rs. 106.0146 per unit as on June 30, 2017 which increased
to Rs. 111.2890 per unit as on June 30, 2018 thereby giving an annualized return of 4.98%. During the year the benchmark (6
Month KIBOR) return was 6.35%. The size of Fund was Rs. 2.46 billion as on June 30, 2018 as compared to Rs. 4.49 billion at
the start of the year.

The Board of Directors approved final cash distribution of Rs. 5.50 per unit to the unit holders for the year ended June 30,
2018.

JCR-VIS Credit Rating Company Limited has reaffirmed A(f) Fund Stability Rating to the Fund.

HBL Government Securities Fund

The total income and net income of the Fund was Rs. 45.25 million and Rs. 30.66 million respectively during the year ended
June 30, 2018. The Net Asset Value (NAV) per unit of the Fund was Rs. 105.4266 per unit as on June 30, 2017 which increased
to Rs. 110.4244 per unit as on June 30, 2018, thereby giving an annualized return of 4.74%. During the same year the
benchmark (6 Month PKRV Rates) return was 6.20%.The size of Fund was Rs. 314 million as on June 30, 2018 as compared to
Rs. 1.37 billion at the start of the year.

The Board of Directors approved final cash distribution of Rs 4.75 per unit to the unit holders for the year ended June 30, 2018.
JCR-VIS Credit Rating Company Limited has reaffirmed A+(f) Fund Stability Rating to the Fund.

HBL Money Market Fund

The total income and net income of the Fund was Rs. 358.99 million and Rs. 282.70 million respectively during the year ended
June 30, 2018. The Net Asset Value (NAV) per unit of the Fund was Rs. 101.7683 per unit as on June 30, 2017 which increased
to Rs. 107.1869 per unit as on June 30, 2018, thereby giving an annualized return of 5.32%. During the year the benchmark
(70% 3M PKRV & 30% 3M deposit rates) return was 5.35%.The size of Fund was Rs. 7.25 billion as on June 30, 2018 as
compared to Rs. 3.94 billion at the start of the year.

The Board of Directors approved final cash distribution of Rs. 5.15 per unit to the unit holders for the year ended June 30,
2018.

JCR-VIS Credit Rating Company Limited has reaffirmed AA(f) Fund Stability Rating to the Fund.
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HBL Cash Fund

The total income and net income of the Fund was Rs. 668.63 million and Rs. 566.77 million respectively during the year
ended June 30, 2018. The ex-dividend Net Asset Value (NAV) per unit of the Fund was Rs 100.4888 per unit as on June 30,
2017. The NAV of the Fund was Rs 106.0021 per unit as on June 30, 2018, thereby giving an annualized return of 5.49%. During
the year the benchmark (70% 3M PKRV & 30% 3M deposit rates) return was 5.35%.The size of Fund was Rs 12.04 billion as on
June 30, 2018 as compared to Rs. 5.95 billion at the start of the year.

The Board of Directors approved final cash distribution of Rs 5.25 per unit to the unit holders for the year ended June 30, 2018.
JCR-VIS Credit Rating Company Limited has reaffirmed AA(f) Fund Stability Rating to the Fund.

HBL Stock Fund

The Fund earned and incurred a total income and net loss of Rs. 202.32 million and Rs. 282.03 million respectively during the
year ended June 30, 2018. The ex-dividend Net Asset Value (NAV) per unit of the Fund was Rs 121.4498 per unit as on June
30, 2017. The NAV of the Fund was Rs 107.0620 per unit as on June 30, 2018, thereby giving a negative return of 11.85%.
During the same year the benchmark KSE 30 index yielded a negative return of 10.03%.The size of Fund was Rs 5.96 billion as
on June 30, 2018 as compared to Rs. 6.35 billion at the start of the year.

The Board of Directors approved NIL distribution to the unit holders for the year ended June 30, 2018.

HBL Equity Fund

The Fund incurred a total and net loss of Rs. 35.13 million and Rs. 47.93 million respectively during the year ended June 30,
2018. The Net Asset Value (NAV) per unit of the Fund was Rs. 124.6444 per unit as on June 30, 2017. The NAV of the Fund was
Rs. 110.4602 per unit as on June 30, 2018, thereby giving a negative return of 11.38%. During the year the benchmark KSE 100
index yielded a negative return of 10.00%.The size of Fund was Rs. 0.29 billion as on June 30, 2018 as compared to Rs. 0.47
billion at the start of the year.

The Board of Directors approved NIL distribution to the unit holders for the year ended June 30, 2018.

HBL Energy Fund

The Fund earned and incurred a total income and net loss of Rs. 24.63 million and Rs. 9.15 million respectively during the year
ended June 30, 2018. The Net Asset Value (NAV) per unit of the Fund was Rs. 15.0359 per unit as on June 30, 2017. The NAV
of the Fund was Rs. 14.6857 per unit as on June 30, 2018, thereby giving a negative return of 2.33%. During the same year the
benchmark KSE 30 index yielded a negative return of 10.03%.The size of Fund was Rs. 1.06 billion as on June 30, 2018 as
compared to Rs. 0.79 billion at the start of the year.

The Board of Directors approved NIL distribution to the unit holders for the year ended June 30, 2018.

HBL Multi Asset Fund

The Fund incurred a total and net loss of Rs. 15.97 million and Rs. 41.66 million respectively during the year ended June 30,
2018. The ex-dividend Net Asset Value (NAV) per unit of the Fund was Rs 112.0924 per unit as on June 30, 2017. The NAV of
the Fund was Rs 105.0519 per unit as on June 30, 2018, thereby giving a negative return of 6.28%. During the same year the
benchmark index (Weighted average daily return KSE 100 and 6 Month PKRV rates) yielded a negative return of 4.08%. The
size of Fund was Rs 0.32 billion as on June 30, 2018 as compared to Rs. 0.97 billion at the start of the year.

The Board of Directors approved NIL distribution to the unit holders for the year ended June 30, 2018.

HBL Financial Planning Fund

HBL Financial Planning Fund commenced its operations from October 11, 2017. The Fund comprises of three sub funds (plans)
namely Active allocation plan, Conservative allocation plan and Strategic allocation plan.

The Fund as a whole earned total and net income of Rs. 19.98 million and Rs. 16.72 million respectively during the period
under review. The fund size of the fund stood at Rs. 0.67 billion as on June 30, 2018.
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Performance review for plans is given below:

Active Allocation Plan

During the period under review, the Active allocation plan earned total and net income of Rs. 6.60 million and Rs 5.42 million
respectively. The net assets of the Active allocation plan stood at Rs. 0.33 billion representing Net Asset Value (NAV) of Rs.
102.6500 per unit as at June 30, 2018. The plan earned a return of 2.65% for the period under review. The plan is invested to
the extent of 59% in equity funds & 39% in fixed income funds.

The Board of Directors approved NIL distribution to the unit holders for the year ended June 30, 2018.

Conservative Allocation Plan

During the period under review, the Conservative allocation plan earned total and net income of Rs. 6.98 million and Rs 6.16
million respectively. The net assets of the Conservative allocation plan stood at Rs. 0.13 billion representing Net Asset Value
(NAV) of Rs. 103.7607 per unit as at June 30, 2018. The plan earned a return of 3.76% for the period under review. The plan
is invested to the extent of 20% in equity funds & 79% in fixed income funds.

The Board of Directors approved NIL distribution to the unit holders for the year ended June 30, 2018.

Strategic Allocation Plan

During the period under review, the Strategic allocation plan earned total and net income of Rs. 6.40 million and Rs 5.13
million respectively. The net assets of the Strategic allocation plan stood at Rs. 0.21 billion representing Net Asset Value (NAV)
of Rs. 102.5230 per unit as at June 30, 2018. The plan earned a return of 2.52% for the period under review. The plan is
invested to the extent of 49% in equity funds & 50% in fixed income funds.

The Board of Directors approved NIL distribution to the unit holders for the year ended June 30, 2018.

MANAGEMENT COMPANY RATING

The JCR-VIS Credit Rating Company Limited (JCR-VIS) has upgraded the management quality rating to ‘AM2+" (AM Two Plus)
to the Management Company and the outlook on the assigned rating has been assessed as ‘Stable’.

AUDITORS

M/s Deloitte Yousuf Adil, Chartered Accountants existing auditors of HBL Income Fund, HBL Government Securities Fund, HBL
Money Market Fund, HBL Cash Fund, HBL Stock Fund, HBL Equity Fund, HBL Energy Fund, HBL Multi Asset Fund and HBL
Financial Planning Fund retired and being eligible, offered themselves for re-appointment. The Board of Directors would
consider the matter of the appointment of auditors in due course of time.

PATTERN OF UNIT HOLDING

The details regarding the pattern of unit holding are provided in the respective financial statements of the Funds. Breakup of
unit holding by size is provided in the relevant section of the Fund Manager Report of the respective Funds.

Acknowledgement
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FUND INFORMATION

NAME OF FUND

NAME OF AUDITOR

NAME OF TRUSTEE

NAME OF BANKERS

FUND RATING

IHBL Money Market Fund

Deloitte Yousuf Adil Chartered Accountants

Central Depository Company of Pakistan Limited

Habib Bank Limited

Bank Al-Habib Limited

Habib Metropolitan Bank Limited
Bank Al Falah Limited

Faysal Bank Limited

Allied Bank Limited

Meezan Bank Limited

Askari Bank Limited

Samba Bank Limtied

Zarai Taraqgiati Bank Limited
United Bank Limited

Sindh Bank Limited

JS Bank Limited

AA(f) (JCR-VIS)
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FUND MANAGER'’S REPORT —

As at June 30, 2018

Type and Category of Fund
Open end Money Market Fund
Investment Objective and Accomplishment of Objective

The investment objective of the Fund is to seek high liquidity and competitive return for investors by investing in low risk
securities of shorter duration and maturity. The investment objective is achieved.

Benchmark and Performance Comparison with Benchmark
The Fund’s benchmark is 70% 3 — Month PKRV + 30% 3 — Month Deposit Rate of 3 AA and above rated Banks as per MUFAP.

The comparison of the fund return with benchmark is given below:

Month =T @ Benchmark
Fund 6.10%
_1 0, 0,
Jun-18 5.88% 5.91% 5 0%
May-18 5.37% 5.45%
5. 70%
Apr-18 5.37% 5.54%
Mar-18 5.24% 5.48% | ~7"
Feb-18 5.07% 5.38% | =-30% l
Jan-18 6.02% 5.22% | 5.10%
Dec-17 4.87% 5.22% A.90%
Nov-17 .789 199
4.78% 5.19% 570
Oct-17 5.00% 5.16%
Sep-17 4.89% 5.17% o0
P 077 Sl Jul- Aug- Sep- Oct- Nov- Dec- Jan- Feb- Mar- Apr- May- Jun-
Aug-17 4.91% 5.17% 17 17 17 17 17 17 18 18 18 1B 18 18
Jul-17 5.43% 5.19% o B UMM OF FUND s Benichimark:

Strategies and Policies employed during the Period

In line with the investment policy of the Fund, the Fund continued to hold major investments in the form of short maturity
T-Bills and placements with Commercial Banks and DFls in Daily Product Accounts, TDRs and LOPs. However on quarter and
year end, better opportunities were offered in Placements which were utilized to optimize Fund returns.

Asset Allocation

Significant Changes in Asset Allocation during the Year

During every quarter end, the fund aggressively offload T-Bill inventory and took exposure in bank deposits owing to highly
attractive rates on account of quarter/year ends. At the end of the period, 92.91% assets were deployed in Cash at bank and
remaining 6.83% were deployed as placement with banks as they were offering 60 to 70 bps above T-Bill yield.
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Fund Performance

The total income and net income of the Fund was Rs. 358.99 million and Rs. 282.70 million respectively during the year ended
June 30, 2018. The ex-dividend Net Asset Value (NAV) per unit of the Fund was Rs. 101.7683 per unit as on June 30, 2017. The
NAV of the Fund was Rs. 107.1869 per unit as on June 30, 2018, thereby giving an annualized return of 5.32%. During the same
year the benchmark (70% 3M PKRV & 30% 3M deposit rates) return was 5.35%.The size of Fund was Rs. 7.25 billion as on June
30, 2018.

Market Review

Interest rate cycle reversed in FY18 as central bank focus diverted towards containing rising twin deficits and in anticipation of
increase in inflation due to lack of fiscal discipline in election times. During the year, secondary market yields of 3, 5 and
10-year PIBs increased by 180, 171 and 86 bps respectively while yields of 3, 6 and 12 month T-Bills increased by 79, 90 and
116 bps respectively. Government of Pakistan raised only PKR 96bn through the PIB auction against a target of PKR 900bn as
eight PIB auctions were scrapped in the year due to lack of interest. The last cut-off yields stood at 7.5000%, 8.4795% and
8.6999% p.a. for 3, 5 and 10-year PIBs respectively. Overall trading in longer tenures remained lackluster due to market
participants’ consensus of increase in interest rates.

During FY18, Government retired PKR 77bn from scheduled banks against borrowing of PKR 179bn during same period last
year due to multiple scrapped PIB Auctions. Meanwhile, Government borrowing from SBP increased by PKR 1,439bn during
the period against PKR 908bn during same period last year. Government largely managed its borrowing requirements through
domestic sources, and raised PKR 16,894bn via T-bills (excluding NCB) compared to the cumulative target of PKR 16,925bn and
maturities of PKR 15,971bn. In the last T-Bill Auction held in Jun-18 no amount was accepted in the 6 and 12 month T-Bills. The
cutoff yield was 6.7596% for the 3 month T-Bills. SBP increased the policy rate by 25bps in January and a further 50bps in May
to 6.50% to control aggregate demand and the current account deficit. Since then the SBP has further increased policy rate by
100bps in Jul-18 MPS. Going forward, we foresee another interest rate hike of 50bps in the calendar year on the back of
increasing inflation expectation and sustainability of current account risks.

Distribution

Subsequent to the year end, the Fund has distributed cash dividend upto Rs. 5.15 per unit for the year ended June 30, 2018,
which reduced the cum-NAV of the Fund as of June 30, 2018 by amount of distribution to Rs. 102.0369 per unit.

Significant Changes in the State of Affairs
There were no significant changes in the state of affairs during the year under review.

Breakdown of Unit Holding by Size

From —To Number of Unit Holders Total Number of Units Held
(Number of units)
1-100 1,006 17,160
101 -500 119 25,971
501 -1,000 39 29,368
1,001 - 10,000 345 1,837,664
10,001 - 100,000 448 16,035,482
100,001 - 500,000 54 11,161,704
500,001 - 1,000,000 5 3,753,383
1,000,001 - 5,000,000 7 21,088,417
5,000001 and more 2 13,685,049
Total 2,025 67,634,199
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Unit Splits

There were no unit splits during the year.

Circumstances materially affecting the Interest of Unit Holders
Investments are subject to market risk.

Soft Commission

The Management Company from time to time receives research reports and presentations from brokerage houses.
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PERFORMANCE TABLE -

HBL MONEY MARKET FUND
As at June 30, 2018

For the For the For the For the For the For the
period period period period period period
ended ended ended ended ended ended
June 30, June 30, June 30, June 30, June 30, June 30,
2018 2017 2016 2015 2014 2013
NET ASSETS AND PRICES
Net assets at the period end(Rs'000) 7,249,502 3,942,010 3,522,715 5,081,207 9,777,546 10,381,264
Net asset value per unit at the period end/period end(Rs) 107.1869 101.7683 101.5468 101.1823 100.4122 101.2604
Selling price/repurchasing price 107.1869 101.7683 101.5468 101.1823 100.4122 101.2604
Earning per unit(Rs) (note 3.10)
Highest selling price per unit(Rs) 107.1869 107.6259 106.2966 108.2936 101.0903 102.8147
Lowest selling price per unit(Rs) 101.8380 101.5871 101.1538 100.5311 100.2636 100.3569
Highest repurchase price per unit(Rs) 107.1869 107.6259 106.2966 108.2936 101.0903 102.8147
Lowest repurchasing price per unit(Rs) 101.8380 101.5871 101.1538 100.5311 100.2636 100.3569
RETURN (% )
Total return 5.32% 6.45% 5.13% 8.79% 8.08% 9.28%
Income distribution 5.15% 6.30% 5.15% 7.97% 7.59% 8.89%
Capital growth 0.17% 0.15% -0.02% 0.82% 0.49% 0.39%
DISTRIBUTION
First Interin dividend distribution - - - 0.54 2.4
Second Interin dividend distribution - - - 0.54 0.76
Third Interin dividend distribution - - - 0.54 0.72
Fourth Interin dividend distribution - - - 0.57 0.78
Fifth Interin dividend distribution - - - 0.61 0.68
Sixth Interin dividend distribution - - - 0.73 0.59
Seventh Interin dividend distribution - - - 0.73 0.64
Eighth Interin dividend distribution - - - 0.65 0.61
Ninth Interin dividend distribution - - - 0.77 0.62
Tenth Interin dividend distribution - - - 0.67 -
Eleven Interin dividend distribution - - - 0.64 -
Twelve Interin dividend distribution - - - 0.60 -
Final dividend distributation 5.15 6.30 4.80 8.00 - 1.1
Total dividend distribution for the year/ period 5.15 6.30 4.80 8.00 7.59 8.9
AVERAGE RETURNS ( % )
Average annual return 1 year 5.32% 6.45% 5.13% 8.79% 8.08% 9.28%
Average annual return 2 year 5.89% 5.79% 6.96% 8.44% 8.08% 10.41%
Average annual return 3 year 5.64% 6.79% 7.33% 8.44% 8.08% 10.89%
Weighted average portfolio during (No. of days) 3 19 13 16 66 12.10%
Portfolio Composition- (%)
Percentage of Total Assets as at 30 June:
Bank Balances 92.91% 87.65%
Placement with banks & DFIs 6.83% 9.40%
Government Securities 0.00% 0.00%
Commercial Paper 0.00% 2.41%
Others including Receivables 0.26% 0.54%

Disclaimer:

Past performance is not necessarily indicative of future performance and unit prices
and investment returns may go down, as well as up.
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TRUSTEE REPORT TO THE UNIT HOLDERS
HBL MONEY MARKET FUND

Report of the Troxee pursuant to Regulation 41(k) ond Clause % of Schedule ¥ of the Nan-
Hanking Finance Companies jod MNotlfed Entlties Begnlation, 1008

We, Ceptral Doeposiiory Company of Pakistan Lintted, bomy the Tristes of HEL Méney Market
Fund (the Fund) nre of the ppimion thar HEL Asset Monapmment |_mited, bemp the Managemeni
Compary of the Fund bas m all mnieral sespoets mnisged e Fund dueing the yeur ended Tuie
20, 2008 m secordinee wdth the provasfens of the following:

ik I imithtra imposed on e imvestment prwers of the Manogerent Company undarthie
cowpadfiotive decuments of the Fund;

thy  The premg, remance and redempiion ol units sre corrlod our in sceomtance with the
peginremmartd of ihe consindive doomens of e Fuod; el

{in}  The Mom-Banking Finance Compames (Estahlinhmeny pnd Regubunone) Rules, 2065,
the Mony-Bunkeug Finainee Companien and Motfied Entlthen Wepulatione. 2008 und the
gumairiive dogumentn of the Fuend

fﬁﬂm-.-_--#_'_-'r
Spltahy Adumed Diwan

Chael Executive Oifficer
Central Depamitory Compony of Pokisim Lanided

Eoienghi, Seplember 27, 2008
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INDEPENDENT AUDITORS' REPORT TO
THE UNIT HOLDERS OF HBL MONEY MARKET FUND

Report an the Audit of the Financial Statements
Opinion

We Five suditsd the financial stitements of HBL Money, Market Fund (the Fund), which comprise me
statement of agsets pad labikties gs at June 30, 2018, end the jelated income siatament, statemont of
camgrabensive Income; statemant of mawdrment in wit holders' fund and cosh few siatement for the yaas
than etded, s nobed to'the finencial stabements. Incheding @ summary of significant socaunting polkces.

In. bur apinion, the accempanying financial staterments give & tnie and fair wew of the Anencal positian af
the Fund et 6E June 30, 2040, and of its fewancial porformance, cash flows and frensactions for the yedr
than endad in pocordencn with accounting and reporting sandards o applicalle in Pekiatan,

Basis for Oginion

We conducteld our audit In atoardarves with International Standards on Auditing (I1S835] as applicable in
Paxistah, Cur responsihlities under those standards arn furthas dascrined in the Apdttors §

Par the Audit of by Finarclal Stalemends secson of our repart, We gre independart of the Fund and
Menapamant Compaaly in accordamcn with the Intereationai Ethics Stendardes Soand for Acoourtants” Cope
of Bbhien for Professional Accourtants [TESHA Code) as adopted by the Instilute of Chirtersd Accountants
of Pakistan tegathes with the ethical reguirermenta thal are relevant bo our sudlt of the finandel statements
bt Pakiatan, ang we havs fulfilled our otier athichl responrsibilftiss in accordance with these reguiremeiis
anid the [ESRA Code. We brlimeg Shat the mids avidenon we nave pbiEined o suffcient and sopropliais te
pravidn o basks For our opEnion,

Key Audit Makter

Hey sudit matters are these mattess that, & our grofessional Judgment, were of maost sgnificance inguy
audit of the financial statements of tha current parod. The following mattor was sddressed i i condast
of our audE of the finsncial statements g5 & whaole, and in fopming our ppinion thensn, and e do'not
prawide o separsle ppinscn on this matter.

.
5. No. | Ky audPt matiar Howr tha mwtg: ml:ddnﬂ-d in
[ 1 iﬁmchmmﬁmpdhrnarlwﬂnf Tn arder to adaress the mattar wa
mrrendmrents in Nen-Banking Finence hava;
| | Campanies and Notified Entities Regulation,
loo8 = ‘Held disousssang with management

reganding the srmendimerts made n
|lndlndundmmu-l? to tha finonciad statmments, tha REFC Regiilations, the rosulting

an August 03, 2047, SECP igsued SRO no. changes ragiired in tha finardal
T5E(1 11T wherely certnin amendmenti were stutaments and how the sypstems
made in the MNon-Banking Fingncs Companies and wore updated io cetar for the
Notified Entitles Ragulation, 2006 [Lwe NEFC drThEn T

| Regulatione). Such smendments inlrodutsd

dprn by wl
Tralnicae Trciss TR nd wmiaas
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EHRnEFel dgrniiriarin

. No. Kay sudit matter How the mll::: :::i:dilrlmi in
siditianal discipsums In Income stotement and «  Duired sccount holder wisg
statamant ol mevamenk in unik holders' fund mpyement ol ©l unlt hellers af the-
topether with remaval of PequlFement to presont Bipnd pnel far a samgpla al unit
distriutio statsmant separately. | Tholdors, vardfied the movesnent ir

k tarms af unlts angd ymlise (inclasmg
The sbavementionad amandments requlm fiiik st wisiue per unit) by
wignificant changes In the galculstion, sccouning, chacking puppdrting documenls 1o

Ircarme’ in the finoncial stotamants, vwhich have income alreedy paid on units
peen soplied pa 8 chaige In scoounting pelicy redeamied (5 aoturabe, Ao

ferusentation and ceciotura af the "Eemant af ‘ pnsira Mhat elsmant of income and
prospeciively In sccomdance with this FreAtian prepared gqubntitabive repanilistan

Isslind by tha Securithes and Exchangs Commissian af units reporied; and

of Pakisian, Conpidering tho significance af the

phoye Tectars; we haye ireated these changns os = Chrocked sdequscy of presenmation
‘Key Aldit Mattar. ang digclosure Mguirements

inchuding slemeant af ncome In i
. the financial steterments a% por He
riguirements of Bohedule Vool ne
[ e et

|
Infarmation Gthar than the Bnanclal Statements antd Asdltor's Repart Thizrson

Management Compeny 16 responsitle for tie other irformation, The oiier information comprises thn
irformation indisdad in the pnnual report, buk does ot inckide the fnancinl gtatements snd dur suditor's
FEMGFT Lsaraan.

Cur opEnan Gn the Gnanclsl statements doas nob cover thie other informabion and wa &2 1ok mepross sy
from of ansiarmnce concioslon thersgn.

I connection with gur 20di of the fnancal stabements, our responsibilfy b o cead the other information
snd, in doing o, congider whether tha other information is materially ncordistsnt with the Mnancal
atatEments of owr knowledgr obfained in the swdit of atherwiss sppeers fo be malerislly misstatsd, 1
Hated an the work wi have pesformed, we conclude that there & & matenal resstatament of this other
information, we &re regulred o repet that fact, We hove nothing to repart in this regerd,

Ansponsibliities of Management Comipany and Those Charged with Governancs for tha Flnancial
Simtemionts

Mpnapement Company |8 respandlble for the proparation and fair presentation of thi fingncial satements
in accorgance with accounting snd eeporting stendards @5 applicable in Fakliban, ard for swch Infernal
contral s the Mamagament Company determines |s. necessary to enable the prepoaration of Baancal
stotmmants that are free from materal misstatement, whether due te frinid o arror,

In preparing tha Nnancial stasernents, Managemant Camaany & responsible for naseasing tha Fumd's abllity
to conbinue B8 & gaing cokcom, disclosing; o aplicable; matiers ralatod to going concern and Using thie
gGoEng concarn Basl of scecunting unigss Management Conipany BEher Intends to liquidete the Fund o to
cepse npnranans, or kad no realistie dternative but to oo so.

Thoss Charged with Govarnance of the Management Company e responsibie for aversieing the Fund's

fqh Firimncial Teparting process,

kiperar ol

Annual Report-2018




1{“

Deloitte. o s

Auditor's Responsibilities for e Airdit of the Financial Statrmants

Qur cojectives are to chiam ressonabin essurance about whether the financal statemonts 22 9 whols o
fren froen moten| misststernest, whether dun to frmed or grrgr, @0 to SEsR an suditor's repart that
includen our. ealnion, Rassapnble ssurenee-is 3 high bovel of mmurence, bul is nat 3 guarantes that an
sul conduced In accordance with [SAs sn apolicable in Pokistan will slweys detect @ material
miastatement whan it ewsts, Misstalements can arsa from fred or eror ond dre considersd matenal I,
Individusdly, or i the aggragats, teey eould reasonably b expected i influence the economic decmaons af
usors tak=n oh (e basis of thesn financial stetemedits,

A5 pert of An- sudit in Gceordanos with 15As a8 spplicabie o Paldstan, we exgroisn professanal judgmnnt
and mgintwn profoeslonkl skeabielam throdghout the nudid. We alse:

o Tdeniify and swsess the-raks of material misstatarnant of the Anancidl statarneris, whether due b fra
ararrar, festgn ang perfenm nuedlk procodures u|rumwl to thags rlaks, and cbiain sudit gvidents et
iy suiiclent and approprists to prowde @ besks for our opinfan. The sk of nob dotoching B materis
misstabement resuiting from fraud s Mgher [han for coe reoilting fram error, 28 frasd moy invole
¢nliusion, fasgery, inbentional omizsions, misrepresenintions, ar the deerride of imternad control.

« Oibeain in Enderstanding of intarmal controd refevant o tho sudit in order fo design #uils procedures
that ire apprapriste in the drcumsances, but ot for the purpose of expeessing 20 gpinin on the
gffactivaness af the Manigement Compary's nlemal cortral,

« FEvaluste thn appropristeness of sccodnting polices wssd and the reosonableress of scounting
mstirmatng and relabed daciosures mads ny Manspoment Compery

& Concluge o ihe appropristensss of Mensgement Tompany's use of the going concern besis ol
pecoyrting #nd, based on the audit evidence chilalnid, whethor 8 material uncarainty exista relobed o
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cirumstances, we determine that & matter should not be commuticated In o repors becouse the sdvirse
eonsequenices of daing so would reaconably be avpectad to outweigh the puttis Interast bonofits of such
communication.

Heport an Other Legal and Regulstory Reguiremunts

s e spinion, the firancial statements have bean epared In accordenon with the splevast pl'b'-ﬂslu_r! af
thie fan-Banking Fimance Campanies (Establishment aad Reguistion] Mules, 2003 and Bon-Banking Finpnce
Companies and Matifiad Enbittes fequiatons, J008,

The engagement pariner o the audit rasulting in s independent sudfaes Topetis Hona Sodiy.

Place: Karpchi
Dietel Geptermher 19, 2018
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HBL Money Market Fund

Statement of Assets and Liabilities

As at June 30, 2018

2018 2017
Note = - (Rupees in '000)----------
Assets
Bank balances 5 7,298,928 3,542,143
Investments 6 - 477,309
Accrued mark-up 7 18,703 21,546
Deposits and prepayments 8 104 100
Total assets 7,317,735 4,041,098
Liabilities
Payable to Management Company 9 5,327 4,625
Payable to the Trustee 10 532 388
Payable to Securities and Exchange Commission of Pakistan 11 4,064 3,125
Accrued expenses and other liabilities 12 58,310 90,950
Total liabilities 68,233 99,088
Net assets 7,249,502 3,942,010
Unit holders' fund (as per statement attached) 7,249,502 3,942,010
Contingencies and commitments 13
------- Number of units -------
Number of units in issue 14 67,634,199 38,735,140
.............. (Rupees).............
Net assets value per unit 4.8 107.1869 101.7683
The annexed notes 1 to 33 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial Officer Chief Executive Officer Director
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HBL Money Market Fund

Income Statement
For the year ended June 30, 2018

2018 2017
Note =~ = - (Rupees in '000)----------
Income
Mark-up / return on investments 15 138,886 79,392
Mark-up on deposits with banks 16 222,126 188,322
Loss on sale of investments - net (2,020) (75)
358,992 267,639
Expenses
Remuneration of the Management Company 9.1 54,057 47,034
Remuneration of the Trustee 10.1 5,446 4,375
Annual fee of Securities and Exchange Commission of Pakistan 11.1 4,064 3,125
Allocation of expenses related to registrar services, accounting,
operation and valuation services 9.3 5,426 4,162
Securities transaction costs 7 14
Settlement and bank charges 426 360
Auditors' remuneration 17 611 632
Annual listing fee 28 67
Printing fee 171 259
Annual rating fee 245 239
Legal fee 49 25
70,530 60,292
288,462 207,347
Element of loss and capital losses included in
prices of units issued less those in units redeemed - net 4.7 - (81,428)
Reversal of Provision for Workers' Welfare Fund 12.1 - 64,738
Provision for Sindh Workers' Welfare Fund 12.1 (5,769) (6,602)
(5,769) 58,136
Net income for the year before taxation 282,693 184,055
Taxation 18 - -
Net income for the year after taxation 282,693 184,055
Allocation of income for the Year
Income already paid on redemption of units 106,990
Accounting income available for distribution:
- Relating to capital gain -
- Excluding capital gain 175,703
175,703
282,693
Earnings per unit 19
The annexed notes 1 to 33 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial Officer Chief Executive Officer Director
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HBL Money Market Fund

Statement of Comprehensive Income
For the year ended June 30, 2018

Net income for the year after taxation
Other comprehensive income for the year

Item that may be reclassified subsequently
to Income Statement

Unrealised loss on re-measurement of investments classified
as available-for-sale
Net reclassification adjustments relating to available-for-sale

Total comprehensive income for the year

The annexed notes 1 to 33 form an integral part of these financial statements.

For HBL Asset Management Limited
(Management Company)

Chief Financial Officer Chief Executive Officer

282,693 184,055
(2,020) (243)
2,020 75
- (168)
282,693 183,887

Director
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HBL Money Market Fund

Statement of Movement in Unit Holders' Fund
For the year ended June 30, 2018

For the year ended June 30,

2018 2017
(Rupees in '000)
Capital  Undistributed Total Capital Undistributed Total
value income value income
Net assets at the beginning of the year 3,901,748 40,262 3,942,010 - - 3,522,715
Issuance of 132,688,961 units (2017: 172,636,657 units)

- Capital Value (at net asset value per unit at the beginning of the Year) 13,503,431 - 13,503,431 - - 18,188,234
-Element of income 386,579 - 386,579 - - -
Total proceeds on issuance of units 13,890,010 13,890,010 18,188,234

Redemption of 103,789,902 units (2017: 168,592,061 units)
- Capital value (at net asset value per unit at the beginning of the year) (10,562,522) - (10,562,522) - - (17,859,307)
- Amount paid out of element of income
Relating to net income for the year after taxation (195,699) (106,990) (302,689) - - -
Total payment on redemption of units (10,758,221) (106,990)  (10,865,211) - - (17,859,307)
Element of income and capital gains included in prices of
units issued less those in units redeemed-net - - - - - 81,428
Total comprehensive income for the year - 282,693 282,693 - - 183,887
Distribution during the year - - - - - (174,947)
Net income for the year less distribution - 282,693 282,693 - - 8,940
Net assets at the end of the year 7,033,537 215,965 7,249,502 - - 3,942,010
Undistributed income brought forward
- Realised 40,262 24,925
- Unrealised - -
40,262 24,925
Element of income and capital gains included in prices of
units issued less those in units redeemed-net - 6,256
Accounting income available for distribution
- Relating to capital gains - (75)
- Excluding capital gains 175,703 184,130
175,703 184,055
Distribution during the year - (174,974)
Undistributed income carried forward
- Realised 215,965 40,262
- Unrealised - -
215,965 40,262
(Rupees)
Net assets value per unit at beginning of the year 101.7683 101.5468
Net assets value per unit at end of the year 107.1869 101.7683

The annexed notes 1 to 33 form an integral part of these financial statements.

For HBL Asset Management Limited
(Management Company)

Chief Financial Officer Chief Executive Officer Director
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HBL Money Market Fund

Cash Flow Statement

For the year ended June 30, 2018

2018 2017
Note - (Rupees in '000)----------

Cash flow from operating activities
Net income for the year before taxation 282,693 184,055
Adjustments
Profit from bank deposits (222,126) (188,322)
Return from investments (138,886) (79,392)
Capital loss 2,020 75
Element of loss and capital losses included in
prices of units issued less those in units redeemed - net - 81,428

(76,299) (2,156)
(Increase) / decrease in assets
Investments - net 475,289 1,016,870
Deposits and prepayments (4) (100)

475,285 1,016,770
Increase / (decrease) in liabilities
Payable to Management Company 702 180
Payable to the Trustee 144 17
Payable to Securities and Exchange Commission of Pakistan 939 (319)
Accrued expenses and other liabilities (32,640) (246,406)

(30,855) (246,528)
Net cash generated from operations 368,131 768,086
Profit received from bank deposits 224,969 168,364
Markup received on investments 138,886 79,392

363,855 247,756
Net cash generated from operating activities 731,986 1,015,842
Cash flow from financing activities
Amount received on issue of units 13,890,010 18,190,734
Payment made against redemption of units (10,865,211) (17,859,307)
Cash dividend paid - (176,765)
Net cash generated from financing activities 3,024,799 154,662
Net increase in cash and cash equivalents 3,756,785 1,170,504
Cash and cash equivalents at beginning of the year 3,542,143 2,371,639
Cash and cash equivalents at end of the year 5 7,298,928 3,542,143
The annexed notes 1 to 33 form an integral part of these financial statements.

For HBL Asset Management Limited
(Management Company)
Chief Financial Officer Chief Executive Officer Director
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HBL Money Market Fund

Notes to the financial statements
For the year ended June 30, 2018

1. LEGAL STATUS AND NATURE OF BUSINESS

HBL Money Market Fund (the Fund) was established under a Trust Deed, dated March 18, 2010, executed between
HBL Asset Management Limited as the Management Company and Central Depository Company of Pakistan
Limited as the Trustee. The Fund has been authorised by the Securities and Exchange Commission of Pakistan (the
SECP) as a unit trust scheme on April 9, 2010.

The Management Company of the Fund has been registered as a Non-Banking Finance Company (NBFC) under the
NBFC Rules, 2003 and has obtained the requisite license from the SECP to undertake Asset Management Services.
The registered office of the Management Company is located at 7th Floor, Emerald Tower, G-19, Block 5, Main
Clifton Road, Clifton, Karachi.

The Fund is an open ended mutual fund and offers units for public subscription on a continuous basis. The units are
transferable and can also be redeemed by surrendering to the Fund. The Fund is listed on the Pakistan Stock
Exchange Limited. The units of the Fund were initially offered for public subscription 'at par from July 12, 2010 to
July 14, 2010.

The principal activity of the Fund is to seek high liquidity and comparative return for investors by investing in low
risk securities of shorter duration and maturity.

JCR-VIS Credit Rating Agency has assigned management quality rating of 'AM2+' to the Management Company and
the fund stability rating of AA(f) to the Fund.

Title to the assets of the Fund are held in the name of Central Depository Company of Pakistan Limited as trustee

of the Fund.
2. BASIS OF PREPARATION
2.1 Statements 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.

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.

2.2 Basis of measurement
These financial statements have been prepared under the historical cost convention.
2.3 Functional and presentation currency
These financial statements are presented in Pak Rupees, which is the Fund's functional and presentation currency.
2.4 Critical accounting estimates and judgments
The preparation of the financial statements in conformity with the approved accounting standards requires the
management to make estimates, judgements and assumptions that affect the reported amount of assets, liabilities,
income and expenses. It also requires the management to exercise judgement in application of its accounting
policies. The estimates, judgements and associated assumptions are based on the historical experience and various
other factors that are believed to be reasonable under the circumstances. Revisions to accounting estimates are

recognised in the year in which the estimates are 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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HBL Money Market Fund

Notes to the financial statements
For the year ended June 30, 2018

3.1

3.2

The areas involving a higher degree of judgement or complexity, or areas where estimates and assumptions are
significant to the financial statements as a whole are as follows:

(i) classification and valuation of financial assets (notes 4.2.1.1 and 4.2.1.4); and
(ii) impairment of financial assets (note 4.2.1.5)

NEW ACCOUNTING STANDARDS / AMENDMENTS AND IFRS INTERPRETATIONS, THAT ARE EFFECTIVE FOR THE
YEAR ENDED JUNE 30, 2018

New accounting standards / amendments and IFRS interpretations that are effective for the year ended June 30,
2018

The following standards, amendments and interpretations are effective for the year ended June 30, 2018. These
standards, interpretations and the amendments are either not relevant to the Fund's operations or are not
expected to have significant impact on the Fund's financial statements other than certain additional disclosures.

Effective from accounting
period beginning on or after:

Amendments to IAS 7 'Statement of Cash Flows'
- Amendments as a result of the disclosure initiative

January 01, 2017

Amendments to IAS 12 'Income Taxes' - Recognition of deferred
tax assets for unrealised losses January 01, 2017
Certain annual improvements have also been made to a number
of IFRSs which are also not relevant to the Fund.

New accounting standards / amendments and IFRS interpretations that are not yet effective

The following standards, amendments and interpretations are only effective for accounting periods, beginning on
or after the date mentioned against each of them. These standards, interpretations and the amendments (except
IFRS 9 'Financial Instruments') are either not relevant to the Company's operations or are not expected to have
significant impact on the Company's financial statements other than certain additional disclosures.

Effective from accounting
period beginning on or after:

IFRS 15 'Revenue from contracts with customers'
- This standard will supersede IAS 18, IAS 11, IFRIC 13, 15
and 18 and SIC 31 upon its effective date.

July 01, 2018

IFRS 16 'Leases' - This standard will supersede IAS 17
'Leases' upon its effective date.

January 01, 2019

Amendments to IFRS 2 'Share-based Payment'
- Clarification on the classification and measurement of
share-based payment transactions

January 01, 2018

IFRS 9 'Financial Instruments' July 01, 2018

IFRS 4 'Insurance Contracts': Amendments
regarding the interaction of IFRS 4 and IFRS 9.

An entity choosing to apply the overlay approach
retrospectively to qualifying financial assets does
so when it first applies IFRS 9. An entity choosing
to apply the deferral approach does so for annual
periods beginning on or after 1 January 2018.

Amendments to IFRS 10 'Consolidated Financial
Statements' and IAS 28 'Investments in Associates
and Joint Ventures' - Sale or contribution of assets
between an investor and its associate or joint
venture

Effective from accounting period beginning on or
after a date to be determined. Earlier application
is permitted.
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HBL Money Market Fund

Notes to the financial statements
For the year ended June 30, 2018

Effective from accounting
period beginning on or after:

Amendments to IAS 28 'Investments in Associates and Joint Ventures' January 01, 2019
- Amendments regarding long-term interests in associates and
joint ventures

Amendments to IAS 19 'Employee Benefits' - Plan Amendment, January 01, 2019
Curtailment or Settlement

Amendments to IAS 40 'Investment Property': Clarification on January 01, 2018
transfers of property to or from investment property

IFRIC 22 'Foreign Currency Transactions and Advance Consideration': January 01, 2018
Provides guidance on transactions where consideration against

non-monetary prepaid asset / deferred income is denominated in

foreign currency.

IFRIC 23 'Uncertainty over Income Tax Treatments': January 01, 2019
Clarifies the accounting treatment in relation to determination

of taxable profit (tax loss), tax bases, unused tax losses, unused

tax credits and tax rates, when there is uncertainty over income tax

treatments under IAS 12 'Income Taxes'.

Certain annual improvements have also been made to a number of IFRSs.
3.2.2 IFRS 9 'Financial Instruments' Impact Assessment

3.2.2.1 IFRS 9 'Financial Instruments' was issued on July 24, 2017. This standard is adopted locally by the Securities and
Exchange Commission of Pakistan and is effective from accounting periods beginning on or after July 1, 2018. The
final version of IFRS 9 brings together the classification and measurement, impairment and hedge accounting
phases of the IASB's project to replace IAS 39 'Financial Instruments: Recognition and Measurement'.

Key requirements of IFRS 9 are as follows;
Classification and measurement of financial assets

- All recognized financial asset that are within the scope of IFRS9 are required to be subsequently measured at
amortised cost or fair value.

- Debt investments that are held within a business model whose objective is to collect the contractual cash flows,
and that have contractual cash flows that are solely payments of principal and interest on the principal
outstanding are generally measured at amortised cost at the end of subsequent accounting periods.

- Debt instruments that are held within a business model whose objective is achieved both by collecting
contractual cash flows and selling financial assets, and that have contractual terms that give rise on specified
dates to cash flows that are solely payments of principal and interest on the principal amount outstanding are
generally measured at FVTOCI.

- All other debt investments and equity investments are measured at their fair value at the end of subsequent
accounting periods.

- In addition, under IFRS 9, entities may make an irrevocable election to present subsequent changes in the fair
value of an equity investment (that is not held for trading nor contingent consideration recognized by an
acquirer in a business combination) in other comprehensive income, with only dividend income generally
recognized in profit or loss.

Classification and measurement of financial liabilities

With regard to the measurement of financial liabilities designated as at fair value through profit or loss, IFRS 9
requires as follows;
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HBL Money Market Fund

Notes to the financial statements
For the year ended June 30, 2018

- The amount of change in the fair value of a financial liability that is attributable to changes in the credit risk of
that liability is presented in other comprehensive income, unless the recognition of such changes in other
comprehensive income would create or enlarge an accounting mismatch in profit or loss.

- Changes in fair value attributable to a financial liability's credit risk are not subsequently reclassified to profit or
loss. Under IAS 39, the entire amount of the change in the fair value of the financial liability designated as fair
value through profit or loss is presented in profit or loss.

Impairment of financial assets

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

SECP through its SCD/AMCW/RS/MUFAP/2017-148 dated November 21, 2017 have deferred the applicability of
above provision requirements in relation to debt securities for mutual funds.

3.2.2.2 Impact Assessment

Based on the analysis of Fund's financial assets and liabilities as at June 30, 2018 on the basis of facts and
circumstances that exists at that date, the Management Company have assessed the impact of IFRS 9 to the Fund's
financial statements as follows;

Market treasury bills classified as financial assets at fair value through profit or loss - held for trading will continue
to be measured at fair value through profit or loss upon application of IFRS 9.

Financial assets classified as loans and receivables are held with a business model whose objective is to collect the
contractual cash flows that are solely payments of principal and interest on the principle outstanding. These
financial assets will qualify to be measured initially at fair value and subsequently measured at amortized cost upon
application of IFRS 9.

Other financial assets and financial liabilities at amortised cost will continue to be subsequently measured at
amortised cost upon application of IFRS 9.

3.2.3 Other than the aforesaid standards, interpretations and amendments, the International Accounting Standards
Board (IASB) has also issued the following standards which have not been adopted locally by the Securities and
Exchange Commission of Pakistan:

- IFRS 1 — First Time Adoption of International Financial Reporting Standards
- IFRS 14 — Regulatory Deferral Accounts
- IFRS 17 = Insurance Contracts

33 Change in policy in relation to preparation of income statement and statement of comprehensive income

International Accounting Standard (IAS) 1 Presentation of Financial Statements allows an entity to prepare either
two performance statements i.e. income statement and statement of comprehensive income, or one performance
statement only i.e. income statement and statement of comprehensive income (showing both items of income or
loss for the period and items of other comprehensive income). The Fund, with effect from July 01, 2017, has
changed its policy with regard to preparation of income statement and other comprehensive income and opted to
prepare two separate performance statementsi.e. "income statement" and "statement of comprehensive income"
showing separately both income or loss for the year and items of other comprehensive income in separate
statements.

This change has no impact on the items of income or loss or other comprehensive income recognized in prior year
except that items of other comprehensive income previously presented under ‘statement of income statement and
other comprehensive income’ in single statement are now presented within 'income statement' and "statement of
comprehensive income' separately.
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HBL Money Market Fund

Notes to the financial statements
For the year ended June 30, 2018

4.1

4.2

4.2.1

4.2.1.1

4.2.1.2

4.2.1.3

4.2.1.4

SIGNIFICANT ACCOUNTING POLICIES

Cash and cash equivalents

Cash and cash equivalents comprise balances with banks and short-term highly liquid investments with original

maturities of three months or less. Cash and cash equivalents are carried in the statement of assets and liabilities

at cost.

Financial instruments

Financial assets

Classification

The management determines the appropriate classification of its financial assets in accordance with the

requirements of International Accounting Standard 39 (IAS 39), "Financial Instruments: Recognition and

measurement" at the time of purchase of financial assets and re-evaluates this classification on a regular basis. The

classification depends upon the purpose for which the financial assets are acquired.

The financial assets of the Fund are currently categorized as follows:

a) Investments at fair value through profit or loss - held-for-trading
An investment that is acquired principally for the purpose of generating profit from short-term fluctuations in
prices is classified as financial assets at fair value through profit or loss - held-for-trading. Currently there are no
investment of the Fund classified as at fair value through profit or loss - held for trading.

b) Loans and receivables

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

c) Available for sale
These are those non-derivative financial assets that are designated as available for sale or are not classified as
(a) loans and receivables (b) held-to-maturity investments, or (c) financial assets at fair value through profit or
loss. These are intended to be held for an indefinite period of time which may be sold in response to the needs
for liquidity or change in price. Currently there are no investment of the fund classified as Available for sale.

Regular way contracts

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

Initial recognition and measurement

All financial assets are initially recognized at cost, being the fair value of the consideration given including the
transaction cost associated with the acquisition, except in case of "financial assets at fair value through profit or loss
- held-for-trading", in which case the transaction costs are charged to 'income statement.

Subsequent measurement

a) Financial assets 'at fair value through profit or loss held for trading' and 'available for sale’

Subsequent to initial measurement, financial assets 'at fair value through profit or loss held for trading' and
'available for sale' are valued as follows:

Basis of valuation of government securities

The investment of the Fund in government securities is valued on the basis of PKRV rates published by Reuters
in accordance with Circular no. 33 of 2012.

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

Notes to the financial statements
For the year ended June 30, 2018

Net gains and losses arising from changes in fair value of 'available for sale' financial assets are recognised as
'‘other comprehensive income' in the Statement of comprehensive income until these are derecognised or
impaired. At this time, the cumulative gain or loss previously recognised as 'other comprehensive income' is
transferred to income before taxation as capital gain / (loss).

b) Loans and receivables

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

Gains or losses are also recognised in the 'income statement' and statement of comprehensive income when
financial assets carried at amortised cost are derecognised or impaired.

4.2.1.5 Impairment

The Management Company assesses at each reporting date whether there is objective evidence that the Fund’s
financial assets or a group of financial assets are impaired. If any such indication exists, the recoverable amount of
such assets is estimated. An impairment loss is recognised whenever the carrying value of an asset exceeds its
recoverable amount.

For financial assets classified as 'loans and receivables', a provision for impairment is established when there is
objective evidence that the Fund will not be able to collect all amounts due according to the original terms. The
provision against these amounts is made as per the provisioning policy duly formulated and approved by the Board
of Directors of the Management Company in accordance with the requirements of the SECP.

4.2.1.6 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.

4.2.2 Financial liabilities

All financial liabilities are recognised at the time when the Fund becomes a party to the contractual provisions of
the instrument. These are initially recognised at fair value and subsequently stated at amortised cost.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expired.
4.2.3 Offsetting of financial assets and 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.
4.3 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 amount of obligation can be made. Provisions are regularly reviewed and adjusted to
reflect the current best estimate.
4.4 Taxation
The income of the Fund is exempt from income tax under clause 99 of Part | of the Second Schedule to the Income
Tax Ordinance, 2001 subject to the condition that not less than ninety percent of its accounting income for the year,

as reduced by capital gains, whether realised or unrealised, is distributed in cash to the unit holders.

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

The Fund does not account for deferred tax in these financial statements as the Fund intends to continue availing

the tax exemption in future years by distributing in cash at least ninety percent of its accounting income for the year
as reduced by capital gains, whether realised or unrealised, to its unit holders
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HBL Money Market Fund

Notes to the financial statements
For the year ended June 30, 2018

4.5 Proposed distributions

Distributions declared subsequent to the reporting date are considered as non-adjusting events and are recognised
in the financial statements in the period in which such distributions are declared.

4.6 Issue and redemption of units

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

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

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

The Fund has followed the requirements of SRO 756 (I) 2017 dated August 3, 2017 read with NBFC regulations,
2008 in the preparation of these financial statements as follows:

- element of income has been determined as the difference between net assets value on the issuance or
redemption date, as the case maybe, of units and the net asset value at the beginning of the accounting period;

- presented distributable income in statement of movement In unitholders’ fund ; and

- presented allocation of net income available for distribution relating to capital gains and excluding capital gains
in statement of movement In unitholders’ fund.

Amendment in the NBFC Regulations subsequent to the year end

The Securities and Exchange Commission of Pakistan through its SRO 756(1)/2017 dated August 3, 2017 has made
certain amendments in the NBFC Regulations. The notification includes a definition and explanation relating to
"element of income" and excludes the element of income from the expression "accounting income" as described
in Regulation 63 (amount distributable to unit holders) of the NBFC Regulations. As per the notification, element of
income represents the difference between net assets 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 revised regulations also specify that element of income is a transaction of capital nature and the receipt and
payment of element of income shall be 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 will be refunded on units in the same proportion as dividend bears to accounting income
available for distribution. Furthermore, the revised regulations also require certain additional disclosures with
respect to 'Income Statement' and 'Statement of Movement in Unit Holders' Fund', whereas disclosure with
respect to 'Distribution Statement' has been deleted in the revised regulations.

Previously, an equalisation account called the 'element of income / (loss) and capital gains / (losses) included in
prices of units issued less those in units redeemed' was created, in order to prevent the dilution of per unit income
and distribution of income already paid out on redemption. The net element of income / (loss) and capital gains /
(losses) relating to units issued and redeemed during the accounting period which pertained to unrealised
appreciation / (diminution) held in the Unit Holder's Fund was recorded in a separate account and any amount
remaining in this reserve account at the end of the accounting period (whether gain or loss) was included in the
amount available for distribution to the unitholders. The remaining portion of the net element of income / (loss)
and capital gains / (losses) relating to units issued and redeemed during an accounting period was recognised in the
Income Statement.

As required by IAS 8: 'Accounting Policies, Changes in Accounting Estimates and Errors', a change in accounting
policy requires retrospective application as if that policy had always been applied. However, the Management
Company has applied the above changes in accounting policy, including the additional disclosures requirements in
the 'Income Statement' and 'Statement of Movement in Unit Holders' Fund', prospectively from July 1, 2017 as
required by SECP vide its email dated February 8, 2017. Accordingly, corresponding figures have not been restated.
The ‘Distribution Statement’ for the comparative period has not been presented as it has been deleted as a result
of the amendments made in the NBFC Regulations through aforementioned SRO issued by the SECP.
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Had the element of income been recognised as per the previous accounting policy, the income of the Fund would
have been higher by Rs 83.890 million. However, the change in accounting policy does not have any impact on the
'Cash flow Statement’, the 'net assets attributable to the unit holders' and 'net asset value per unit' as shown in the
'Statement of Assets and Liabilities' and 'Statement of Movement in Unit Holders' Fund'. The change has resulted
in inclusion of certain additional disclosures / new presentation requirements in the 'Income Statement' and
'Statement of Movement in Unit Holders' Fund which have been incorporated in these statements.

4.8 Net assets 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 asset of the Fund by the number of units in issue at the year end.

4.9 Revenue recognition

- Realised capital gains / (losses) arising on sale of investments are included in the 'income statement and other
comprehensive income' on the date at which the transaction takes place.

- Mark-up / return on Government securities, bank profits and investment in debt securities are recognized at a
time apportionate basis using the effective interest method.

- Unrealised gains / (losses) arising on re-measurement of investments classified as 'available for sale' are
included in 'other comprehensive income' in 'income statement and statement of comprehensive income' in
the period in which they arise.

4.10 Expenses

All expenses including NAV based expenses (namely management fee, trustee fee and annual fee payable to the
SECP) are recognised in the 'income statement' on a time apportionment basis using the effective interest method.

2018 2017
Note = ------—-- (Rupees in '000)----------
5. BANK BALANCES
Balances with bank in:
- Saving account 5.1 6,798,928 3,542,143
Term deposit receipts 5.2 500,000 -
7,298,928 3,542,143
5.1 This represents bank accounts held with different banks. Mark-up rates on these accounts range between 4.00% -
7.45% per annum (2017: 4.00% - 6.70% per annum).
5.2 Term deposit receipts carries mark-up at the rate of 7.40% per annum and will mature on July 27, 2018.
2018 2017
Note = —----o-ee- (Rupees in '000)----------
6. INVESTMENTS
Available for sale
- Government Securities 6.1 - -
Held for trading
- Government Securities 6.2 - -
Loans and receivables
- Certificate of investment - -
- Term deposit receipts 6.3 380,000
- Clean placement - 97,309
- 477,309
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6.1 Investment in Government Securities - Available-for-sale
Issue Date Tenure Face value Market value as a
percentage of
Sales/ Market
As at Purchases ales As at Value as at
. Matured Total Net
July 1, during during the June 30, lune 30, Investments Assets
2017 the year & 2018 2018
year
--------------------------- (Rupees in '000) --------=====ummmmmmmeeeae
Treasury bills
July 21, 2016 12 month - 900,000 900,000 - - - -
January 19, 2017 6 month - 825,000 825,000 - - - -
February 2, 2017 6 month - 300,000 300,000 - - -
February 16, 2017 6 month - 95,000 95,000 - - - -
May 11, 2017 3 month - 225,000 225,000 - - - -
Total - As at June 30, 2018 - 2,345,000 2,345,000 - - - -
Total - As at June 30, 2017 1,400,000 18,733,000 20,133,000 - - - -
6.2 Investment in Government Securities - Held-for-trading
Issue Date Tenure Face value Market value as a
percentage of
Sales/ Market
As at Purchases ales As at Value as at
. Matured Total Net
July 1, during during the June 30, June 30, Investments Assets
2017 the year yegr 2018 2018

Treasury bills

May 25, 2017 3 month - 915,000 915,000 - - - -
June 8, 2017 12 month - 150,000 150,000 - - - -
July 20, 2017 3 month - 2,570,000 2,570,000 - - - -
August 3, 2017 3 month - 1,600,000 1,600,000 - - - -
August 17,2017 3 month - 550,000 550,000 - - - -
August 31, 2017 3 month - 1,550,000 1,550,000 - - - -
September 14, 2017 3 month - 450,000 450,000 - - - -
September 28, 2017 3 month - 1,000,000 1,000,000 - - - -
October 12, 2017 3 month - 1,299,000 1,299,000 - - - -
October 26, 2017 3 month - 1,500,000 1,500,000 - - - -
November 9, 2017 3 month - 4,000,000 4,000,000 - - - -
November 23, 2017 6 month - 331,000 331,000 - - - -
November 23, 2017 3 month - 4,325,000 4,325,000 - - - -
December 7, 2017 6 month - 350,000 350,000 - - - -
January 4, 2018 3 month - 500,000 500,000 - - - -
January 18, 2018 3 month - 4,385,000 4,385,000 - - - -
February 1, 2018 3 month - 2,470,000 2,470,000 - - - -
February 15, 2018 3 month - 2,860,000 2,860,000 - - - -
March 15, 2018 3 month - 75,000 75,000 - - - -
April 12,2018 3 month - 11,345,000 11,345,000 - - - -
April 26,2018 3 month - 150,000 150,000 - - - -
May 10, 2018 3 month - 4,000,000 4,000,000

June 7, 2018 3 month - 850,000 850,000 - - - -
Total - As at June 30, 2018 - 47,225,000 47,225,000 - - - -

Total - As at June 30, 2017 - - - - R B _
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Percentage

6.3 As at Placement = Matured As at of total Percentage
: Name of Company July 1, made during during June 30, value of of Net
2017 the year the year 2018 . Assets
investments
--------------------------- (Rupees in '000) ----------======nnnmmmmemnn
Bank Alfalah Limited - 1,375,000 (1,375,000) - 0.00% 0.00%
Zarai Taragiati Bank Limited 380,000 460,000 (840,000) - 0.00% 0.00%
Total - As at June 30, 2018 380,000 1,835,000 (2,215,000) - 0.00% 0.00%
Total - As at June 30, 2017 400,000 2,645,000 (2,665,000) 380,000 79.61% 9.64%
2018 2017
Note =~ - (Rupees in '000)----------
7. ACCRUED MARK-UP
Mark-up accrued on:
- deposits with banks 18,298 19,448
- term deposit receipts 405 2,098
18,703 21,546
8. DEPOSITS AND PREPAYMENTS
Deposits 100 100
Prepayments 4 -
104 100
9. PAYABLE TO THE MANAGEMENT COMPANY
Management fee 9.1 4,231 3,760
Sindh Sales Tax 9.2 550 489
Allocation of expenses related to registrar services,
accounting, operation and valuation services 9.3 546 376
5,327 4,625
9.1 As per the offering document of the Fund, the Management Company charge a fee at the rate of 1% of the average
annual net assets on daily basis of the scheme subject to the guidelines as may be issued by the Commission from
time to time. Effective from January 15, 2018 the rate of fee is revised through amendment in the offering
documents of the scheme as 10% of the gross earnings of the scheme, calculated on a daily basis subject to a cap
of 1.00% and a floor of 0.75% of the average daily net assets of the scheme. The fee is payable monthly in arrears.
9.2 The Sindh Provincial Government has levied Sindh Sales Tax (SST) at the rate of 13 percent (2017: 13 percent) on
the remuneration of the Management Company through Sindh Sales Tax on Services Act, 2011.
9.3 As per Regulation 60(3)(s) of the amended NBFC Regulations dated November 25, 2015, fee and expenses
pertaining to registrar services, accounting, operation and valuation services related to a Collective Investment
Scheme (CIS) are chargeable to the CIS, maximum upto 0.1 percent of the average annual net assets or the actual
cost whichever is lower. Accordingly, the Management Company has charged aforementioned expenses to the
extent of 0.1% of the average annual net assets, being lower amount, to the Fund during the year.
2018 2017
Note = - (Rupees in '000)----------
10. PAYABLE TO THE TRUSTEE
Trustee's remuneration 10.1 532 388
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10.1 The Trustee is entitled to a monthly remuneration for services rendered to the Fund under the provisions of the
Trust Deed as per the tariff specified therein, based on the daily net assets of the Fund. The fee is paid to the Trustee
monthly in arrears.

The tariff structure applicable to the Fund is as follows:

Amount of Funds Under Management Tariff per annum
[Average Net Assets Value (NAV)]

Upto Rs 1000 million. Rs.0.7 million or 0.15% p.a of net asset whichever is higher.
On amount exceeding Rs.1,000 million and upto ~ Rs.1.5 million plus 0.075% p.a of the net assets on amount
Rs.10,000 million. exceeding Rs.1000 million upto 10,000 million.
Over Rs 10,000 million. Rs.8.25 million plus 0.06% of NAV,exceeding Rs.10,000 million
2018 2017
Note - (Rupees in '000)----------

11. PAYABLE TO SECURITIES AND EXCHANGE

COMMISSION OF PAKISTAN

Annual fee 11.1 4,064 3,125
11.1 Under the provisions of the Non-Banking Finance Companies and Notified Entities Regulations, 2008 a collective

investment scheme categorized as a money market scheme is required to pay as annual fee to the Securities and
Exchange Commission of Pakistan, an amount equal to 0.075 percent of the average annual net assets of the
scheme. The fee is payable annually in arrears.

2018 2017
Note = - (Rupees in '000)----------
12. ACCRUED EXPENSES AND OTHER LIABILITIES

Auditors' remuneration 542 530
Withholding tax payable - 26,101
Provision for Sindh Workers' Welfare Fund 12.1 12,371 6,602
Federal Excise Duty 12.2 41,211 41,211
Capital gain tax payable 1,388 8,152
Advance against units to be issued 2,500 2,500
Other payable 298 5,854

58,310 90,950

12.1 The Finance Act 2008 introduced an amendment to the Workers' Welfare Fund Ordinance, 1971 (WWF Ordinance).
As a result of this amendment it may be construed that all Collective Investment Schemes (CISs) / mutual funds
whose income exceeds Rs. 0.5 million in a tax year, have been brought within the scope of the WWF Ordinance,
thus rendering them liable to pay contribution to WWF at the rate of two percent of their accounting or taxable
income, whichever is higher. In this regard, a constitutional petition has been filed by certain CISs through their
trustees in the Honourable High Court of Sindh, challenging the applicability of WWF to the CISs, which is pending
adjudication.

The Finance Act 2015 incorporated an amendment in WWF Ordinance by excluding CIS from the definition of
Industrial Establishment, and consequently CIS are no more liable to pay contribution to WWF with effect from July
1, 2015.

Subsequently, the Ministry of Labour and Manpower (the Ministry) vide its letter dated July 15, 2010 clarified that
“Mutual Fund(s) is a product which is being managed / sold by the Asset Management Companies which are liable
to contribute towards Workers Welfare Fund under Section 4 of the WWF Ordinance. However, the income on
Mutual Fund(s), the product being sold, is exempted under the law ibid”.

Further, the Secretary (Income Tax Policy) Federal Board of Revenue (FBR) issued a letter dated October 6, 2010 to
the Members (Domestic Operation) North and South FBR. In the letter, reference was made to the clarification
issued by the Ministry stating that mutual funds are a product and their income are exempted under the law ibid.
The Secretary (Income Tax Policy) Federal Board of Revenue directed that the Ministry’s letter may be circulated
amongst field formations for necessary action. Following the issuance of FBR Letter, show cause notice which were
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issued by taxation office to certain mutual funds for payment of levy under WWF were withdrawn. However, the
Secretary (Income Tax Policy) Federal Board of Revenue vide letter January 4, 2011 has cancelled ab-initio
clarificatory letter dated October 6, 2010 on applicability of WWF on mutual funds and issued show cause notices
to certain mutual funds for collecting WWF. In respect of such show cause notices, certain mutual funds have been
granted stay by High Court of Sindh on the basis of the pending constitutional petition in the said court as referred
above.

During the year ended June 30, 2013, the Larger Bench of the Sindh High Court (SHC) issued a judgment in response
to a petition in another similar case in which it is held that the amendments introduced in the WWF Ordinance
through Finance Acts, 2006 and 2008 do not suffer from any constitutional or legal infirmity.

During the year ended June 30, 2014, the Peshawar High Court on a petition filed by certain aggrieved parties
(other than the mutual funds) has been adjudicated that the amendments introduced in the Workers Welfare Fund
Ordinance, 1971 through the Finance Acts of 1996 and 2009 lacks the essential mandate to be introduced and
passed through the money bill under the Constitution of Pakistan and hence have been declared as ultra vires the
Constitution.

However, the Supreme Court of Pakistan (SCP) passed a judgment on November 10, 2016, deciding that
amendments made through the Finance Acts through which WWF was levied are unlawful, as such are not in
nature of tax; therefore, it could not be introduced through the money bill. However, the Federal Board of Revenue
has filed a review petition in the SCP against the said judgment, which is pending for hearing in the SCP.

Further, the Government of Sindh also introduced levy of the Sindh Workers” Welfare Fund (SWWF) through the
Sindh Workers’ Welfare Act, 2014. The Mutual Fund Association of Pakistan, in the previous years based on opinion
obtained from the tax consultants, concluded that SWWF is not applicable on mutual funds. MUFAP also wrote to
the Sindh Revenue Board (SRB) that mutual funds are not establishments and are pass through vehicles; therefore,
they do not have any worker and, as a result, no SWWF is payable by them. SRB responded back that as mutual
funds are included in definition of financial institutions in the Financial Institutions (Recovery of Finance)
Ordinance, 2001, and thus SWWF is payable by them. MUFAP has taken up the matter with the concerned ministry
[Sindh Finance Ministry] for appropriate resolution of the matter.

Considering the above developments, the Management Company assessed the position of the Fund with regard to
reversal of provision of WWF and recognition of provision of SWWF, and decided in the prior year that:

- the Sindh Workers’ Welfare Fund (SWWF) should be recognized from July 01, 2014, and

- Provision computed for SWWF should be adjusted against provision of WWF, as the SCP declared WWF
unlawful. It was also decided that if any further provision is required, then it should be recognized in books of
the Fund. If provision of WWF is in excess of provision required for SWWF, the remaining provision of WWF
should be carried forward unless further clarification is received from the MUFAP.

As a result, the Management Company assessed that no further provision is required for SWWF and additional
provision of WWF should be carried forward till the matter is cleared.

In the wake of the aforesaid developments, the MUFAP called its Extraordinary General Meeting (EOGM) on
January 11, 2017, wherein the MUFAP recommended to its members that effective from January 12, 2017,
Workers' Welfare Fund (WWF) recognised earlier should be reversed in light of the decision made by the Supreme
Court of Pakistan; and, Sindh Workers' Welfare Fund (SWWF) should be recognized effective from May 21, 2015.

MUFAP also communicated the above-mentioned decisions to the Securities and Exchange of Commission (SECP)
through its letter dated January 12, 2017, and the SECP through its letter dated February 01, 2017, advised that the
adjustment should be prospective and supported by adequate disclosures.

As a result of the above recommendations of the MUFAP, the Fund on January 12, 2017, reversed the provision of
WWEF amounting to Rs. 64.738 million and started recognising provision for SWWF.

As at June 30, 2018, the provision in relation to SWWF amounted to Rs. 12.373 million (2017: Rs. 6.602 million). Had

the provision not being made, the Net Asset Value per unit as at June 30, 2018 would have been higher by Rs. 0.183
(June 30, 2017: Rs. 0.170) per unit.
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12.2 As per the requirement 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 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
results 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 along-with Central Depository Company of Pakistan Limited with the
Sindh High Court (SHC) on September 04, 2013.

While disposing the above petition through order dated June 30, 2016, the SHC declared the said provisions to be
ultra vires and as a result no FED is payable with effect from July 01, 2011. 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.

The Finance Act, 2016 excluded the mutual funds from the levy of FED with effect from July 01, 2016. therefore, no
provision is charged during the year ending June 30, 2018.

However, since the appeal is pending in Supreme Court of Pakistan, the Management Company, has made a
provision on FED on remuneration of Management Company, aggregating to Rs. 41.211 million. Had the provision

not been made, the Net Asset Value per unit as at June 30, 2018 would have been higher by Rs. 0.609 (June 30,
2017: Rs. 1.064) per unit.

13. CONTINGENCIES AND COMMITMENTS

There are no contingencies and commitments outstanding as at June 30, 2018 and June 30, 2017.

2018 2017
---------- (Number of Units)----------
14. NUMBER OF UNITS IN ISSUE
Total units in issue at the beginning of the year 38,735,140 34,690,544
Units issued 132,688,961 172,636,657
Units redeemed (103,789,902) (168,592,061)
Total units in issue at the end of the year 67,634,199 38,735,140
15. MARK-UP / RETURN ON INVESTMENTS
Mark-up on:
- Government securities 122,679 77,084
- Placements 16,207 2,308
138,886 79,392
2018 2017
---------- (Rupees in '000)----------
16. MARK-UP ON DEPOSITS WITH BANKS
Mark-up on:
- Savings accounts 186,154 148,590
- Term deposit receipts 35,972 39,732
222,126 188,322
17. AUDITORS' REMUNERATION
Annual audit fee 460 455
Fee for half yearly review 55 55
Review of compliance with the requirements of the
Code of Corporate Governance - 5
Other certifications and out of pocket expenses 96 117
611 632
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18. TAXATION

The Fund's income is exempt from Income Tax as per clause (99) of part | of the Second Schedule to the Income Tax
Ordinance, 2001 subject to the condition that not less than 90% of the accounting income for the year as reduced
by capital gains whether realised or unrealised is distributed to the unit holders in cash. 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. Subsequent to year end on July 4, 2018, Management Company has distributed cash dividend
of at least 90 percent of the aforementioned accounting income to the unit holders. Accordingly, no provision for
taxation has been recognised in these financial statements.

19. EARNINGS PER UNIT

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

20. FINANCIAL INSTRUMENTS BY CATEGORY
-------------- As on June 30, 2018 --------------
Loans and Available
. Total
receivables for sale
-------------- Rupees in '000 --------------
Assets
Bank balances 7,298,928 - 7,298,928
Accrued mark-up 18,703 - 18,703
Deposits 100 100
7,317,731 - 7,317,731
-------------- As on June 30, 2018 --------------
At fair value Other Total
through profit  financial
or loss liabilities
-------------- Rupees in '000 --------------
Liabilities
Payable to the Management Company - 5,327 5,327
Payable to the Trustee - 532 532
Accrued expenses and other liabilities - 840 840
Unit holders' fund - 7,249,502 7,249,502
- 7,256,202 7,256,202
-------------- As on June 30, 2017 --------------
Loans and Available
; Total
receivables for sale
-------------- Rupees in '000 --------------
Assets
Bank balances 3,542,143 - 3,542,143
Investments 477,309 - 477,309
Accrued mark-up 21,546 - 21,546
Deposits 100 - 100
4,041,098 - 4,041,098
-------------- As on June 30, 2017 --------------
At fair value Other Total
through profit  financial
Liabiliti or loss liabilities
abfliies T Rupees in '000 --------------
Payable to the Management Company - 4,625 4,625
Payable to the Trustee - 388 388
Accrued expenses and other liabilities - 6,384 6,384
Unit holders' fund - 3,942,010 3,942,010

- 3,953,407 3,953,407
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21. TRANSACTIONS WITH CONNECTED PERSONS / RELATED PARTIES
Connected persons include HBL Asset Management Limited being the Management Company, Habib Bank Limited
being the Sponsor, Central Depository Company of Pakistan Limited, being the Trustee of the Fund, other collective
investment schemes managed by the Management Company, directors and officers of the Management Company,
directors of connected persons and persons having 10% or more beneficial ownership of the units of the Fund.

Transactions with connected persons are in the normal course of business, at contracted rates and terms
determined in accordance with market rates.

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

Details of the transactions with connected persons and balances with them, if not disclosed elsewhere in these
financial statements are as follows:

21.1 Transactions during the year

HBL Asset Management Limited - Management Company

Management fee 54,057 47,034
Allocation of expenses related to registrar services,

accounting, operation and valuation services 5,426 4,162
Issue of 1,106,289 units (2017: 2,673,815 units) 114,079 285,829
Redemption of 115,578 units (2017: 7,986,217 units) 12,000 833,686

Habib Bank Limited - Sponsor

Issue of Units 6,535,940 units (2017: 104,325 Units) 700,000 10,568
Dividend Paid - 10,568
Bank charges paid 265 210
Mark-up earned during the year 39,520 32,563
Mark-up received during the year 40,692 30,178

Central Depository Company of Pakistan Limited - Trustee
Remuneration 5,446 4,375

Directors, Executives and Key Management personnel

Issue of units 340 units (2017: 131,753 units) 36 40,214
Redemption of units 137,374 (2017: 123,243 units) 14,099 26,916
21.2 Amounts outstanding as at year end

HBL Asset Management Limited - Management Company

Management Fee 4,231 3,760
Sindh Sales Tax 550 489
Allocation of expenses related to registrar services, accounting, operation and

valuation services 546 376
Investment held in the Fund : 990,713 units (June 30, 2017: Nil units) 106,191 -

Habib Bank Limited - Sponsor
Investment held in the Fund : 8,317,697 units (2017: 1,781,757 units) 891,548 181,326
Bank balances 479,807 899,493

Central Depository Company of Pakistan Limited - Trustee
Remuneration payable 471 695
Sindh Sales tax 61 85
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Directors, Executives and Key Management personnel
Investment held in the Fund 12,005 units (2017: 8,510 units) 1,287 13,981

22. PARTICULARS OF INVESTMENT COMMITTEE AND FUND MANAGER

Details of members of the investment committee of the Fund are as follow:

S.no. Name Designation Qualification Experience in years
1 Farid Ahmed Khan Chief Executive Officer MBA, CFA 25+ years
2 Muhammad Imran Chief Investment Officer MBA - Finance 18+ years
3 Faizan Saleem Head of Fixed Income MBA - Finance 10+ years
4 Noman Ameer Manager Risk MBA - Finance 11+ years
5 Sateesh Balani Head of Research MBA, CFA 7+ years
23. TOP BROKERS / DEALERS BY PERCENTAGE OF COMMISSION PAID

Top brokers during the year ended June 30, 2018

1 Bright Capital (Pvt) Limited

2 Arif Habib Limited

3 EFG Hermes Pakistan Limited

4 BMA Capital Management Limited
5 Invest Capital Markets Limited

6 Magenta Capital (Pvt) Limited

7 C& M Management (Pvt.) Limited
8 JS Global Capital Limited
9 Pearl Securities Limited
10 Next Capital Limited

Top brokers during the year ended June 30, 2017

1 Invest Capital Markets Limited

2 Invest & Finance Securities Limited

3 Pearl Securities Limited

4 C& M Management (Private) Limited
5 lcon Securities (Private) Limited

6 Optimus Markets (Private) Limited

7 JS Global Capital Limited

8 Bright Capital (Private) Limited

9 BIPL Securities Limited

10 Arif Habib Limited

24, PATTERN OF UNIT HOLDING
2018
Unit
Number of Number of holding or Percentage
units holders  units held investment of total
amount
-------------- Rupees in '000 --------------
Individuals 1,955 28,507,791 3,055,664 42.15%
Associated company 1 9,308,411 997,739 13.76%
Director 1 356 38 0.00%
Banks and DFls - - - 0.00%
Insurance companies 8 801,665 85,928 1.19%
Retirement funds 7 3,535,085 378,915 5.23%
Trust 3 343,824 36,853 0.51%
Foreign Investors 3 21,651 2,321 0.03%
Others 46 25,115,417 2,692,044 37.13%
2,024 67,634,199 7,249,502 100.00%
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2017
Unit
Number of Number of holding or Percentage
units holders  units held investment of total
amount

Individuals 1,070 19,074,870 1,941,217 49.24%
Associated companies 1 1,781,758 181,327 4.60%
Directors 1 128,835 13,111 0.33%
Banks and DFls - - - 0.00%
Insurance companies 3 539,966 54,951 1.39%
Retirement funds 5 226,633 23,064 0.59%
Trust 4 923,576 93,991 2.38%
Others 20 16,059,503 1,634,349 41.46%

1,104 38,735,140 3,942,010 100.00%

25. ATTENDANCE AT MEETINGS OF BOARD OF DIRECTORS

Five meetings of the Board of Directors were held on August 25, 2017, October 27, 2017, November 23, 2017,
February 26, 2018 and April 23, 2018 respectively. Information in respect of the attendance by the Directors in the
meetings is given below:

Number of meetings
S.No. Name of Director Held Attended Leave granted Meetings not attended

Mr. Agha Sher Shah 1
Mr. Farid Ahmed Khan
Ms. Ava A. Cowasjee
Mr. Rayomond H. Kotwal
Mr. Rizwan Haider
Mr. Shabbir Hussain Hashmi 2
Mr. Shahid Ghaffar 3
Mr. Nadeem Abdullah 4
Mr.Towfiq Habib Chinoy 5
0 Mr.Salahuddin Manzoor 6

November 23,2017 & April 23,2018
October 27,2017

February 26,2018

P OOONOOTUEAWNE

WWhrNRPUTOUOUVIUIN

WwhRrERrPpPUOTWUIN
I'_\I'_\INI

Appointed on November 23, 2017.
Appointed on February 26, 2018.
Appointed on December 04, 2017.
Resigned on February 26, 2018.
Resigned on November 23, 2017.
Resigned on November 30, 2017.

DU WNBE

26. FINANCIAL RISK MANAGEMENT
The Board of Directors of the Management Company has overall responsibility for the establishment and oversight
of the Fund's risk management framework. The Board is also responsible for developing and monitoring the Fund's
risk management policies.
The Fund's risk management policies are established to identify and analyse the risks faced by the Fund, to set
appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and
systems are reviewed regularly to reflect changes in market conditions and the Fund's activities.
The Fund primarily invests in a portfolio of money market investments, government securities and in other money
market instruments. These activities are exposed to a variety of financial risks, market risks, credit risks and liquidity
risks.

26.1 The Fund's activities expose it to a variety of financial risks: market risk, credit risk and liquidity risk.

26.1.1 Market risk

Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate as a result
of changes in market prices.
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The Management Company manages market risk by monitoring exposure on marketable securities by following the
internal risk management policies and investment guidelines approved by the Investment Committee and
regulations laid down by the Securities and Exchange Commission of Pakistan.

Market risk comprises of three types of risk ; currency risk, interest rate risk and other price risk.

26.1.2 Currency risk
This is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
foreign exchange rates. The Fund, at present is not exposed to currency risk as its operations are geographically
restricted to Pakistan and all transactions are carried out in Pak Rupees.

26.1.3 Interest rate risk

Interest 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 interest rates.

a) Cash flow interest rate risk

The Fund's interest rate risk arises from the balances in savings accounts, Term deposit receipts and clean
placements. The net income for the year would have increased / (decreased) by Rs. 67,989 million (2017: Rs.
1.906 million), had the interest rates on savings accounts with banks increased / (decreased) by 100 basis
points.

b) Fair value interest rate risk

The Fund does not account for any fixed rate financial assets and liabilities at fair value through profit and loss
account. Therefore, a change in interest rates at the reporting date would not affect profit and loss account of
the Fund.

The composition of the Fund's investment portfolio and rates announced by Financial Market Association of
Pakistan is expected to change over time. Therefore, the sensitivity analysis prepared as of June 30, 2018 is not
necessarily indicative of the effect on the Fund's net assets of future movements in interest rates.

Yield / Interest rate risk position for on balance sheet financial instruments is based on the earlier of contractual
reprising or maturity date and for off-balance sheet instruments is based on the settlement date.

2018
Exposed to Yield / Interest rate risk
Total Upto three More than More than Not exposed
months three months one year to Yield /
and upto one Interest rate
year risk

-------------- Rupees in '000 --------------
On-balance sheet financial instruments

Financial assets

Bank balances 7,298,928 7,298,928 - -

Accrued mark-up 18,703 - - - 18,703

Deposits 100 - - - 100
7,317,731 7,298,928 - - 18,803

Financial liabilities

Payable to Management Company 5,327 - - - 5,327

Payable to the Trustee 532 - - - 532

Accrued expenses and other liabilities 840 - - - 840

Unit holders' fund 7,249,502 - - - 7,249,502
7,256,201 - - - 7,256,201

On-balance sheet gap 61,530 7,298,928 - - (7,237,398)

Off-balance sheet financial instruments - - - - -

Off-balance sheet gap - - - R R
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2017
Exposed to Yield / Interest rate risk
Total Upto three More than More than Not exposed
months three months one year to Yield /
and upto one Interest rate
year risk

-------------- Rupees in '000 --------------
On-balance sheet financial instruments

Financial assets

Bank balances 3,542,143 3,542,143 - - -
Investments 477,309 - - - 477,309
Accrued mark-up 21,546 - - - 21,546
Deposits 100 - - - 100
4,041,098 3,542,143 - - 498,955
Financial liabilities
Payable to Management Company 4,625 - - - 4,625
Payable to the Trustee 388 - - - 388
Accrued expenses and other liabilities 6,384 - - - 6,384
Unit holders' fund 3,942,010 - - - 3,942,010
3,953,407 - - - 3,953,407
On-balance sheet gap 87,691 3,542,143 - - (3,454,452)

Off-balance sheet financial instruments - - - - -

Off-balance sheet gap - - - B B

26.1.4 Price risk

Price 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 prices (other than those arising from interest 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. Currently, the Fund does not hold any security which exposes the Fund
to price risk.

26.2 Credit risk

The Fund is exposed to credit risk, which is the risk that a counterparty will be unable to pay amounts in full when
they fall due. Credit risk arises from the inability of the counter party to fulfil their obligations. There is a possibility
of default by participants or failure of the financial markets / stock exchanges, the depositories, the settlements or
clearing system, etc.

The Fund's most significant financial assets are term deposit receipts, placements, balances held with banks, and
mark-up accrued on term deposit receipts and bank balances. The credit risk in respect of these balances is limited
because counter parties are banks with high credit worthiness.

The analysis below summarises the credit quality of the Fund's financial assets as at June 30, 2018:

Bank balances by rating category

A-1+ (JCR-VIS) 6,434,129 2,335,720
Al+ (PACRA) 864,762 1,206,387
A-1 (JCR-VIS) 37 36

7,298,928 3,542,143
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Investments in Government Securities - -

Certificate of investments - -
Term deposit receipts

A-1 (JCR-VIS) - 380,000
Clean Placement

Al+ (PACRA) - 97,309
Accrued mark-up 18,703 21,546
Deposits 100 100

The maximum exposure to credit risk before considering any related collateral as at June 30, 2018 is the carrying
amount of the financial assets. None of these are 'impaired' nor 'past due but not impaired'.

Concentration of credit risk

Concentration of credit risk arises when a number of financial instruments or contracts are entered into with the
same counterparty, or where a number of counterparties are engaged in similar business activities, or activities in
the same geographic region, or have similar economic features that would cause their ability to meet contractual
obligations to be similarly affected by changes in economic, political or other conditions. The Fund's portfolio of
financial assets is broadly diversified and transactions are entered into with diverse credit worthy counterparties
thereby mitigating any significant concentration of credit risk.

26.3 Liquidity risk

Liquidity risk is the risk that the Fund will encounter difficulty in meeting obligations arising from its financial
liabilities that are settled by delivering cash or another financial asset or such obligations will have to be settled in
a manner disadvantageous to the Fund.

The Fund is mainly exposed to the daily cash redemption requests on a regular basis. Units are redeemable at the
holders' option based on the Fund’s net asset value per unit, at the time of redemption, calculated in accordance
with the Fund’s constitutive document and guidelines laid down by the SECP.

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 without incurring unacceptable
losses or risking damage to the Fund's reputation. 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 realised.

The table below analyses the Fund's financial liabilities into relevant maturity groupings based on the remaining
period at the reporting date to the contractual maturity date. The amounts in the table are the contractual
undiscounted cash flows.

2018
Number of  Upto three Over three Over one
unit holders months months and year

upto one year

-------------- Rupees in '000 --------------
Financial liabilities
(excluding unit holders' fund)

Payable to Management Company 5,327 5,327 - -
Payable to the Trustee 532 532 - -
Accrued expenses and other liabilities 840 840 - -

6,699 6,699 - -
Unit holders' fund 7,249,502 7,249,502 - -
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2017
Number of Upto three Over three Over one
unit holders months  months and year

upto one year

-------------- Rupees in '000 --------------
Financial liabilities
(excluding unit holders' fund)

Payable to Management Company 4,625 4,625 - -
Payable to the Trustee 388 388 - -
Accrued expenses and other liabilities 6,384 6,384 - -
11,397 11,397 - -
Unit holders' fund 3,942,010 3,942,010 - -
27. UNITS HOLDERS' FUND RISK MANAGEMENT

The unit holders' fund is represented by the net assets attributable to unit holders / redeemable units. The amount
of net assets attributable to unit holders can change significantly on a daily basis as the Fund is subject to daily
issuance and redemptions at the discretion of unit holders. These unit holders of the Fund are entitled to
distributions 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. Unit
holders fund risk management is carried out by the Management Company through following steps:

- Monitor the level of daily issuance and redemptions relative to the liquid assets and adjust the amount of
distributions the Fund pays to the unit holders;

- Redeem and issue units in accordance with the constitutive documents of the Fund. This includes the Fund's
ability to restrict redemptions; and

- The Fund Manager / Investment Committee members and the Chief Executive Officer of the Management
Company critically track the movement of ‘Assets under Management’. The Board of Directors is updated
regarding key performance indicators, e.g., yield and movement of NAV and total Fund size at the end of each
quarter.

The Fund has maintained and complied with the requirements of minimum fund size during the current year.
28. FAIR VALUE AND CATEGORIES OF FINANCIAL INSTRUMENTS

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

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 reporting date. The quoted market price 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.

International Financial Reporting Standard (IFRS) 13, "Fair Value Measurement" 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:

The Fund classifies 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:

- Fair value measurements using quoted prices (unadjusted) in active markets for identical assets or liabilities
(level 1);
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- Fair value measurements using 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) (level 2); and

- Fair value measurements using Inputs for assets or liability that are not based on observable market data (i.e.
unobservable inputs) (level 3).

As at June 30, 2018 the fund does not have any financial assets and financial liabilities carried at fair value.

The table below provides information on financial assets or liabilities under different categories, by valuation

methods.
June 30, 2018
Carrying amount Fair Value
Other
financial
Available Loansand assets/
-for-sale receivables liabilities Total Level 1 Level 2 Level 3 Total
On-balance sheet financial instruments (Rupees in '000)
Financial assets not measured at fair value 28.1
Bank balances - 7,298,928 - 7,298,928
Investments
- Term deposit receipts 6.3 - - - -
- Clean placements - -
Accrued mark-up - 18,703 - 18,703
Deposits - 100 - 100
- 7,317,731 - 7,317,731
Financial liabilities not measured at fair value 28.1
Payable to Management Company - - 5,327 5,327
Payable to the Trustee - - 532 532
Accrued expenses and other liabilities - - 840 840

- - 6,699 6,699

June 30,2017

Carrying amount Fair Value
Other
financial
Available Loansand  assets/
-for-sale receivables liabilities Total Level 1 Level 2 Level 3 Total

On-balance sheet financial instruments (Rupees in '000)

Financial assets not measured at fair value 28.1 -
Bank balances - 3,542,143 - 3,542,143
Investments
- Term deposit receipts 6.3 - 380,000 - 380,000
- Clean placements 97,309 97,309
Accrued mark-up - 21,546 - 21,546
Deposits - 100 - 100
- 4,041,098 - 4,041,098
Financial liabilities not measured at fair value 28.1
Payable to Management Company - - 4,625 4,625
Payable to the Trustee - - 388 388
Accrued expenses and other liabilities - - 6,384 6,384
- - 11,397 11,397
28.1 The Fund has not disclosed the fair values for these financial assets and financial liabilities, as these are either short

term in nature or repriced frequently. Therefore, their carrying amounts are reasonable approximation of fair value.
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29. TOTAL EXPENSE RATIO

In accordance with the Directive 23 of 2016 issued by the Securities and Exchange Commission of Pakistan, the total
expense ratio of the Fund for the year ended June 30, 2018 is 1.41% (2017; 1.45%) which includes 0.31%
(2017;0.27%) representing Government Levy and SECP fee.

30. NON ADJUSTING EVENT AFTER REPORTING DATE

The Board of Directors of the Management Company in its meeting held on July 4, 2018 has proposed a variable
final cash distribution of upto Rs. 5.15 per unit amounting to PKR 166.578 million as cash dividend and Rs. 181.738
million as refund of capital. The financial statements of the Fund for the year ended June 30, 2018 do not include
the effect of the final distribution which will be accounted for in the financial statements of the Fund for the year
ending June 30, 2019.

31. DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorised for issue by the Board of Directors of the Management Company in
their meeting held on August 31, 2018.

32. CORRESPONDING FIGURES
Corresponding figures have been rearranged or reclassified, where necessary, for the purpose of better
presentation. No significant rearrangement or reclassification was made in these financial statements during the
current year.

33. GENERAL

Figures have been rounded off to the nearest thousand rupees.

For HBL Asset Management Limited
(Management Company)

Chief Financial Officer Chief Executive Officer Director
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NAME OF FUND HBL Income Fund

NAME OF TRUSTEE Central Depository Company of Pakistan Limited
NAME OF AUDITOR Deloitte Yousuf Adil, Chartered Accountants.
NAME OF BANKERS Habib Bank Limited

Bank Al-Habib Limited

Habib Metropolitan Bank Limited
Bank Al Falah Limited

Faysal Bank Limited

Allied Bank Limited

JS Bank Limited

Samba Bank Limited

Zarai Taragiati Bank Limited
Askari Bank Limited

MCB Bank Limited

Soneri Bank Limited

Telenor Bank Microfinance

U Microfinance Bank Limited

The First Microfinance Bank Limited
NRSP Microfinance Bank Limited

Fund Rating A(f) (JCR-VIS)
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HBL INCOME FUND
As at June 30, 2018

Type and Category of Fund

Open end Income Fund

Investment Objective and Accomplishment of Objective

FUND MANAGER'’S REPORT —

The objective of the Fund is to provide a stable stream of income with moderate level of risk by investing in fixed income

securities. The investment objective is achieved.

Benchmark and Performance Comparison with Benchmark

The Fund’s benchmark is average six month KIBOR Offer rate.

The comparison of the fund return with benchmark is given below:

Strategies and Policies employed during the Year

8.00%

7.00%

6.00%

5.00%

4.00%

3.00%

2.00%

Jul- Aug- Sep- Oct- Nov- Dec- Jan- Feb- Mar- Apr- May- Jun-

18

18

18 18 18

e Return of Fund e Benchmark

Month Re:z;rcljof Benchmark
Jun-18 5.61% 6.98%
May-18 6.39% 6.57%
Apr-18 3.04% 6.51%
Mar-18 6.82% 6.50%
Feb-18 4.99% 6.43%
Jan-18 5.69% 6.22%
Dec-17 4.37% 6.20%
Nov-17 4.50% 6.18%
Oct-17 5.07% 6.17%
Sep-17 4.02% 6.16%| 17 17 17 17 17 17 18
Aug-17 2.85% 6.15%
Jul-17 5.02% 6.14%

During the year under review, fund size of HBL Income Fund was reduced to PKR 2,456 million compared to PKR 4,490 million
in June, 2017. During the year, the Fund continued its policy of increasing quality TFCs in its portfolio. Exposure against TFCs
(including Government guaranteed instrument) was increased from 32.20% to 45.4% as on June 30, 2018. The Fund was
further invested in cash at bank and placements which cumulatively accounted for 54.50% of the portfolio on average. During
the year, funds were also invested in TDR placements with Microfinance institutions, commercial papers and Spread

transactions in order to support portfolio accruals.

Asset Allocation

TFC's
45%

Spread
Transactions
3%

Asset Allocation for June 2018

Other
3%

A

Cash & TDRs,
49%

Spread
Transactions,
5%

Commercial
Paper, 3%

TFC's, 32%

Other, 14%

Asset Allocation for June 2017

Cash & TDRs,
46%
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Significant Changes in Asset Allocation during the Year

During the year under review some changes in asset allocation were witnessed. The Fund’s exposure in bank placements were
reduced to 8.29% in June 2018 compared to 19.48% in June 2017 and the same were moved to higher yielding TFCs and
Spread Transactions. The cumulative exposure in Cash and TDRs increased to 49.03% from 45.77% due to changing market
conditions near year-end. Overall weighted average maturity increased from 850 days to 928 days due to increase exposure
in long term debt securities.

Fund Performance

The total income and net income of the Fund was Rs. 265.31 million and Rs. 186.50 million respectively during the year ended
June 30, 2018. The ex-dividend Net Asset Value (NAV) per unit of the Fund was Rs. 106.0146 per unit as on June 30, 2017. The
NAV of the Fund was Rs. 111.2890 per unit as on June 30, 2018 thereby giving an annualized return of 4.98%. During the same
year the benchmark (6 Month KIBOR) return was 6.35%.The size of Fund was Rs. 2.46 billion as on June 30, 2018.

Money Market Review

Interest rate cycle reversed in FY18 as central bank focus diverted towards containing rising twin deficits and in anticipation of
increase in inflation due to lack of fiscal discipline in election times. During the year, secondary market yields of 3, 5 and
10-year PIBs increased by 180, 171 and 86 bps respectively while yields of 3, 6 and 12 month T-Bills increased by 79, 90 and
116 bps respectively. Government of Pakistan raised only PKR 96bn through the PIB auction against a target of PKR 900bn as
eight PIB auctions were scrapped in the year due to lack of interest. The last cut-off yields stood at 7.5000%, 8.4795% and
8.6999% p.a. for 3, 5 and 10-year PIBs respectively. Overall trading in longer tenures remained lackluster due to market
participants’ consensus of increase in interest rates.

During FY18, Government retired PKR 77bn from scheduled banks against borrowing of PKR 179bn during same period last
year due to multiple scrapped PIB Auctions. Meanwhile, Government borrowing from SBP increased by PKR 1,439bn during
the period against PKR 908bn during same period last year. Government largely managed its borrowing requirements through
domestic sources, and raised PKR 16,894bn via T-bills (excluding NCB) compared to the cumulative target of PKR 16,925bn and
maturities of PKR 15,971bn. In the last T-Bill Auction held in Jun-18 no amount was accepted in the 6 and 12 month T-Bills. The
cutoff yield was 6.7596% for the 3 month T-Bills. SBP increased the policy rate by 25bps in January and a further 50bps in May
to 6.50% to control aggregate demand and the current account deficit. Since then the SBP has further increased policy rate by
100bps in Jul-18 MPS. Going forward, we foresee another interest rate hike of 50bps in the calendar year on the back of
increasing inflation expectation and sustainability of current account risks.

Distribution

Subsequent to the year end, the Fund has distributed cash dividend upto Rs. 5.50 per unit for the year ended June 30, 2018,
which reduced the cum-NAV of the Fund as of June 30, 2018 by amount of distribution to Rs. 105.7890 per unit.

Significant Changes in the State of Affairs
There were no significant changes in the state of affairs during the year under review.

Breakdown of Unit Holding by Size

From - To Number of Unit Total Number of Units
(Number of units) Holders Held
1 - 100 267 10,449
101 - 500 129 26,643
501 - 1,000 43 32,539
1,001 — 10,000 224 1,111,318
10,001 - 100,000 194 6,432,781
100,001 — 500,000 15 3,234,131
500,001 - 1,000,000 1 3,234,131
1,000,001 - 5,000,000 1 578,925
5,000,001 and above 1 9,489,919
Total 875 22,072,806
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Unit Splits

There were no unit splits during the year.

Circumstances materially affecting the Interest of Unit Holders
Investments are subject to market risk.

Soft Commission

The Management Company from time to time receives research reports and presentations from brokerage houses.
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PERFORMANCE TABLE -

HBL INCOME FUND
As at June 30, 2018

2018 2017 2016 2015 2014 2013

Net assets at the period end(Rs'000) 2,456,460 4,490,296 6,726,060 3,376,281 2,768,352 1,947,464
NET ASSETS VALUE PER UNIT AT 30 JUNE - RUPEES
Redemption 111.2890 106.0146 106.0938 13-Apr-00 101.3388 102.6114
Offer 113.1753 107.8115 108.1983 13-Apr-00 101.3388 102.6114
OFFER / REDEMPTION DURING THE PERIOD - RUPEES
Highest offer price per unit 113.1531 112.7930 113.4354 113.5884 104.8113 103.3155
Lowest offer price per unit 107.8570 107.7564 104.9645 101.4359 100.6154 99.1319
Highest redemption price per unit 111.2890 110.9130 111.2291 113.5884 104.8113 103.3155
Lowest redemption price per unit 106.0593 105.9604 104.9645 101.4359 100.6154 99.1319
RETURN (%)
Total return 4.98% 4.64% 6.12% 12.44% 9.91% 7.70%
Income distribution 5.50% 5.00% 5.25% 9.00% 9.00% 7.00%
Capital growth -0.52% -0.36% 0.87% 3.44% 0.91% 0.70%
DISTRIBUTION
First Interim dividend distribution (Rs) - - - - 1.75 1.75
Date of Income Distribution
Second Interim dividend distribution (Rs) - - - - 1.75 1.50
Date of Income Distribution
Third Interim dividend distribution (Rs) - - - - 2.00 1.75
Date of Income Distribution
Final dividend distributation (Rs) 5.50 5.00 5.25 9.00 3.50 2.00

4-Jul-17 20-Jun-17 22-Jun-16 26-Jun-15 Various dates- (As  Various dates- (As

mentioned in mentioned in
Financial Financial
Statements of Statements of
respective year) respective year)

Total dividend distribution for the year/ period (Rs) 5.50 5.00 5.25 9.00 9.00 7.00
AVERAGE RETURNS (% )
Average annual return 1 year 4.98% 4.64% 6.12% 12.44% 9.91% 7.70%
Average annual return 2 year 4.81% 5.39% 9.28% 11.18% 8.81% 10.01%
Average annual return 3 year 5.25% 7.69% 9.49% 10.02% 9.98% 10.01%
Weighted average portfolio during (No. of days) 928 850 372 485 621 475
PORTFOLIO COMPOSITION - (%)
Percentage of Total Assets as at 30 June:
Bank Balances 40.74% 26.29% 48.00% 29.00% 24.00% 19.00%
TFCs 39.92% 32.20% 10.00% 8.00% 13.00% 27.00%
Government Securities 5.48% - 34.00% 62.00% 54.00% 53.00%
Placement with Banks and DFIs 8.29% 19.48% 4.00% 0.00% 7.00% 0.00%
Spread Transaction 2.83% 4.87% 0.00% 0.00% 0.00% 0.00%
Commercial Paper 0.00% 2.96% 0.00% 0.00% 0.00% 0.00%
Others Including receivables 2.75% 14% 4.00% 1.00% 2.00% 1.00%

Note:
The Launch date of the Fund is March 15, 2007

Past performance is not necessarily indicative of future performance and unit prices and investment returns may go down, as well as up.
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PROXY VOTING DISCLOURE

Summary of Actual Proxy voted by CIS

HBL Income Fund Meetings Resolutions For Against

Number - - - -

(%ages) 100% 100% -

(h)  AMCdid not participate in shareholders' meetings
Investee Company AGM Meeting Dt EOGM Meeting Dt

Amreli Steels Limited 25-10-2017 N-A
Attock Refinery Limited 19-10-2017 N-A
D G Khan Cement Co.Ltd. 28-10-2017 N-A
Engro Polymer & Chemicals Ltd 29-3-2018 N-A
Fauji Fertilizer Company Ltd 13-3-2018 N-A
Habib Metropolitan Bank Ltd 29-3-2018 N-A
International Steels Limited 26-9-2017 N-A
Nishat Chunian Ltd 23-10-2017 N-A
Oil & Gas Development Co Ltd 24-10-2017 N-A
Pak Elektron Ltd 25-4-2018 N-A
Pakistan Petroleum Ltd 27-10-2017 N-A
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ilie Wi -Banking Frizinee Compiiles ind Matifled Eoplie Bogulations, 008 unil the
coeEtmtive docmmens of the Pl

@_!!1......._.._._1
Altab Abmaed THwin
Chpef Txecutiv= Crficer
Cantrnl Diepouiiory Comprany of Pakiatan Lbmtited

Karsehl Seplembes 8, 1018
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INDEPENDENT AUDITORS' REPORT TO
THE UNIT HOLDERS OF HBL INCOME FUND

Report on the Avdit af the Financial Statements
Crainion

iWa have audited the fnanclel staternents of HBL Income Fumd (the fund), which compeise the satement
ol absets gnd Eabiiltias 5 &t June 30, 2018, and the related income statément, stalemaent of comprehamsive
iricome, stetement af movement in unlt bakders’ fund and eash flow statement for the yeer ihen anded,

s notes o tha Nnencial |ht|n-|qm:_:, ineluding & surmimery &f sigefeant sccobnting pelicies.

{0 ‘our apinian, the accompaiying fnanclsl sislements 2 trum and fair Wiew of the fingndal pasition of
the Fund as-at June 309, 2018, and of its finencial parformance, cash flows and transactions for'the vesr
then entded |0 sceerdancs with sccountlng and eportng stondords e appiicable i Pakisten

Basls for Opinian

We conducted our @i in accordanco with Intemstions! Stendards on Auditing (1583} a8 appliceliks in
Pekiston. Dur responalbiities under thosa standards are further deseribed in the Auditors Responsibuibes
for the Apdle of the Pinancial Skslaments section of our report. We s independent al the Fund =nd
Management Company In accordance with the Intarnational Ethics Standerds Board for Accountants' Code
of Ethicy for Professtonsl Accousntants [[ESEA Code) as adogied by the Inctute of Cherlered Acesuntants
ol Pakistan togethar with th ethical requirements et ere relevant m our audit of tha financial statenents
in Pakistan, and we have fulfilied dar other ethical responelbilted in accordenca with these reguerements
and the TE58A Coge. We belleve that the Budlt svidence wi have obtained s sufficent and approoniats Lo
provide 8 basis fer aur opdiisn,

Key Audit Mattars

igey Sudlt matters ara thope matier that, In our professionad judgmant, ware of most significance in our
sipdit of the Ansndsl ststements of the curmmt prergd, These matters were pddressad o the confod of ow
pisdit of the financial statements s58 whels, gnd in feeming our opinion thereoh, &nd we 8o.nol pravide &
separale pinion on thess matters.

&, Na, Kay audit matt Hmu—mm:’lﬂﬂﬂmdln

i Valuation and existances of investments
) we performed the foliawing steps
As discloged | note & to the Mranciel statemants, during cue audie of Investmants:

Investments amounted o Rs. 1,221 billlan &g ar

Juns 35, 2018, + independant tosting of valuetions by
wsing the rates detarmined by e
Thisa investments represent & sigrificant itam on mmﬂ Fund m&m“
tha statemsnt of assets and Mobiitios. The Fund h“”""ﬂiﬁ_ﬁ el
Invests principally In Term Finance certificates’ and ingiperofuk m"“’““;mm il
thekt valustion and ndnj:m 5 & signdficant area thet Incema W
|| suming aur sudi. There is & risk that Sppropriste
T,
lurcanr ai
[ Py i om @ b Ll
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5. Na.

Koy nudit maiiers

How the matiers were sddressed in

TWHW“MHMWMMEW
value,

Further, the Fund may have nduded investments in
I fnanclal statements which wers not owned by
Faifi,

during the year; and

Bapository Company (COC) sceaunt
records;

perfarming purchases anif sales
testing on o ssmple of oaden madn
during the yesr to shinin evidence
regerding mouernert af certiflcates

=ny differencas ideniifed during our
testhng thal were over aur
aczmptabie threshald were
Imvestigated further.

Change in accounting policy &2 & result of
amendments in Nor-Sanking Flnance
cmnr-mwmnqmm

Al disciooad in note 4.7, {o the finonoal stotemants,

‘Bn August 43, F017, SECP le=ued 580 na,

TSE[11200T whisnky carthln amsndmants wars
rmace n the MNon-Banking Finance Companles and
himtited Entities Ragilation, 2008 {the NEAD
fegulation). Such amendmants Intradisced
definltion of Elmment of [rcome, sod reuirnd certain
adcitinna) giscipsores in Incoma shateansnt gnd
statesinent af moversEnt 1 it holders” fund
together with removal of ruiressent o preent
distribution statement separabaly.

The abovemsntioned amendments requirs

-ummmmmumm garaisnting,

nitEton and discinaurs of tha Elarmant of
neomig' bn the financial statements, which have

biesn applied &5 & chenga in accounting pollcy
prospsctively in ncoondanes with the clarfication
Issued by tha Securitiss and Sxchange Cammisslan
aof Faiialan, Cormedertng the significance of the
mbove fockors, we have treatsd thess chamges-as
Koy Audle Maiter.

T oedier ba addrese the metier wo
have:

Hakl discusslans with monagemant
regarding the amsndinsnts mads in
the NBFC Reguinbons, the resulting
changas requlead In the finandal
skatmmeants and how the systems
wirn updaied o catar for the
nreendmants;

Gibtained account holder wie
movemant of adl unit hoiders of the
Fupe 2nd for a sample of unit
holders, verifled the movemant in
terms aF units and value Jincleding
et msset vabia gor ut) by
chisciiing riing dacumants to
ermirg that slement of fmoame snd
income adready pakd on units
redesmed |5 sccurate. Aisg
prapared quantitative reconciilabion
af unlts raported; and

Cheekpd adequacy of presentation
and disclosws requirgments

including slement of Income n n
thi financial stalenfents 1 per the
teguirssnents of Scheduls V of the
NEFC Regulations.

Irarmation Other than the Financlal Statements and Auditor's Report Thareon

Manpgemant

Company i responsible for the omer informetlon. The otfer nfemation comprises: the

infermation inckided I the annnl mport, but doss pot inciuds the fasncle stetements and our suditor's
raport thereo,

T
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fiur oplnisa o the Oroncla) sietsmants daes nok cover (e obher information and we da not express any
form of assurance condusion thareon.

Iri ecmenEctiiey with sur auii of the finandal statements, our respansibiity s to read the ather Informatian
misd, in dolng 8o, congider whethar the other Infgrmation s materally Inconsissant with the fnanclal
akataments or our knowiedge obtalned in the sadlt or othansiie appesss to ke materislly misotated, I,
based on the work wy heve pedfarmed, we monciude that thers 18 o makerial misstatemant of this ather
nformation, we sre requird 0 report that fack, \We howe nathing B report in this regard.

Rasponsibiilties of Management Company and Those Charged with Governance for the Finanelal
Etatemants

Management Company & responaibie for the preparacen and f2ir presantation of the financal sistemanis
in pegardance with sccaunting and reporting standards g apalicabds |n Paldaten, and fae sich Intarmul
convtrol 25 the Managoment Company debermined |8 necessary b0 enahle the pregansfion of Nnapciel
atmtempnts that ard fres freom msiarial misstatemant, whether due i fraud ar e

In prepering the fAnancls statermmnts, Marsgemant Compasny |s raspensinln for assessing the fund's abilicy
to continue Ba B galng concern;, disdasing, a8 spglicebis. martiars refaind to golng concem and usng tha
going concarn basts of sccounting viiess Management Company lther infencs to lgquidate the Furd or to
coasn operatdors, or hee no realistic alfermetive bBut (o da 0.

Thase Charged with Gavernance of tha Managomant Compamy are responsible for oversesing the Fund’s
financial reparting process.

Auditor's Rnsponsibliites for the Audit of the Finencal Statements

Dur ohjectives &= i pbialn (easoisbie assurance about whethar the finoncial stalesnents a8 & Whise &re
Free from material missEtement, whetier due 0 fraud or emoar, and to lspues an sudline's repart Bhat
inetudes our oplnion. Ressunable assurarcs is @ high jevel of pssursnon, but i not o guarahtes that an
audit comducted in sccordance with [SAs =3 sppllcsbie n Pakiszan will slweys deiect 8 matorial
lEstatamant whan |t exlsts, Misttatements can antse frorh fraud or erar end dra considaresd material i,
individuslly o i the agpregato, thoy could rmessnobly be expected (o Influsncs the sconomic daclsiorns of
uaors Telen on tha basis af hase Meanclal salements. '

An pait of mh 0o In scoordince with [5As a3 applicable in Pallstan, we askarcse professional judgment
and msintEin grafessioml rrapticism throughout the audit. We sea

" fdontify snd nesess the sk of mateds migstatamans of tha firanclsl statorments, whether due to
friid or error, design and perfirm sedit procedures responsive to hoee ncks, and chtcnln: sedit
syldedca that is sufficient and appropriaie to provide & besiz for car oaitlan, Tha resk af net detecting
B materlnl misstatement resulting from fraud 18 highar than for ane resislting frem arear, o5 fraod

iy Inivalve collission, fargery, intentiosal omissions, misrpprosentatians, or the override af ntermal
Eamtres,

" Céatain mn underatEnding of intermal control relevant o the sudit in order $a dasign aut procedores
that arg sppropriste in the direumstances, but nok for the puarpaoe af EEprEysing an oEinion oo The
effectivansss of the Memagiemuent Campany's int=rnal conbed,

« Eusluale the sppropristeness of accounting polices used snd the ressonsbleress of accounting
mEtimates and related disciagures made by Managreent Company.

. Canclisle on the agpropoatenass of Mansgamen; Compeny's use of tha going concem hesld of
accounting Bnd; based on e audit evidence chtminad, whethar-a malers: uncertainty cemts related
to avents or condEions thal may cast slgrfcant doubt an the Fund's ability to continge as a golng
cancem. If we conclode that & msteial unesrtalnty exlsts, wn arm required to drss attention (0our

LT
Dislasriim Pavmba Veloiopti ilamad
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ayditars repart o the relafed diedaseres in the Mnancial siptements or, II e dadosisfes are
insdaguate, o modify our opinfop. Our conclusions b bassd on the Budlc avidence chtained ug o
this date of our Tudiine's report. However, futuhe svents or condibions miry cacse the Fund fo ceass
ta continus 28 8 galng sancem.

- valuats the owarall presentslicn, structura and contert of the fnencal statoments; mcuding the
dcigirey, and whether the fnancel statements rapreaant thie undarying fransactions and events
ima manner that achigves falr preaantation.

e commisnicaty with Thiss Charged with Sovernonce of the Mensgement Company regarding, among
other matt=rs, the planned scope and tming of the audit and significont sudit firdings, (nduding sy
gignificant dafizienciss in kel coniesd thed e Mankify dering our audle

We 3lso provide Thosa Charged with Governance of the Management Company with a statement Lhat we
have comyplled with retavant sthicol requisemants regording indepenidance, anl to carmmunicate with tham
&l risstonships and other matters thot may reasonnbly be thought ko bag on aur ndegardanon, and where
dpplizable, raloted salfeguards

From the matters communiested with Thoss Charged with Governance of the Management Chmpany, wi
fotarming thase rrstters that were of most significence in fe audit of the Anoncls| ststsments af the
current parind ond are therefore the key sudit maters. We describe these matters in our auditor's repart
unless law or régulation precludes public disclosors aboub Bhe matter of when, inoextrernely rars
plrcumstances, wa determine that § matter shoukd fak be commiunicatsd in oud rapor because the pdverss

eansedustices of Gakng so would reasoaably be axpactd te cubweigh the public interest benefits of such
commmuication

Rapurt on Other Legal and Regulstory Requiraments

Ir Bur oiEnian, e Aaanoal statermants have been prepared In scoordance wikh the ralevant provisioos af
the Han-Banking Finsnds Companies (Establishment and Aogislatian) Rules, 3003 and Non-Banking Financg
Companies ond Molified Entities Aggidations, 2000

Tha engagement partner on the audit resiiting b this ndependent auditor's report & Mena Sadin,

Chartered
Plnce: Karach
Dte Septomper 18, JO10

e =

lisdaitis Tt Taterilas Lisned
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HBL Income Fund

Statement of Assets and Liabilities

As at June 30, 2018

2018 2017
Note = - (Rupees in '000)----------
Assets
Bank balances 5 1,242,036 881,829
Investments 6 1,221,606 2,718,877
Accrued mark-up 7 21,696 43,405
Advances, deposits, prepayments and other receivables 8 47,841 188,054
Receivable against sale of investment 9 24,984 733,524
Total assets 2,558,163 4,565,689
Liabilities
Payable to Management Company 10 4,399 8,335
Payable to the Trustee 11 349 498
Payable to Securities and Exchange Commission of Pakistan 12 2,742 4,291
Accrued expenses and other liabilities 13 50,424 62,269
Payable against purchase of investment 43,789 -
Total liabilities 101,703 75,393
Net assets 2,456,460 4,490,296
Unit holders' fund (as per statement attached) 2,456,460 4,490,296
Contingencies and commitments 14
--------- Number of units---------
Number of units in issue 15 22,072,806 42,355,455
Rupees
Net assets value per unit 4.8 111.2890 106.0146
The annexed notes 1 to 35 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial Officer Chief Executive Officer Director
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HBL Income Fund

Income Statement
For the year ended June 30, 2018

2018 2017
Note =~ = - (Rupees in '000)----------
Income
Mark-up / return on investments 16 104,489 152,964
Capital gain on sale of investments - net 241 9,611
Mark-up on deposits with banks 17 141,583 187,309
Dividend Income 16,647 20,783
Unrealised gain / (loss) on revaluation of investments carried at
fair value through profit or loss - held-for-trading - net 2,352 (12)
Total Income 265,312 370,655
Expenses
Remuneration of the Management Company 10.1 58,367 96,972
Remuneration of the Trustee 11.1 4,472 6,050
Annual fee of Securities and Exchange Commission of Pakistan 12.1 2,742 4,291
Allocation of expenses related to registrar services,
accounting, operation and valuation services 10.3 3,656 5,719
Settlement and bank charges 4,780 2,633
Auditors' remuneration 18 396 340
Fee and subscription 397 310
Printing charges 194 345
Total Expenses 75,004 116,660
190,308 253,995
Element of loss and capital losses
included in prices of units issued less those in units redeemed - (63,654)
Reversal of provision for Workers' Welfare Fund 13.2 - 28,170
Provision for Sindh Workers' Welfare Fund 13.2 (3,806) (17,449)
(3,806) 10,721
Net income for the year before taxation 186,502 201,062
Taxation 19 - -
Net income for the year after taxation 186,502 201,062
Allocation of net income for the year
Income already paid on redemption of units 77,201
Accounting income available for distribution:
- Relating to capital gains 2,063
- Excluding capital gains 107,238
109,301
186,502
Earnings per unit 20
The annexed notes 1 to 35 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial Officer Chief Executive Officer Director
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HBL Income Fund

Statement of Comprehensive Income
For the year ended June 30, 2018

Net income for the year after taxation 186,502 201,062

Items that may be reclassified subsequently
to Income Stataement

Unrealised loss on re-measurement of investments (12,406) (29,754)
classified as available-for-sale

Reclassification adjustments relating to available for sale 1,021 23,546
financial assets disposed of during the year

Total other comprehensive income for the year (11,385) (6,208)

Total comprehensive income for the year 175,117 194,854

The annexed notes 1 to 35 form an integral part of these financial statements.

For HBL Asset Management Limited
(Management Company)

Chief Financial Officer

Chief Executive Officer

Director
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HBL Income Fund

Statement of Movement in Unit Holders' Fund

For the year ended June 30, 2018

Net assets at beginning of the year

Issuance of 8,770,467 units (2017: 58,376,138 units)
- Capital Value (at net asset value per units at

the beginning of the year
- Element of income

Redemption of 29,053,116 units (2017: 79,417,982 units)
- Capital Value (at net asset value per units at

the beginning of the year"
- Amount paid out of element of income

relating to net income for the year after taxation

Element of income and capital gains included in prices
of units issued less those in units redeemed
Distribution during the year

Net income for the year after taxation

Other comprehensive income for the year

Total comprehensive income for the period

Net assets at end of the year

Undistributed income brought forward

- Realised
- Unrealised

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

Element of loss and capital losses included in prices
of units issued less those in units redeemed
Distribution during the year

Undistributed income carried forward
Undistributed income carrited forward

- Realised
- Unrealised

Net assets value per unit at beginning of the year

Net assets value per unit at end of the year

The annexed notes 1 to 35 form an integral part of these financial statements.

Chief Financial Officer

m Annual Report-2018

2018 2017
Capital  Undistributed Unrealised Total Capital  Undistributed Unrealised Total
value income  (loss) / income value income  (loss) / income
of investment of investment
Rupees in '000'
4,362,025 117,658 10,613 4,490,296 - - 6,726,060
929,798 - - 929,798 - - 6,207,980
20,890 - - 20,890 - - -
950,688 - - 950,688 - - 6,207,980
(3,080,081) - - | (3,080,081) - -1 (8,506,659)
(2,359) (77,201) - (79,560) - - -
(3,082,440 (77,201) - (3,159,641) - - (8,506,659)
- - - - - - 63,654
. . - B - - (195,593)
- 186,502 - 186,502 - - 201,062
- - (11,385) (11,385) - - (6,208)
B 186,502 (11,385) 175,117 - B 194,854
2,230,273 226,959 (772) 2,456,460 - - 4,490,296
117,670 240,413
1) -
117,658 240,413
2,063 -
107,238 -
109,301 201,062
- (128,224)
- (195,593)
226,959 117,658
224,607 117,670
2,352 (12)
226,959 117,658
(Rupees)
106.0146 106.0938
111.2890 106.0146
For HBL Asset Management Limited
(Management Company)
Chief Executive Officer Director



HBL Income Fund

Cash Flow Statement
For the year ended June 30, 2018

2018 2017
Note = —--meeeee (Rupees in '000)----------
Cash flows from operating activities
Net income for the year 186,502 201,062
Adjustments:
Return / mark-up on:
- Bank profits (141,583) (187,309)
- Investments (104,489) (152,964)
- Gain on sale of investments - net (241) (9,611)
- Dividend income (16,647) (20,783)
Unrealised (gain) / loss (2,352) 12
Element of loss and capital losses included
in prices of units issued less those in units redeemed - net - 63,654
Reversal of provision for Workers' Welfare Fund - (28,170)
Provision for Sindh Workers' Welfare Fund 3,806 17,449
(75,004) (116,660)
Decrease / (increase) in assets
Investments - net 2,240,808 (166,983)
Advances, deposits, prepayments and other receivables 136,747 76,755
2,377,555 (90,228)
Decrease in liabilities
Payable to Management Company (3,936) (7,053)
Payable to the Trustee (149) (120)
Payable to Securities and Exchange Commission of Pakistan (1,549) (553)
Accrued expenses and other liabilities (15,651) (19,722)
(21,285) (27,448)
Bank profit received 144,556 176,124
Markup on investments received 123,225 157,154
Dividend Income received 20,113 17,317
Net cash generated from operating activities 2,569,160 116,259
Cash flows from financing activities
Amount received on issue of units 950,688 6,207,980
Payment against redemption of units (3,159,641) (8,506,659)
Cash dividend paid - (195,593)
Net cash used in financing activities (2,208,953) (2,494,272)
Net increase / (decrease) in cash and cash equivalents 360,207 (2,378,013)
Cash and cash equivalents at beginning of the year 881,829 3,259,842
Cash and cash equivalents at end of the year 5 1,242,036 881,829
The annexed notes 1 to 35 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial Officer Chief Executive Officer Director
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HBL Income Fund

Notes to the financial statements
For the year ended June 30, 2018

1. LEGAL STATUS AND NATURE OF BUSINESS

HBL Income Fund (the Fund) was established under a Trust Deed, dated September 06, 2006, executed between
HBL Asset Management Limited as the Management Company and Central Depository Company of Pakistan
Limited (CDC) as the Trustee. The Fund was authorised by the Securities and Exchange Commission of Pakistan
(SECP) as a unit trust scheme on July 25, 2006.

The Management Company of the Fund has been registered as a Non-Banking Finance Company (NBFC) under the
NBFC Rules, 2003 and has obtained the requisite license from the SECP to undertake Asset Management Services.
The registered office of the Management Company is situated at 7th Floor, Emerald Tower, G-19, Block 5, Main
Clifton Road, Clifton, Karachi.

The Fund is an open ended mutual fund and offers units for public subscription on a continuous basis. The units are
transferable and can also be redeemed by surrendering to the Fund. The Fund is listed on the Pakistan Stock
Exchange Limited. The units of the Fund were initially offered for public subscription at par from March 15, 2007 to
March 17, 2007.

The principal activity of the Fund is to make investments in fixed income securities. Other avenues of investments
include ready future arbitrage in listed securities and transactions under Continuous Funding System.

JCR-VIS Credit Rating Agency has assigned management quality rating of 'AM2+' to the Management Company and
the fund stability rating of A(f) to the Fund.

Title to the assets of the Fund are held in the name of Central Depository Company of Pakistan Limited as trustee

of the Fund.
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.

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.

2.2 Basis of measurement

These financial statements have been prepared under the historical cost convention, except that certain
investments are measured at fair value.

2.3 Functional and presentation currency
These financial statements are presented in Pak Rupees, which is the fund's functional and presentation currency.
2.4 Use of judgments and estimates
The preparation of the financial statements in conformity with the approved accounting standards requires the
management to make estimates, judgements and assumptions that affect the reported amount of assets, liabilities,
income and expenses. It also requires the management to exercise judgement in application of its accounting

policies. The estimates, judgements and associated assumptions are based on the historical experience and various
other factors that are believed to be reasonable under the circumstances. Revisions to accounting estimates are
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HBL Income Fund

Notes to the financial statements
For the year ended June 30, 2018

3.1

3.2

3.2.1

recognised in the year in which the estimates are 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.

Areas involving a higher degree of judgement or complexity, or areas where estimates and assumptions are
significant to the financial statements as a whole are as follows:

(i) classification and valuation of financial assets (notes 4.2.1.1 and 4.2.1.4); and
(ii) impairment of financial assets (note 4.2.1.5)
NEW ACCOUNTING STANDARDS / AMENDMENTS AND IFRS INTERPRETATIONS

New accounting standards / amendments and IFRS interpretations that are effective for the year ended June 30,
2018

The following amendments are effective for the year ended June 30, 2018. These standards, interpretations and the
amendments are either not relevant to the Fund's operations or are not expected to have significant impact on the
Fund's financial statements other than certain additional disclosures.

Effective from accounting
period beginning on or after:

Amendments to IAS 7 'Statement of Cash Flows' January 01, 2017
- Amendments as a result of the disclosure initiative

Amendments to IAS 12 'Income Taxes' January 01, 2017
- Recognition of deferred tax assets for unrealised losses

Certain annual improvements have also been made to a number of
IFRSs, which are also not relevant to the Fund.

New accounting standards / amendments and IFRS interpretations that are not yet effective
The following standards, amendments and interpretations are only effective for accounting periods, beginning on
or after the date mentioned against each of them. These standards, interpretations and the amendments (except
IFRS 9 'Financial Instruments') are either not relevant to the Fund's operations or are not expected to have
significant impact on the Fund's financial statements other than certain additional disclosures.

Effective from accounting
period beginning on or after:

IFRS 15 'Revenue from contracts with customers' - This standard will
supersede IAS 18, IAS 11, IFRIC 13, 15 and 18 and SIC 31 upon its effective date.  July 01, 2018

IFRS 16 'Leases' - This standard will supersede

IAS 17 'Leases' upon its effective date. January 01, 2019
Amendments to IFRS 2 'Share-based Payment' - Clarification on

the classification and measurement of share-based payment transactions January 01, 2018
IFRS 9 'Financial Instruments' July 01, 2018

Amendments to IFRS 9 'Financial Instruments' - Amendments
regarding prepayment features with negative compensation
and modifications of financial liabilities January 01, 2019
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HBL Income Fund

Notes to the financial statements

For the year ended June 30, 2018

Effective from accounting
period beginning on or after:

IFRS 4 'Insurance Contracts': Amendments An entity choosing to apply the overlay approach

regarding the interaction of IFRS 4 and IFRS 9. retrospectively to qualifying financial assets does
so when it first applies IFRS 9. An entity choosing
to apply the deferral approach does so for annual
periods beginning on or after 1 January 2018

Amendments to IFRS 10 'Consolidated Financial Effective from accounting period beginning on or
Statements' and IAS 28 'Investments in Associates after a date to be determined. Earlier application
and Joint Ventures' - Sale or contribution of assets is permitted.

between an investor and its associate or joint

venture

Effective from accounting
period beginning on or after:

Amendments to IAS 28 'Investments in Associates and Joint Ventures'
- Amendments regarding long-term interests in associates and joint ventures January 01, 2019

Amendments to IAS 19 'Employee Benefits' - Plan Amendment,
Curtailment or Settlement January 01, 2019

Amendments to IAS 40 'Investment Property': Clarification on
transfers of property to or from investment property January 01, 2018

IFRIC 22 'Foreign Currency Transactions and Advance Consideration':

Provides guidance on transactions where consideration against

non-monetary prepaid asset / deferred income is denominated in

foreign currency January 01, 2018

IFRIC 23 'Uncertainty over Income Tax Treatments":

Clarifies the accounting treatment in relation to determination

of taxable profit (tax loss), tax bases, unused tax losses, unused tax

credits and tax rates, when there is uncertainty over income tax treatments

under IAS 12 'Income Taxes' January 01, 2019

Certain annual improvements have also been made to a number of IFRSs. Which are also not expected to have
material impact on financial reporting of the Fund.

3.2.2 IFRS 9 'Financial Instruments' Impact Assessment

3.2.2.1 IFRS 9 'Financial Instruments' was issued on July 24, 2017. This standard is adopted locally by the Securities and
Exchange Commission of Pakistan and is effective from accounting periods beginning on or after July 1, 2018.

Key requirements of IFRS 9 are as follows;
Classification and measurement of financial assets

- All recognized financial assets that are within the scope of IFRS9 are required to be subsequently measured at
amortised cost or fair value.

- Debt investments that are held within a business model whose objective is to collect the contractual cash flows,
and that have contractual cash flows that are solely payments of principal and interest on the principal
outstanding are generally measured at amortised cost at the end of subsequent accounting periods.

- Debt instruments that are held within a business model whose objective is achieved both by collecting
contractual cash flows and selling financial assets, and that have contractual terms that give rise on specified
dates to cash flows that are solely payments of principal and interest on the principal amount outstanding are
generally measured at fair value through other comprehensive income "FVTOCI".

- All other debt investments and equity investments are measured at their fair value at the end of subsequent
accounting periods.
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- In addition, under IFRS 9, entities may make an irrevocable election to present subsequent changes in the fair
value of an equity investment (that is not held for trading nor contingent consideration recognized by an
acquirer in a business combination) in other comprehensive income, with only dividend income generally
recognized in profit or loss.

Classification and measurement of financial liabilities

With regard to the measurement of financial liabilities designated as at fair value through profit or loss, IFRS 9
requires as follows;

- The amount of change in the fair value of a financial liability that is attributable to changes in the credit risk of
that liability is presented in other comprehensive income, unless the recognition of such changes in other
comprehensive income would create or enlarge an accounting mismatch in profit or loss.

- Changes in fair value attributable to a financial liability's credit risk are not subsequently reclassified to profit or
loss. Under IAS 39, the entire amount of the change in the fair value of the financial liability designated as fair
value through profit or loss is presented in profit or loss.

Impairment of financial assets

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

SECP through its SCD/AMCW/RS/MUFAP/2017-148 dated November 21, 2017 have deferred the applicability of
above provision requirements in relation to debt securities for mutual funds.

3.2.2.2 Impact assessment

Based on the analysis of Fund's financial assets and liabilities as at June 30, 2018 considering facts and
circumstances that exists at that date, the Management Company have assessed the impact of IFRS 9 to the Fund's
financial statements as follows;

Term finance certificates and equity securities (ready buy future sale transactions) classified as financial assets at
fair value through profit or loss - held for trading qualify for designation as measured at fair value through profit or
loss upon application of IFRS 9.

Financial assets classified as loans and receivables are held with a business model whose objective is to collect the
contractual cash flows that are solely payments of principal and interest on the principle outstanding. These
financial assets will qualify for designation as measured at amortised cost and will continue to be subsequently
measured at amortised cost upon application of IFRS 9.

Term finance certificates classified as financial assets at 'available-for-sale' are to be measured at fair value through
profit or loss upon application of IFRS 9 with value changes to be recognised in profit or loss instead of other
comprehensive income. The change in fair value attributed to these financial assets amounting to Rs. 11.385 million
during the current year would be recognised in income statement under IFRS 9.

Other financial assets and financial liabilities at amortised cost will continue to be subsequently measured at
amortised cost upon application of IFRS 9.

3.23 Other than the aforesaid standards, interpretations and amendments, the International Accounting Standards
Board (IASB) has also issued the following standards which have not been adopted locally by the Securities and
Exchange Commission of Pakistan:

- IFRS 1 — First Time Adoption of International Financial Reporting Standards

- IFRS 14 — Regulatory Deferral Accounts
- IFRS 17 — Insurance Contracts
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4.1

4.2

4.2.1

4.2.1.1

4.2.1.2

4.2.1.3

Change in policy in relation to preparation of income statement and statement of comprehensive income

International Accounting Standard (IAS) 1 Presentation of Financial Statements allows an entity to prepare either
two performance statements i.e. income statement and statement of comprehensive income, or one performance
statement only i.e. income statement and statement of comprehensive income (showing both items of income or
loss for the period and items of other comprehensive income). The Fund, with effect from July 01, 2017, has
changed its policy with regard to preparation of income statement and other comprehensive income and opted to
prepare two separate performance statements i.e. "income statement" and "statement of comprehensive income"
showing separately both income or loss for the year and items of other comprehensive income in separate
statements.

This change has no impact on the items of income or loss or other comprehensive income recognized in prior year
except that items of other comprehensive income previously presented under "statement of income statement and

other comprehensive income" in single statement are now presented within "income statement" and "statement
of comprehensive income" separately.

SIGNIFICANT ACCOUNTING POLICIES

Cash and cash equivalents

Cash and cash equivalents comprise balances with banks and short-term highly liquid investments with original
maturities of three months or less. Cash and cash equivalents are carried in the statement of assets and liabilities
at cost.

Financial instruments

Financial assets

Classification

The management determines the appropriate classification of its financial assets in accordance with the
requirements of International Accounting Standard 39 (IAS 39), "Financial Instruments: Recognition and
Measurement" at the time of purchase of financial assets and re-evaluates this classification on a regular basis. The
classification depends upon the purpose for which the financial assets are acquired. The financial assets of the Fund
are currently categorised as follows:

a) Investments at fair value through profit or loss - held-for-trading

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

b) Loans and receivables

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

c) Available for sale
These are those non-derivative financial assets that are designated as available for sale or are not classified as
(a) loans and receivables (b) held-to-maturity investments, or (c) financial assets at fair value through profit or
loss. These are intended to be held for an indefinite period of time which may be sold in response to the needs
for liquidity or change in price.

Regular way contracts

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

Initial recognition and measurement
All financial assets are initially recognised at cost, being the fair value of the consideration given including the

transaction cost associated with the acquisition, except in case of "financial assets at fair value through profit or
loss", in which case the transaction costs are charged to 'income statement'.
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4.2.14

4.2.1.5

Subsequent measurement
a) Financial assets classified as 'fair value through profit or loss - held-for-trading'

Subsequent to initial measurement, financial assets classified as 'fair value through profit or loss -
held-for-trading' are valued as follows:

Basis of valuation of equity securities (ready buy future sale transactions)

The investment of the Fund in equity securities is valued using quoted market prices obtained from Pakistan
Stock Exchange Limited at each reporting date.

Net gains and losses arising from changes in fair value of 'fair value through profit or loss - held-for-trading'
financial assets are recognised under operating income in the 'Income statement'.

Basis of valuation of term finance certificates

The investment of the funds in term finance certificates are valued on the basis of market prices published by
MUFAP in accordance with circular no. 33 of 2012 issued by Securities & Exchange Commission of Pakistan.

Net gains and losses arising from changes in fair value of 'fair value through profit or loss - held-for-trading'
financial assets are recognised under operating income in the 'Income statement'.

b) Loans and receivables

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

Gains or losses are also recognised in the 'income statement' when financial assets carried at amortised cost are
derecognised or impaired.

c) Available for sale
Subsequent to initial measurement, financial assets classified as 'available for sale' are valued as follows:
Basis of valuation of government securities

The investment of the Fund in government securities is valued on the basis of PKRV rates published by Reuters
in accordance with Circular no. 33 of 2012 issued by Securities & Exchange Commission of Pakistan, whereas
those in term finance certificates are valued on the basis of market prices published by MUFAP in accordance
with circular no. 33 of 2012 issued by Securities & Exchange Commission of Pakistan.

Net gains and losses arising from changes in fair value of 'available for sale' financial assets are recognised as
'other comprehensive income' in the Statement of Comprehensive Income until these are derecognised or
impaired. At this time, the cumulative gain or loss previously recognised as 'other comprehensive income' is
transferred to income before taxation as capital gain / (loss).

Basis of valuation of term finance certificates

The investment of the funds in term finance certificates are valued on the basis of market prices published by
MUFAP in accordance with circular no. 33 of 2012 issued by Securities & Exchange Commission of Pakistan.

Impairment

The Management Company assesses at each reporting date whether there is objective evidence that the Fund’s
financial assets or a group of financial assets are impaired. If any such indication exists, the recoverable amount of
such assets is estimated. An impairment loss is recognised whenever the carrying value of an asset exceeds its
recoverable amount.

For financial assets classified as 'loans and receivables', a provision for impairment is established when there is
objective evidence that the Fund will not be able to collect all amounts due according to the original terms. The
provision against these amounts is made as per the provisioning policy duly formulated and approved by the Board
of Directors of the Management Company in accordance with the requirements of the SECP.
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4.2.1.6

4.2.2

4.2.3

4.3

4.4

4.5

4.6

4.7

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.

Financial liabilities

All financial liabilities are recognised at the time when the Fund becomes a party to the contractual provisions of
the instrument. These are initially recognised at fair value and subsequently stated at amortised cost.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expired.
Offsetting of financial assets and 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 amount of obligation can be made. Provisions are regularly reviewed and adjusted to
reflect the current best estimate.

Taxation

The income of the Fund is exempt from income tax under clause 99 of Part | of the Second Schedule to the Income
Tax Ordinance, 2001 subject to the condition that not less than ninety percent of its accounting income for the year,
as reduced by capital gains, whether realised or unrealised, is distributed in cash to the unit holders.

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

The Fund does not account for deferred tax in these financial statements as the Fund intends to continue availing
the tax exemption in future years by distributing in cash at least ninety percent of its accounting income for the year
as reduced by capital gains, whether realised or unrealised, to its unit holders.

Proposed distributions

Distributions declared subsequent to the reporting date are considered as non-adjusting events and are recognised
in the financial statements in the period in which such distributions are declared.

Issue and redemption of units

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

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

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

The Fund has followed the requirements of SRO 756 (I) 2017 dated August 3, 2017 read with NBFC regulations,
2008 in the preparation of these financial statements as follows:

- element of income has been determined as the difference between net assets value on the issuance or
redemption date, as the case maybe, of units and the net asset value at the beginning of the accounting period;
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- presented distributable income in statement of movement In unitholders’ fund ; and

- presented allocation of net income available for distribution relating to capital gains and excluding capital gains
in statement of movement In unitholders’ fund

Amendment in the NBFC Regulations in the current year

The Securities and Exchange Commission of Pakistan through its SRO 756(1)/2017 dated August 3, 2017 has made
certain amendments in the NBFC Regulations. The notification includes a definition and explanation relating to
"element of income" and excludes the element of income from the expression "accounting income" as described
in Regulation 63 (amount distributable to unit holders) of the NBFC Regulations. As per the notification, element of
income represents the difference between net assets 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 revised regulations also specify that element of income is a transaction of capital nature and the receipt and
payment of element of income shall be 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 will be refunded on units in the same proportion as dividend bears to accounting income
available for distribution. Furthermore, the revised regulations also require certain additional disclosures with
respect to 'Income Statement' and 'Statement of Movement in Unit Holders' Fund', whereas disclosure with
respect to 'Distribution Statement' has been deleted in the revised regulations.

Previously, an equalisation account called the 'element of income / (loss) and capital gains / (losses) included in
prices of units issued less those in units redeemed' was created, in order to prevent the dilution of per unit income
and distribution of income already paid out on redemption. The net element of income / (loss) and capital gains /
(losses) relating to units issued and redeemed during the accounting period which pertained to unrealised
appreciation / (diminution) held in the Unit Holder's Fund was recorded in a separate account and any amount
remaining in this reserve account at the end of the accounting period (whether gain or loss) was included in the
amount available for distribution to the unitholders. The remaining portion of the net element of income / (loss)
and capital gains / (losses) relating to units issued and redeemed during an accounting period was recognised in the
Income Statement.

As required by IAS 8: 'Accounting Policies, Changes in Accounting Estimates and Errors', a change in accounting
policy requires retrospective application as if that policy had always been applied. However, the Management
Company has applied the above changes in accounting policy, including the additional disclosures requirements in
the 'Income Statement' and 'Statement of Movement in Unit Holders' Fund', prospectively from July 1, 2017 as
required by SECP vide its email dated February 8, 2017. Accordingly, corresponding figures have not been restated.
The ‘Distribution Statement’ for the comparative period has not been presented as it has been deleted as a result
of the amendments made in the NBFC Regulations the aforementioned SRO issued by the SECP.

Had the element of income been recognised as per the previous accounting policy, the income of the Fund would
have been lower by Rs 58.67 million. However, the change in accounting policy does not have any impact on the
'Cash flow Statement’, the 'net assets attributable to the unit holders' and 'net asset value per unit' as shown in the
'Statement of Assets and Liabilities' and 'Statement of Movement in Unit Holders' Fund'. The change has resulted
in inclusion of certain additional disclosures / new presentation requirements in the 'Income Statement' and
'Statement of Movement in Unit Holders' Fund which have been incorporated in these statements.

4.8 Net assets 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 asset of the Fund by the number of units in issue at the year end.

4.9 Revenue recognition

- Realised capital gains / (losses) arising on sale of investments are included operating income in the 'income
statement' on the date at which the transaction takes place.

- Mark-up / return on Government securities, bank profits and investment in debt securities are recognized on a
time apportionment basis using the effective interest method.

- Unrealised gains / (losses) arising on re-measurement of investments classified as 'financial assets at fair value
through profit or loss' are included in the income statement. Unrealised gains / (losses) arising on
re-measurement of investments classified as available-for-sale (AFS) are included in the Statement of
comprehensive income in the year in which they arise.
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- Dividend income from equity securities is recognised when right to receive dividend is established.
4.10 Expenses

All expenses including NAV based expenses (namely management fee, trustee fee and annual fee payable to the
SECP) are recognised as expenses in the 'income statement and other comprehensive income' on a time
apportionment basis using the effective interest method.

411 Derivatives

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 and
other comprehensive income. Derivatives with positive fair values (unrealised gains) are included in other assets
and derivatives with negative fair values (unrealised losses) are included in other liabilities in the statement of
assets and liabilities.

2018 2017
Note ~  --—--—-- (Rupees in '000)----------
5. BANK BALANCES
Balances with bank in:
- Saving accounts 5.1 1,032,036 881,829
Term deposit receipt (TDR) 5.2 210,000 -
1,242,036 881,829
5.1 This represents bank accounts held with different banks. Mark-up rates on these accounts range between 4.10% -
7.50% per annum.
5.2 This represents term deposit receipt which will mature on September 27, 2018 and carries profit at 8.60% (June 30,
2017: 6.8% to 8.00%) per annum.
2018 2017
Note = ------mme- (Rupees in '000)----------
6. INVESTMENTS
Available for sale
- Term finance certificates - listed 6.1.1 - 301,041
- Term finance certificates and sukuk bonds - unlisted 6.1.2 336,779 1,170,083
Fair value through profit or loss - held-for-trading
- Term finance certificates - listed 6.2.1 391,551 -
- Term finance certificates and sukuk bonds - unlisted 6.2.2 421,570 -
- Government securities 6.3 - -
- Investment in ready / future - spread transaction 6.4 71,706 222,649
Loans and receivables
- Term deposit receipt (TDR) - 890,000
- Commercial paper 6.5 - 135,104
1,221,606 2,718,877
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6.1 Available for sale investments
All Term Finance Certificates and Sukuk bonds have a face value of Rs. 5,000 each unless stated otherwise.

6.1.1 Term Finance Certificates - Listed

Market value as a

Number of certificates Market
lue / percentage of
Name of the Sales] value ;
Investee Company As at Purchases ales Asat  Carryingvalue
. Matured as at Total Net
July 1, during during the June 30, Investments Assets
2017 the year & 2018 June 30,
year 2018
--------------------------- (Rupees in '000) --------===nmmmmeenemnaane
Financial Services
Saudi Pak Leasing Company
Limited - note 6.1.3 * 2,000 - - 2,000 - - -
2,000 - - 2,000 - - -
Technology and Communication
Worldcall Telecom Limited -
note 6.1.4 * 23,750 - - 23,750 - - -
23,750 - - 23,750 - - -
Commercial Banks
MCB Bank Limited
(Formerly NIB Bank Limited) 43,200 - 43,200 - - - -
43,200 - 43,200 - - - -
Fertilizer
Fatima Fertilizer Company Limited 17,517 - 17,517 - - - -
17,517 - 17,517 - - - -
Total 86,467 - 60,717 25,750 - - -
As at June 30, 2017 25,750 67,717 7,000 86,467 301,041 11.07% 6.70%
Cost of investments as at June 30, 2018 53,317
Cost of investments as at June 30, 2017 297,365

* In case of debt securities against which a provision has been made, these are carried at amortised cost less provision. For non-performing
securities, market value / valuation by MUFAP is not available.

6.1.2 Term Finance Certificates and Sukuk bonds - Unlisted

Market value as a

Number of certificates Market ercentage of
Name of the v?lue / . P ¢
Investee Company As at Purchases Sales / Asat  Carryingvalue
. Matured as at Total Net
July 1, during . June 30,
2017 the year during the 2018 June30, Investments  Assets
year 2018

Commercial Banks

JS Bank Limited (note 6.2.3) 46,000 - 37,550 8,450 42,181 3.45% 1.72%
Habib Bank Limited 2,710 - 2,710 - - - -
Bank of Punjab ** 2,400 - 1,000 1,400 139,846 11.45% 5.69%
Bank Al Habib Limited 22,280 - 22,280 - - - -
73,390 - 63,540 9,850 182,027 14.90% 7.41%
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Market value as a

Number of certificates Market
lue / percentage of
Name of the Sales] value .
Investee Company As at Purchases ales Asat  Carryingvalue
. Matured as at Total Net
July 1, during during the June 30, June30, Investments Assets
2017 the year & 2018 une 39,
year 2018
--------------------------- (Rupees in '000) ---------===nnmmmmemmnmeans
Chemicals
Ghani Gases Limited ** 1,200 - 1,000 200 15,992 1.31% 0.65%
Agritech Limited - note 6.1.7 * 2,000 - - 2,000 - - -
3,200 - 1,000 2,200 15,992 1.31% 0.65%
Multiutlities
WAPDA TFC 60,200 - 5,040 55,160 138,760 11.36% 5.65%
60,200 - 5,040 55,160 138,760 11.36% 5.65%
Others
New Allied Electronic Industries
(Private) Limited note 6.1.5* 9,000 - - 9,000 - - -
New Allied Electronic Industries
(Private) Limited - Sukuk note 6.1.5* 9,000 - - 9,000 - - -
18,000 - - 18,000 - - -
Total 154,790 - 69,580 85,210 336,779 27.57% 13.71%
As at June 30, 2017 164,000 94,830 104,040 154,790 1,170,083 43.04% 26.06%
Cost of investments as at June 30, 2018 408,720
Cost of investments as at June 30, 2017 1,287,632

*In case of debt securities against which a provision has been made, these are carried at amortised cost less provision. For non-performing
securities market value / valuation by MUFAP is not available.

**These TFCs have face value of Rs. 100,000 per TFC.

6.1.3 Saudi Pak Leasing Company Limited defaulted towards payment falling due in September 2010. Accordingly, the
exposure was classified as non-performing and provision was recognised in accordance with the SECP's
provisioning guidelines.

Subsequently, on the request of the Issuer, TFC holders approved the restructuring of the facility by extending
repayment period from 5 years to 9 years and by reducing mark-up rate to 6% for 24 months from restructuring
date and 8% for next 24 months and thereafter fixing the mark-up rate at 1 month KIBOR. Further, half of the
accrued mark-up is to be paid in cash and the balance is being deferred.

The Issuer defaulted again in the payment of principal and mark-up due on September 13, 2011. In accordance
with the requirements of Circular No. 33 of 2012 dated October 24, 2012 issued by the Securities Exchange
Commission of Pakistan (SECP), the exposure has been classified as non-performing and no further mark-up is being
accrued after classification as non performing exposure. A provision of Rs. 5.550 million equivalent to 100% of the
amount outstanding has been made.

6.1.4 Worldcall Telecom Limited TFC's were classified by MUFAP as non-performing on November 8, 2012 after default of
instalment due on October 7, 2012 (earlier default on April 7, 2012) for the second time. A restructuring agreement
was signed on December 26, 2012. The restructuring included the extension of repayment period by 2 years,
deferral of principal instalments till October 7, 2014 and payment of regular mark-up during the restructuring
period. In accordance with Circular No. 33 of 2012 dated October 24, 2012, a provision of Rs. 47.767 million
equivalent to 100% of the amount outstanding has been made.
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6.1.5 These represent investments in privately placed Term Finance Certificates and Sukuk bonds of the investee
company. These investments have been fully provided.

6.1.6 The Term Finance Certificates and Sukuk bonds held by the Fund are generally secured against hypothecation of
stocks and receivables and mortgage / pledge of fixed assets of the issuer.

6.1.7 Installment amounting to Rs. 1.998 million became due for payment of the following TFCs / sukuks and are
reflected in note 8.

Agritech Limited 1,998 1,998
1,998 1,998
6.1.8 Significant terms and conditions of Term Finance Certificates and Sukuk bonds outstanding as at June 30, 2018 are
as follows:
Remaining
. principal Mark-up rate Issue Maturity
Name of security (per TFC) in (per annum) date date
Rupees
Term Finance Certificates - Listed
Saudi Pak Leasing Company Limited 2,775 6 Month KIBOR + 1.50% 13-Mar-08 13-Mar-13
World Call Telecom Limited 2,011 6 Month KIBOR + 1.60% 07-Oct-08 07-Oct-13
Term Finance Certificates and Sukuk
bonds - Unlisted
Agritech Limited 3,997 6 Month KIBOR + 1.75% 29-Nov-07 29-Nov-14
WAPDA - TFC 2,500 6 Month KIBOR + 1% 27-Sep-13 27-Sep-21
Ghani Gases Limited 79,167 3 Month KIBOR + 1% 02-Feb-17 02-Feb-23
JS Bank Limited 4,997 6 Month KIBOR + 1.40% 14-Dec-16 16-Dec-23
Bank of Punjab 99,940 6 Month KIBOR + 1% 23-Feb-16 23-Feb-26
6.2 Fair value through profit or loss - Held for trading

All Term Finance Certificates and Sukuk bonds have a face value of Rs. 5,000 each unless stated otherwise.

6.2.1 Term finance certificates - Listed
Number of certificates Market Market value as a
lue / percentage of
Name of the Sales] value .
Investee Company As at Purchases ales Asat  Carryingvalue
. Matured as at Total Net
July 1, during during the June 30, Investments Assets
2017 the year & 2018 lune 30,
year 2018
--------------------------- (Rupees in '000) ---------==nmemmeemenmaane
Commercial Banks
Bank Al Falah - 24,075 24,075 - - - -
Soneri Bank Limited - 31,100 4,000 27,100 136,041 11.14% 5.54%
MCB Bank Limited - 5,000 5,000 - - - -
- 60,175 33,075 27,100 136,041 11.14% 5.54%
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Market value as a

Number of certificates Market
percentage of
Name of the Sales] v?lue/ ;
Investee Company As at Purchases ales Asat  Carrying value
. Matured as at Total Net
July 1, during during the June 30, 30 Investments Assets
2017 the year g 2018 June 30,
year 2018
--------------------------- (Rupees in '000) ----------------mz=-----=-
Chemicals
Dawood Hercules Chemical Limited
(note 6.2.3) * - 3,550 1,000 2,550 255,510 20.92% 10.40%
- 3,550 1,000 2,550 255,510 20.92% 10.40%
Total - 63,725 34,075 29,650 391,551 32.06% 15.94%
As at June 30, 2017 - - - - - - -
Cost of investments as at June 30, 2018 390,549
Cost of investments as at June 30, 2017 -
* These TFCs have face value of Rs. 100,000 per TFC.
6.2.2 Term finance certificates and sukuk bonds - Unlisted
Commercial Banks
Bank of Punjab * - 650 - 650 64,929 5.32% 2.64%
1S Bank Limited (note 6.2.3) - 21,150 18,000 3,150 15,725 1.29% 0.64%
JS Bank Limited - Sukuk (note 6.2.3)* - 2,000 - 2,000 199,960 16.37% 8.14%
Habib Bank Limited - 1,250 1,250 - - - -
Bank Al Habib limited - 37,988 37,988 - - - -
Askari Bank Limited - 10,000 10,000 - - - -
- 73,038 67,238 5,800 280,614 22.98% 11.42%
Investment Companies
Jahangir Siddiqui & Company Limited - 18,000 - 18,000 90,863 7.44% 3.70%
- 18,000 - 18,000 90,863 7.44% 3.70%
Technology and communication
TPL Corporation Limited * - 500 - 500 50,093 4.10% 2.04%
- 500 - 500 50,093 4.10% 2.04%
Total - 91,538 67,238 24,300 421,570 34.52% 17.16%
As at June 30, 2017 - - - - - - -
Cost of investments as at June 30, 2018 420,562
Cost of investments as at June 30, 2017 -
* These TFCs have face value of Rs. 100,000 per TFC.
6.2.3 Details of non-compliant investments with the investment limit specified by Regulation 55 sub regulation 5 of the NBFC
Regulations
Value of Provision Value of
Name of Non-Complaint Investment Type of Investment held Investment % of Net % of Gross
Investment before . after Assets Assets
. (if any) .
Provision Provision
---------------------- (Rupees in '000)---------=---------
Dawood Hercules Corporation Limited (note 6.2.4) Sukuk 255,510 - 255,510 10.40% 9.99%
JS Bank Limited (note 6.2.4) TFC 257,866 - 257,866 10.50% 10.08%
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6.2.4 The exposure limit in a single entity as a percentage of net assets exceeded by 0.4% and 0.5% against the prescribed
limit of 10% of the total net assets as required under the NBFC Regulations. The disclosure for breach of exposure
limit is made as required by the circular no. 16 of 2010 dated July 07, 2010 by SECP. Exposure limit exceeded the
prescribed limit of 10% due to reduction of fund size, subsequent to the purchase of investment.

6.2.5 Significant terms and conditions of Term Finance Certificates Sukuk bonds outstanding as at June 30, 2018 are as
follows:
Remaining
N . it prmcmal_ Mark-up rate Issue Maturity
ame ot securtty (per TFC) in (per annum) date date
Rupees
Term Finance Certificates - Listed
Soneri Bank Limited 4,995 6 Month KIBOR + 1.35% 08-Jul-15 08-Jul-23
Dawood Hercules Chemical Limited 100,000 3 Month KIBOR + 1% 16-Nov-17 16-Nov-22
Term Finance Certificates and Sukuk
bonds - Unlisted
Bank of Punjab 99,940 6 Month KIBOR + 1% 23-Feb-16 23-Feb-26
JS Bank Limited 4,997 6 Month KIBOR + 1.40% 14-Dec-16 16-Dec-23
JS Bank Limited - Sukuk 99,980 6 Month KIBOR + 1.40% 29-Dec-17 29-Dec-24
Jahangir Siddiqui & Company Limited 5,000 6 Month KIBOR + 1.40% 06-Mar-18 06-Mar-23
TPL Corporation Limited 100,000 3 Month KIBOR + 1.50% 19-Dec-17 19-Dec-19
6.3 Investment in Government Securities - Held-for-trading
Market value as a
Face value
percentage of
Sales/ Market
As at Purchases ales As at Value as at
. Matured Total Net
Issue Date Tenure July 1, during during the June 30, June 30, Investments Assets
2017 the year & 2018 2018
year
--------------------------- (Rupees in '000) --------===-=smmmmmmeeeaan
Treasury bill
August 3, 2017 6 months - 250,000 250,000 - - - -
October 26, 2017 3 months - 750,000 750,000 - - - -
November 9, 2017 3 months - 250,000 250,000 - - - -
November 23, 2017 3 months - 1,800,000 1,800,000 - - - -
December 7, 2017 3 months - 250,000 250,000 - - - -
January 4, 2018 3 months - 1,415,000 1,415,000 - - - -
January 11, 2018 3 months - 400,000 400,000 - - - -
February 1, 2018 3 months - 1,925,000 1,925,000 - - - -
February 15,2018 3 months - 2,750,000 2,750,000 - - - -
February 26, 2018 3 months - 450,000 450,000 - - - -
March 1, 2018 3 months - 500,000 500,000 - - - -
April 12,2018 3 months - 300,000 300,000 - - - -
June 7,2018 3 months - 600,000 600,000 - - - -
Total - as at June 30, 2018 - 11,640,000 11,640,000 - - - -
Total - as at June 30, 2017 1,239,500 3,600,000 4,839,500 - - - -
Government of Pakistan ljara 3 Years - 500,000 500,000 - - - -
Total - as at June 30, 2018 - 500,000 500,000 - - - -

Total - as at June 30, 2017 - - - - - B B
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Market value as a

Issue Date Tenure Face value
percentage of
Sales Market
As at Purchases ales As at Value as at
. Matured Total Net
July 1, during during the June 30, June 30, Investments Assets
2017 the year g 2018 2018
year
--------------------------- (Rupees in '000) ---------=-====nnnnmmmmmmnn
Pakistan Investment Bonds
July 19, 2012 10 Years - 50,000 50,000 - - - -
April 21,2016 5 Years - 50,000 50,000 - - - -
Total - as at June 30, 2018 - 100,000 100,000 - - - -
Total - as at June 30, 2017 1,085,000 7,325,000 8,410,000 - - - -
Grand total - 12,240,000 12,240,000 - - - -
As at June 30, 2017 2,324,500 10,925,000 13,249,500 - - - -
6.4 Quoted equity securities (spread transactions)
6.4.1 Listed equity securities
All equity shares have a par value of Rs. 10 each.
Number Carrying Market Unrealised Paid up value
of shares cost value as at appreciation/ Market Market of shares held
June 30, (diminution) on valueasa valueasa asa percentage
2018 re-measurement percentage percentage  of total paid
Name of the Investee Company .
As at of total of net up capital
June3o, (Rupees in '000) --------------- investments assets of the Investee
2018 ’ Company
Cement
Fauji Cement Company Limited 1,400,000 32,432 32,588 156 2.67% 1.33% 0.10%
32,432 32,588 156 2.67% 1.33% 0.10%
Cable & electrical goods
Pak Elektron Limited 798,500 28,215 28,350 135 2.32% 1.15% 0.16%
28,215 28,350 135 2.32% 1.15% 0.16%
Power generation & distribution
K-Electric Limited (Par value of Rs 3.5 1,990,000 10,717 10,768 51 0.88% 0.44% 0.01%
per share) 10,717 10,768 51 0.88% 0.44% 0.01%
As at June 30, 2018 71,364 71,706 342 5.87% 2.92% 0.27%
As at June 30, 2017 222,661 222,649 (12) 8.19% 4.96% 0.37%
6.4.2 The investment in equity securities represents spread transactions entered into by the Fund. The Fund purchases

equity securities in ready settlement market and sells the securities in future settlement market on the same day,
resulting in spread income due to difference in ready and future stock prices.

6.4.3 This includes unrealised mark-to-market gain on ready-buy-future sale transactions amounting to Rs. 0.098 million
(June 30, 2017: Rs.1.838 million).
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6.5 This represent commercial papers which were sold during the year and carried profit range from 7.46% to 7.91%
(June 30, 2017: 6.80% to 8.00%) per annum.
2018 2017
Note = (Rupees in '000)----------
6.6 Net unrealised (loss) / gain on re-measurement of
investments classified as available for sale
Market value of investments 6.1.1,6.1.2 336,779 1,471,124
Cost of investments 6.1.1,6.1.2 462,037 1,584,997
Provision against non-performing TFCs and Sukuks 6.8 (124,486) (124,486)
337,551 1,460,511
(772) 10,613
6.7 Net unrealized gain on re-measurement of investments carried at
fair value through profit or loss - held-for-trading
Market Value of investments 6.2.1,6.2.2,6.4 884,827 222,649
Cost of investments 6.2.1,6.2.2,6.4 (882,475) (222,661)
Unrealised gain / (loss) on revaluation of investments carried at 2,352 (12)
fair value through profit or loss - held-for-trading - net
6.8 Movement in provision against investments
Opening balance 126,484 126,484
Add: Charge for the year - -
Less: Reversals / write-offs - -
Net charge - -
Closing balance 126,484 126,484
Classified under investments 124,486 124,486
Classified under other receivables -
overdue installments of term finance certificates 1,998 1,998
126,484 126,484
7. ACCRUED MARK-UP
Mark-up accrued on savings accounts 8,212 11,185
Mark-up / return accrued on term finance
certificates and sukuk bonds 7.1 13,286 25,844
Mark-up accrued on placements 198 6,376
21,696 43,405
7.1 This includes Rs 2.381 million receivable from company under common directorship.
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2018 2017
Note = - (Rupees in '000)----------
8. ADVANCES, DEPOSITS, PREPAYMENTS AND OTHER RECEIVABLES
Security deposit with National Clearing Company
of Pakistan Limited 46,831 183,843
Security deposit with Central Depository Company
of Pakistan Limited 100 100
Receivable against investments of term finance
certificates and sukuk bonds 6.1.7 1,998 1,998
Advance Tax 645 645
Dividend receivables - 3,466
Prepaid expenses 265 -
49,839 190,052
Less: Provision against overdue instalments of
Term finance certificates and Sukuk bonds 6.1.7 1,998 1,998
47,841 188,054
9. This represents receivables against sale of shares in future market.
10. PAYABLE TO MANAGEMENT COMPANY
Management fee 10.1 3,125 6,413
Sindh Sales Tax 10.2 408 960
Allocation of expenses related to registrar services,
accounting, operation and valuation services 10.3 249 436
Sales load payable 617 526
4,399 8,335
10.1 Under the provisions of the Non-Banking Finance Companies & Notified Entities Regulations 2008, the

Management Company of the Fund is entitled to a remuneration during the first five years of the Fund, of an
amount not exceeding 3% of the average annual net assets of the Fund and thereafter of an amount equal to 2%
of such assets of the Fund. The Management Company has charged its remuneration at the rate of one and a half
percent per annum for the current year. Effective from January 15, 2018 the rate of the fee is revised through
ammendment in the Offering document of the Scheme at twelve and a half percentage of the gross earnings of the
scheme, calculated on a daily basis subject to a cap of 1.25% and a floor of 1.5% of the average daily net assets. The
fee is payable monthly in arrears.

10.2 The Sindh Provincial Government has levied Sindh Sales Tax (SST) at the rate of 13 percent (2017: 13 percent) on
the remuneration of management company through Sindh Sales Tax on Services Act, 2011.

10.3 Securities and Exchange Commission of Pakistan through its SRO 1160(1)/2016 dated November 25, 2015 has
revised the Non-Banking Finance Companies and Notified Entities Regulation, 2008. In the revised regulations a
new clause 60(3)(s) has been introduced allowing the management company to charge "fees and expense related
to registrar services, accounting, operation and valuation services related to CIS maximum upto 0.1% of average
annual net assets of the Scheme or actual whichever is less" from the mutual funds managed by it.

2018 2017
Note ~ —-—-——-- (Rupees in '000)----------
11. PAYABLE TO TRUSTEE
Trustee's remuneration 11.1 282 440
CDS charges payable 30 -
Sindh Sales Tax 11.2 37 58
349 498
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11.1 The Trustee is entitled to a monthly remuneration for services rendered to the Fund under the provisions of the
Trust Deed as per the tariff specified there in, based on the daily Net Asset Value (NAV) of the Fund.

Based on the Trust Deed, the tariff structure applicable to the Fund as at June 30, 2018 is as follows:

Amount of Funds Under Management (Average NAV) Tariff per annum

Up to Rs. 1,000 million Rs. 0.6 million or 0.17% per annum of
NAV, whichever is higher

Exceeding Rs. 1,000 million upto Rs. 5,000 million Rs. 1.7 million plus 0.085% per annum of
NAYV, exceeding Rs. 1,000 million
Exceeding Rs. 5,000 million Rs. 5.1 million plus 0.07% per annum of
NAYV, exceeding Rs. 5,000 million

The remuneration is paid to the trustee monthly in arrears.

11.2 The Sindh Government had levied Sindh Sales Tax at the rate of 13% (2017: 13%) on the remuneration of the
Central Depository Company of Pakistan through Sindh Sales Tax on Services Act, 2011 effective from July 1, 2015.
2018 2017
Note = - (Rupees in '000)----------
12. PAYABLE TO SECURITIES AND EXCHANGE

COMMISSION OF PAKISTAN

Annual fee 12.1 2,742 4,291

12.1 Under the provisions of the Non Banking Finance Companies & Notified Entities Regulations, 2008, a collective
investment scheme categorised as income scheme is required to pay as annual fee to the SECP, an amount equal to
0.075% (2017: 0.075%) of the average annual net assets of the scheme. HBL Income Fund has been categorised as
an income scheme by the Management Company.

2018 2017
Note - (Rupees in '000)----------
13. ACCRUED EXPENSES AND OTHER LIABILITIES

Auditors' remuneration 328 330
Brokerage payable 573 -
Federal Excise Duty payable 13.1 27,578 27,578
Other payables 297 281
Capital gain tax payable 352 2,352
Withholding tax payable 41 14,279
Provision for Sindh Workers' Welfare Fund 13.2 21,255 17,449

50,424 62,269

13.1

As per the requirement of the Finance Act, 2013, Federal Excise Duty (FED) at the rate of 16% on the remuneration.
The Sindh Provincial Government has levied Sindh Sales Tax (SST) on the remuneration of the Management
Company and sales load through Sindh Sales Tax on Services Act 2011 effective from July 1, 2011. During the year
SST at the rate of 13 percent (2017: 13 percent) was charged on the remuneration of Fund Manager and sales load.

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 01, 2011. 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.

The Finance Act, 2016 excluded the mutual funds from the levy of FED with effect from July 01, 2016. therefore, no
provision is charged during the year ending June 30, 2017.

However, since the appeal is pending in Supreme Court of Pakistan, the Management Company, as a matter of
abundant caution, has made a provision on FED on remuneration of Management Company, aggregating to Rs.
27.578 million. Had the provision not been made, the Net Asset Value per unit as at June 30, 2018 would have been
higher by Rs. 1.249 (June 30, 2017: Rs. 0.6511) per unit.
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13.2 The Finance Act 2008 introduced an amendment to the Workers' Welfare Fund Ordinance, 1971 (WWF Ordinance).
As a result of this amendment it may be construed that all Collective Investment Schemes (CISs) / mutual funds
whose income exceeds Rs. 0.5 million in a tax year, have been brought within the scope of the WWF Ordinance,
thus rendering them liable to pay contribution to WWF at the rate of two percent of their accounting or taxable
income, whichever is higher. In this regard, a constitutional petition has been filed by certain CISs through their
trustees in the Honorable High Court of Sindh, challenging the applicability of WWF to the CISs, which is pending
adjudication.

The Finance Act 2015 incorporated an amendment in WWF Ordinance by excluding CIS from the definition of
Industrial Establishment, and consequently CIS are no more liable to pay contribution to WWF with effect from July
1, 2015.

Subsequently, the Ministry of Labor and Manpower (the Ministry) vide its letter dated July 15, 2010 clarified that
“Mutual Fund(s) is a product which is being managed / sold by the Asset Management Companies which are liable
to contribute towards Workers Welfare Fund under Section 4 of the WWF Ordinance. However, the income on
Mutual Fund(s), the product being sold, is exempted under the law ibid”.

Further, the Secretary (Income Tax Policy) Federal Board of Revenue (FBR) issued a letter dated October 6, 2010 to
the Members (Domestic Operation) North and South FBR. In the letter, reference was made to the clarification
issued by the Ministry stating that mutual funds are a product and their income are exempted under the law ibid.
The Secretary (Income Tax Policy) Federal Board of Revenue directed that the Ministry’s letter may be circulated
amongst field formations for necessary action. Following the issuance of FBR Letter, show cause notice which had
been issued by taxation office to certain mutual funds for payment of levy under WWF were withdrawn. However,
the Secretary (Income Tax Policy) Federal Board of Revenue vide letter January 4, 2011 has cancelled ab-initio
clarificatory letter dated October 6, 2010 on applicability of WWF on mutual funds and issued show cause notices
to certain mutual funds for collecting WWF. In respect of such show cause notices, certain mutual funds have been
granted stay by Honorable High Court of Sindh on the basis of the pending constitutional petition in the said court
as referred above.

During the year ended June 30, 2013, the Larger Bench of the Sindh High Court (SHC) issued a judgment in response
to a petition in another similar case in which it is held that the amendments introduced in the WWF Ordinance
through Finance Acts, 2006 and 2008 do not suffer from any constitutional or legal infirmity.

During the year ended June 30, 2014, the Honorable Peshawar High Court on a petition filed by certain aggrieved
parties (other than the mutual funds) have adjudicated that the amendments introduced in the Workers Welfare
Fund Ordinance, 1971 through the Finance Acts of 1996 and 2009 lacks the essential mandate to be introduced and
passed through the money bill under the Constitution of Pakistan and hence have been declared as ultra vires the
Constitution.

The Supreme Court of Pakistan (SCP) passed a judgment on November 10, 2016, deciding that amendments made
through the Finance Acts through which WWF was levied are unlawful, as such are not in nature of tax; therefore,
it could not be introduced through the money bill. However, the Federal Board of Revenue has filed a review
petition in the SCP against the said judgment, which is pending for hearing in the SCP.

Further, the Government of Sindh also introduced levy of the Sindh Workers’ Welfare Fund (SWWF) through the
Sindh Workers” Welfare Act, 2014. The Mutual Fund Association of Pakistan, in the previous years based on opinion
obtained from the tax consultants, concluded that SWWF is not applicable on mutual funds. MUFAP also wrote to
the Sindh Revenue Board (SRB) that mutual funds are not establishments and are pass through vehicles; therefore,
they do not have any worker and, as a result, no SWWF is payable by them. SRB responded back that as mutual
funds are included in definition of financial institutions in the Financial Institutions (Recovery of Finance)
Ordinance, 2001, and thus SWWF is payable by them. MUFAP has taken up the matter with the concerned ministry
[Sindh Finance Ministry] for appropriate resolution of the matter.

Considering the above developments, the Management Company assessed the position of the Fund with regard to
reversal of provision of WWF and recognition of provision of SWWF, and decided that:

- As an abundant caution, the Sindh Workers’ Welfare Fund (SWWF) should be recognized from July 01, 2014, and

- Provision computed for SWWF should be adjusted against provision of WWF, as the SCP declared WWF
unlawful. It was also decided that if any further provision is required, then it should be recognized in books of
the Fund. If provision of WWF is in excess of provision required for SWWF, the remaining provision of WWF
should be carried forward unless further clarification is received from the MUFAP.

As a result, the Management Company assessed that no further provision is required for SWWF and additional
provision of WWF should be carried forward till the matter is cleared.
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In the wake of the aforesaid developments, the MUFAP called its Extraordinary General Meeting (EOGM) on
January 11, 2017, wherein the MUFAP recommended to its members that effective from January 12, 2017,
Workers' Welfare Fund (WWF) recognised earlier should be reversed in light of the decision made by the Supreme
Court of Pakistan; and as an abundant caution, Sindh Workers' Welfare Fund (SWWF) should be recognized
effective from May 21, 2015.

MUFAP also communicated the above-mentioned decisions to the Securities and Exchange of Commission (SECP)
through its letter dated January 12, 2017, and the SECP through its letter dated February 01, 2017, advised that the
adjustment should be prospective and supported by adequate disclosures.

As a result of the above recommendations of the MUFAP, the Fund on January 12, 2017, reversed the provision of
WWF amounting to Rs. 28.170 million. Further, the Fund has recognised provision for SWWF.

As at June 30, 2018, the provision in relation to SWWF is amounting to Rs. 21.255 million in these financial
statements. Had the provision not been made, the net asset value per unit as at June 30, 2018 would have been
higher by Rs. 0.963 (2017: Rs. 0.412) per unit.

14. CONTINGENCIES AND COMMITMENTS
14.1 Contingencies

There are no contingencies outstanding as at June 30, 2018 and June 30, 2017

2018 2017

14.2 Commitments

Future sell transactions of equity securities entered into by

the fund not settled as at year end 72,135 224,226
(Unit)
15. NUMBER OF UNITS IN ISSUE
Total units in issue at the beginning of the year 42,355,455 63,397,299
Units issued 8,770,467 58,376,138
Units redeemed (29,053,116) (79,417,982)
Total units in issue at the end of the year 22,072,806 42,355,455

16. MARK-UP / RETURN ON INVESTMENTS
Term finance certificates - listed 26,295 515
Term finance certificates and sukuks - unlisted 69,050 79,818
Government securities 974 71,567
Commercial papers 8,170 1,064
104,489 152,964
17. MARK-UP ON DEPOSITS WITH BANKS
Mark-up on savings accounts 77,116 109,706
Mark-up on term deposit receipts 64,467 77,603
141,583 187,309
18. AUDITORS' REMUNERATION
Statutory audit fee 285 280
Half yearly review fee 55 55
Reporting on compliance with the Code of Corporate Governance - 5
Out of pocket expenses 56 -
396 340
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19. TAXATION

The Fund's income is exempt from Income Tax as per clause (99) of part | of the Second Schedule to the Income Tax
Ordinance, 2001 subject to the condition that not less than 90% of the accounting income for the year as reduced
by capital gains whether realised or unrealised is distributed to the unit holders in cash. 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. Subsequent to year end on July 4, 2018, Management Company has distributed cash dividend
of atleast 90 percent of the aforementioned accounting income to the unit holders. Accordingly, no provision for
taxation has been recognised in these financial statements.

20. EARNINGS PER UNIT

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

21. FINANCIAL INSTRUMENTS BY CATEGORY
2018
At fair value .
through Loar:ns i?d Afvallallale Total
profit or loss receivables or sale
-------------- Rupees in '000 --------------
Assets
Bank balances - 1,242,036 - 1,242,036
Investments 884,827 - 336,779 1,221,606
Accrued mark-up - 21,696 - 21,696
Receivable against sale of investment - 24,984 - 24,984
Deposits and other receivables - 46,931 - 46,931
884,827 1,335,647 336,779 2,557,253
2018
At fair value Other
through financial Total
profit or loss liabilities
Labilites Rupees in '000 --------------
Payable to the Management Company - 4,399 4,399
Payable to the Trustee - 349 349
Accrued expenses and other liabilities - 1,198 1,198
Payable against purchase of investment - 43,789 43,789
Unit holders' fund - 2,456,460 2,456,460
- 2,506,195 2,506,195
2017
At fair value .
through Loar_ms i?d A%vallatl)le Total
profit or loss receivables or sale
-------------- Rupees in '000 --------------
Assets
Bank balances - 881,829 - 881,829
Investments 222,649 1,025,104 1,471,124 2,718,877
Accrued mark-up - 43,405 - 43,405
Receivable against sale of investment - 733,524 - 733,524
Deposits and other receivables - 187,409 - 187,409

222,649 2,871,271 1,471,124 4,565,044
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22.

22.1

2017
At fair value Other
through financial Total
profit or loss liabilities

Liabilities

Payable to the Management Company - 8,335 8,335
Payable to the Trustee - 498 498
Accrued expenses and other liabilities - 611 611

Payable against purchase of investment -

Unit holders' fund - 4,490,296 4,490,296

- 4,499,740 4,499,740

TRANSACTIONS WITH CONNECTED PERSONS / RELATED PARTIES

Connected persons include HBL Asset Management Limited being the Management Company, Habib Bank Limited
being the Sponsor, Central Depository Company of Pakistan Limited, being the Trustee of the Fund, other collective
investment schemes managed by the Management Company, directors and officers of the Management Company,
directors of connected persons and persons having 10% or more beneficial ownership of the units of the Fund.

Transactions with connected persons are in the normal course of business, at contracted rates and terms
determined in accordance with market rates.

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

Details of the transactions with connected persons and balances with them, if not disclosed elsewhere in these
financial statements are as follows:

Transactions during the year

HBL Asset Management Limited - Management Company

Management fee 58,367 96,972
Allocation of expenses related to registrar services,

accounting, operation and valuation services 3,656 5,719
Issue of 1,156,101 units (2017: Nil units) 125,000 -
Redemption of Nil units (2017: 377,025 units) - 40,513
Habib Bank Limited - Sponsor
Issue of Nil units (2017: 6,103,743 units) - 666,345
Redemption of 10,016,323 units (2017: Nil units) 1,100,000 -
Bank charges paid 32 81
Mark-up earned during the year 9,114 109,706
Mark-up received during the year 4,602 111,344
Sales of Term Finance Certificates 392,819 -
Purchase of Term Finance Certificates 123,676 -
CDC Trustee - HBL Islamic Income Fund
Sale of sukuk certificate 1,000 units (2017: Nil units) 100,000 -
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HBL Assets Management Limited Employees Provident Fund - Associated

Issue of 10,946 units (2017: Nil units) 1,200 -
Redemption of 10,946 units (2017: Nil units) 1,204 -

MCB FSL Trustee - HBL Financial Planning Fund Strategic
Allocation Plan - Associate

Issue of 2,313,255 units (2017: Nil units) 250,415 -
Redemption of 1,734,330 units (2017: Nil units) 190,080 -

Directors and Executives of the Management Company
and their relatives

Executives and their relatives

Issue of Nil units (2017: 2,008 units) - 213
Redemption of 1,887 units (2017: 321 units) 200,835 35
Dividend - 14

Central Depository Company of Pakistan Limited - Trustee

Remuneration 4,472 6,050
Central Depository System charges 593 11
22.2 Balances outstanding as at year end

HBL Asset Management Limited - Management Company

Investment held in the Fund: 1,156,101 units (2017: Nil units) 128,661 -
Management fee payable 3,125 6,413
Sindh Sales tax 408 960
Allocation of expenses related to registrar services,

accounting, operation and valuation services 249 5,719
Sales load payable 617 526

Habib Bank Limited - Sponsor

Investment held in the Fund: 9,489,918 units (2017: 19,506,241 units) 1,056,124 2,076,755
Bank balances 14,381 111,454
Investment in Term finance certificate - 271,569

MCB FSL Trustee - HBL Financial Planning Fund
Strategic Allocation Plan - Associate

Investment held in the Fund: 578,925 units (June 30, 2017: Nil units) 64,428 -

Executives and their relatives

Investment held in the Fund: 11,472 units (2017: 4,840 units) 1,278 515
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Central Depository Company of Pakistan Limited - Trustee

Remuneration payable 282 440

Sindh Sales tax 37 58

Security deposit 100 100

CDC charges payable 30 -
23. PARTICULARS OF INVESTMENT COMMITTEE AND FUND MANAGER

Details of members of the investment committee of the Fund are as follow:

S.no. Name Designation Qualification Experience in years
1 Farid Ahmed Khan Chief Executive Officer MBA, CFA 25+ years
2 Muhammad Imran Chief Investment Officer MBA - Finance 18+ years
3 Faizan Saleem Head of Fixed Income MBA - Finance 10+ years
4 Noman Ameer Manager Risk MBA - Finance 11+ years
5 Sateesh Balani Head of Research MBA, CFA 7+ years
24. TOP BROKERS / DEALERS BY PERCENTAGE OF COMMISSION PAID

Top brokers during the year ended June 30, 2018

EFG Hermes Pakistan Limited
Multiline Securities (Private) Limited
Topline Securities Limited

Adam Securities (Private) Limited
AL Falah Securities (Private) Limited
JS Global Capital Limited
Intermarket Securities Limited

Arif Habib Limited

MRA Securities Limited

CoOoONOOTUEWNE

The Fund has entered into transactions with less than ten brokers during the year ended June 30, 2018.
Top brokers during the year ended June 30, 2017

Intermarket Securities Limited

JS Global Capital Limited

EFG Hermes Pakistan Limited

Topline Securities (Private) Limited

Al Falah Securities (Private) Limited
Ismail Igbal Securities (Private) Limited
Arif Habib Limited

Summit Capital (Private) Limited

BIPL Securities Limited

OLCONOOTULDEWN R

The Fund has entered into transactions with less than ten brokers during the year ended June 30, 2017.
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25. PATTERN OF UNIT HOLDING

-------------- As on June 30, 2018 --------------

Number of Investment Percentage

unit holders amount investment

-------------- Rupees in '000 --------------

Individuals 855 1,036,701 42.20%
Associated Company 1 128,661 5.24%
Bank / DFI 1 1,056,124 42.99%
Retirement funds 6 43,631 1.78%
Trust 5 67,606 2.75%
Others 7 123,737 5.04%
875 2,456,460 100.00%
-------------- As on June 30, 2017-----------—-—-

Number of Investment Percentage

unit holders amount investment

-------------- Rupees in '000 --------------
Individuals 1,151 2,190,671 48.79%
Bank / DFI 1 2,076,755 46.25%
Retirement funds 5 47,429 1.06%
Trust 9 114,985 2.56%
Others 5 60,456 1.35%
1,171 4,490,296 100.00%
26. ATTENDANCE AT MEETINGS OF THE BOARD OF DIRECTORS OF THE MANAGEMENT COMPANY

Five meetings of the Board of Directors were held on August 25, 2017, October 27, 2017, November 23, 2017,
February 26, 2018 and April 23, 2017 respectively. Information in respect of the attendance by the Directors in the
meetings is given below:

Number of meetings
S.No. Name of Director Held Attended Leave granted Meetings not attended

Mr. Agha Sher Shah'!
Mr. Farid Ahmed Khan
Ms. Ava A. Cowasjee
Mr. Rayomond H. Kotwal
Mr. Rizwan Haider
Mr. Shabbir Hussain Hashmi?
Mr. Shahid Ghaffar3
Mr. Nadeem Abdullah*
Mr.Towfiq Habib Chinoy?
0 Mr.Salahuddin Manzoor®

November 23,2017 & April 23,2018
October 27,2017

February 26,2018

RPLOONOOTUDWN -

WwWwhArNRPUTUTOUUON

WwhrRrRERPpPpUTWLWON
I'_\I'_\INI

Appointed on November 23, 2017
Appointed on February 26, 2018
Appointed on December 04, 2017
Resigned on February 26, 2018
Resigned on November 23, 2017
Resigned on November 30, 2017

AUV WN R

27. FINANCIAL RISK MANAGEMENT
The Fund primarily invests in a portfolio of money market investments such as investment-grade debt securities,

government securities, spread transactions, margin financing and in other money market instruments. These
activities are exposed to a variety of financial risks: market risk, credit risk and liquidity risk.
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27.1 Market risk

This is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market prices.

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

Market risk comprises of three types of risk; currency risk, interest rate risk and other price risk.
27.1.1 Currency risk

This is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
foreign exchange rates. The Fund, at present is not exposed to currency risk as its operations are geographically
restricted to Pakistan and all transactions are carried out in Pak Rupees.

27.1.2 Interest rate risk

This is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market interest rates.

a) Fair value interest rate risk - variable rate instruments

As at June 30, 2018, the Fund holds KIBOR based interest bearing term finance certificates that expose the Fund
to fair value interest rate risk. In case of 100 basis points increase in KIBOR on June 30, 2018, with all other
variables held constant, the net assets of the Fund would have been higher by Rs. 11.5 (2017: Rs. 14.71) million
and net income of the Fund would have been higher by Rs.11.5 (2017: Rs. 14.71) million. In case of 100 basis
points decrease in KIBOR on June 30, 2018, with all other variables held constant, the net assets of the Fund
would have been lower by Rs. 11.5 (2017: Rs. 14.71) million and net income for the year would have been lower
by Rs. 11.5 (2017: Rs. 14.71) million.

b) Cash flow interest rate risk - variable rate instruments

The Fund's interest rate risk arises from the balances in savings accounts. The net income for the year would
have increased / (decreased) by Rs. 10.32 (2017: Rs. 8.82 million), had the interest rates on savings accounts
with banks increased / (decreased) by 100 basis points.

The composition of the Fund's investment portfolio, KIBOR rates and rates announced by Financial Market
Association is expected to change over time. Therefore, the sensitivity analysis prepared as of June 30, 2018 is not
necessarily indicative of the effect on the Fund's net assets and net income due to future movements in interest
rates.

Yield / Interest 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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2018

Exposed to Yield / Interest rate risk

Total Upto three More than More than Not exposed
months three months one year to Yield /
and upto one Interest rate
year risk
-------------- Rupees in '000 --------------
On-balance sheet financial instruments
Financial assets
Bank balances 1,242,036 1,032,036 - - 210,000
Investments 1,221,606 - 813,121 336,779 71,706
Accrued mark-up 21,696 - - - 21,696
Deposits and other receivables 46,931 - - - 46,931
Receivable against sales of investment 24,984 - - - 24,984
2,557,253 1,032,036 813,121 336,779 375,317
Financial liabilities
Payable to Management Company 4,399 - - - 4,399
Payable to the Trustee 349 - - - 349
Accrued expenses and other liabilities 1,198 - - - 1,198
Payable against purchase of investment 43,789 - - - 43,789
Unit holders' fund 2,456,460 - - - 2,456,460
2,506,195 - - - 2,506,195
On-balance sheet gap 51,058 1,032,036 813,121 336,779 (2,130,878)
Off-balance sheet financial instruments - - - - -
Off-balance sheet gap - - - - -
2017
Exposed to Yield / Interest rate risk
Total Upto three More than More than Not exposed
months three months one year to Yield /
and upto one Interest rate
year risk
-------------- Rupees in '000 --------------
On-balance sheet financial instruments
Financial assets
Bank balances 881,829 881,829 - - -
Investments 2,718,877 - - 1,471,124 1,247,753
Accrued mark-up 43,405 - - - 43,405
Deposits and other receivables 187,409 - - - 187,409
Receivable against sale of investment 733,524 - - - 733,524
4,565,044 881,829 - 1,471,124 2,212,091
Financial liabilities
Payable to Management Company 8,335 - - - 8,335
Payable to the Trustee 498 - - - 498
Accrued expenses and other liabilities 611 - - - 611
Payable against purchase of investment - - - - -
Unit holders' fund 4,490,296 - - - 4,490,296
4,499,740 - - - 4,499,740
On-balance sheet gap 65,304 881,829 - 1,471,124 (2,287,649)

Off-balance sheet financial instruments - - - - -
Off-balance sheet gap B - . . .
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27.1.3 Price Risk

This 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 interest rate risk or currency risk), whether those changes are caused
by factors specific to the individual financial instruments or its issuer, or factors affecting all similar financial
instruments traded in the market. The net assets as at June 30, 2018 would have increased / (decreased) by Rs. 11.5
(2017: Rs. 14.71) million, had the price of the investments in term finance certificates (TFCs) increased /
(decreased) by 1%.

27.2 Credit risk

The Fund is exposed to credit risk, which is the risk that a counterparty will be unable to pay amounts in full when
they fall due. Credit risk arises from the inability of the counter party to fulfil their obligations. There is a possibility
of default by participants or failure of the financial markets / stock exchanges, the depositories, the settlements or
clearing system, etc.

The Fund's credit risk is primarily attributable to its investment in debt securities and government securities,
balances with banks and advances, deposits and other receivables. The credit risk of the Fund is limited as the
investments are made and balances are maintained with counter parties that are financial institutions with
reasonably high credit ratings. Risk attributable to investment in government securities is limited as these are
guaranteed by the Federal Government.

The Fund's policy is to enter into financial contracts in accordance with the internal risk management policies and
investment guidelines approved by the Investment Committee. In addition, the risk is managed through the
assignment of credit limits and by following strict credit evaluation criteria laid down by the Management
Company.

The analysis below summarises the credit quality of the Fund's financial assets as at June 30, 2018 and June 30,
2017:

Bank balances by rating category

Al+ (PACRA) 757,168 2,307,087
Al (PACRA) 8,187 -
A-1+ (JCR-VIS) 16,645 (1,425,265)
A-1 (JCR-VIS) 26 7
A-2 (JCR-VIS) 250,010 -
1,032,036 881,829

Term finance certificates by rating category

AAA - 271,569
A+ 533,753 231,642
A 15,992 116,150
AA 255,510 112,815
AA- 115,022 543,801
AA+ 90,863 -
1,011,140 1,275,977

The fund has also made investment in TFC of WAPDA having market value of Rs. 138.76 m. The mentioned TFC is
backed by the Government of Pakistan.

Term deposit receipts (TDR) 210,000 890,000
Commercial Paper - 135,104
Accrued mark-up 21,696 43,405
Advances, deposits and other receivables 47,841 188,054
Receivable against investment in shares 24,984 733,524
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The maximum exposure to credit risk before any credit enhancement as at June 30, 2018 is the carrying amount of
the financial assets.

Concentration of credit risk

Concentration of credit risk exists when changes in economic or industry factors similarly affect groups of
counterparties whose aggregate credit exposure is significant in relation to the Fund’s total credit exposure. The
Fund’s portfolio of financial instruments is broadly diversified and transactions are entered into with diverse
credit-worthy counterparties thereby mitigating any significant concentrations of credit risk.

27.3 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.

The Fund is exposed to daily cash redemptions of units. The Management Company manages the liquidity risk by
monitoring maturities of financial assets and financial liabilities and investing a major portion of the Fund's assets
in highly liquid financial assets.

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 request qualifying for being
processed on the next business day. Such procedure would continue until the outstanding redemption requests
come down to a level below ten percent of the units then in issue. The Fund did not withhold any redemptions
during the year.

The table below analyses the Fund's financial liabilities into relevant maturity groupings based on the remaining
period at the balance sheet date to the contractual maturity date. The amounts in the table are the contractual
undiscounted cash flows.

2018
Over three
Total Upto three months and Over one
months year
upto one year
-------------- Rupees in '000 --------------
Financial liabilities
(excluding unit holder's fund)
Payable to Management Company 4,399 4,399 - -
Payable to the Trustee 349 349 - -
Accrued expenses and other liabilities 1,198 1,198 - -
Payable against purchase of investment 43,789 43,789 - -
49,735 49,735 - -
Unit holders' fund 2,456,460 2,456,460 - -
2017
Over three
Total Upto three months and Over one
months year
upto one year
-------------- Rupees in '000 --------------
Financial liabilities
(excluding unit holder's fund)
Payable to Management Company 8,335 8,335 - -
Payable to the Trustee 498 498 - -
Accrued expenses and other liabilities 611 611 - -
Payable against purchase of investment - - - -
9,444 9,444 - -
Unit holders' fund 4,490,296 4,490,296 - -
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28. UNITS HOLDERS' FUND RISK MANAGEMENT

The unit holders' fund is represented by the net assets attributable to unit holders / redeemable units. The amount
of net assets attributable to unit holders can change significantly on a daily basis as the Fund is subject to daily
issuance and redemptions at the discretion of unit holders. These unit holders of the Fund are entitled to
distributions 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. Unit
holders fund risk management is carried out by the Management Company through following steps:

- Monitor the level of daily issuance and redemptions relative to the liquid assets and adjust the amount of
distributions the Fund pays to the unit holders;

- Redeem and issue units in accordance with the constitutive documents of the Fund. This includes the Fund's
ability to restrict redemptions; and

- The Fund Manager / Investment Committee members and the Chief Executive Officer of the Management
Company critically track the movement of ‘Assets under Management’. The Board of Directors is updated
regarding key performance indicators, e.g., yield and movement of NAV and total Fund size at the end of each
quarter.

The Fund has maintained and complied with the requirements of minimum fund size during the current year.
29. FAIR VALUE AND CATEGORIES OF FINANCIAL INSTRUMENTS

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

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 reporting date. The quoted market price 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.

International Financial Reporting Standard (IFRS) 13, "Fair Value Measurement" 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:

The Fund classifies 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:

- Fair value measurements using quoted prices (unadjusted) in active markets for identical assets or liabilities
(level 1);

- Fair value measurements using 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) (level 2); and

- Fair value measurements using Inputs for assets or liability that are not based on observable market data (i.e.
unobservable inputs) (level 3).
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June 30,2018
Carrying amount Fair Value
Other
financial
Available Held-for- Loansand assets/
for-sale  trading receivables liabilities  Total Level 1 Level 2 Level 3 Total
On-balance sheet financial instruments Note (Rupees in '000)
Financial assets measured at fair value
Investments
- Term Finance Certificates and Sukuk bonds 336,779 813,121 - - 1,149,900 - 1,149,900 - 1,149,900
- Investment in ready / future - spread transaction - 71,706 - - 71,706 71,706 - - 71,706
336,779 884,827 - - 1,221,606 71,706 1,149,900 - 1,221,606
Financial assets not measured at fair value 29.1
Bank balances - - 1,242,036 - 1,242,036
Accrued mark-up - - 21,696 - 21,696
Receivable against investment in shares - - 24,984 - 24,984
Deposits and other receivables - - 46,931 - 46,931
- - 1,335,647 - 1,335,647
Financial liabilities not measured at fair value 29.1
Payable to Management Company - - - 4,399 4,399
Payable to Trustee - - - 349 349
Accrued expenses and other liabilities - - - 1,198 1,198
Payable against purchase of investment - - - 43,789 43,789
Unit holders' fund - - - 2,456,460 2,456,460
- - 2,506,195 2,506,195
June 30, 2017
Carrying amount Fair Value
Other
financial
Available  Held-for- Loansand assets/
for-sale  trading receivables liabilities Total Level 1 Level 2 Level 3 Total
On-balance sheet financial instruments (Rupees in '000)
Financial assets measured at fair value
Investments
- Term Finance Certificates and Sukuk bonds 1,471,124 - - - 1,471,124 - 1,471,124 - 1,471,124
- Investment in ready / future - spread transaction - - - 222,649 222,649 222,649 - - 222,649
1,471,124 - ~ 222,649 1,693,773 222,649 1,471,124 - 1,693,773
Financial assets not measured at fair value 29.1
Bank balances - - 881,829 - 881,829
Investments
- Term deposit receipts and commercial papers - - 1,025,104 - 1,025,104
Accrued mark-up - - 21,696 - 21,696
Deposits and other receivables - - 187,409 - 187,409
Receivable against investment in shares - - 733,524 - 733,524
- - 2,849,562 - 2,849,562
Financial liabilities not measured at fair value 29.1
Payable to Management Company - - - 8,335 8,335
Payable to Trustee - - - 498 498
Accrued expenses and other liabilities - - - 611 611

Payable against purchase of investment -
Unit holders' fund -

4,490,296 4,490,296

4,499,740 4,499,740
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29.1 The Fund has not disclosed the fair values for these financial assets and financial liabilities, as these are either short
term in nature or reprice frequently. Therefore, their carrying amounts are reasonable approximation of fair value.

30. TOTAL EXPENSE RATIO

In accordance with the directive 23 of 2016 dated July 20, 2016 issued by the Securities and Exchange Commission
of Pakistan, the total expense ratio of the Fund for the year ended June 30, 2018 is 2.16% (June 30, 2017: 2.12%)
which includes 0.38% (June 30, 2017: 0.35%) representing government levy and SECP fee.

31. DISCLOSURE UNDER CIRCULAR 16 OF 2010 ISSUED BY THE SECURITIES AND EXCHANGE COMMISSION OF
PAKISTAN - CATEGORISATION OF OPEN END SCHEME

The Securities and Exchange Commission of Pakistan vide Circular 7 of 2009 dated March 6, 2009 required all Asset
Management Companies to classify funds under their management on the basis of categorisation criteria laid down
in the circular. HBL Asset Management Limited (Management Company) classified HBL Income Fund (the Fund) as
Income Scheme' in accordance with the said circular. As at June 30, 2018, the Fund is compliant with all the
requirements of the said circular except for clause 9 (v) which requires that the rating of any security in the portfolio
shall not be lower than the investment grade.

Value of Provision Value of
. Type of Investment % of Net % of Gross
Name of Non-Complaint Investment held Investment
Investment before . - Assets Assets
.. (if any)  after Provision

Provision

--------------------------- (Rupees in '000) --------=-----mmrnnnmumeem
New Allied Electronics
Industries (Private) Limited TFC 19,025 19,025 - - -
New Allied Electronics
Industries (Private) Limited Sukuk 44,149 44,149 - - -
Agritech Limited TFC 9,992 9,992 - - -
Saudi Pak Leasing Company Limited TFC 5,550 5,550 - - -
Worldcall Telecom Limited TFC 47,768 47,768 - - -

32. NON ADJUSTING EVENT AFTER REPORTING DATE

The Board of Directors of the Management Company in its meeting held on July 4, 2018 has proposed a final cash
distribution upto Rs. 5.5 per unit amounting to Rs 107.94 million as cash dividend and Rs 13.46 as refund of capital.
The Financial statements of the Fund for the year ended June 30, 2018 do not include the effect of the final
distribution which will be accounted for in the financial statements of the Fund for the year ending June 30, 2019.
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33. DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorised for issue by the Board of Directors of the Management Company in
their meeting held on August 31, 2018.

34. CORRESPONDING FIGURES
Corresponding figures have been rearranged or reclassified, where necessary, for the purpose of better
presentation. No significant rearrangement or reclassification was made in these financial statements during the
current year.

35. GENERAL

Figures have been rounded off to the nearest thousand rupees.

For HBL Asset Management Limited
(Management Company)

Chief Financial Officer Chief Executive Officer Director
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NAME OF FUND IHBL Energy Fund

NAME OF TRUSTEE Central Depository Company of Pakistan Limited
NAME OF AUDITORS Deliotte Yousuf Adil Chartered Accountant
NAME OF BANKERS MCB Bank Limited

Habib Bank Limited

Soneri Bank Limited
JS Bank Limited
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FUND MANAGER’S REPORT —

HBL ENEGYY FUND
As at June 30, 2018

Type and Category of Fund

Equity / Open-end

Investment Objective and Accomplishment of Objective

HBL Energy Fund (HBL ENF) is an open end equity fund. The objective of the Fund is to capture significant return from an
actively managed portfolio by investing in listed equity securities of energy sector in Pakistan and in this respect the Fund has
achieved its objective.

Benchmark and Performance Comparison with Benchmark

The Fund’s benchmark is KSE-30 Total Return Index.

The Fund’s NAV decreased by -2.33%, outperforming the benchmark by 7.7% during FY18. A comparison of the funds’ returns
with the benchmark is given below:

Month Return of Fund Benchmark
June 2018 20.82% 1.58% VR Srrevgy Swdve Dvwnieirh
May 2018 -4.33% 5.86% | ‘wiFe P IPEI R e eeo,
April 2018 1.94% -1.41% e
March 2018 3.91% 6.10%
February 2018 -1.73% -1.19% i i
January 2018 4.96% 8.92%
December 2017 -2.18% 0.78% g
November 2017 -0.49% 1.38% ==
October 2017 -2.54% -6.20%
September 2017 2.49% 3.63% |
August 2017 -7.92% -11.63% = S = o= = & 2 = = = = =
July 2017 5.23% 1.70% = 7 & 2 18w 2 2 & § 3§

Strategies and Policies employed during the Year

During the year under review, the Fund decreased its exposure in equities marginally from 93.51% on June 30, 2017 t0 90.13%
on June 30, 2018. Further, sectors wise allocation was continuously reviewed and revisited throughout the year to ensure
optimum return to the investors. Accordingly, exposures in Oil and Gas exploration sector was increased while decreasing
exposure to Refineries, OQil and Gas marketing and Power Generation and Distribution.

Ainsnt Allocasion June #18 Adcead Aoz ation Jesss 2007
Canb /O
:ﬂ;gm Mllm lls i an
0iEDas

Fartirary .
BT L] Exgloratia

o & Gam Corganmn
Porovar Expleraiion ILHE
Camarmiion b L ages,
[igiiatian 4EITH [T
b Jeserabon b
Diwiribudize
16 1I%
Ol & Gan
Martsimg E'I" ﬂ:’
Carganies "hriedng
32 a Corganmn

Significant Changes in Asset Allocation during the Year

The following table shows a comparison of top sector wise allocation of equity investments in the Fund as on June 30, 2018
and June 30, 2017:
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Fund Performance

The Fund earned and incurred a total income and net loss of Rs. 24.63 million and Rs. 9.15 million respectively during the year
ended June 30, 2018. The ex-dividend Net Asset Value (NAV) per unit of the Fund was Rs. 15.0359 per unit as on June 30, 2017.
The NAV of the Fund was Rs. 14.6857 per unit as on June 30, 2018, thereby giving a negative return of 2.33%. During the same
year the benchmark KSE 30 index yielded a negative return of 10.03%.The size of Fund was Rs. 1.06 billion as on June 30, 2018.

Market Review

Pakistan Equities witnessed a topsy-turvy ride during outgoing year with disappointing foreign flows (after MSCI upgrade),
political uncertainty following the ouster of ex-PM, macroeconomic challenges and ongoing speculation about the upcoming
general elections.

KSE100 Index shed by 4,654 points to close at 41,911 points, reflecting a decline of 10%. Despite market expectation of strong
foreign inflows following Pakistan’s inclusion in the MSCI Emerging Markets, foreign investors continued to remain net sellers
and sold stocks of worth USD289mn. Within local investors, insurance companies and corporates bought equities of
USD204mn and USD100mn respectively while Mutual funds divested equities of USD35mn during the year. On the political
front, Ex-Prime Minister Nawaz Sharif was disqualified by Supreme Court in Jul-17 which further marred investor sentiment.
Moreover, economic concerns increased due to rising twin deficits followed by stringent policy measures by policy makers
(16% PKR depreciation and 75bps increase in interest rates).

The Cement and Banking sector led the rout in the benchmark index, causing attrition of 2,288 points and 1,083 points
respectively. Decline in cements was caused owing to the fears of a price war in the segment as upcoming expansions could
lead to an oversupply situation particularly in the Southern region as can be grasped from price performance of DGKC and
LUCK which fell 44% and 37% YoY respectively. In the banking sector, large banks caused underperformance where HBL, UBL
and NBP fell 37%, 23% and 20% owing to regulatory concerns, pension and other legal issues. Meanwhile mid-tier banks
outperformed the index buoyed by rising interest rate environment which is expected to lead to margin expansion.

Oil & Gas Exploration and Production sector defied overall trend during FY18 and posted strong gains where the sector
contributed 1,628 points to the market owing to 66% increase in International Oil Prices and 16% PKR depreciation. The
outperformance was led by POL and PPL posting returns of 58% and 53% against SPLY.

Going forward, we expect Pakistan equities to rebound with restoration of political stability (after General Elections), gradual
improvement in macroeconomic trends and potential revival of foreign investor interest after steep PKR depreciation.
Moreover, we highlight that Pakistan market’s discount to emerging as well as frontier peers has increased to 30% and 28%
against 5-year averages of 25% and 19% respectively reflecting a good entry point.

Distribution

The Board of Directors approved NIL distribution to the unit holders for the year ended June 30, 2018.

Significant Changes in the State of Affairs

There were no significant changes in the state of affairs of the Fund.

Breakdown of Unit Holding by Size

From — To No. of Unit Holders Total No. of Units Held
(No. of units)

1-100 68 1,022

101 - 500 31 7,693

501 — 1,000 3,204 2,530,508
100,1 — 10,000 1,201 3,791,512
10,001 - 100,000 239 7,197,593
100,001 - 500,000 46 10,188,890
500,001 - 1,000,000 7 4,769,254
1,000,001 - 5,000,000 8 16,131,772
5,000,001 and above 2 27,631,142
Total 4,806 72,249,386
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Unit Splits

There were no unit splits during the year.

Circumstances materially affecting the Interest of Unit Holders
Investments are subject to market risk.

Soft Commission

The Management Company from time to time receives research reports and presentations from brokerage houses.
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PERFORMANCE TABLE

2018 2017 2016 2015 2014 2013
Net assets at the period end(Rs'000) 1,061,029 794,794 954,214 1,059,614 1,498,769 1,409,682
NET ASSETS VALUE PER UNIT AT 30 JUNE - RUPEES
Redemption 14.6857 15.0359 12.0122 12.3654 11.4299 12.0356
Offer 15.0176 15.3757 12.3726 12.7364 11.7728 12.3967
OFFER / REDEMPTION DURING THE PERIOD - RUPEES
Highest offer price per unit 16.6501 18.4426 12.9758 13.0506 16.0101 14.4404
Highest offer price per unit 14.018 12.4268 10.7407 10.8197 11.6867 12.3967
Highest redemption price per unit 16.2821 18.0350 12.5979 12.6705 15.5438 14.0198
Lowest redemption price per unit 13.7082 12.0649 10.4279 10.5046 11.3463 12.0356
RETURN (%)
Total return -2.33% 30.12% -2.86% 8.18% 23.92% 52.28%
Income distribution 0.00% 0.60% 0.00% 0.00% 3.45% 2.05%
Capital growth -2.33% 29.52% -2.86% 8.18% 20.47% 50.23%
DISTRIBUTION
Final dividend distributation (Rs) 0 0.60 - - 3.45 2.05
Date of Income Distribution 0 20-Jun-17
Total dividend distribution for the year/ period (Rs) 0 0.60 - - 3.45 2.05
AVERAGE RETURNS (% )
Average annual return 1 year -2.33% 30.12% -2.86% 8.18% 23.92% 52.28%
Average annual return 2 year 12.73% 12.43% 2.52% 15.78% 38.10% 29.03%
Average annual return 3 year 7.28% 11.00% 9.20% 26.84% 28.51% 29.71%
PORTFOLIO COMPOSITION - (%)
Percentage of Total Assets as at 30 June:
Bank Balances 9% 6% 8% 5% 8% 7%
Stock / Equities 90% 94% 92% 93% 81% 93%
Others Including receivables 1% - - 2% 11% -

Note:
- The Launch date of the Fund is January 2006
- PICIC energy fund converted from closed end scheme to open end scheme effective from June 25, 2013

Past performance is not necessarily indicative of future performance and unit prices and investment returns may go down, as well as up.
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PROXY VOTING DISCLOSURE

Summary of Actual Proxy voted by CIS

(h)

HBL Energy Fund Meetings Resolutions For Against

Number 1 6 6 -

(%ages) 100% 100% -

AMC did not participate in shareholders' meetings

Investee Company AGM Meeting Dt EOGM Meeting Dt

Attock Petroleum Ltd 19-10-2017 3-1-2018
Attock Refinery Ltd 19-10-2017 16-7-2018
Hascol Petroleum Ltd 27-4-2018 N-A
Hub Power Company Ltd 10-5-2017 22-6-2018
Kot Addu Power Company Ltd 19-10-2017 N-A
Mari Petroleum Company Ltd 26-9-2017 N-A
National Refinery Ltd N-A N-A
Oil & Gas Development Co Ltd 24-10-2017 N-A
Pakistan Oilfields Ltd 19-10-2017 N-A
Pakistan Petroleum Ltd 27-10-2017 N-A
Pakistan State Oil Company Ltd 20-10-2017 N-A
Sui Northern Gas Pipeline Ltd 27-11-2017 N-A
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TRUSTEE REPORT 70 THE USTT HOLDERS
HIL ENERGY FLIND

Report ol the Truptee parsanet (o Heguladon $1i0) and Claee ¥ of Sehedale ¥ al the M-
Bonking Finanee Compandes and Motified Entlies Hegulaiion, 1008

We, Cemral Depusbiory Company of Pakintan Limied, being e Tosstes of HBL Energy Fuind
{the Funel) ore ol the ompoeon thar HAL Ascer Manozement Lunieed, beang the Munagermseni
Cigmpany of the Fund has io all material sespecs menoged the Fund dutng the yeir endeid lune
20, 20 5 m secondanoe wiih the provsons of e ellawing

{1 Linitntions imposed om sk sy estment posese ol the Mmagesmen: Cemmony under the
comatintve diszumens of the Fupd

il The poeng. meance and redemption of enidts sre corred a0l i weopduince witly e
pedjitiretners o the censditgive documentn of the Furgd: and

il The Mom-Bankamg Finaoee Coggpaopes |Eaablisbomem, and Resulwnmee) Bukes, 3005,
the Mon-Banidng Finomee Companies pind Monfled Entites Bagmilatiomnic 20008 and the
coasiftusme documene of the Pund

Alah Abhinsd Diwan

Chief Exctubive Dilcy
Cezrn| Daposbiory Comgeony of Prikistan 1imissl

Komchi, Septomber 14, 3018
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INDEFENDENT AUDITORS REPORT TO THE UNIT HOLDERS OF
HBL ENERGY FUND

Moport on the Aodit of the Financlal Statements
Gpinion

We have audited the Gninclel sbetarments of HAL Enargy Fund (the Fund], which comgarise (ha statement
of assate ond Bebilies ss st Jene 10, 2018, spd the related Income etatoredst, statement of
comprehansive Income, statement af maverment 'Iet unlt nealders’ hng ane cash flow statement foe the
year Hmn andad, and notes ta the Arancis gtatsments, ineluding 8 simmaey of significant accousting
pllicies.

in our ophnlon, the aceamparying financial statersants ghee o true and faie view af the finsndal pesiton
of the Fund as st June 30, 2018, snd of its financial performanss, crsh Nows and transactions far the yaar
MnnﬂﬂhmwﬂhmﬂhnMWMumwlthMHﬁmh

Basia for Opinfon

Win conducted our audit n Sécomfance with Intematicnad Stanmdariis on Auditing {[5Aa] IWH
Pakiston, Our responslbilities under thoss standards are furiher descriied in the Asgitors Aeapanslfule

far Hhe Al of the Snancis) Sfatements section af aur report. 'We are indepandent of the Furd :md
Management Company In scoardancs with the Entornaticnsl Ethlcs Standards Board for Accounionts’ Code
of Ethier for Profeasional Accaumtants (TESHA as adopted by the Tnatitide of Chartersd Actountants
of Pakistan together with the ethkcal reguirements that are reteiant to o pudit of the finsnchal statamants
in Fakistan, mid we hove fulfilksd owr other sthecal responaibiibies in accordonce with these reguitemants
anil the IH:M Code. Wa befiews that tha sddib evidance w= have abtained = eufficient wmd epiraprlste
ke provide @ basis-for sur opinsan,

Koy At Matiers

Key audit maters arg those matiers that, in owr professloosl udgmant, sanm of moe sgnificence b our
gudlt of the fnancisl statements of the current period. Thess matters wern addressed in the context of
pur muthit af the Naancisd statenients as o whale, and in forming our dpinien eraon, snd we do ot
provide & separale oplnion on hese matoe,

5. Ma. Koy sudit muttars Haw the — :"‘!'l““""“" n

W performied the following steds
As Gisciosed in note 6 to the finencial steternants, | OUrinG our st af investmiomts:

| Valuation ard existence af lnvestments

Investmaris amouniad fo i, BEE 558 milllon s 2t
June 30, 2018. = indapendent tasting of vauaticna by

using Live-gueted maroet prices from
Thess Investmenls ragresent 3 significart 2am ba the Pakistan Stock Exchange Limied
the statsment of assety and Jabiities. The Fund “ﬂ?.:“n'.j"““““““"“" =
invests principally i listed souity Securities and their "! !"‘“"E R AL By """'T':F'_I U

T
e

Mutichtin Taanchn Tabiimibia Lislias
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Bwlolms Yeunst gdil
Chirisml Acanmaants

5. Mo,

ey audit mitters

How the matiors were adidrassed in

vatunkion and existence s 8 significant area during
cur audic. Yhaee 1s a rish that apgropriste quated
prices may mak b used to detarming faie value,

Further, the Fund may have irduded imeestments in
its francial statamants which were not owned by
Fumi.

. L S
Depnaitary Compary [COC) BCcous
TECOrEE]

= parfoeming purchases and sales
wanting on 8 senple of trades madn
duiring tha yasr in ohiEin svidance
reqarding movement of securitses
during the year; atid

= @y difforences |dentified during aor
: WEPE OVEr our
poceptahbs thegshald wers
lenenatigated further.

Change In accounting poilcy as a result of
amendmants In Mon-Banking Finance
Companies snd Notlfied Entities Regulation,
2008

Az disziosed In nats 4.7, o the finencisd statemants,
=411 03, 2017, SECP lasu=i SAJ nig.
THE[1)/31Y whevehy certain amencments wers
mada |r ihe Aon-Banking Finance Compantes and
Mogifiad Entities Regutation, 2008 (tha MBFC
Aepguiatiana). Siech smendments o
definitfon afl Elament of Incame, and réquired carain
additonal disclomeres n ncome stabement and
stalemient of movement i et helders” fund
imgeiher with removal of reguitement to progent
disribution skatemant srparately,

The abavamantioned amsndments requlie
significent changes in the esltilation, scesinting,
prennntabion snd disclomee of the *Element of
Income’ in the Nnancial statenments, which have
buen applied ay & changs in accounting policy
procpectively in scoordenca with the cledfcatian
Inguied by the Sequrities and Exchiongs Commizzian
of Paldstan, Considering tha significance of the
above Tactors, wa have Lrested Lhese changes as
Koy Audil Matter.

In order o stldres e matterwe
has:

= Heid discuszions wilh management
regErding the emendments misde in
i MEFT Aeguiation, the ramlting
reguilred by the Ansncial
statemants and fow the systems
were updated to catar for the
mrndmants;

o Obitsnad sccount balder wise
rismrsmtrent of 8l unit holiders of tha
Fund and far a semple of unlt
halders, verified the moverent In
terms af dnlks and value {including
net wpeet valum par unlt) by
checking supperting documents to
snsure thst siement of income and
incoene alteady pold an unis
redoeimed |8 accurate, Ao
praparsd guantitaiive reconcillagion
of unnils reportad) end

+ Checked sdaguocy of presentstion
#nd distiowure requirements
ingluding elemank of income im n
the finenclsl statsments as per the
requirements of Schedils W af the
HAFE Regulations.

tnfarmation Other ther the Finasclal Statemeants and Audibor's Roport Therson

gement Company |8 responglble for the other fafarmstion, The other infarmation compripes the
information Includad in the annual mpoet, but does rot induds the Ananclsl sbatements and obe suditor's
rEpart thareon.

HMana

Fra
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Cur apinion on the financisl statsmants dess not cover the ather informetion and wWe da nob EXpoess any
e all Exsurancs cancluslan themsan,

in eonnsction with our sadit of th insnclal stetamants, aur responsibility 8o read U ather infarmetion
ansdl, i doing 'n-,. congider wheiher the ather information |5 matesally (scensistern with the financial
statemants or sbtalned 0 the @it of atherwise sppeird b be matecslly misstabed. 1f,
basad an ulm“hmpmm yie concluds that these Ts o matesal misstatament of this cther
[nformation, we ire required bo report that fack. We hawe nothing to roport in bhis regard,

Responsisliities of Msnsgement Compeny and Thoss Charged with Governance for tha
Financial Statements

Management Caomgany i responails for the preparetion and falr presectation of B financlsl stetsmants
in agcordanca with and reparting standardn as applicable In Pakicton, end for such inkermal
sontrol as the Managamant detarmings s necassay (o enabile the prapamtion of finandal
sTatemonts thas are froe from matedal misstatermant, whither dus to fraud or srme,

Im préparing e Minsnclsl nu'lemuu, Mansgeinent Company |8 responsible for pssessing tse Fund's
qhﬂflnmlnuunﬁﬂ. dischosiig, &8 spplicatls, matters related 1o gading wuncers ancd
ieging the gaing camcerm n‘lﬂh':itr unies Management Company sither intends to Bguldats phe
Fundnrhptumnpﬂﬂms.whum mmblhﬂﬂn

Thase Charged with Governance of the Monsgament Company are responsible for overusaing the Fund's
Rrancia reporting process,

Autlitor's Responsibilifies for the Audit of the Financial Statemernts

Dur objectives are to obtain roascnable assurance about whethar tha finencial stataments as @ wholz gro
frem fram materal misstatomant, whsthar e b fraud or armor, and o fEsde &0 audior's report that
ingiudes pur opinion, Hesconable asswrance 35 3 high level of sasurance, but I= not & guarantas that an
sudid eonducted In accordonce with 1545 & spplicable in Pakisten will always cetsct & maoerial
misstatemant whep L exlats. Misstat=ments con arise from freud or error snd are conaldared material if,
indlvidusily o In the aggregate, they could reasonably be espécted to lnflzence the economic deciaking
af usérs baken an tha basle of thasa fimancinl statemants.

A5 part of an ik In sccordance with 1545 #5 applicabie In Pakiotan, we enercise professional judgment
and malntaln professional skepticlsm threughaut the sudit 'Wa sls

. 1dentify gnd pasesa e rishs of materisl missislement of he fnenclsl stetemenis, whathar dus
fraud or arfor, design and perform sudit procedures responsive to thoss risks, and obisin swedit
nﬂmﬂutl!lﬂmlﬂmtmd' to provide & bags frer cur opinlon, The risk of nak debecting
n material isstaternent resiEbng fraud ig higher than for one resulting from error, as fraed
may Iryoive coilusion, forgery, Intentional ombasione, misregresantstions, or the oyerride of mbemal
enntrol.

«  Obtain an understanding of intamal contral relevant ta the sudit bn arder to design sudit procedures
that are apprapriets In the creumstances, but not for the purpose of espressing en oplnlen on the
effactivansss of the Mansgemant Company's inte=nal contral.

L] Evaluate the appropriatencss of accounting pallcies waed and the ressonabfeness ol sccmmintiong
estimates and rebated disclcsines made by Maragement Company.

- Conciuds on the sppropriaténsss of Mansgement Compeny's use of the golng cancern basts of
sccounting snd, based on the audit evidence ohtained, whather 8 materlal uncartsnty auists rakated
ta myarts or gontitions thet may cast sgnificant doubt on the Fund's sbility to confirue 85 0 going
canearm, IF v conclude that o material upcertalrty exists, we ore required to dise attanikan (noour

Flmretes ol
Evablitn P st Toboreine Uil
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Chwrteoad Accormenm

EUTOC's rEpoet to the relsted discagures in the fnemcul statemmnts or, T such diSCIosIrss are
Inadequats to modly aur opinion, Cur condusions are baeed on the aodit evidence sbtainad up s
tha datn of qur suditor's roport. Hewever, future events or conditions miy couss the Fund o cease
o conkinie 25 8 gobng comcarn.

. Evalunts the gvarell presestation, strectere and content of the Mnendel getements, imluding the
disziosures, and whethar the fnanclal sistaments repredent the undarying transadions and evonts
in B reanngr that achievas falr preaenkation.

We communicats with Those Charged with Governance of the Management Compeny regarding, among
ather matiers, the planned soope and Uming of the sudit and slgnificant aude Andings, Incliding
gignificant deficéncies [a internal cantral that wa idantify during our aud|t '

We alsn provide These Charged with Gewermnanes of the Managenent Company with a statement that vwe
:m:ﬂlu 'rﬂ-thﬂl‘ﬂt&-lﬂm ethical r:‘q:th*mnh rimﬂlnnhﬁdlpmdmh;ru' o comimunicats with them

ahiips r mattery mury reasnably e thaught o of our independence, and
whore applicebie, related mfeguards.

Fram the matiers cmmunicated wish Those Charged with Governance of the Manasgement Company, we
iatarmiiie tHone matters that wers ol most cancs in the sadit of the financal stakemeants of the
current pasind and are therefore the key sudit mott=nt. We describa thass matters in cur auditor’s repart
unbess ‘law or reguistion precludes public disclomwrn sbout the matter or when, In extremely ram
clreumatances, we determine tHat a matter should not be comenunicaled in dur regort beciuss the advirse
consaquences of doing 53 would reasonadly be espacted ta outwelgh the public interest hensfits of wech

o et

Rapart on Other Legal and Reguistony Regulremants

In aur aglrlan, the ftancisl stataments haye bdat progermd In scoordance with the rlsvint provislons of
the Men-Banking Fingnce Companins (BEstablishment snd Reguistion) Aules, 2003 and Men-Seaking
Finance Compianies and Notified Entitles Reguiations, J008.

The sngegement parmer on the aodil resuiting In this indepandont auditors report 5 Hena Sadig;

Placei Karachl
Data: Septembar 18, 3018

Mearrrdeid il

sl ot Tratemartau Lisshes
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HBL Energy Fund

Statement of Assets And Liabilities
As at June 30, 2018

2018 2017
Note = - (Rupees in '000)----------
Assets
Bank balances 5 100,388 46,292
Investments 6 985,558 781,709
Dividend and profit receivable 7 4,666 2,588
Deposits and other receivables 8 2,876 2,814
Total assets 1,093,488 833,403
Liabilities
Payable to the Management Company 9 4,249 2,849
Payable to the Trustee 10 194 338
Payable to Securities and Exchange Commission of Pakistan 11 910 803
Payable against redemption of units - 946
Accrued expenses and other liabilities 12 21,712 24,961
Unclaimed dividend (including dividend payable) 5,394 8,712
Total liabilities 32,459 38,609
Net assets 1,061,029 794,794
Unit holders' fund (as per statement attached) 1,061,029 794,794
Contingencies and commitments 13
------- Number of units -------
Number of units in issue 14 72,249,386 52,859,581
------------ Rupees ------------
Net assets value per unit 4.8 14.6857 15.0359
The annexed notes 1 to 30 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial Officer Chief Executive Officer Director
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HBL Energy Fund

Income Statement
For the year ended June 30, 2018

Note

Income
Capital (loss) / gain on sale of investments - net
Dividend income
Profit on bank deposits
Unrealised appreciation on re-measurement of investments

classified 'at fair value through profit or loss - held-for-trading' - net
Total income
Expenses
Remuneration of the Management Company 9.1
Sindh Sales Tax on remuneration of the Management Company 9.2
Remuneration of the Trustee 10.1
Annual fee to Securities and Exchange Commission of Pakistan 11.1
Allocation of expenses related to registrar services,

accounting, operation and valuation services 9.3
Selling and marketing expenses 9.4
Securities transaction costs
Auditors' remuneration 15
Settlement and bank charges
Printing charges
Fee and subscription
Total expenses
Net (loss) / income from operating activities
Element of loss and capital losses included

in prices of units issued less those in units redeemed - net
Reversal of Workers' Welfare Fund 12.2
Provision for Sindh Workers' Welfare Fund 12.2
Net (loss) / income for the year before taxation
Taxation 16
Net (loss) / income for the year after taxation
Earnings per unit 17

The annexed notes 1 to 30 form an integral part of these financial statements.

For HBL Asset Management Limited
(Management Company)

2018 2017

—————————— (Rupees in '000)----------
(40,955) 74,301
43,454 46,410
6,084 3,302
16,050 90,317
24,633 214,330
19,166 16,896
2,492 2,196
2,114 1,909
910 803
958 812
3,833 1,193
2,752 1,875
443 491
663 368
299 109
152 183
33,782 26,835
(9,149) 187,495
- (20,048)
- 28,085
- (4,985)
- 23,100
(9,149) 190,547
(9,149) 190,547

Chief Financial Officer Chief Executive Officer
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HBL Energy Fund

Statement of Comprehensive Income
For the year ended June 30, 2018

Note

Net (loss) / income for the year after taxation

Other comprehensive income for the year

(9,149) 190,547

Total comprehensive income for the year

The annexed notes 1 to 30 form an integral part of these financial statements.

For HBL Asset Management Limited
(Management Company)

Chief Financial Officer Chief Executive Officer

(9,149) 190,547

Director
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HBL Energy Fund

Statement of Movement In Unit Holders' Fund
For the year ended June 30, 2018

2018 2017
----------------------- (Rupees in '000)---------=--=--=--=----
Capital Unfilstnbuted Total Capital Unfilstnbubed Total
value income value income
Net assets at beginning of the year 528,598 266,196 794,794 - - 954,214
Issuance of 41,334,332 units (2017: 31,752,589 units)
- Capital value (at net asset value per unit at the beginning of the year) 621,501 - 621,501 - - -
- Element of loss (20,740) - (20,740) - - -
Total proceeds on issuance of units 600,761 - 600,761 - - 475,731
Redemption of 21,944,527 units (2017: 58,329,805 units)
- Capital value (at net asset value per unit at the beginning of the year) (329,957), - (329,957) - - -
- Amount relating to element of loss Relating to net loss for the year after taxation 4,580 - 4,580 - - -
Total payment on redemption of units (325,377) - (325,377) - - (815,030)
Element of loss and capital losses included in prices
of units issued less those in units redeemed - - - - - 20,048
Total comprehensive income for the year - (9,149) (9,149) - - 190,547
Distribution during the year - - - - - (30,716)
Total comprehensive income for the year less distribution - (9,149) (9,149) - - 159,831
Net assets at end of the year 803,982 257,047 1,061,029 - - 794,794
Undistributed income brought forward
- Realised 175,879 235,804
- Unrealised 90,317 (75,960)
266,196 159,844
Element of loss and capital losses included in prices of
units issued less those in units redeemed - (53,479)
Accounting (loss) / income available for distribution (9,149) 190,547
Distribution during the year - 30,716)
Undistributed income carried forward 257,047 266,196
Undistributed income carried forward
- Realised 240,997 175,879
- Unrealised 16,050 90,317
257,047 266,196
Net assets value per unit at beginning of the year 15.0359 12.0122
Net assets value per unit at end of the year 14.6857 15.0359

The annexed notes 1 to 30 form an integral part of these financial statements.

For HBL Asset Management Limited
(Management Company)

Chief Financial Officer Chief Executive Officer Director
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HBL Energy Fund

Cash Flow Statement
For the year ended June 30, 2018

2018 2017
Note = —--meeee- (Rupees in '000)----------
Cash flows from operating activities
Net (loss) / income for the year before taxation (9,149) 190,547
Adjustments for:
Capital loss / (gain) on sale of investments - net 40,955 (74,301)
Dividend income (43,454) (46,410)
Profit on bank deposits (6,084) (3,302)
Unrealised appreciation on re-measurement of investments
classified at 'fair value through profit or loss - held-for-trading' - net (16,050) (90,317)
Element of loss and capital losses included in
prices of units issued less those in units redeemed - 20,048
(33,782) (3,735)
(Increase) / decrease in assets
Investments - net (228,754) 307,881
Deposits, prepayments and other receivables (62) 34
(228,816) 307,915
(Decrease) / Increase in liabilities
Payable to the Management Company 1,400 987
Payable to the Trustee (144) 159
Payable to Securities and Exchange Commission of Pakistan 107 (113)
Accrued expenses and other liabilities (3,250) (19,934)
(1,886) (18,901)
Net cash (used in) / generated from operations (264,483) 285,279
Dividend received 42,029 44,305
Profit received on bank deposits 5,431 3,370
47,460 47,675
Net cash (used in) / generated from operating activities (217,024) 332,954
Cash flows from financing activities
Amount received against issuance of units 600,761 475,731
Amount paid / payable against redemption of units (326,323) (814,088)
Dividend paid (3,318) (27,434)
Net cash generated from / (used in) financing activities 271,120 (365,791)
Net increase / (decrease) in cash and cash equivalents 54,096 (32,837)
Cash and cash equivalents at beginning of the year 46,292 79,129
Cash and cash equivalents at end of the year 5. 100,388 46,292
The annexed notes 1 to 30 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial Officer Chief Executive Officer Director
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HBL Energg Fund

Notes to and forming part of the financial statements
For the year ended June 30, 2018

1. LEGAL STATUS AND NATURE OF BUSINESS

HBL Energy Fund ("the Fund") was established under a Trust Deed executed between PICIC Asset Management
Company Limited (now, HBL Asset Management Limited) as the Management Company and Central Depository
Company of Pakistan Limited (CDC) as the Trustee.

In accordance with clause 65(1) of the Non-Banking Finance Companies and Notified Entities Regulations, 2008, a
meeting of the certificate holders of the Fund was held on January 31, 2013 whereby the conversion of the Fund
into an open-end scheme was duly approved through a resolution passed by the majority of the certificate holders
present in the meeting who were entitled to vote. The Securities and Exchange Commission of Pakistan (SECP)
accorded its final approval for conversion of the Fund into an open-end scheme through its letter dated May 3,
2013. The second supplemental Trust Deed and replacement Offering Document were approved by SECP vide its
letter no SCD/PRDD/AMCW/PEF/567/2013 dated May 31, 2013 and letter no SCD/PRDD/AMCW/PEF/606/2013
dated June 24, 2013 respectively. The conversion of the Fund from a closed end Fund to an open-end Fund was
authorised by the SECP vide its letter No. SCD/PRDD/AMCW/PEF/607/2013 dated June 24, 2013. The Fund convert-
ed into an open end scheme on the effective date i.e. June 25, 2013. The certificates of the closed-end Fund were
cancelled on the effective date and were exchanged with the units of the open-end scheme in the swap ratio of 1:1.
Each certificate holder was allotted units according to their respective holdings as at that date on the basis of a ratio
of 1 certificate to 1 unit. Accordingly 100,000,000 units were issued on the date of conversion.

Since the effective date of conversion, the certificates of the closed-end scheme were de-listed from Pakistan Stock
Exchange Limited. Units of the open-end scheme are listed on the Pakistan Stock Exchange Limited. The units are
offered to the public for subscription on a continuous basis and are transferable and redeemable by surrendering
them to the Fund.

Through an order dated August 31, 2016, SECP approved the merger of PICIC Asset Management Company Limited
with and into HBL Asset Management Limited effective from August 31, 2016 and the trust deed was revised on
February 17, 2017. Effective from September 1, 2016, HBL Asset Management Limited became Management
Company of the Fund which is a wholly owned subsidiary of Habib Bank Limited. The Aga Khan Fund For Economic
Development (AKFED), S.A. is the parent company of Habib Bank Limited.

The Management Company of the Fund has been registered as a Non-Banking Finance Company (NBFC) under the
NBFC Rules, 2003 and has obtained the requisite license from the SECP to undertake Asset Management Services.
The registered office of the Management Company is located at 7th Floor, Emerald Tower, G-19, Block 5, Main
Clifton Road, Clifton, Karachi.

The Fund has been categorised as an equity scheme as per the criteria laid down by the SECP for categorisation of
open-end Collective Investment Schemes (CISs).

The core objective of the Fund is to invest in securities of the energy sector in Pakistan so as to provide investors an
access to high quality blue chip stocks in the energy sector. The eligible stocks comprise of investment in shares of
companies engaged in the following activities:

- Oil and Gas Exploration

- Oil and Gas Marketing

- Power Generation and Distribution

- Refining

JCR-VIS Credit Rating Company has assigned an asset manager rating of 'AM2+' (AM Two Plus) to the Management
Company.

Title to the assets of the Fund is held in the name of Central Depository Company Limited as trustee of the Fund.
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 Compa-
nies Ordinance, 1984; and
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- 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.

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.

Basis of measurement

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

Functional and presentation currency
These financial statements are presented in Pak Rupees, which is the Fund's functional and presentation currency.
Critical accounting estimates and judgments

The preparation of the financial statements in conformity with the approved accounting standards requires the
management to make estimates, judgements and assumptions that affect the reported amount of assets, liabilities,
income and expenses. It also requires the management to exercise judgement in application of its accounting
policies. The estimates, judgements and associated assumptions are based on the historical experience and various
other factors that are believed to be reasonable under the circumstances. Revisions to accounting estimates are
recognised in the year in which the estimates are 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.

The areas involving a higher degree of judgement or complexity, or areas where estimates and assumptions are
significant to the financial statements as a whole are as follows:

(i) classification and valuation of financial assets (notes 4.2.1.1 and 4.2.1.4); and
(ii) impairment of financial assets (note 4.2.1.5)
NEW ACCOUNTING STANDARDS / AMENDMENTS AND IFRS INTERPRETATIONS

New accounting standards / amendments and IFRS interpretations that are effective for the year ended June 30,
2018

The following amendments are effective for the year ended June 30, 2018. These amendments are either not
relevant to the Fund's operations or are not expected to have significant impact on the Fund's financial statements
other than certain additional disclosures.

Effective from accounting period

Amendments to IAS 7 'Statement of Cash Flows' beginning on or after:

- Amendments as a result of the disclosure initia- January 01, 2017
tive
Amendments to IAS 12 'Income Taxes' - Recogni- January 01, 2017

tion of deferred tax assets for unrealised losses

Certain annual improvements have also been made to a number of IFRSs which are also not relevant to the Fund.

New accounting standards / amendments and IFRS interpretations that are not yet effective

The following standards, amendments and interpretations are only effective for accounting periods, beginning on
or after the date mentioned against each of them. These standards, interpretations and the amendments (except
IFRS 9 'Financial Instruments') are either not relevant to the Fund's operations or are not expected to have signifi-
cant impact on the Fund's financial statements other than certain additional disclosures.
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3.2.2

IFRS 15 'Revenue from contracts with customers'
- This standard will supersede IAS 18, IAS 11,
IFRIC 13, 15 and 18 and SIC 31 upon its effective
date.

IFRS 16 'Leases' - This standard will supersede
IAS 17 'Leases' upon its effective date.

Amendments to IFRS 2 'Share-based Payment' -
Clarification on the classification and measure-
ment of share-based payment transactions.

IFRS 9 'Financial Instruments'

Amendments to IFRS 9 'Financial Instruments' -
Amendments regarding prepayment features
with negative compensation and modifications
of financial liabilities.

IFRS 4 'Insurance Contracts': Amendments
regarding the interaction of IFRS 4 and IFRS 9.

Amendments to IFRS 10 'Consolidated Financial
Statements' and IAS 28 'Investments in Associ-
ates and Joint Ventures' - Sale or contribution of
assets between an investor and its associate or
joint venture.

Amendments to IAS 28 'Investments in Associ-
ates and Joint Ventures' - Amendments regard-
ing long-term interests in associates and joint
ventures.

Amendments to IAS 19 'Employee Benefits' -
Plan Amendment, Curtailment or Settlement.

Amendments to IAS 40 'Investment Property":
Clarification on transfers of property to or from
investment property.

IFRIC 22 'Foreign Currency Transactions and
Advance Consideration': Provides guidance on
transactions where consideration against
non-monetary prepaid asset / deferred income
is denominated in foreign currency.

IFRIC 23 'Uncertainty over Income Tax Treat-
ments': Clarifies the accounting treatment in
relation to determination of taxable profit (tax
loss), tax bases, unused tax losses, unused tax
credits and tax rates, when there is uncertainty
over income tax treatments under |AS 12
'Income Taxes'.

forming part of the financial statements

Effective from accounting period
beginning on or after:

July 01, 2018

January 01, 2019

January 01, 2018

July 01, 2018

January 01, 2019

An entity choosing to apply the overlay
approach retrospectively to qualifying financial
assets does so when it first applies IFRS 9. An
entity choosing to apply the deferral approach
does so for annual periods beginning on or after
1 January 2018.

Effective from accounting period beginning on
or after a date to be determined. Earlier applica-
tion is permitted.

January 01, 2019

January 01, 2019

January 01, 2018

January 01, 2018

January 01, 2019

Certain annual improvements have also been made to a number of IFRSs which are also not expected to have mate-

rial impact on financial reporting of the Fund.

IFRS 9 'Financial Instruments' Impact Assessment

"IFRS 9 'Financial Instruments' was issued on July 24, 2017. This standard is adopted locally by the Securities and
Exchange Commission of Pakistan and is effective from accounting periods beginning on or after July 1, 2018.
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3.2.2.1 Key requirements of IFRS 9 are as follows;
Classification and measurement of financial assets

- All recognized financial assets that are within the scope of IFRS9 are required to be subsequently measured at
amortised cost or fair value.

- Debt investments that are held within a business model whose objective is to collect the contractual cash flows
that are solely payments of principal and interest on the principal outstanding are generally measured at amor-
tised cost at the end of subsequent accounting periods.

- Debt instruments that are held within a business model whose objective is achieved both by collecting contrac-
tual cash flows and selling financial assets, and that have contractual terms that give rise on specified dates to
cash flows that are solely payments of principal and interest on the principal amount outstanding are generally
measured at fair value through other comprehensive income "FVTOCI".

- All other debt investments and equity investments are measured at their fair value at the end of subsequent
accounting periods.

- In addition, under IFRS 9, entities may make an irrevocable election to present subsequent changes in the fair
value of an equity investment (that is not held for trading) in other comprehensive income, with only dividend
income generally recognized in profit or loss.

Classification and measurement of financial liabilities

With regard to the measurement of financial liabilities designated as at fair value through profit or loss, IFRS 9
requires as follows;

- The amount of change in the fair value of a financial liability that is attributable to changes in the credit risk of
that liability is presented in other comprehensive income, unless the recognition of such changes in other
comprehensive income would create or enlarge an accounting mismatch in profit or loss.

- Changes in fair value attributable to a financial liability's credit risk are not subsequently reclassified to profit or
loss. Under IAS 39, the entire amount of the change in the fair value of the financial liability designated as fair
value through profit or loss is presented in profit or loss.

Impairment of financial assets

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

SECP through its SCD/AMCW/RS/MUFAP/2017-148 dated November 21, 2017 have deferred the applicability of
above provision requirements in relation to debt securities for mutual funds.

3.2.2.2 Impact assessment
Based on the analysis of Fund's financial assets and liabilities as at June 30, 2018 considering facts and circumstanc-
es that exists at that date, the Management Company have assessed the impact of IFRS 9 to the Fund's financial

statements as follows;

Listed equity securities classified as financial assets at fair value through profit or loss - held for trading will be
classified as measured at fair value through profit or loss upon application of IFRS 9.

Other financial assets and financial liabilities at amortised cost will continue to be subsequently measured at amor-
tised cost upon application of IFRS 9.

3.23 Other than the aforesaid standards, interpretations and amendments, the International Accounting Standards

Board (IASB) has also issued the following standards which have not been adopted locally by the Securities and
Exchange Commission of Pakistan:
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4.2

4.2.1

42.1.1

4.2.1.2

- IFRS 1 — First Time Adoption of International Financial Reporting Standards
- IFRS 14 — Regulatory Deferral Accounts
- IFRS 17 — Insurance Contracts

Change in policy in relation to preparation of income statement and statement of comprehensive income

International Accounting Standard (IAS) 1 Presentation of Financial Statements allows an entity to prepare either
two performance statements i.e. income statement and statement of comprehensive income, or one performance
statement only i.e. income statement and statement of comprehensive income (showing both items of income or
loss for the period and items of other comprehensive income). The Fund, with effect from July 01, 2017, has
changed its policy with regard to preparation of income statement and other comprehensive income and opted to
prepare two separate performance statements i.e. "income statement" and "statement of comprehensive
income" showing separately both income or loss for the year and items of other comprehensive income in separate
statements.

This change has no impact on the items of income or loss or other comprehensive income recognized in prior year
except that items of other comprehensive income previously presented under ‘income statement and other
comprehensive income’ in single statement are now presented within 'income statement' and "statement of
comprehensive income' separately.

SIGNIFICANT ACCOUNTING POLICIES

Cash and cash equivalent

Cash and cash equivalents comprise balances with banks and short-term highly liquid investments with original
maturities of three months or less. Cash and cash equivalents are carried in the statement of assets and liabilities
at cost.

Financial instruments

Financial assets

Classification

The management determines the appropriate classification of its financial assets in accordance with the require-
ments of International Accounting Standard 39 (IAS 39), "Financial Instruments: Recognition and Measurement" at
the time of purchase of financial assets and re-evaluates this classification on a regular basis. The classification
depends upon the purpose for which the financial assets are acquired. The financial assets of the Fund are current-
ly categorised as follows:

a) Investments at fair value through profit or loss - held-for-trading

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

a) Loans and receivables

These are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market. Currently, the Fund does not hold any financial assets catagorised as 'loans and receivables'.

c) Available for sale

These are those non-derivative financial assets that are designated as available for sale or are not classified as
(a) loans and receivables (b) held-to-maturity investments, or (c) financial assets at fair value through profit or
loss held-for-trading. These are intended to be held for an indefinite period of time which may be sold in
response to the needs for liquidity or change in price. Currently, the Fund does not hold any financial assets
catagorised as 'available for sale'.

Regular way contracts

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

All financial assets are initially recognised at cost, being the fair value of the consideration given including the trans-
action cost associated with the acquisition, except in case of "financial assets at fair value through profit or loss -
held-for-trading", in which case the transaction costs are charged off to the income statement.

4.2.1.4 Subsequent measurement
a) Financial assets 'at fair value through profit or loss - held-for-trading' and 'available-for-sale’

Subsequent to initial measurement, financial assets 'at fair value through profit or loss - held-for-trading' and
‘available -for -sale' are valued as follows:

Basis of valuation of equity securities

The investment of the Fund in equity securities is valued on the basis of closing quoted market prices available
at the stock exchange. A security listed on the stock exchange for which no sale is reported on the reporting date
is valued at its last sale price on the next preceding date on which such exchange is open and if no sale is report-
ed for such date the security is valued at an amount neither higher than the closing ask price nor lower than the
closing bid price.

Net gains and losses arising on changes in the fair value of financial assets carried 'at fair value through profit or
loss - held-for-trading' are taken to the Income Statement.

Net gains and losses arising from changes in fair value of 'available for sale' financial assets are recognised as
'other comprehensive income' in the Income Statement until these are derecognised or impaired. At this time,
the cumulative gain or loss previously recognised as 'other comprehensive income' is transferred to income
before taxation as capital gain / (loss).

b) Loans and receivables

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

Gains or losses are also recognised in the income statement when financial assets carried at amortised cost are
derecognised or impaired.

4.2.1.5 Impairment
The Management Company assesses at each reporting date whether there is objective evidence that the Fund’s
financial assets or a group of financial assets are impaired. If any such indication exists, the recoverable amount of
such assets is estimated. An impairment loss is recognised whenever the carrying value of an asset exceeds its
recoverable amount.
For financial assets classified as 'loans and receivables', a provision for impairment is established when there is
objective evidence that the Fund will not be able to collect all amounts due according to the original terms. The
provision against these amounts is made as per the provisioning policy duly formulated and approved by the Board
of Directors of the Management Company in accordance with the requirements of the SECP.

4.2.1.6 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.

4.2.2 Financial liabilities

All financial liabilities are recognised at the time when the Fund becomes a party to the contractual provisions of
the instrument. These are initially recognised at fair value and subsequently stated at amortised cost.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expired.
4.2.3 Offsetting of financial assets and 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.
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4.3

4.4

4.5

4.6

4.7

Provisions

Provisions are recognized 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 amount of obligation can be made. Provisions are regularly reviewed and adjusted to
reflect the current best estimate.

Taxation

The income of the Fund is exempt from income tax under clause 99 of Part | of the Second Schedule to the Income
Tax Ordinance, 2001 subject to the condition that not less than ninety percent of its accounting income for the year,
as reduced by capital gains, whether realised or unrealised, is distributed in cash to the unit holders.

'The Fund is also exempt from the Provisions of Section 113 (minimum tax) and section 113C (Alternative Corporate
Tax) under clause 11A of Part IV of the Second Schedule to the Income Tax Ordinance, 2001.

The Fund does not account for deferred tax in these financial statements as the Fund intends to continue availing
the tax exemption in future years by distributing in cash at least ninety percent of its accounting income for the year
as reduced by capital gains, whether realised or unrealised, to its unit holders.

Proposed distributions

Distributions declared subsequent to the reporting date are considered as non-adjusting events and are recognized
in the financial statements in the period in which such distributions are declared.

Issue and redemption of units

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

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

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

An equalization account called the 'element of income / (loss) and capital gains / (losses) included in prices of units
issued less those in units redeemed' is created, in order to prevent the dilution of per unit income and distribution
of income already paid out on redemption.

The element of income and capital gains included in the prices of units issued less those in units redeemed to the
extent that it is represented by distributable income earned during the year is recognized in the income statement
and statement of comprehensive income and the element of income and capital gains represented by distributable
income carried forward from prior periods is included in the "Statement of Movement in Unitholders’ Fund".

Amendment in the NBFC Regulations subsequent to the year end

The Securities and Exchange Commission of Pakistan through its SRO 756(1)/2017 dated August 3, 2017 has made
certain amendments in the NBFC Regulations. The notification includes a definition and explanation relating to
"element of income" and excludes the element of income from the expression "accounting income" as described
in Regulation 63 (amount distributable to unit holders) of the NBFC Regulations. As per the notification, element of
income represents the difference between net assets 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 revised regulations also specify that element of income is a transaction of capital nature and the receipt and
payment of element of income shall be 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 will be refunded on units in the same proportion as dividend bears to accounting income
available for distribution. Furthermore, the revised regulations also require certain additional disclosures with
respect to 'Income Statement' and 'Statement of Movement in Unit Holders' Fund', whereas disclosure with
respect to 'Distribution Statement' has been deleted in the revised regulations.
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Previously, an equalization account called the 'element of income / (loss) and capital gains / (losses) included in
prices of units issued less those in units redeemed' was created, in order to prevent the dilution of per unit income
and distribution of income already paid out on redemption. The net element of income / (loss) and capital gains /
(losses) relating to units issued and redeemed during the accounting period which pertained to unrealised
appreciation / (diminution) held in the Unit Holder's Fund was recorded in a separate account and any amount
remaining in this reserve account at the end of the accounting period (whether gain or loss) was included in the
amount available for distribution to the unitholders. The remaining portion of the net element of income / (loss)
and capital gains / (losses) relating to units issued and redeemed during an accounting period was recognized in the
Income Statement.

As required by IAS 8: 'Accounting Policies, Changes in Accounting Estimates and Errors', a change in accounting
policy requires retrospective application as if that policy had always been applied. However, the Management
Company has applied the above changes in accounting policy, including the additional disclosures requirements in
the 'Income Statement' and 'Statement of Movement in Unit Holders' Fund', prospectively from July 1, 2017 as
required by SECP vide its email dated February 8, 2017. Accordingly, corresponding figures have not been restated.
The ‘Distribution Statement’ for the comparative period has not been presented as it has been deleted as a result
of the amendments made in the NBFC Regulations the aforementioned SRO issued by the SECP.

Had the element of loss been recognized as per the previous accounting policy, the income of the Fund would have
been lower by Rs 16.206 million. However, the change in accounting policy does not have any impact on the 'Cash
flow Statement', the 'net assets attributable to the unit holders' and 'net asset value per unit' as shown in the
'Statement of Assets and Liabilities' and 'Statement of Movement in Unit Holders' Fund'. The change has resulted
in inclusion of certain additional disclosures / new presentation requirements in the 'Income Statement' and 'State-
ment of Movement in Unit Holders' Fund which have been incorporated in these statements.

4.8 Net assets 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 asset of the Fund by the number of units in issue at the year end.

4.9 Revenue recognition

- realised capital gains/ (losses) arising on sale of investments are included in the income statement on the date
at which the transaction takes place.

- Unrealised gains / (losses) arising on re-measurement of investments classified as 'financial assets at fair value
through profit or loss' are included in the income statement in the period in which they arise.

- Dividend income from equity securities is recognized when the right to receive dividend is established.
- Profit on bank deposits is recognized on a time apportionment basis using effective interest method.
4.10 Expenses

All expenses including NAV based expenses (namely management fee, trustee fee, annual fee payable to the SECP,
and selling and marketing expense) are recognized in the Income Statement on an accrual basis.

2018 2017
5. BANK BALANCES Note ~ =eeemeeme- (Rupees in '000)----------
In savings accounts 5.1 100,379 46,292
In current account 9 -
100,388 46,292
5.1 These accounts carry mark-up at rates ranging between 4.5% and 7.5% (2017: 3.75% and 5.35%) per annum.
2018 2017
6. INVESTMENTS Note = - (Rupees in '000)----------
Financial assets 'at fair value through profit or loss' - held-for-trading
Listed equity securities 6.1 985,558 781,709
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Market

mmemmmmeemeeeneeemeeeeeeee--Number of shares----------eeeeroeemeeeeeee Market value as a Par value as a
value as at percentage of percentage of
Name of the Investee Company June 30, —————  issued capital of
As at Purfhases Bﬁ)nus/ sales As at 2018 Total Net the investee
1;2’117’ du:;:g:he ?;E::s during the year Ju:;f;;o’ (Rupees in'000) |nvestments  Assets company
OIL & GAS EXPLORATION COMPANIES
Mari Petroleum Company Limited 54,000 38,960 - 7,920 85,040 128,086 13.00 12.07 0.08
Oil and Gas Development Company Limited 462,900 732,000 - 439,900 755,000 117,493 11.92 11.07 0.02
Pakistan Oilfields Limited 160,345 75,800 - 57,900 178,245 119,743 12.15 11.29 0.08
Pakistan Petroleum Limited 290,000 632,100 - 318,800 603,300 129,649 13.15 12.22 0.03
967,245 1,478,860 - 824,520 1,621,585 494,971 50.22 46.65
OIL & GAS MARKETING COMPANIES
Attock Petroleum Limited 78,600 24,050 - 15,150 87,500 51,624 5.24 4.87 0.11
Hascol Petroleum Limited 124,000 220,460 - 167,900 176,560 55,397 5.62 5.22 0.15
Hascol Petroleum Limited - LOR - 38,760 38,760 - - - - -
Hi-tech Lubricants Limited - 15,000 - 15,000 - - - - -
Pakistan State Oil Company Limited 165,900 272,800 33,180 118,300 353,580 112,548 11.42 10.61 0.11
Shell Pakistan Limited 115,000 23,000 - 138,000 - - - - -
Sui Northern Gas Pipelines Limited 634,500 1,384,700 - 1,014,300 1,004,900 100,711 10.22 9.49 0.16
Sui Southern Gas Company Limited 265,000 1,550,000 - 750,000 1,065,000 34,953 3.55 3.29 0.12
1,383,000 3,528,770 33,180 2,257,410 2,687,540 355,233 36.04 33.48
POWER GENERATION & DISTRIBUTION
Hub Power Company Limited 608,500 666,200 - 585,000 689,700 63,563 6.45 5.99 0.06
K-Electric Limited 2,200,000 8,202,500 - 2,942,500 7,460,000 42,373 4.30 3.99 0.03
Kot Addu Power Company Limited 668,000 450,000 - 1,118,000 - - - - -
Nishat Chunian Power Limited - 425,000 - 425,000 - - - - -
3,476,500 9,743,700 - 5,070,500 8,149,700 105,936 10.75 9.98
REFINERY
Attock Refinery Limited 100,000 152,000 - 191,500 60,500 13,026 1.32 1.23 0.07
National Refinery Limited 22,000 37,000 - 22,000 37,000 16,391 1.66 1.54 0.05
122,000 189,000 - 213,500 97,500 29,417 2.98 2.77
Total - As at June 30, 2018 5,948,745 14,940,330 33,180 8,365,930 12,556,325 985,557
Carrying value as at June 30, 2018 969,507

6.1.1 Shares with market value aggregating to Rs 89.67 million (2017: Rs 64.148 million) of the following companies have
been pledged with National Clearing Company of Pakistan Limited (NCCPL) as collateral against trading facility in
the Stock Exchange:

- 300,000 shares of Oil and Gas Development Company (2017: 200,000)
- 200,000 shares of Pakistan Petroleum Limited (2017: Nil)

6.1.2 These investments include gross bonus shares as per Fund’s entitlement declared by the investee companies.
Finance Act, 2014 has brought amendments in the Income Tax Ordinance, 2001 whereby the bonus shares received
by the shareholder are to be treated as income and a tax at the rate of 5% is to be applied on value of bonus shares
determined on the basis of day end price on the first day of closure of books. The tax is to be collected at source by
the investee company which shall be considered as final discharge of tax liability on such income. However, the
Management Company of the Fund jointly with other asset management companies and Mutual Fund Association
of Pakistan, has filed a petition in Honorable Sindh High Court to declare the amendments brought in Income Tax
Ordinance, 2001 with reference to tax on bonus shares for collective investment schemes as null and void and not
applicable on the funds based on the premise of exemption given to mutual funds under clause 99 of Part | of the
Second Schedule to the Income Tax Ordinance, 2001. The Honorable Sindh High Court has granted stay order till
the final outcome of the case. However, the investee company(s) has withheld the share equivalent to 5% of bonus
announcement of the Fund having aggregate fair market value of Rs. 0.528 million at June 30, 2018 (June 30, 2017:
Nil) and not yet deposited on CDC account of department of Income tax. Management is of the view that the
decision will be in the favor and accordingly has recorded the bonus shares on gross basis at fair value in its invest-
ments at period end.

2018 2017
—————————— (Rupees in '000)----------
7. DIVIDEND AND PROFIT RECEIVABLE
Dividend receivable 3,786 2,361
Profit receivable on bank deposits 880 227

4,666 2,588
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2018 2017
Note = ---mmme- (Rupees in '000)----------
8. DEPOSITS AND OTHER RECEIVABLES
Security deposits 2,800 2,800
Other receivables 76 14
2,876 2,814
9. PAYABLE TO THE MANAGEMENT COMPANY
Management fee 9.1 1,770 1,394
Sindh Sales Tax on Management Company's remuneration 9.2 230 181
Sales load payable - 11
Allocation of expenses related to registrar services,
accounting, operation and valuation services 9.3 88 70
Selling and marketing expenses 9.4 2,161 1,193
4,249 2,849
9.1 Under the provision of the offering document of the Fund, the Management Company is entitled to a remuneration

at the rate of 2% of the average annual net assets on daily basis of the Fund. The remuneration is paid to manage-
ment company monthly in arrears.

9.2 The Sindh Provincial Government has levied Sindh Sales Tax (SST) at the rate of 13 percent (2017: 13 percent) on
the remuneration of management company through Sindh Sales Tax on Services Act, 2011.

9.3 As per Regulation 60(3)(s) of the amended NBFC Regulations dated November 25, 2015, fee and expenses pertain-
ing to registrar services, accounting, operation and valuation services related to a Collective Investment Scheme
(CIS) are chargeable to the CIS, maximum upto 0.1 percent of the average annual net assets or the actual cost
whichever is lower. Accordingly, the Management Company has charged aforementioned expenses to the extent of
0.1% of the average annual net assets, being lower amount, to the Fund during the year.

9.4 SECP vide its circular No.SCD/PRDD/Circular/361/2016 dated December 30, 2016 prescribed certain conditions on
Asset Management Companies (AMCs) for charging of selling and marketing expenses to collective investment
schemes managed by them. According to said circular, the selling and marketing expenses have been allowed
initially for a period of three years (from January 01, 2017 till December 31, 2019) being chargeable to open end
equity, asset allocation and index funds. Maximum cap on the expenses has been set at 0.4% per annum of net
assets of fund or actual expenses, whichever being lower. The Fund has started accruing expense on this account
at 0.4% per annum of net assets of the Fund effective from March 21, 2017.

2018 2017
10. PAYABLE TO THE TRUSTEE Note @ = ----omoee- (Rupees in '000)----------
Trustee fee 10.1 193 337
CDS charges payable 1 1
194 338
10.1 The Trustee is entitled to a monthly remuneration for services rendered to the Fund under the provisions of the

Trust Deed as per the tariff specified therein, based on the daily net assets of the Fund. The fee is paid to the Trust-
ee monthly in arrears.

Based on the Trust Deed, the tariff structure applicable to the Fund with effect from June 25, 2013 is as follows:

Amount of Funds Under Management  Tariff per annum
[Average Net Assets Value (NAV)]

Upto Rupees 250 million Rs 0.7 million or 0.20% per annum of net assets value whichever is
higher

Rs 1,000 million and above Rs 2.0 million plus 0.10% per annum of net assets value exceeding Rs
1,000 million
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11.

111

12.

12.1

12.2

2018 2017
PAYABLE TO THE SECURITIES AND Note e (Rupees in '000)---n-----
EXCHANGE COMMISSION OF PAKISTAN
Annual fee 11.1 910 803

Under the provisions of the Non-Banking Finance Companies and Notified Entities Regulations, 2008, a collective
investment scheme categorised as an equity scheme is required to pay as annual fee to the Securities and
Exchange Commission of Pakistan, an amount equal to 0.095 percent of the average annual net assets of the
scheme. The fee is payable annually in arrears.

ACCRUED EXPENSES AND OTHER LIABILITIES 2018 2017
Note = - (Rupees in '000)----------
Federal excise duty and additional sales tax on remuneration
of the Management Company 121 13,920 13,920
Provision for Sindh Workers' Welfare Fund 12.2 4,985 4,985
Witholding Tax Payable 89 3,352
Auditors' remuneration 313 315
Brokerage 124 143
Zakat payable 199 194
Printing expenses 110 80
Others 1,972 1,972
21,712 24,961

As per the requirement 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 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
results 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 along-with Central Depository Company of Pakistan Limited with the
Sindh High Court (SHC) on September 04, 2013.

While disposing the above petition through order dated June 30, 2016, the SHC declared the said provisions to be
ultra vires and as a result no FED is payable with effect from July 01, 2011. 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.

The Finance act 2016 excluded the mutual funds from the levy of FED with effect from July 01, 2016. therefore, no
provision is charged during the year ending June 30, 2018 and June 30, 2017.

However, since the appeal is pending in Supreme Court of Pakistan, the Management Company has made a
provision on FED on remuneration of Management Company, aggregating to Rs. 13.92 million (June 30, 2017: 13.92
million). Had the provision not been made, the Net Asset Value per unit as at June 30, 2017 would have been higher
by Rs. 0.19 (June 30, 2017: Rs. 0.26 ) per unit.

Provision for Workers' Welfare Fund and Sindh Workers' Welfare Fund

The Finance Act 2008 introduced an amendment to the Workers' Welfare Fund Ordinance, 1971 (WWF Ordinance).
As a result of this amendment it may be construed that all Collective Investment Schemes (CISs) / mutual funds
whose income exceeds Rs. 0.5 million in a tax year, have been brought within the scope of the WWF Ordinance,
thus rendering them liable to pay contribution to WWF at the rate of two percent of their accounting or taxable
income, whichever is higher. In this regard, a constitutional petition has been filed by certain CISs through their
trustees in the Honourable High Court of Sindh, challenging the applicability of WWF to the CISs, which is pending
adjudication.

The Finance Act 2015 incorporated an amendment in WWF Ordinance by excluding CIS from the definition of
Industrial Establishment, and consequently CIS are no more liable to pay contribution to WWF with effect from July
1,2015."

Subsequently, the Ministry of Labour and Manpower (the Ministry) vide its letter dated July 15, 2010 clarified that
“Mutual Fund(s) is a product which is being managed / sold by the Asset Management Companies which are liable
to contribute towards Workers Welfare Fund under Section 4 of the WWF Ordinance. However, the income on
Mutual Fund(s), the product being sold, is exempted under the law ibid”.
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Further, the Secretary (Income Tax Policy) Federal Board of Revenue (FBR) issued a letter dated October 6, 2010 to
the Members (Domestic Operation) North and South FBR. In the letter, reference was made to the clarification
issued by the Ministry stating that mutual funds are a product and their income are exempted under the law ibid.
The Secretary (Income Tax Policy) Federal Board of Revenue directed that the Ministry’s letter may be circulated
amongst field formations for necessary action. Following the issuance of FBR Letter, show cause notice which were
issued by taxation office to certain mutual funds for payment of levy under WWF were withdrawn. However, the
Secretary (Income Tax Policy) Federal Board of Revenue vide letter January 4, 2011 cancelled ab-initio clarificatory
letter dated October 6, 2010 on applicability of WWF on mutual funds and issued show cause notices to certain
mutual funds for collecting WWEF. In respect of such show cause notices, certain mutual funds have been granted
stay by High Court of Sindh on the basis of the pending constitutional petition in the said court as referred above.

During the year ended June 30, 2013, the Larger Bench of the Sindh High Court (SHC) issued a judgment in response
to a petition in another similar case in which it is held that the amendments introduced in the WWF Ordinance
through Finance Acts, 2006 and 2008 do not suffer from any constitutional or legal infirmity.

During the year ended June 30, 2014, the Peshawar High Court on a petition filed by certain aggrieved parties
(other than the mutual funds) has adjudicated that the amendments introduced in the Workers Welfare Fund
Ordinance, 1971 through the Finance Acts of 1996 and 2009 lacks the essential mandate to be introduced and
passed through the money bill under the Constitution of Pakistan and hence have been declared as ultra vires the
Constitution."

However, the Supreme Court of Pakistan (SCP) passed a judgment on November 10, 2016, deciding that
amendments made through the Finance Acts through which WWF was levied are unlawful, as such are not in
nature of tax; therefore, it could not be introduced through the money bill. However, the Federal Board of Revenue
has filed a review petition in the SCP against the said judgment, which is pending for hearing in the SCP.

Further, the Government of Sindh also introduced levy of the Sindh Workers” Welfare Fund (SWWF) through the
Sindh Workers’ Welfare Act, 2014. The Mutual Fund Association of Pakistan, in the previous years based on opinion
obtained from the tax consultants, concluded that SWWEF is not applicable on mutual funds. MUFAP also wrote to
the Sindh Revenue Board (SRB) that mutual funds are not establishments and are pass through vehicles; therefore,
they do not have any worker and, as a result, no SWWF is payable by them. SRB responded that some funds are
included in definition of financial institutions in the Financial Institutions (Recovery of Finance) Ordinance, 2001,
SWWEF is payable by them. MUFAP has taken up the matter with the concerned ministry [Sindh Finance Ministry]
for appropriate resolution of the matter.

Considering the above developments, the Management Company assessed the position of the Fund with regard to
reversal of provision of WWF and recognition of provision of SWWF, and decided that:

- The Sindh Workers’ Welfare Fund (SWWF) should be recognized from July 01, 2014, and

- Provision computed for SWWF should be adjusted against provision of WWF, as the SCP declared WWF
unlawful. It was also decided that if any further provision is required, then it should be recognized in books of
the Fund. If provision of WWF is in excess of provision required for SWWF, the remaining provision of WWF
should be carried forward unless further clarification is received from the MUFAP.

As a result, the Management Company assessed that no further provision is required for SWWF and additional
provision of WWF should be carried forward till the matter is cleared.

In the wake of the aforesaid developments, the MUFAP called its Extraordinary General Meeting (EOGM) on
January 11, 2017, wherein the MUFAP recommended to its members that effective from January 12, 2017,
Workers' Welfare Fund (WWF) recognised earlier should be reversed in light of the decision made by the Supreme
Court of Pakistan; and Sindh Workers' Welfare Fund (SWWF) should be recognized effective from May 21, 2015.

MUFAP also communicated the above-mentioned decisions to the Securities and Exchange of Commission (SECP)
through its letter dated January 12, 2017, and the SECP through its letter dated February 01, 2017, advised that the
adjustment should be prospective and supported by adequate disclosures.

As a result of the above recommendations of the MUFAP, the Fund on January 12, 2017, reversed the provision of
WWF amounting to Rs. 28.085 million and started recognizing provision provision for SWWF.

As at June 30, 2018, the provision in relation to SWWF amounted to Rs. 4.985 million (2017: Rs. 4.985 million). Had
the provision not being made, the Net Asset Value per unit as at June 30, 2018 would have been higher by Rs. 0.07
(June 30, 2017: Rs. 0.094) per unit.

13. CONTINGENCIES AND COMMITMENTS

There are no contingencies and commitments outstanding as at June 30, 2018 and June 30, 2017
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2018 2017
14. NUMBER OF UNITS IN ISSUE Note e (RUPEES in '000)---rw-n-—-
Total units in issue at the beginning of the year 52,859,581 79,436,797
Units issued 41,334,332 31,752,589
Units redeemed (21,944,527) (58,329,805)
Total units in issue at the end of the year 72,249,386 52,859,581
15. AUDITORS' REMUNERATION
Annual statutory audit fee 238 240
Fee for half yearly review 127 115
Other certifications and out of pocket 78 136
443 491
16. TAXATION

No provision for taxation has been made as the Fund has incurred a net loss and as such is exempt from Income Tax
as per Clause 99 of Part | of the Second Schedule to the Income Tax Ordinance, 2001. The Fund is also exempt from
provision of Section 113 (minimum tax) under clause 11A of Part IV of Second Schedule to the Income Tax
Ordinance, 2001. Hence, no provision with respect to tax has been recognized in the income statement.

17. EARNINGS PER UNIT

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

18. FINANCIAL INSTRUMENTS BY CATEGORY ——eer——-As on June 30, 2018 -
Loans and At fair value
receivables thm::f rozgoﬁt Total
Assets (Rupees in '000)----------
Bank balances 100,388 - 100,388
Investments - 985,558 985,558
Dividend and profit receivable 4,666 - 4,666
105,054 985,558 1,090,612

-==----------As on June 30, 2018 ------------

At fair value Other
. financial
through profit  jgpjjlities foral
or loss

Liabilittes (Rupees in '000)---------
Payable to the Management Company - 4,019 4,019
Payable to Trustee - 171 171
Accrued expenses and other liabilities - 2,519 2,519
Unclaimed dividend - 5,394 5,394
Unit holders' fund - 1,061,029 1,061,029
- 1,073,132 1,073,132

------------- As on June 30, 2017 ------------
At fair value
Loans and .
. through profit Total
receivables
or loss

Assets (Rupees in '000)----------
Bank balances 46,292 - 46,292
Investments - 781,709 781,709
Dividend and profit receivable 2,588 - 2,588
48,880 781,709 830,589
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19.

19.1

----——------As on June 30, 2017 ------------

At fair value ﬁg:ggl Total
thfogrglglsf’srom liabilities

Liabilites (Rupees in '000)----------
Payable to the Management Company - 2,667 2,667
Payable to Trustee - 298 298
Accrued expenses and other liabilities - 2,510 2,510
Unclaimed dividend - 8,712 8,712
Payable against redemption of units - 946 946
Unit holders' fund - 794,794 794,794

- 810,110 810,110

TRANSACTIONS AND BALANCES WITH CONNECTED PERSONS / RELATED PARTIES

Connected persons include HBL Asset Management Limited being the Management Company, Habib Bank Limited
being the Sponsor, Central Depository Company of Pakistan Limited, being the Trustee of the Fund, other collective
investment schemes managed by the Management Company, directors and officers of the Management Company,
directors of connected persons and persons having 10% or more beneficial ownership of the units of the Fund.

Transactions with connected persons are in the normal course of business, at contracted rates and terms deter-
mined in accordance with market rates.

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

Details of the transactions with connected persons and balances with them, if not disclosed elsewhere in the finan-
cial information are as follows:

Transactions during the year

HBL Asset Management Limited - Management Company

Remuneration of the Management Company 19,166 16,896
Sindh Sales Tax on remuneration of the Management Company 2,492 2,196
Allocation of expenses related to registrar services,

accounting, operation and valuation services 958 812
Selling and marketing costs 3,833 1,193
Issue of 2,100,220 units (2017: Nil units) 32,000
Redemption of 8,283,377 units (2017: Nil units) 120,000 -

Central Depository Company of Pakistan Limited - Trustee

Trustee fee 2,114 1,909
Central Depository System charges 83 64

Habib Bank Limited - Sponsor

Bank charges 2 1
Issue of 21,162,742 units ( 2017: Nil units) 300,000 -

HBL Multi Asset Fund

Purchase of 5,108 shares of Mari Gas Petrolium (2017: nil shares) 7,504 -
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Directors and Executives of the Management Company

Issue of 163,538 units (2017: 181,184 units) 2,400 2,593
Redemption of 26,639 units (2017: Nil units) 404 -
Dividend - 106
19.2 Amount outstanding as at year end Management Company

Management fee payable 1,770 1,394
Sindh Sales Tax on Management Company's remuneration 230 181
Sales load payable - 11
Allocation of expenses related to registrar services,

accounting, operation and valuation services 88 70
Selling and marketing expenses 2,161 1,193
Outstanding 3,819,668 units (2017: 10,002,825 units) 53,446 150,401

NIB Bank Limited - Connected person due to
holding more than 10% units

Bank balances 14,792 46,253
Profit receivable on bank deposits 470 225
Outstanding 6,468,401 units (2017: 6,468,401 units) 94,993 97,258

Habib Bank Limited

Bank Balance 1,027 20
Outstanding 21,162,742 units (2017: Nil units) 310,790 -

Central Depository Company of Pakistan Limited - Trustee

Trustee fee payable 193 337
Security deposit 300 300
CDS charges payable 1 1

Directors and Executives of the Management Company

Outstanding 320,261 units (2017: 183,362 units) 4,703 2,757

20. FINANCIAL RISK MANAGEMENT
The Board of Directors of the Management Company has overall responsibility for the establishment and oversight
of the Fund's risk management framework. The Board is also responsible for developing and monitoring the Fund's
risk management policies.
The Fund's risk management policies are established to identify and analyze the risks faced by the Fund, to set
appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and
systems are reviewed regularly to reflect changes in market conditions and the Fund's activities.
The Fund's activities expose it to a variety of financial risks: market risk, credit risk and liquidity risk.

20.1 Market risk

Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate as a result
of changes in market prices.
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The Management Company manages market risk by monitoring exposure in marketable securities by following the
internal risk management policies and investment guidelines approved by the Investment Committee of the Fund
and the regulations laid down by the Securities and Exchange Commission of Pakistan.

Market risk comprises of three types of risk; currency risk, interest rate risk and other price risk.
20.1.1 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, at present, is not exposed to currency risk as all transactions are
carried out in Pakistani Rupees.

20.1.2 Interest rate risk

Interest 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 interest rates.

a) Cash flow interest rate risk

The Fund's interest rate risk arises from the balances in savings accounts. The net income for the period would
have increased / (decreased) by Rs. 1 million (2017: Rs 0.46 million), had the interest rates on savings accounts
with banks increased / (decreased) by 100 basis points.

b) Fair value interest rate risk

Since the Fund currently does not have any fixed rate instruments that are impacted by market interest rates,
therefore, it is not exposed to fair value interest rate risk.

20.1.3 Price risk

Price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of chang-
es in market prices (other than those arising from interest 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 is exposed to equity price risk because of investments held by the Fund in listed equity securities classi-
fied on the Statement of Assets and Liabilities as 'financial assets at fair value through profit or loss'. To manage its
price risk arising from investments in equity securities, the Fund diversifies its portfolio within eligible stocks. The
Fund's constitutive document / NBFC Regulations, 2008 also limit individual equity securities to no more than 20%
of net assets of the Fund, or issued capital of the investee company.

In case of 5% increase / decrease in price of all shares held by Fund at the year end, net income for the year would
increase / decrease by Rs 49.278 million (2017: Rs 39.085 million) and net assets of the Fund would increase /
decrease by the same amount as a result of gains / losses on equity securities at fair value through profit or loss.

20.2 Credit risk

Credit risk represents the risk of a loss if the counter parties fail to perform as contracted. The Fund's credit risk
mainly arises from deposits with banks and financial institutions and credit exposure arising as a result of dividend
receivable on equity securities.

Management of credit risk

For banks and financial institutions, the Fund keeps deposits with reputed institutions. Credit risk on account of
dividend receivable is minimal due to the statutory protections. All transactions in listed securities are settled / paid
for upon delivery using the system of National Clearing Company of Pakistan Limited. The risk of default in these
transactions is considered minimal due to inherent systematic measures taken therein. The Fund's policy is to
enter into financial contracts in accordance with the investment guidelines approved by the Investment Commit-
tee, its Trust Deed and the requirements of the NBFC rules and the regulations and the guidelines given by the SECP
from time to time.

The analysis below summarises the credit quality of the balances in deposit accounts with Banks with which the
Fund has kept such balances as at June 30, 2018:
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Balance as at

Latest available

Name of bank June 30, 2018 published rating as Rating agency
atJune 30,2018
Current account (Rupees in '000)
Habib Bank Limited 9 AAA JCR-VIS
Savings accounts
JS Bank Limited 84,541 AA- PACRA
NIB Bank Limited 14,792 AA- PACRA
Soneri Bank Limited 19 AA- PACRA
Habib Bank Limited 1,027 AAA JCR-VIS
100,388
Balance as at Latest available
Name of bank June 30, 2017 published rating as Rating agency
atJune 30,2018
(Rupees in '000)
Savings accounts
NIB Bank Limited 46,253 AA- PACRA
Soneri Bank Limited 19 AA- PACRA
Habib Bank Limited 20 AAA JCR-VIS
46,292

The maximum exposure to credit risk before considering any collateral as at June 30, 2018 and June 30, 2017 is the
carrying amount of the financial assets. Investments in equity securities, however, are not exposed to credit risk.
None of these assets are 'impaired' nor 'past due but not impaired'.

Concentration of credit risk

Concentration of credit risk arises when a number of financial instruments or contracts are entered into with the
same counterparty, or where a number of counterparties are engaged in similar business activities, or activities in
the same geographic region, or have similar economic features that would cause their ability to meet contractual
obligations to be similarly affected by changes in economic, political or other conditions. The Fund's portfolio of
financial assets is broadly diversified and transactions are entered into with diverse credit worthy counterparties
thereby mitigating any significant concentration of credit risk.

The Fund's major bank balance is held with three Banks. Management believes that these banks are reputed
institutions.

20.3 Liquidity risk

Liquidity risk is the risk that the Fund may not be able to generate sufficient cash resources to settle its obligations
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 cash redemptions, if any, at the option of unit holders. The Fund's approach to manag-
ing 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, without incurring unacceptable losses or risking damage to
the Fund's reputation. Its 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.

The Fund has the ability to borrow in the short term to ensure settlement. The maximum amount available to the
Fund from the borrowing would be limited to fifteen percent of the total net asset value of the Fund at the time of
borrowing and shall be repayable within 90 days. The facility would bear interest at commercial rates and would be
secured against the assets of the Fund. The Fund has entered into an agreement for securing committed credit line
for redemption purposes (refer note 28).

In order to manage the Fund's overall liquidity, the Fund also has the ability to 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. However, no such instances were
witnessed by the Fund during the current year .
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As at June 30, 2018
Total Upto three  More then three More then
months monthsand one year

upto one year

Liabilities ( excluding Unit Holders' Fund )

Payable to the Management Company 4,019 4,019 - -
Payable to Trustee 171 171 - -
Accrued expenses and other liabilities 2,519 2,519 - -
Unclaimed dividend 5,394 5,394 - -
12,103 12,103 - -
Unit Holders' Fund 1,061,029 1,061,029 - -
As at June 30, 2017
Total Upto three  More then three More then
months monthsand one year

upto one year

Liabilities ( excluding Unit Holders' Fund )

Payable to the Management Company 2,667 2,667 - -
Payable to Trustee 298 298 - -
Accrued expenses and other liabilities 2,510 2,510 - -
Payable against redemption of units 946 946 - -
Unclaimed dividend 8,712 8,712 - -

15,133 15,133 - -
Unit Holders' Fund 794,794 794,794 - -

21. FAIR VALUE AND CATEGORIES 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. 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.

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 reporting date. The quoted market price 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.

The Fund classifies 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:

- Fair value measurements using quoted prices (unadjusted) in active markets for identical assets or liabilities
(level 1);

- Fair value measurements using 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) (level 2); and

- Fair value measurements using Inputs for assets or liability that are not based on observable market data (i.e.
unobservable inputs) (level 3).
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June 30, 2018

Carrying amount Fair Value
Fair value Loans and Other Total Levell Level2 Level3 Total
Note through profit 1o cejyaples financial
or loss - held assets /
for trading liabilities
—————————— (Rupees in '000)----------
On-balance sheet financial instruments
Financial assets measured at fair value
Investments in listed securities
- Listed Securities 6 985,558 - - 985,558 985,558 - - 985,558
985,558 - - 985,558 _ 985,558 - - 985,558
Financial assets not measured at fair value 21.1
Bank balances - 100,379 - 100,379 - - - -
Dividend and profit receivable - 4,666 4,666 - - - -
- 105,045 - 105,045 - - - -
Financial liabilities not measured at fair value
Payable to the Management Company - - 4,019 4,019 - - - -
Payable to the Trustee - - 171 171 - - - -
Accrued expenses and other liabilities - - 2,519 2,519 - - - -
Unclaimed dividend - - 5,394 5,394 - - - -
Unit Holders' Fund - - 1,061,029 1,061,029 - - - -
- - 1,073,132 1,073,132 - - - -
June 30, 2017
Carrying amount Fair Value
Fair value Loans and Other Total Levell Level2 Level3  Total
Note through profit ¢ caivables financial
or loss - held assets /
On-balance sheet financial instruments for trading liabilities
Financial assets measured at fair value
Investments in listed securities
- Listed Securities 6 781,709 - - 781,709 781,709 - - 781,709
781,709 - - 781,709 781,709 - - 781,709
Financial assets not measured at fair value 21.1
Bank balances - 46,292 - 46,292 - - - -
Dividend and profit receivable - 2,588 2,588 - - - -
- 48,880 - 48,880 - - - -
Financial liabilities not measured at fair value
Payable to the Management Company - - 2,667 2,667 - - - -
Payable to the Trustee - - 298 298 - - - -
Accrued expenses and other liabilities - - 2,510 2,510 - - - -
Payable against redemption of units - - 946 946 - - - -
Unclaimed dividend - - 8,712 8,712 - - - -
Unit Holders' Fund - - 794,794 794,794 - - - -
- - 809,927 809,927 - - - -
21.1 The Fund has not disclosed the fair values for these financial assets and financial liabilities, as these are either short
term in nature or repriced periodically. Therefore, their carrying amounts are reasonable approximation of fair
value.
21.2 Valuation techniques

For level 1 investments at fair value through profit or loss - held for trading investment in respect of quoted shares,
Fund uses rates in respect of quoted shares. Fund uses daily quotation shares which are taken from Pakistan Stock
Exchange Limited at reporting date.

21.3 Transfers during the year
There were no transfers between various levels of fair value hierarchy during the year.

22. UNIT HOLDERS' FUND RISK MANAGEMENT
The unit holders' fund is represented by redeemable units. These units are entitled to distributions and to payment
of a proportionate share, based on the Fund's net asset value per unit on the redemption date. The relevant move-
ments are shown in the Statement of Movement in Unit Holders' Fund. The Fund has no restrictions on the

subscription and redemption of units except for maintaining minimum fund size of Rs.100 million at all times. The
Fund has maintained and complied with the requirements of minimum fund size during the year.
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HBL Energy Fund

Cash Flow Statement
For the year ended June 30, 2018

The Fund's objectives when managing unit holders' fund are to safeguard its ability to continue as a going concern
so that it can continue to provide returns to unit holders and to maintain a strong base of assets under manage-
ment.

In accordance with the risk management policies stated in note 21, the Fund endeavors to invest the subscriptions
received in appropriate investments while maintaining sufficient liquidity to meet redemption requests, which
would be augmented by short-term borrowings or disposal of investments where necessary.

23. LIST OF TOP TEN BROKERS / DEALERS BY PERCENTAGE OF COMMISSION PAID
Top ten brokers during the year ended June 30, 2018

Next Capital Limited

EFG Hermes Pakistan Limited
Intermarket Securities Ltd.
Insight Securities (Pvt) Ltd

BIPL Securities Ltd

Taurus Securities Ltd.

DJM Securities (Pvt) Ltd

AL Falah Securities (Pvt) Ltd.
Foundation Securities (Pvt) Ltd.
10 Aba Ali Habib Securities (Pvt) Ltd

O 00 N o . b W N B

Top ten brokers during the year ended June 30, 2017
Taurus Securities Ltd.

Next Capital Limited

Global Securities Pakistan Ltd.

WE Financial Services Ltd

IGI Finex Securities Limited

DJM Securities (Pvt) Ltd

Moonaco Securities (Private) Ltd.
BMA Capital Management Limited
Elixir Securities Pakistan (Pvt) Ltd
Shajar Capital Pakistan (Pvt) Ltd

© 00 N O U1 A W N B

[EnY
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24. PARTICULARS OF THE INVESTMENT COMMITTEE AND THE FUND MANAGER

Details of members of the investment committee of the Fund as on June 30, 2018 are as follows:

S.no. Name Designation Qualification Experience in years
1 Farid Ahmed Khan Chief Executive Officer CFA, MBA 25+

2 Muhammad Imran Chief Investment Officer MBA (Finance) 18+

3 Jawad Naeem Specialist - Equity CFA Level 1, MBA 10+

4 Adeel Abdul Wahab Specialist - Equity ACCA 10+

5 Noman Ameer Manager Risk MBA (Finance) 11+

6 Sateesh Balani Head of Research CFA, MBA 7+
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Notes to and forming part of the financial statements
For the year ended June 30, 2018

25. PATTERN OF UNIT HOLDING

Pattern of unit holding as at June 30, 2018 is as follows:

Number of Number of Investment

Category unit holders units held amount Percentage
Individuals 4,749 26,084,552 383,069 36.10%
Associated Companies and Directors 2 4,137,675 60,764 5.73%
Insurance Companies 3 286,219 4,203 0.40%
Banks and DFls 3 27,632,461 405,801 38.25%
Retirement Funds 14 7,120,374 104,567 9.86%
Other Corporate 29 4,621,398 67,868 6.40%
NBFCs 1 1,581 24 0.00%
Trust 5 2,365,125 34,733 3.27%

4,806 72,249,385 1,061,029 100.00%

Pattern of unit holding as at June 30, 2017 is as follows:

Number of Number of Investment

Category unit holders units held amount Percentage
Individuals 4,846 28,318,186 425,789 53.57%
Associated Companies and Directors 1 10,183,933 153,125 19.27%
Insurance Companies 2 162,074 2,438 0.31%
Banks and DFls 1 6,567,897 98,755 12.43%
Retirement Funds 13 3,383,058 50,868 6.40%
Other Corporate 25 3,183,532 47,867 6.02%
NBFCs 1 1,581 24 0.00%
Trust 7 1,059,320 15,928 2.00%

4,896 52,859,581 794,794 100.00%

26. ATTENDANCE AT MEETINGS OF BOARD OF DIRECTORS

Five meetings of the Board of Directors were held on August 25, 2017, October 27, 2017, November 23, 2017,
February 26, 2018 and April 23, 2018 respectively. Information in respect of the attendance by the Directors in the
meetings is given below:

S.N Name of Director Number of meetings Meetings not attended
.No. ame of Directo Held Attended Leave eetings not attende

Mr. Agha Sher Shah1

Mr. Farid Ahmed Khan

Ms. Ava A. Cowasjee

Mr. Rayomond H. Kotwal

Mr. Rizwan Haider

Mr. Shabbir Hussain Hashmi 2
Mr. Shahid Ghaffar 3

Mr. Nadeem Abdullah 4
Mr.Towfiqg Habib Chinoy 5
Mr.Salahuddin Manzoor 6

November 23, 2017 & April 23, 2018
October 27,2017

February 26,2018

SwoNoubwNe

WWANRUOOUUON

WWhRRMAOWON
R = N

Appointed on November 23, 2017.
Appointed on February 26, 2018.
Appointed on December 04, 2017.
Resigned on February 26, 2018.
Resigned on November 23, 2017.
Resigned on November 30, 2017.

OB WNBE
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HBL Energy Fund

Cash Flow Statement
For the year ended June 30, 2018

27. TOTAL EXPENSE RATIO
In accordance with the directive 23 of 2016 dated July 20, 2016 issued by the Securities and Exchange Commission
of Pakistan, the total expense ratio of the Fund for the year ended June 30, 2018 is 3.53% (2017: 3.57%) which
includes 0.43% (2017: 0.82%) representing government levy and SECP fee.

28. DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorized for issue on August 31, 2018 by the Board of Directors of the
Management Company.

29. CORRESPONDING FIGURES
Corresponding figures have been rearranged or reclassified, where necessary, for the purpose of better
presentation. No significant rearrangement or reclassification was made in these financial statements during the
current year.

30. GENERAL

Figures have been rounded off to the nearest thousand Rupees.

For HBL Asset Management Limited
(Management Company)

Chief Financial Officer Chief Executive Officer Director
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NAME OF FUND IHBL Equity Fund

NAME OF TRUSTEE Centeral Depository Company of Pakistan Limited
NAME OF AUDITORS Deloitte Yousuf Adil, Chartered Accountants.
NAME OF BANKERS MCB Bank Limited

Soneri Bank Limited

JS Bank Limited
Habib Bank Limited
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FUND MANAGER’S REPORT —

As at June 30, 2018

Type and Category of Fund
Open end Equity Fund
Investment Objective and Accomplishment of Objective

The fund objective is to provide its investors maximum risk adjusted returns over longer investment horizon by investing in a
diversified equity portfolio that offers both capital gains and dividend income.

Benchmark and Performance Comparison with Benchmark
The Fund’s benchmark is KSE 100 Index.

The comparison of the fund return with benchmark is given below:

Month Benchmark Return of Fund HESFE vu Banchmurk
Jun -18 -2.18% -1.26% i ==l .

May -18 -5.81% -4.15%

Apr -18 -0.16% -0.21% .

Mar - 18 5.37% 4.90%

Feb -18 -1.84% -1.99% s

Jan -18 8.84% 8.48% )

Dec -17 1.15% 0.23%

Nov -17 0.99% 1.77% ol

Oct -17 -6.58% -6.00%

Sep -17 2.92% 1.46% 1.

Aug -17 -10.44% -11.44% = K ¥ R ¥ & ¥ 2 F OE 2 8
Jul -17 1.19% 2.34% + 4 ¥ 5 3 &5 & 2 2 R 3 8

Strategies and Policies employed during the Year

During the year under review, the Fund reduced its exposure in equity from 88% of total assets as on June 30, 2017 to 85% of
total assets as on June 2018. Furthermore, sector wise allocation was continuously reviewed and revisited throughout the
year to ensure optimum return to the investors. Accordingly, exposure in Oil & Gas Marketing, Engineering and Cements was
reduced; however exposure in Fertilizers, Commercial Banks, Oil & Gas Exploration and Power Generation & Distribution was

increased.

Asset Allocation

s Afocaliom June 2018 szt &lzicafion Jurme JETT

-
&

LE ot

e

FEi
B 4T Lagmada
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Significant Changes in Asset Allocation during the Year

Following table shows comparison of sector wise allocation of equity investments of Fund as on June 30, 2017 and June 30,
2018:

Sector Name As on Jun As onJun

2018 2017
Cash 14.17% 10.84%
Others Including Receivables 1.14% 0.80%
Commercial Banks 24.06% 14.99%
Oil & Gas Exploration Companies 20.28% 12.10%
Fertilizer 10.60% 4.34%
Oil & Gas Marketing Companies 6.39% 9.80%
Power Generation & Distribution 4.48% 4.98%
Others 18.88% 42.16%
Total 100.00% 100.00%

Fund Performance

The Fund incurred a total and net loss of Rs. 35.13 million and Rs. 47.93 million respectively during the year ended June 30,
2018. The ex-dividend Net Asset Value (NAV) per unit of the Fund was Rs. 124.6444 per unit as on June 30, 2017. The NAV of
the Fund was Rs. 110.4602 per unit as on June 30, 2018, thereby giving a negative return of 11.38%. During the same year the
benchmark KSE 100 index yielded a negative return of 10.00%.The size of Fund was Rs. 0.29 billion as on June 30, 2018.

Review of Market invested in

Pakistan Equities witnessed a topsy-turvy ride during outgoing year with disappointing foreign flows (after MSCI upgrade),
political uncertainty following the ouster of ex-PM, macroeconomic challenges and ongoing speculation about the upcoming
general elections.

KSE100 Index shed by 4,654 points to close at 41,911 points, reflecting a decline of 10%. Despite market expectation of strong
foreign inflows following Pakistan’s inclusion in the MSCI Emerging Markets, foreign investors continued to remain net sellers
and sold stocks of worth USD289mn. Within local investors, insurance companies and corporates bought equities of
USD204mn and USD100mn respectively while Mutual funds divested equities of USD35mn during the year. On the political
front, Ex-Prime Minister Nawaz Sharif was disqualified by Supreme Court in Jul-17 which further marred investor sentiment.
Moreover, economic concerns increased due to rising twin deficits followed by stringent policy measures by policy makers
(16% PKR depreciation and 75bps increase in interest rates).

The Cement and Banking sector led the rout in the benchmark index, causing attrition of 2,288 points and 1,083 points
respectively. Decline in cements was caused owing to the fears of a price war in the segment as upcoming expansions could
lead to an oversupply situation particularly in the Southern region as can be grasped from price performance of DGKC and
LUCK which fell 44% and 37% YoY respectively. In the banking sector, large banks caused underperformance where HBL, UBL
and NBP fell 37%, 23% and 20% owing to regulatory concerns, pension and other legal issues. Meanwhile mid-tier banks
outperformed the index buoyed by rising interest rate environment which is expected to lead to margin expansion.

Oil & Gas Exploration and Production sector defied overall trend during FY18 and posted strong gains where the sector
contributed 1,628 points to the market owing to 66% increase in International Oil Prices and 16% PKR depreciation. The
outperformance was led by POL and PPL posting returns of 58% and 53% against SPLY.

Going forward, we expect Pakistan equities to rebound with restoration of political stability (after General Elections), gradual
improvement in macroeconomic trends and potential revival of foreign investor interest after steep PKR depreciation.
Moreover, we highlight that Pakistan market’s discount to emerging as well as frontier peers has increased to 30% and 28%
against 5-year averages of 25% and 19% respectively reflecting a good entry point.
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Distribution

The Board of Directors approved NIL distribution to the unit holders for the year ended June 30, 2018.

Significant Changes in the State of Affairs

There were no significant changes in the state of affairs during the year under review.

Breakdown of Unit Holding by Size

From = To No. of Unit Holders Total No. of Units Held

(No. of units)
1 - 100 13 989
101 - 500 27 6,609
501 - 1,000 11 9,308
100,17 - 10,000 64 265,317
10,001 - 100,000 24 825,513
100,001 - 500,000 - -
500,0 01 - 1,000,000 1 533,331
1,000,001 - 5,000,000 1 1,022,050
5,000,001 and above - -
Total 141 2,663,116

Unit Splits

There were no unit splits during the year.

Circumstances materially affecting the Interest of Unit Holders

Investments are subject to market risk.

Soft Commission

The Management Company from time to time receives research reports and presentations from brokerage houses.
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PERFORMANCE TABLE -

HBL EQUITY FUND
As at June 30, 2018

2018 2017 2016 2015 2014 2013
Net assets at the period end (Rs'000) 294,168 468,825 173,508 269,694 381,325 190,415
NET ASSETS VALUE PER UNIT AT 30 JUNE - RUPEES
Redemption 110.4602 124.6444 107.2297 124.8151 112.2918 113.3230
Offer 112.9566 127.4574 110.4466 128.5596 115.6606 116.7227
OFFER / REDEMPTION DURING THE PERIOD - RUPEES
Highest offer price per unit 127.4485 156.3552 143.4474 135.0221 167.7836 160.8641
Highest offer price per unit 100.9806 111.0413 107.9068 104.7831 114.3614 107.1635
Highest redemption price per unit 124.6318 152.8997 139.2693 131.0894 162.8967 156.1787
Lowest redemption price per unit 98.7489 107.8071 104.7639 101.7312 111.0305 104.0422
RETURN (%)
Total return -11.38% 27.67% 6.71% 11.15% 41.93% 48.18%
Income distribution 0.00% 12.00% 26.50% 0.00% 48.00% 35.00%
Capital growth -11.38% 15.67% -19.79% 11.15% -6.07% 13.18%
DISTRIBUTION
Final dividend distributation (Rs) - 12.00 26.50 - 48.00 35.00
Date of Income Distribution - 22-Jun-17 24-Jun-16 - 25-Jun-14 26-Jun-13
Total dividend distribution for the year/ period (Rs) - 12.00 26.50 - 48.00 35.00
AVERAGE RETURNS ( % )
Average annual return 1 year -11.38% 27.67% 6.71% 11.15% 41.93% 48.18%
Average annual return 2 year 6.37% 16.72% 8.91% 25.60% 45.05% 29.42%
Average annual return 3 year 6.48% 14.83% 18.96% 32.72% 33.46% -
PORTFOLIO COMPOSITION - (%)
Percentage of Total Assets as at 30 June:
Bank Balances 24.06% 10.84% 21% 19% 9% 8%
Stock / Equities 41.75% 88.35% 76% 68% 87% 92%
Others Including receivables 18.88% 0.81% 3% 13% 4% 0%

Note:
The Launch date of the Fund is September 27, 2011

Disclaimer:
Past performance is not necessarily indicative of future performance and unit prices and investment returns may go down, as well as up.
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PROXY VOTING DISCLOURE

Summary of Actual Proxy voted by CIS

HBL Equity Fund Meetings Resolutions For Against
Number 6 15 15 -
(%ages) 100% 100% -

(h)  AMC did not participate in shareholders' meetings

Investee Company AGM Meeting Dt EOGM Meeting Dt
Amreli Steels Limited 25-10-2017 5-7-2018
Bank Al-Falah Ltd 28-3-2018 27-5-2018
Bank Al-Habib Limited 27-3-2018 N-A
Bank of Punjab Ltd N-A 30-5-2018
Cherat Cement Company Ltd. 16-10-2017 N-A
Crescent Steel & Allied Products Ltd 17-10-2017 29-1-2018
D G Khan Cement Co.Ltd. 28-10-2017 N-A
Engro Corporation Ltd 24-4-2018 N-A
Engro Fertilizers Limited 26-3-2018 N-A
Engro Polymer & Chemicals Ltd 29-3-2018 2-7-2018
Faysal Bank Limited 28-3-2018 (6-3-2018)(10-7-2018)
Habib Bank Ltd 27-4-2018 N-A
Hascol Petroleum Ltd 27-4-2018 N-A
Honda Atlas Cars (Pakistan) Ltd 28-6-2018 N-A
Hub Power Company Ltd 10-5-2017 22-6-2018
International Industries Ltd 28-9-2017 21-5-2018
International Steels Limited 26-9-2017 N-A
Lucky Cement Ltd (25-09-2017)(28-11-2017) N-A
Mari Petroleum Company Ltd 26-9-2017 N-A
MCB Bank Ltd 27-3-2018 2-10-2018
Millat Tractors Ltd 27-10-2017 N-A
Nishat Mills Ltd 28-10-2017 28-3-2018
Oil & Gas Development Co Ltd 24-10-2017 N-A
Packages Ltd 19-4-2018 |(28-08-2017)(26-2-2018)
Pak Elektron Ltd 25-4-2018 N-A
Pakistan Qilfields Ltd 19-10-2017 N-A
Pakistan Petroleum Ltd 27-10-2017 N-A
Pakistan State Oil Company Ltd 20-10-2017 N-A
Pioneer Cement Limited 26-10-2017 N-A
Sui Northern Gas Pipeline Ltd 27-11-2017 N-A
Systems Limited 26-4-2018 N-A
The Searle Company Ltd 27-10-2017 31-7-2017
United Bank Limited 31-3-2018 N-A
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THUSTEE REPORT TO THE UNIT HOLDERS
HEL EQUITY FUNI

Repart of the Trustee pursuant (o Regulation 41(h) and Clause ¥ of Schedale ¥ ot the Non-
Ranking Finance Companics und Motified Entities Regulations, 2008

We. Central Depasitery Comopany of Pakistan Limited, being the Trostes of HEL Equity Fund {the
Fund] are of the opinion that HEL Asset Manzgemend Limatet, being the Management Company
ol the Fund has in all matesial respects manazed the Fand dunng the year cnded June 30, 2008 n
gecordanee with the provisions of the tollowing:

{1 Lirnitations impased an the ipvesimeet powers o the Management Company ureter e
constitrive docurments of the Fand;

fiiv  The priciag, issnance and redemption of units are eamied oul in sccordasce with the
requirements of the constifutive docaments of the Fund: and

{iii)  The Non-Banking Finance Comgpanics (Esiablishment ard Regulations) Rules, 2003,
the Mon-Banking Finence Companies and Notitied Entides Regulations, 2008 and the
sonstilulive documents of the Fund,

- .
Aftnh Ahmed THwan

Chisef Fxecutive OlTicer

Ceniral Deposiiory Company of Pakistan Limated

Karachi, Seplember 18, 2018
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INDEPENDENT AUDITORS' REFIJR"i' T THE
LUNIT HOLDERS OF HEL EQUITY FUND

Report on the Audit of the Financial Statemonts
Oplnian

wig have audited the finandal =tateents of HBL Equity Fund (the Pund], which comprize the statemart af
asseks and liabiisies as at June 30, 2046, ead the related inceme swtement, satement of cormprehansive
incame, statement af movement in enit haolders” fund and cash Aow statamens for the yeaer then endad,
and rogas o the financial statermeants, induding @ summeey of slanificant accountng palices.

T aur apinian, the accompanying finandal stekements give a trua and falr vigw of the financal pasitan of
the Fund as a1 June 30, 2018, =nd of its fineacial peformanca, cash flows and transactians for the year
then erded In asoordance with accounting and regorting standards as applicabla in Pakistan.

Basiz For Dpinion

wWe epnducked cur audls In accordance with Intematioral Stendards on suditing ([5As) 25 aoplicable In
Bakistan. Qur responsibllities undar those standards are further descriad in the Auditors Respansibiities
for the Audit of the Financhal Statements sectian of aur repodt, We are Indepancent of the Fund and
Management Cerrgany in accordance with the Internaticnel Ethics Standards Soard for Accauntanis’ Code
of Ethics for Prafessionsl Accowntants (IE584 Cade) as adapted by the [nstituta of Chartcred Accountaats
of Pakistan together with tha ethical reguiraments that are relevent Lo cur audit of the financal statements
in Pakistan, and we have fullillad our other ethical respansailities in socardance with these raquirements
and tho [ES8A Code. We bellave that the audit pwkdencs we have catsined & sulficant ard appreariate to
provide & basls for ouwr opsnian,

Key Audit Matters

Wey pudit matiers arg thase matters that, in our professional Judgmeant, were of mast significance in our
audit af the Anancal statements of the current perfod. These matters were addrassed in the cantest af aur
audit of the finandal statements a5 a whale, and In forming our opinien thereon, and we do rat pravide a
separabe opinion oo [fese maiers.

How the matters wera addrassed in
5. Mo, Keay audit mattors alir st

1 Valuation and axistence of investments
: We perfarmad the follewing akegs

fi= disclosed in nate & bo the financal stataments, | DUFNG ur audit of investments:

investments amaunted ta RE. 253.299 milllon as at

Jine 30, 2015, « independent testing of vakiations by
using the quoted market prices fram
Thess investments reprasent a significant item an the Paldstan i’""‘k Exchanga Limit=d
the smatemant of asssts and |lablikses, The Fund and uhmurfmg & exislence of i
Irvests principally in lkted equity securlties and their ;1”"1 Bro I’”“"ird"ﬂﬂh‘:gmp;m"g
yaluation and gxistance is & significant area during @ |ntermal recardd e
Depasitory Company (C0C) account
recards; -
Fen
Wewizen o
Gy H e Tarkichel Tohma b Limsted
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1 How the maktars wers addressed in
i 5. No, Kay audit mattars our audit
ouF audit. There is & risk that approprate gquated
prices may rot Be uded ba determine feir vabue, = parforming purchezes and sales
testing on & sample of trades made
Furtner, the Fund may have incuded Investmeants In during the year to “hl;""" E"'"I:_'IE:""""
e financisl statements which wers nat cwned by reqarding movemant af securities
Fund. curing the year; and
«  any differences identified during sur
tessting that were over our
acceptable threshodd wore
investigated Further,
2 In order o addrass the matter we

Change in accounting policy as a resull of
amendments in Non=Banking Finanoe
Companies and Notified Entlties Reguiation,
2008

&5 disciased In noke 4.7, to the financlal statements,
o Augusk 03, 2017, SECP issued 5RO no.
TSE[1]/2017 whersby carkaln amandments wess
miade in the Mon-Banking Finance Companiss and
Motfiad Entities Aagulation, 3008 (the MBFC
Reguiations). Such amend ments introduoed
definltian af Elemant of [ncarme, and required cestain
addtianal disclosures in Income statement and
statpment of movemaent in unit holders' fund
tagether with removal of requiramant ko prasent
distribution statement separakely.

The abawvementioned amerdments require

slgnificant changas in the calculation, accounting,

presentation and disclasura af the “Elamant of
Ineceme’ In the Minanclal stakements, which have
been apalied as & change in accounting policy
prospecthvely In accordance with the clarification
Issued by tha Securities and Exchanga Commission
al Pakistan. Considering the significance of tha
abowe factors, we have breated these dhamges as
Kay sudit Matter,

hawa:

= Held discussians with mansgernent
regarding the amendmants made in
tha NBFC Ragulations, the resalking
changes regulred in the firangal
statarments and hiw the systems
were updated to cater for the
amendments;

« Obteined accaunt Malder wise
mawemenk of all urit holders of the
Fund and far a sample of wnit
holders, warifisd the movement In
termis of unlts and walua (Including
net asset value per unit) oy chacking
supporting dacuments o ensuee that
element of imcome and Income
alrgady pakd on units redeened is
aoourata, Aksg preparad quantitative
reconciliation of wnits raporied; and

« Checked adequacy of presentatian
and disclosere requirements
including elemeant of incoma i6 in the
financial steterments &% per the
requirgments of Schedule W of tha
NBFC Regulations.

Information Other than the Finansial Satemants and Auditor's Report Thereon

Managemant Company |s responsible for the other infarmation, The other informatian comprises the
infarmation mcuded In the annual repert, buk does not include the finencial statements and our auditor's
report therson.

Jar coinlon on the finandal smtements does nok cover Lhe other mformation and wa do nat express any
farm af asguraace condusion thereon.

T

Pésrber of

D bt Trowa b b isaog Limnized
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Cramefid Acosuntanms

In connaction with our audit of tha finandal statements, qur responsibility |5 to read the ather infarmation
and, In dedng so, consider whether the athor Infarmation 15 matgrially incensistent with the figancat
statements or pur Kaowledge abtained In the audit or ctharwlse appears to De materially misstated. [F
based on the work we have performed, we candude that there 13 & makeral misstatement af this ooher
Infarmagian, we are required to repart that fact. We have nothing to |_'vE|:||:|rH|'| this regesd.

Responsibllities of Hamg:r;'l:n'l: Company and Those Charged with Governance far tha Financial
Statements

Management Company s responrsible far the praparation and falr presantatian of the finandial statements
In accordance with accounting and reparting standards as applicabée In Fakistan, and far such intemal
cantral as the Management Company determines = necessary bo engble Bhe pregaration af finandal
skatements that are free from materal misstatement, whether due b fraud ar efrar.

In preparing tha financlal statements, Managamant Company Is rasponsible for assessing the Fund's ahility
o cantinue as a galng conoarmn, disclasing, as applicanla, matters ralated to golng concern and using the
gaing concern bagis of accaunting unless Management Company either Intands ta liquidate the Fund or to
cease operzkans, or has na realistic afternathve but @ da 0. .

Thasa Eh:_rgwd with Sovernance af the Management Company are respansible far cverseeing the Fund's
financlal raparing process,

Auditor's Responsibilities for the Audit of tha Financial Stataments

Cur objectives are ta obiain reasonable asserance absub whether the financlal statemants as a whale are
free fram material misstatement, whether due ko fraud or errar, end o issue an auditor's repos thak
Incivdas our ooinien. Reasonable assurance is & high lewel af asserance, but 3 not 8 guarantee that an
audit conducked In accordance with [5A5 a5 applicable In Peklskan will always detect a material
migaeaternent when It exists, Misstabamants can arega from fraud or error 2nd are considered materlal ir,
indhidually ar In the aggregats, they could regsanably be expeched to influence the eoonomic decisions aof
users teken on the hasis of these financlal statements.

A4 part of an awdit In accordance with 1545 as applicable in Pakistan, we exerdse grafessional judgment
and maintain grofessional skepticlsm throwghouk the audit, We alsa;

- identify and assess the risks of materlal misstaternant af the financial statamants, whether due ko
fraud & error, design and parform awedis procedures responsive ta thosse risks, end obtaln audit
eyitence that is sufficient and appropriate to prowide 2 basls far aur apinion. The risk of not detecting
a material misstalement resulting from fraud |s hlghar than for ane resulting from emar, &8 Frewd
may Inwalve collusion, fargery, intentional omilssiens, misreprosantations, or the averride of interngl
cantrd,

" Obtain an understanding of internal control resavant ta tha audlt in arder ta desfgn audit proceduras’
that are appropriate In the dreurnstances, but rok for the purpesa of exprossing an opinlon an the
effactivanagss af the Managemenk Company's inkermal contral.

. Evaluate the appropriateness of accounting poficies used sod the reaspaablenass of accounting
estimates and releted discioaures made by Maragomant Cempany.

. Canclude on the appropriateness of Management Company's use of tha geing concem basis of
accounting and, based on the audit evidence chtzined, whether a material uncertainty axsts related
ro events or corditicns thet may cast significant doubt on the Fund®s abilily o conbinue as a going
_goncarn- If we conclude thak a meterial uncer@inty exists, wo arg required to draw attention in our
auditar's repert to the refated dischasures in the finandcial satements o, if such disclosures are
inedequate, bo maodify owr opinion, Qur canclusians are based an the augt evidenca eatained up to

hpmizer ol

Do b T wilihs Tohmaries Limited
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Deloitte. ——

Charifed Accouniants

the data of pur auditor’s report. Howawvar, future avants of conditions may causa the Fund to coase
Lo continue as a going concerm,

. Evaluale the overall presentation, structure and eontent of the financial stecements, incuding the
disclosures, and whether the firanclzl statements represent the underying transactians and evenks
In a manner that achiavas fair presentation,

We commmunicabe with Thosa Charged with Goverpance of the HM‘IEHEI‘I’IIEI'I[ Company I“Eﬂﬁ'ﬂ"ﬂ, amang
other metters, the planned scope and timing of the audit end signifcant sudit indings, including any
significant deficiencies In intemal contral that we identify during qur audit,

We also provide Those Tharged with Governance of the Management Company with a statemant that we
heve comglied with relevant ethizal requirermants regardirg Independance, ard ta communicate with tham
all relationghlps &nd ather matbers that may reagonalily be thaught te bear o our independence, and where
applicable, relsted safeguards.

Fram tha matters comamunicated with Those Charged with Governance of the Management Companyy, we
datarming those rmathars that were of mast significance in the audit of the finondal statements of the
current period and &re tharsfore the key audit matiers. We dascrie these mattars in our audibar's rapert
unless law o regulabon precludes publfie disclesure sbaut the rmatber o when, in extramaly rare
clroumstances, we determéng that 2 matter should not be cormmunicated in our report because Lhe advarsa

corsaquances of doing 5@ would reasonably be expected to cubwalgh the public Interest benefits of such
comFnication.

Report on Other Legal and Regulatory Requiremenks

In aur o@inlon, the financlal statements have bean prapared in accordance with tha relevant provislons of
the Nen-Banking Finance Companies [Establishment and Regulation) Rules, 2043 and Nen-Banking Finance
Compenies and Natified Entities Reguletions, 2008,

The engagemaent partner on the audit resulting in this irdependent suditor’s report 15 Hene Sadig.

Chartered Accalfhtants

PFlace: Karaghl
Dabe: Saprembar 19, 2016

Marrbar ot

IBaleimia Toucha Tohmateas L misd
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HBL Equity Fund

Statement of Assets and Liabilities
As at June 30, 2018

2018 2017
Note = - (Rupees in '000)----------
Assets
Bank balances 5 43,148 63,886
Investments 6 258,299 521,086
Dividend and profit receivable 7 674 2,123
Deposits, prepayments and other receivable 8 2,805 2,636
Total assets 304,926 589,731
Liabilities
Payable to the Management Company 9 1,244 1,945
Payable to the Trustee 10 69 236
Payable to Securities and Exchange Commission of Pakistan 11 314 396
Accrued expenses and other liabilities 12 9,131 15,652
Payable against redemption of units - 102,677
Total liabilities 10,758 120,906
Net assets 294,168 468,825
Unit holders' fund (as per statement attached) 294,168 468,825
Contingencies and commitments 13
------- Number of units -------
Number of units in issue 14 2,663,116 3,761,312
Rupees
Net assets value per unit 4.10 110.4602 124.6444
The annexed notes 1 to 30 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial Officer Chief Executive Officer Director
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HBL EQUITY FUND

Income Statement
For the year ended June 30, 2018

2018 2017
Note - (Rupees in '000)----------

Income
Capital (loss) / gain on sale of investments - net (40,786) 60,772
Dividend income 14,359 16,767
Profit on bank deposits 2,649 2,244
Unrealised (diminution) / appreciation on re-measurement of investments

at 'fair value through profit or loss - held-for-trading' - net (11,351) 8,057
Total income (35,129) 87,840
Expenses
Remuneration of the Management Company 9.1 6,608 8,326
Sindh Sales Tax on remuneration of the Management Company 9.2 859 1,082
Remuneration of the Trustee 10.1 812 977
Annual fee to Securities and Exchange Commission of Pakistan 11.1 314 396
Allocation of expenses related to registrar services, accounting,

operation and valuation services 9.3 330 427
Selling and marketing expenses 9.4 1,322 687
Amortisation of preliminary expenses and floatation costs - 54
Auditors' remuneration 15 436 544
Securities transaction costs 1,704 3,875
Fee and subscription charges 131 118
Printing and postage expenses 255 73
Bank charges 26 23
Total expenses 12,797 16,582
Net (loss) / income from operating activities (47,926) 71,258
Element of income and capital gains included

in prices of units issued less those in units redeemed - net - 33,654
Reversal of Workers' Welfare Fund 12.1 - 4,892
Provision of Sindh Workers' Welfare Fund 12.1 - (2,768)

N 2,124
Net (loss) / income for the year before taxation (47,926) 107,036
Taxation 16 - -
Net (loss) / income for the year after taxation (47,926) 107,036
Earnings per unit 17
The annexed notes 1 to 30 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial Officer Chief Executive Officer Director
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HBL EQUITY FUND

Statement of Comprehensive Income
For the year ended June 30, 2018

2018 2017
Note - (Rupees in '000)----------
Net (loss) / income for the year after taxation (47,926) 107,036
Other comprehensive income for the year - -
Total comprehensive income for the year (47,926) 107,036
The annexed notes 1 to 30 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial Officer Chief Executive Officer Director
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HBL EQUITY FUND

Statement of Movement in Unitholders’ Fund

For the year ended June 30, 2018

Net assets at the beginning of the year

Issuance of 1,055,926 units (2017: 8,728,360 units)
- Capital value (at net asset value per unit at the
beginning of the year)
- Element of loss
Total proceeds on issuance of units

Redemption of 2,154,122 units (2017: 6,585,148 units)
- Capital value (at net asset value per unit at the
beginning of the year)"
- Amount relating to element of loss
Relating to net loss for the year after taxation
Total payment on redemption of units

Element of income and capital gains included in prices of units issued less

those in units redeemed - net
Total comprehensive income for the year
Distribution during the year
Total comprehensive income for the year
less distribution
Net assets at the end of the year
Undistributed income brought forward
- Realised

- Unrealised

Accounting (loss) / income available for distribution

Element of income and capital gains included in prices of units issued less those in units redeemed -

Distribution during the year
Undistributed income carried forward

Undistributed income carried forward

- Realised
- Unrealised

Net assets value per unit at beginning of the year

Net assets value per unit at end of the year

The annexed notes 1 to 30 form an integral part of these financial statements.

Chief Financial Officer

2018 2017
——————————————————————— (Rupees in '000)----------==--==---=---
Capital Un.distribuhed Total Capital Unfiistributed Total
value income value income
376,127 92,698 468,825 - - 173,508
‘ 131,616 - ‘ 131,616 ‘ ‘ - ‘ -
(11,505) - (11,505) - -
120,111 - 120,111 - - 1,140,778
(268,500) - | (268,500) - -
21,658 - 21,658 - -
(246,842) - (246,842) - - (877,309)
; B . B - (33,654)
- (47,926)]  (47,926) - - 107,036
- - - - - (41,534)
- (47,926)  (47,926) - - 65,502
249,396 44,772 294,168 - - 468,825
12,132
(431)
11,701
(47,926) 107,036
15,495
- (41,534)
g 92,698
56,123 84,641
(11,351) 8,057
44,772 92,698
(Rupees)
124.6444 107.2297
110.4602 124.6444
For HBL Asset Management Limited
(Management Company)
Chief Executive Officer Director
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HBL EQUITY FUND

Cash Flow Statement
For the year ended June 30, 2018

2018 2017
Note = - (Rupees in '000)----------

Cash flows from operating activities
Net (loss) / income for the year before taxation (47,926) 107,036
Adjustments for:
Capital loss / (gain) on sale of investments - net 40,786 (60,772)
Dividend income (14,359) (16,767)
Profit on bank deposit (2,649) (2,244)
Unrealised diminution / (appreciation) on re-measurement of investments
at 'fair value through profit or loss - held for trading' - net 11,351 (8,057)
Amortisation of preliminary expenses and floatation costs - 54
Element of income and capital gains included in prices of
units issued less those in units redeemed - net - (33,654)

(12,797) (14,404)
Decrease / (increase) in assets
Investments - net 210,650 (302,170)
Deposits, prepayments and other receivable (169) 47
Receivable against sale of investments - 1,871

210,481 (300,252)
(Decrease) / Increase in liabilities
Payable to the Management Company (701) 1,176
Payable to the Trustee (167) 169
Payable to Securities and Exchange Commission of Pakistan (82) 105
Accrued expenses and other liabilities (6,521) 2,062
Payable against purchase of investments - (8,594)

(7,471) (5,082)
Bank profits received 2,651 2,133
Dividend received 15,806 15,104
18,457 17,237
Cash generated from / (used in) operating activities 208,670 (302,501)
Cash flows from financing activities
Amount received against issue of units 120,111 1,140,778
Amount paid against redemption of units (349,519) (774,632)
Dividend paid - (41,534)
Net cash (used in) / generated from financing activities (229,408) 324,612
Net (decrease) / increase in cash and cash equivalents during the year (20,738) 22,111
Cash and cash equivalents at the beginning of the year 63,886 41,775
Cash and cash equivalents at the end of the year 5 43,148 63,886
The annexed notes 1 to 30 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial Officer Chief Executive Officer Director
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HBL EQUITY FUND

Notes To The Financial Statements
For the year ended June 30, 2018

1. STATUS AND NATURE OF BUSINESS

1.1 HBL Equity Fund ("the Fund") was established under a Trust Deed executed between PICIC Asset Management
Company Limited (now, HBL Asset Management Limited) as the Management Company and the Central Depository
Company of Pakistan Limited (CDC) as the Trustee. The Fund was approved by the Securities and Exchange Commis-
sion of Pakistan (SECP) vide its letter no. SCD/NBFC-11/PSF/249/2011 dated June 1, 2011 and the trust deed was
executed on June 14, 2011.

Through an order dated August 31, 2016, SECP approved the merger of PICIC Asset Management Company Limited
with and into HBL Asset Management Limited effective from August 31, 2016 and the trust deed was revised on
February 17, 2017. Effective from September 1, 2016 HBL Asset Management Limited became Management
Company of the fund which is a wholly owned subsidiary of Habib Bank Limited. The Aga Khan Fund for Economic
Development (AKFED), S.A. is the parent company of Habib Bank Limited.

The Management Company of the Fund has been registered as a Non-Banking Finance Company (NBFC) under the
NBFC Rules, 2003 and has obtained the requisite license from the SECP to undertake Asset Management Services.
The registered office of the Management Company is situated at 7th Floor, Emerald Tower, G-19, Block 5, Main
Clifton Road, Clifton, Karachi.

The Fund is an open-ended mutual Fund and is listed on the Pakistan Stock Exchange Limited. The units of the Fund
were initially offered to the public for subscription at par value of Rs 100 per unit from September 24, 2011 to
September 26, 2011. Thereafter, the units are offered to the public for subscription on a continuous basis and are
transferrable and redeemable by surrendering them to the Fund.

The Fund has been categorised as an equity scheme as per the criteria laid down by the SECP for categorisation of
Collective Investment Schemes (CISs).

The investment objective of the Fund is to provide investors a diversified equity portfolio with a primary objective
of maximizing risk-adjusted returns over longer investment horizon through a combination of capital gains and
dividend income.

Title to the assets of the Fund is held in the name of CDC as trustee of the Fund.

JCR-VIS Credit Rating Company has assigned an asset manager rating of 'AM2+' (AM Two Plus) to the Management

Company.
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 Compa-
nies 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.
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.
2.2 Basis of measurement

These financial statements have been prepared under the historical cost convention, except that investments are
measured at fair value.

23 Functional and presentation currency

These financial statements are presented in Pak Rupees, which is the Fund's functional and presentation currency.
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HBL EQUITY FUND

Notes To The Financial Statements

For the year ended June 30, 2018

2.4

3.1

3.2

3.21

Critical accounting estimates and judgments

The preparation of the financial statements in conformity with the approved accounting standards requires the
management to make estimates, judgements and assumptions that affect the reported amount of assets, liabilities,
income and expenses. It also requires the management to exercise judgement in application of its accounting
policies. The estimates, judgements and associated assumptions are based on the historical experience and various
other factors that are believed to be reasonable under the circumstances. Revisions to accounting estimates are
recognised in the year in which the estimates are 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.

The areas involving a higher degree of judgement or complexity, or areas where estimates and assumptions are
significant to the financial statements as a whole are as follows:

(i) classification and valuation of financial assets (notes 4.2.1.1 and 4.2.1.4); and
(ii) impairment of financial assets (note 4.2.1.5)
APPLICATION OF NEW ACCOUNTING STANDARDS / AMENDMENTS AND IFRS INTERPRETATIONS

New accounting standards / amendments and IFRS interpretations that are effective for the year ended June 30,
2018

The following amendments are effective for the year ended June 30, 2018. These amendments are either not
relevant to the Fund's operations or are not expected to have significant impact on the Fund's financial statements
other than certain additional disclosures.

Effective from accounting period
beginning on or after:

Amendments to IAS 7 'Statement of Cash Flows' January 01, 2017
- Amendments as a result of the disclosure initia-

tive

Amendments to IAS 12 'Income Taxes' - Recogni- January 01, 2017

tion of deferred tax assets for unrealised losses

Certain annual improvements have also been made to a number of IFRSs, which are also not relevant to the Fund.
New accounting standards / amendments and IFRS interpretations that are not yet effective

The following standards, amendments and interpretations are only effective for accounting periods, beginning on
or after the date mentioned against each of them. These standards, interpretations and the amendments (except
IFRS 9 'Financial Instruments') are either not relevant to the Fund's operations or are not expected to have signifi-
cant impact on the Fund's financial statements other than certain additional disclosures.

Effective from accounting period
beginning on or after:

IFRS 15 'Revenue from contracts with customers'

- This standard will supersede IAS 18, IAS 11, July 01, 2018
IFRIC 13, 15 and 18 and SIC 31 upon its effective
date.

IFRS 16 'Leases' - This standard will supersede January 01, 2019

IAS 17 'Leases' upon its effective date.
Amendments to IFRS 2 'Share-based Payment' - January 01, 2018
Clarification on the classification and measure-

ment of share-based payment transactions

IFRS 9 'Financial Instruments' July 01,2018

Amendments to IFRS 9 'Financial Instruments' - July 01, 2018
Amendments regarding prepayment features

with negative compensation and modifications

of financial liabilities
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HBL Equity Fund

Notes To The Financial Statements
For the year ended June 30, 2018

3.2.2

3.2.2.1

IFRS 4 'Insurance Contracts': Amendments
regarding the interaction of IFRS 4 and IFRS 9.

Amendments to IFRS 10 'Consolidated Financial
Statements' and IAS 28 'Investments in Associ-
ates and Joint Ventures' - Sale or contribution of
assets between an investor and its associate or
joint venture

An entity choosing to apply the overlay
approach retrospectively to qualifying financial
assets does so when it first applies IFRS 9. An
entity choosing to apply the deferral approach
does so for annual periods beginning on or after
1 January 2018.

Effective from accounting period beginning on

or after a date to be determined. Earlier applica-
Amendments to IAS 28 'Investments in Associ- tion is permitted.
ates and Joint Ventures' - Amendments regard-
ing long-term interests in associates and joint
ventures January 01, 2019
Amendments to IAS 19 'Employee Benefits' -
Plan Amendment, Curtailment or Settlement January 01, 2019
Amendments to IAS 40 'Investment Property':
Clarification on transfers of property to or from
investment property January 01, 2018
IFRIC 22 'Foreign Currency Transactions and
Advance Consideration': Provides guidance on
transactions where consideration against
non-monetary prepaid asset / deferred income
is denominated in foreign currency

January 01, 2018

IFRIC 23 'Uncertainty over Income Tax Treat-
ments': Clarifies the accounting treatment in
relation to determination of taxable profit (tax
loss), tax bases, unused tax losses, unused tax
credits and tax rates, when there is uncertainty
over income tax treatments under IAS 12
'Income Taxes'

January 01, 2019

Certain annual improvements have also been made to a number of IFRSs. Which are also not expected to have
material impact on financial reporting of the Fund.

IFRS 9 'Financial Instruments' Impact Assessment

IFRS 9 'Financial Instruments' was issued on July 24, 2017. This standard is adopted locally by the Securities and
Exchange Commission of Pakistan and is effective from accounting periods begining on or after July 1, 2018.

Key requirements of IFRS 9 are as follows;
Classification and measurement of financial assets

- All recognized financial assets that are within the scope of IFRS9 are required to be subsequently measured at
amortised cost or fair value.

- Debtinvestments that are held within a business model whose objective is to collect the contractual cash flows,
and that have contractual cash flows that are solely payments of principal and interest on the principal
outstanding are generally measured at amortised cost at the end of subsequent accounting periods.

- Debt instruments that are held within a business model whose objective is achieved both by collecting contrac-
tual cash flows and selling financial assets, and that have contractual terms that give rise on specified dates to
cash flows that are solely payments of principal and interest on the principal amount outstanding are generally
measured at fair value through other comprehensive income "FVTOCI".

- All other debt investments and equity investments are measured at their fair value at the end of subsequent
accounting periods.

- In addition, under IFRS 9, entities may make an irrevocable election to present subsequent changes in the fair

value of an equity investment (that is not held for trading) in other comprehensive income, with only dividend
income generally recognized in profit or loss.

Annual Report-2018



HBL Equity Fund

Notes To The Financial Statements
For the year ended June 30, 2018

Classification and measurement of financial liabilities

With regard to the measurement of financial liabilities designated as at fair value through profit or loss, IFRS 9
requires as follows;

- The amount of change in the fair value of a financial liability that is attributable to changes in the credit risk of
that liability is presented in other comprehensive income, unless the recognition of such changes in other
comprehensive income would create or enlarge an accounting mismatch in profit or loss.

- Changes in fair value attributable to a financial liability's credit risk are not subsequently reclassified to profit or
loss. Under IAS 39, the entire amount of the change in the fair value of the financial liability designated as fair
value through profit or loss is presented in profit or loss.

Impairment of financial assets

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

SECP through its SCD/AMCW/RS/MUFAP/2017-148 dated November 21, 2017 have deferred the applicability of
above provision requirements in relation to debt securities for mutual funds.

3.2.2.2 Impact assessment

Based on the analysis of Fund's financial assets and liabilities as at June 30, 2018 considering facts and circumstanc-
es that exists at that date, the Management Company have assessed the impact of IFRS 9 to the Fund's financial
statements as follows;

Listed equity securities classified as financial assets at fair value through profit or loss - held for trading will be
classified as measured at fair value through profit or loss upon application of IFRS 9.

Other financial assets and financial liabilities at amortised cost will continue to be subsequently measured at amor-
tised cost upon application of IFRS 9.

3.2.3 Other than the aforesaid standards, interpretations and amendments, the International Accounting Standards
Board (IASB) has also issued the following standards which have not been adopted locally by the Securities and
Exchange Commission of Pakistan:

- IFRS 1 - First Time Adoption of International Financial Reporting Standards
- IFRS 14 — Regulatory Deferral Accounts
- IFRS 17 — Insurance Contracts

3.3 Change in policy in relation to preparation of income statement and statement of comprehensive income

International Accounting Standard (IAS) 1 Presentation of Financial Statements allows an entity to prepare either
two performance statements i.e. income statement and statement of comprehensive income, or one performance
statement only i.e. income statement and statement of comprehensive income (showing both items of income or
loss for the period and items of other comprehensive income). The Fund, with effect from July 01, 2017, has
changed its policy with regard to preparation of income statement and other comprehensive income and opted to
prepare two separate performance statements i.e. "income statement" and "statement of comprehensive
income" showing separately both income or loss for the year and items of other comprehensive income in separate
statements.

This change has no impact on the items of income or loss or other comprehensive income recognized in prior year
except that items of other comprehensive income previously presented under ‘income statement and other
comprehensive income’ in single statement are now presented within 'income statement' and "statement of
comprehensive income' separately.

4. SIGNIFICANT ACCOUNTING POLICIES

4.1 Cash and cash equivalents
Cash and cash equivalents comprise balances with banks and short-term highly liquid investments with original

maturities of three months or less. Cash and cash equivalents are carried in the statement of assets and liabilities
at cost.
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HBL Equity Fund

Notes To The Financial Statements
For the year ended June 30, 2018

4.2 Financial instruments
4.2.1 Financial assets
4.2.1.1 Classification

The Management Company determines the appropriate classification of its financial assets in accordance with the
requirements of International Accounting Standard 39 (IAS 39), "Financial Instruments: Recognition and Measure-
ment" at the time of purchase of financial assets and re-evaluates this classification on a regular basis. The classifi-
cation depends upon the purpose for which the financial assets are acquired. The financial assets of the Fund are,
currently, categorised as follows:

a) Investments at fair value through profit or loss - held-for-trading

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

b) Loans and receivables

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

c) Available for sale

These are those non-derivative financial assets that are designated as available for sale or are not classified as
(a) loans and receivables (b) held-to-maturity investments, or (c) financial assets at fair value through profit or
loss - held-for-trading. These are intended to be held for an indefinite period of time which may be sold in
response to the needs for liquidity or change in price. Currently, the Fund does not hold any financial assets
categorised as 'available for sale'.

4.2.1.2 Regular way contracts

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

4.2.1.3 Initial recognition and measurement

All financial assets are initially recognised at cost, being the fair value of the consideration given including the trans-
action cost associated with the acquisition, except in case of "financial assets at fair value through profit or loss -
held-for-trading", in which case the transaction costs are charged to the income statement.

4.2.1.4 Subsequent measurement
a) Financial assets 'at fair value through profit or loss - held-for-trading' and 'available for sale'

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

- Basis of valuation of equity securities

The investment of the Fund in equity securities is valued on the basis of closing quoted market prices available
at the stock exchange. A security listed on the stock exchange for which no sale is reported on the reporting date
is valued at its last sale price on the next preceding date on which such exchange is open and if no sale is report-
ed for such date the security is valued at an amount neither higher than the closing ask price nor lower than the
closing bid price.

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

Net gains and losses arising from changes in fair value of 'available for sale' financial assets are recognised as
'other comprehensive income' in the Income Statement until these are derecognised or impaired. At this time,
the cumulative gain or loss previously recognised as 'other comprehensive income' is transferred to income
before taxation as capital gain / (loss).
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HBL Equity Fund

Notes To The Financial Statements

For the year ended June 30, 2018

4.2.1.5

4.2.1.6

4.2.2

423

4.3

4.4

4.5

4.6

b) Loans and receivables

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

Gains or losses are recognised in the 'income statement' when financial assets carried at amortised cost are
derecognised or impaired.

Impairment

The Fund assesses at each reporting date whether there is objective evidence that a financial asset or a group of
financial assets is impaired. If any such evidence exists for available for sale financial assets, the cumulative loss
measured as the difference between the acquisition cost and the current fair value, less any impairment loss on
that financial asset previously recognised in the Income Statement is reclassified from other comprehensive
income to income before taxation.

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

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.

Financial liabilities

All financial liabilities are recognised at the time when the Fund becomes a party to the contractual provisions of
the instrument. They are initially recognised at fair value and subsequently stated at amortised cost.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expired.
Offsetting of financial assets and 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 realise the assets and settle the liabilities simultaneously.

Preliminary expenses and floatation costs

Preliminary expenses and floatation costs represent expenditure incurred prior to the commencement of opera-
tions of the Fund. These costs are being amortised over a period of five years in accordance with the requirements
set out in the Trust Deed of the Fund and the Non-Banking Finance Companies and Notified Entities Regulations,
2008.

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 amount of obligation can be made. Provisions are regularly reviewed and adjusted to
reflect the current best estimate.

Collaterals

Cash collaterals provided by the Fund are identified in the statement of assets and liabilities as margin and are not
included as a component of cash and cash equivalents. For collaterals other than cash, if the party to whom the
collaterals are provided has a right by contract or custom to sell or re-pledge the collaterals, the Fund classifies
those collaterals in the statement of assets and liabilities separately from other assets and identifies the assets as
pledged collaterals. Where the party to whom the collaterals are provided does not have the right to sell or
re-pledge, a disclosure of the collaterals provided is made in the notes to the financial statements.

Taxation
The income of the Fund is exempt from income tax under clause 99 of Part | of the Second Schedule to the Income

Tax Ordinance, 2001 subject to the condition that not less than ninety percent of its accounting income for the year,
as reduced by capital gains, whether realised or unrealised, is distributed in cash to the unit holders.
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The Fund is also exempt from the Provisions of Section 113 (minimum tax) and section 113C (Alternative Corporate
Tax) under clause 11A of Part IV of the Second Schedule to the Income Tax Ordinance, 2001.

The Fund does not account for deferred tax in these financial statements as the Fund intends to continue availing
the tax exemption in future years by distributing in cash at least ninety percent of its accounting income for the year
as reduced by capital gains, whether realised or unrealised, to its unit holders.

4.7 Proposed distributions

Distributions declared subsequent to the reporting date are considered as non-adjusting events and are recognised
in the financial statements in the period in which such distributions are declared.

4.8 Issue and redemption of units

Units issued are recorded at the offer price, determined by the Management Company for the applications
received by the distributors during business hours on that date. The offer price represents the Net Asset Value per
unit as of the close of the business day plus the allowable sales load, provision for transaction costs and any provi-
sion for duties and charges, if applicable.

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

49 Element of income / (loss) and capital gains / (losses) included in prices of units issued less those in units
redeemed
An equalisation account called the 'element of income / (loss) and capital gains / (losses) included in prices of units
issued less those in units redeemed' is created, in order to prevent the dilution of per unit income and distribution
of income already paid out on redemption.

The element of income and capital gains included in the prices of units issued less those in units redeemed to the
extent that it is represented by distributable income earned during the year is recognised in the income statement
and statement of comprehensive income and the element of income and capital gains represented by distributable
income carried forward from prior periods is included in the "Statement of Movement in Unitholders’ Fund".

Amendment in the NBFC Regulations subsequent to the year end

The Securities and Exchange Commission of Pakistan through its SRO 756(1)/2017 dated August 3, 2017 has made
certain amendments in the NBFC Regulations. The notification includes a definition and explanation relating to
"element of income" and excludes the element of income from the expression "accounting income" as described
in Regulation 63 (amount distributable to unit holders) of the NBFC Regulations. As per the notification, element of
income represents the difference between net assets 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 revised regulations also specify that element of income is a transaction of capital nature and the receipt and
payment of element of income shall be 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 will be refunded on units in the same proportion as dividend bears to accounting income
available for distribution. Furthermore, the revised regulations also require certain additional disclosures with
respect to 'Income Statement' and 'Statement of Movement in Unit Holders' Fund', whereas disclosure with
respect to 'Distribution Statement' has been deleted in the revised regulations.

Previously, an equalisation account called the 'element of income / (loss) and capital gains / (losses) included in
prices of units issued less those in units redeemed' was created, in order to prevent the dilution of per unit income
and distribution of income already paid out on redemption. The net element of income / (loss) and capital gains /
(losses) relating to units issued and redeemed during the accounting period which pertained to unrealised appreci-
ation / (diminution) held in the Unit Holder's Fund was recorded in a separate account and any amount remaining
in this reserve account at the end of the accounting period (whether gain or loss) was included in the amount
available for distribution to the unitholders. The remaining portion of the net element of income / (loss) and capital
gains / (losses) relating to units issued and redeemed during an accounting period was recognised in the Income
Statement.

As required by IAS 8: 'Accounting Policies, Changes in Accounting Estimates and Errors', a change in accounting
policy requires retrospective application as if that policy had always been applied. However, the Management
Company has applied the above changes in accounting policy, including the additional disclosures requirements in
the 'Income Statement' and 'Statement of Movement in Unit Holders' Fund', prospectively from July 1, 2017
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as required by SECP vide its email dated February 8, 2017. Accordingly, corresponding figures have not been restat-
ed. The ‘Distribution Statement’ for the comparative period has not been presented as it has been deleted as a
result of the amendments made in the NBFC Regulations the aforementioned SRO issued by the SECP.

Had the element of income been recognised as per the previous accounting policy, the net loss for the year would
have been decreased by Rs 10.151 million. However, the change in accounting policy does not have any impact on
the 'Cash flow Statement’, the 'net assets attributable to the unit holders' and 'net asset value per unit' as shown
in the 'Statement of Assets and Liabilities' and 'Statement of Movement in Unit Holders' Fund'. The change has
resulted in inclusion of certain additional disclosures / new presentation requirements in the 'Income Statement'
and 'Statement of Movement in Unit Holders' Fund which have been incorporated in these statements.

4.10 Net assets 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 asset of the Fund by the number of units in issue at the year end.

4.11 Revenue recognition

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

- Dividend income from equity securities is recognised when the right to receive the dividend is established.

- Profit on bank deposits is recognised on a time apportionment basis using the effective interest method.

- Unrealised gains / (losses) arising on re-measurement of investments classified as 'financial assets at fair value
through profit or loss - held-for-trading' are included in the Income Statement in the year / period in which they
arise.

4.12 Expenses

All expenses including NAV based expenses (namely management fee, trustee fee and annual fee payable to the
SECP) are recognised in the 'Income Statement' on a time apportionment basis using the effective interest method

2018 2017
5. BANK BALANCES Note - (Rupees in '000)----------
In current account 24 -
In savings account 5.1 43,124 63,886
43,148 63,886
5.1 These accounts carry rate of return from 5.35% to 7.5% per annum (2017: 6% per annum).
2018 2017
6. INVESTMENTS Note  ------m- (Rupees in '000)----------
Financial assets at fair value through profit or loss - held for trading
- Listed securities 6.1 258,299 521,086
258,299 521,086
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6.1 Investment in listed equity securities at 'fair value through profit or loss - held for trading’

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

Market
mmeeemeeeeeeeeeeeeeo———-Number of shares--------------eeseeeeee Market value as a Par value as a
value as at percentage of percentage of
Name of the Investee Company June 30, ————— issued capital of
JAIS alt I;un.:ha's::s ?:n:ts/ Sales ) As a3t0 2018 Total Net the investee
uly1, uring the ights N une 30, i
2017 year seue during the year 2018 (Rupees in'000) |nvestments  Assets company
AUTOMOBILE ASSEMBLER
Pak Suzuki Motor Company Limited 20,500 2,000 - 22,500 - - - - -
Honda Atlas Cars (Pakistan) Limited - 17,000 - 12,500 4,500 1,424 0.55 0.48 0.00
Indus Motor Company Limited - 4,140 - 2,000 2,140 3,042 1.18 1.03 0.00
Millat Tractors Limited 8,000 - - 3,460 4,540 5,394 2.09 1.83 0.01
28,500 23,140 - 40,460 11,180 9,860 3.82 3.34
AUTOMOBILE PARTS & ACCESSORIES
Thal Limited (Par value of Rs 5 per
share) 8,600 12,900 - 8,600 12,900 6,160 2.38 2.09 0.02
8,600 12,900 - 8,600 12,900 6,160 2.38 2.09
CABLE & ELECTRICAL GOODS
Pak Elektron Limited 157,500 193,000 - 265,500 85,000 3,014 1.17 1.02 0.02
157,500 193,000 - 265,500 85,000 3,014 1.17 1.02
CEMENT
Cherat Cement Company Limited 69,000 - - 69,000 - - - - -
D. G. Khan Cement Company Limited 81,500 75,000 - 156,500 - - - - -
Fauji Cement Company Limited - 255,000 - 255,000 - - - - -
Kohat Cement Limited - 11,900 - - 11,900 1,465 0.57 0.50 0.01
Lucky Cement Limited 41,800 17,650 - 41,800 17,650 8,965 3.47 3.05 0.01
Pioneer Cement Limited 126,000 82,000 - 185,000 23,000 1,078 0.42 0.37 0.01
318,300 441,550 - 707,300 52,550 11,508 4.46 3.92
CHEMICAL
Engro Polymer & Chemicals 285,000 230,000 - 420,000 95,000 2,979 1.15 1.01 0.01
Engro Polymer & Chemicals -
(Letter of right) - 29,600 - 4 29,596 261 0.10 0.09 0.01
285,000 259,600 - 420,004 124,596 3,240 1.25 1.10
COMMERCIAL BANKS
Allied Bank Limited 120,000 17,500 - 137,500 - - - - -
Bank of Punjab Limited - 1,416,000 - 960,000 456,000 5,504 2.13 1.87 0.02
Bank Al-Falah Limited - 343,000 - 98,500 244,500 12,785 4.95 4.35 0.02
Faisal Bank Limited - 277,000 28,800 195,000 110,800 2,881 1.12 0.98 0.01
Bank Al-Habib Limited - 145,000 - 57,500 87,500 6,896 2.67 2.34 0.01
Habib Bank Limited * 83,300 121,500 - 116,700 88,100 14,663 5.68 4.98 0.01
Meezan Bank Limited 25,500 - 8,000 17,500 1,430 0.55 0.49 0.00
MCB Bank Limited (6.1.1)** 141,500 54,300 - 121,000 74,800 14,793 5.73 5.03 0.01
United Bank Limited 108,000 64,200 - 86,900 85,300 14,414 5.58 4.90 0.01
452,800 2,464,000 28,800 1,781,100 1,164,500 73,366 28.41 24.94
ENGINEERING
Amreli Steels Limited 57,000 82,500 - 103,000 36,500 2,575 1.00 0.88 0.01
Crescent Steel & Allied Product Limited 62,500 - - 62,500 - - - - -
International Industries Ltd - 46,600 - 34,000 12,600 2,927 1.13 1.00 0.01
International Steels Limited 151,500 171,300 - 292,600 30,200 3,071 1.19 1.04 0.01
Mughal Iron & Steel Industries Limited - 68,500 - 22,000 46,500 2,856 1.11 0.97 0.02
271,000 368,900 - 514,100 125,800 11,429 4.43 3.89
FERTILIZERS
Engro Corporation Limited (6.1.1) 78,500 28,000 - 59,500 47,000 14,751 5.71 5.01 0.01
Engro Fertilizers Limited - 284,000 - 130,500 153,500 11,499 4.45 3.91 0.01
Fauji Fertilizer Company Limited - 195,500 - 134,000 61,500 6,082 2.35 2.07 0.00
78,500 507,500 - 324,000 262,000 32,332 12.51 10.99
OIL & GAS EXPLORATION COMPANIES
Mari Petroleum Company Limited 14,670 4,100 - 8,880 9,890 14,896 5.77 5.06 0.01
Qil & Gas Development Company - -
Limited 145,400 81,500 - 133,500 93,400 14,535 5.63 4.94 0.00
Pakistan Oilfields Limited 30,500 26,700 - 35,000 22,200 14,914 5.77 5.07 0.01
Pakistan Petroleum Limited 93,100 52,000 - 63,650 81,450 17,504 6.78 5.95 0.00
283,670 164,300 - 241,030 206,940 61,849 23.95 21.02
OIL & GAS MARKETING COMPANIES
Attock Petroleum Limited 12,000 - - 12,000 - - - - -
Hascol Petroleum Limited 51,100 3,500 - 43,500 11,100 3,483 1.35 1.18 0.01
Hascol Petroleum Limited - (Letter - -
of right) - 5,420 - 5,420 - - - - -
Pakistan State Oil Company Limited 37,900 46,000 3,080 55,000 31,980 10,180 3.94 3.46 0.01
Sui Northern Gas Pipeline Limited 122,000 14,000 - 77,800 58,200 5,833 2.26 1.98 0.01
223,000 68,920 3,080 193,720 101,280 19,496 7.55 6.62
PAPER & BOARD
Packages Limited 15,300 - - 15,300 - - - - -
15,300 - - 15,300 - - - -
PHARMACEUTICALS
AGP Limited - 33,000 - 33,000 - - - - -
Abbott Laboratories (Pak) Limited 10,900 - - 10,900 - - - - -
The Searle Company Limited 40,320 3,000 3,444 39,100 7,664 2,602 1.01 0.88 0.00
51,220 36,000 3,444 83,000 7,664 2,602 1.01 0.88
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Market
ber of shar: Market value asa Parvalue as a
value as at percentage of percentage of
Name of the Investee Company June 30, —————  issued capital of
As at Purf:hases B(?nus / sales As at 2018 Total Net the investee
J;J:’y117, dur;:grthe :‘sf:tes during the year ju;;f:’ (Rupeesin'000) |nvestments Assets company
POWER GENERATION & DISTRIBUTION
Hub Power Company Limited 250,000 9,500 - 145,000 114,500 10,552 4.07 3.59 0.01
K-Electric Limited (Par value of Rs 3.5
per share) - 600,000 - 50,000 550,000 3,124 1.21 1.06 0.00
250,000 609,500 - 195,000 664,500 13,676 5.28 4.65
TECHNOLOGY & COMMUNICATION
Systems Limited 88,500 24,500 - 85,000 28,000 2,834 1.10 0.96 0.03
88,500 24,500 - 85,000 28,000 2,834 1.10 0.96
TEXTILE COMPOSITE
Nishat (Chunian) Limited - 108,000 - 108,000 - - - - -
Nishat Mills Limited 114,200 46,500 - 111,500 49,200 6,933 2.68 2.36 0.01
114,200 154,500 - 219,500 49,200 6,933 2.68 2.36
As at June 30, 2018 2,626,090 5,328,310 35,324 5,093,614 2,896,110 258,299 100.00 87.78
Carrying Value as at June 30, 2018 269,650

* Sponsor of the management company
** Related Party due to holding more than 10% of Unit.

6.1.1 The above investments include shares with market value aggregating to Rs 20.465 million (2017: Rs 27.724 million)
which have been pledged with the National Clearing Company of Pakistan Limited (NCCPL) as collateral for guaran-
teeing settlement of the Fund's trades in accordance with Circular no. 11 dated October 23, 2007 issued by the
SECP, which are as follows:

- Engro Corporation Limited (40,000 shares)
- MCB Bank Limited (40,000 shares)

6.1.2 These investments include gross bonus shares as per Fund's entitlement declared by the investee companies.
Finance Act, 2014 has brought amendments in the Income Tax Ordinance, 2001 whereby the bonus shares received
by the shareholder are to be treated as income and a tax at the rate of 5% is to be applied on value of bonus shares
determined on the basis of day end price on the first day of closure of books. The tax is to be collected at source by
the investee company which shall be considered as final discharge of tax liability on such income. However, the
Management Company of the Fund jointly with other asset management companies and Mutual Fund Association
of Pakistan, has filed a petition in Honorable Sindh High Court to declare the amendments brought in Income Tax
Ordinance, 2001 with reference to tax on bonus shares for collective investment schemes as null and void and not
applicable on the funds based on the premise of exemption given to mutual funds under clause 99 of Part | of the
Second Schedule to the Income Tax Ordinance, 2001. The Honorable Sindh High Court has granted stay order fill
the final outcome of the case. However, the investee company(s) has withheld the share equivalent to 5% of bonus
announcement of the Fund having aggregate fair market value of Rs. 0.38 million at June 30, 2018 (June 30, 2017:
Rs. 0.21 million) and not yet deposited on CDC account of department of Income tax. Management is of the view
that the decision will be in the favor and accordingly has recorded the bonus shares on gross basis at fair value in
its investments at year end.

2018 2017
7. DIVIDEND AND PROFIT RECEIVABLE Note oo (Rupees in '000)----------
Dividend receivable 438 1,885
Bank profit receivable 236 238
674 2,123
8. DEPOSITS, PREPAYMENTS AND OTHER RECEIVABLE
Security deposits with:
- National Clearing Company of Pakistan Limited 2,500 2,500
- Central Depository Company of Pakistan Limited 100 100
2,600 2,600
Prepaid expenses 67 -
Other receivable 138 36
2,805 2,636
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2018 2017
9. PAYABLE TO THE MANAGEMENT COMPANY Note  -emmemes (Rupees in ‘000)----------
Remuneration of the Management Company 9.1 489 904
Sindh sales tax on remuneration of the Management Company 9.2 64 118
Sales load payable 27 191
Allocation of expenses related to registrar services,
accounting, operation and valuation services 9.3 24 45
Selling and Marketing expenses 9.4 640 687
1,244 1,945
9.1 Under the provision of the offering document of the Fund, the Management Company is entitled to a Remunera-

tion at the rate of 2% of the average annual net assets on daily basis of the Fund.The remuneration is paid to
management company monthly in arrears.

9.2 The Sindh Provincial Government has levied Sindh Sales Tax (SST) at the rate of 13 percent (2017: 13 percent) on
the remuneration of management company through Sindh Sales Tax on Services Act, 2011.

9.3 In accordance with the provisions of the NBFC Regulations amended vide S.R.0 1160(I) / 2015 dated November 25,
2015, the Management Company of the Fund is entitled for reimbursement of fee and expenses incurred by the
Management Company in relation to registrar service, accounting, operation and valuation services related to Fund
maximum up to 0.1% of average annual net assets of the scheme or actual whichever is less. Accordingly, the
Management Company has charged accounting and operation charges amounting to Rs 0.434 million (2017: Rs
0.427 million) being lower amount to the Fund during the year.

9.4 SECP vide its circular No.SCD/PRDD/Circular/361/2016 dated December 30, 2016 prescribed certain conditions on
Asset Management Companies (AMCs) for charging of selling and marketing expenses to collective investment
schemes managed by them. According to said circular, the selling and marketing expenses have been allowed
initially for a period of three years (from January 01, 2017 till December 31, 2019) being chargeable to open end
equity, asset allocation and index funds. Maximum cap on the expenses has been set at 0.4% per annum of net
assets of fund or actual expenses, whichever being lower. The Fund has started accruing expense on this account
at 0.4% per annum of net assets of the Fund effective from March 21, 2017.

2018 2017
Note ~ - (Rupees in '000)----------

10. PAYABLE TO THE TRUSTEE

Remuneration of the Central Depository Company of

Pakistan Limited - Trustee 10.1 58 187

Sindh sales tax on remuneration of the Central Depository

Company of Pakistan Limited - Trustee 7 24

CDS charges payable 4 25

69 236

10.1 The Trustee is entitled to a monthly remuneration for services rendered to the Fund under the provisions of the

Trust Deed as per the tariff specified therein, based on the daily net assets of the Fund. The fee is paid to the Trust-
ee monthly in arrears.

Based on the Trust Deed, the tariff structure applicable to the Fund as at June 30, 2018 is as follows:

Amount of funds under management [Average Tariff per annum
Net Assets Value (NAV)]

Upto Rs 1,000 million Rs 0.7 million or 0.20% per annum of net assets value
whichever is higher

Rs 1,000 million and above Rs 2.0 million plus 0.10% per annum of net assets
value exceeding Rs 1,000 million
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2018 2017
11. PAYABLE TO THE SECURITIES AND EXCHANGE Note  ——— (Rupees in ‘000}----------
COMMISSION OF PAKISTAN
Annual fee 11.1 314 396
11.1 Under the provisions of the NBFC Regulations, 2008 a collective investment scheme categorised as an equity

scheme is required to pay as annual fee to the SECP, an amount equal to 0.095 percent of the average annual net
assets of the scheme. The fee is payable annually in arrears.

2018 2017
12. ACCRUED EXPENSES AND OTHER LIABILITIES Note = --------e- (Rupees in '000)----------

Provision for Federal Excise Duty 12.2 5,685 5,685
Withholding tax payable 95 4,795
Provision for Sindh Workers' Welfare Fund 12.1 2,768 2,768
Dividend payable - 1,484
Brokerage payable 58 482
Auditors' remuneration 306 315
Printing and other related costs 187 80
Other payables 32 43

9,131 15,652

12.1 WORKERS' WELFARE FUND AND SINDH WORKERS' WELFARE FUND

The Finance Act 2008 introduced an amendment to the Workers' Welfare Fund Ordinance, 1971 (WWF Ordinance).
As a result of this amendment it may be construed that all Collective Investment Schemes (CISs) / mutual Funds
whose income exceeds Rs. 0.5 million in a tax year, have been brought within the scope of the WWF Ordinance,
thus rendering them liable to pay contribution to WWEF at the rate of two percent of their accounting or taxable
income, whichever is higher. In this regard, a constitutional petition has been filed by certain CISs through their
trustees in the Honorable High Court of Sindh, challenging the applicability of WWF to the CISs, which is pending
adjudication.

The Finance Act 2015 incorporated an amendment in WWF Ordinance by excluding CIS from the definition of
Industrial Establishment, and consequently CIS are no more liable to pay contribution to WWF with effect from July
1, 2015.

Subsequently, the Ministry of Labour and Manpower (the Ministry) vide its letter dated July 15, 2010 clarified that
“Mutual Fund(s) is a product which is being managed / sold by the Asset Management Companies which are liable
to contribute towards Workers Welfare Fund under Section 4 of the WWF Ordinance. However, the income on
Mutual Fund(s), the product being sold, is exempted under the law ibid”.

Further, the Secretary (Income Tax Policy) Federal Board of Revenue (FBR) issued a letter dated October 6, 2010 to
the Members (Domestic Operation) North and South FBR. In the letter, reference was made to the clarification
issued by the Ministry stating that mutual Funds are a product and their income are exempted under the law ibid.
The Secretary (Income Tax Policy) Federal Board of Revenue directed that the Ministry’s letter may be circulated
amongst field formations for necessary action. Following the issuance of FBR Letter, show cause notice which had
been issued by taxation office to certain mutual Funds for payment of levy under WWF were withdrawn. However,
the Secretary (Income Tax Policy) Federal Board of Revenue vide letter January 4, 2011 has cancelled ab-initio clarif-
icatory letter dated October 6, 2010 on applicability of WWF on mutual Funds and issued show cause notices to
certain mutual Funds for collecting WWF. In respect of such show cause notices, certain mutual Funds have been
granted stay by Honorable High Court of Sindh on the basis of the pending constitutional petition in the said court
as referred above.

During the year ended June 30, 2013, the Larger Bench of the Sindh High Court (SHC) issued a judgment in response
to a petition in another similar case in which it is held that the amendments introduced in the WWF Ordinance
through Finance Acts, 2006 and 2008 do not suffer from any constitutional or legal infirmity.

During the year ended June 30, 2014, the Honorable Peshawar High Court on a petition filed by certain aggrieved
parties (other than the mutual Funds) have adjudicated that the amendments introduced in the Workers Welfare
Fund Ordinance, 1971 through the Finance Acts of 1996 and 2009 lacks the essential mandate to be introduced and
passed through the money bill under the Constitution of Pakistan and hence have been declared as ultra vires the
Constitution.
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The Supreme Court of Pakistan (SCP) passed a judgment on November 10, 2016, deciding that amendments made
through the Finance Acts through which WWF was levied are unlawful, as such are not in nature of tax; therefore,
it could not be introduced through the money bill. However, the Federal Board of Revenue has filed a review
petition in the SCP against the said judgment, which is pending for hearing in the SCP.

Further, the Government of Sindh also introduced levy of the Sindh Workers” Welfare Fund (SWWF) through the
Sindh Workers” Welfare Act, 2014. The Mutual Fund Association of Pakistan, in the previous years based on opinion
obtained from the tax consultants, concluded that SWWEF is not applicable on mutual Funds. MUFAP also wrote to
the Sindh Revenue Board (SRB) that mutual Funds are not establishments and are pass through vehicles; therefore,
they do not have any worker and, as a result, no SWWF is payable by them. SRB responded back that as mutual
Funds are included in definition of financial institutions in the Financial Institutions (Recovery of Finance)
Ordinance, 2001, and thus SWWEF is payable by them. MUFAP has taken up the matter with the concerned ministry
[Sindh Finance Ministry] for appropriate resolution of the matter.

Considering the above developments, the Management Company assessed the position of the Fund with regard to
reversal of provision of WWF and recognition of provision of SWWF, and decided that:

- Asan abundant caution, the Sindh Workers’ Welfare Fund (SWWF) should be recognized from July 01, 2014, and

- Provision computed for SWWF should be adjusted against provision of WWF, as the SCP declared WWF unlaw-
ful. It was also decided that if any further provision is required, then it should be recognized in books of the
Fund. If provision of WWF is in excess of provision required for SWWF, the remaining provision of WWF should
be carried forward unless further clarification is received from the MUFAP.

As a result, the Management Company assessed that no further provision is required for SWWF and additional
provision of WWF should be carried forward till the matter is cleared.

In the wake of the aforesaid developments, the MUFAP called its Extraordinary General Meeting (EOGM) on
January 11, 2017, wherein the MUFAP recommended to its members that effective from January 12, 2017, Work-
ers' Welfare Fund (WWF) recognised earlier should be reversed in light of the decision made by the Supreme Court
of Pakistan; and as an abundant caution, Sindh Workers' Welfare Fund (SWWF) should be recognized effective from
May 21, 2015.

MUFAP also communicated the above-mentioned decisions to the Securities and Exchange of Commission (SECP)
through its letter dated January 12, 2017, and the SECP through its letter dated February 01, 2017, advised that the
adjustment should be prospective and supported by adequate disclosures.

As a result of the above recommendations of the MUFAP, the Fund on January 12, 2017, reversed the provision of
WWF amounting to Rs. 4.892 million. Further, the Fund had started recognising provision for SWWF.

As at June 30, 2018, the provision in relation to SWWF amounted to Rs. 2.768 million (2017: Rs. 2.768 million). Had
the provision not being made, the Net Asset Value per unit as at June 30, 2018 would have been higher by Rs. 1.04
(2017: Rs. 0.736) per unit.

12.2 As per the requirement of the Finance Act, 2013, Federal Excise Duty (FED) at the rate of 16 percent on the remu-
neration of the Management Company has been applied effective from 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 results
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 along-with Central Depository Company of Pakistan Limited with the Sindh
High Court (SHC) on September 04, 2013.

While disposing the above petition through order dated June 30, 2016, the SHC declared the said provisions to be
ultra vires and as a result no FED is payable with effect from July 01, 2011. However, the tax authorities subsequent-
ly filed appeal against the decision of the SHC in the Supreme Court of Pakistan, which is pending for the decision.

The Finance Act, 2016 excluded the mutual Funds from the levy of FED with effect from July 01, 2016. therefore,
no provision is charged during the year ending June 30, 2017.

However, since the appeal is pending in Supreme Court of Pakistan, the Management Company, as a matter of
abundant caution, has made a provision on FED on remuneration of Management Company, aggregating to Rs.
5.685 million (2017: Rs. 5.685). Had the provision not been made, the Net Asset Value per unit as at June 30, 2018
would have been higher by Rs. 2.14 (2017: Rs. 1.51 ) per unit.
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13.

14.

15.

16.

17.

18.

CONTINGENCIES AND COMMITMENTS

There were no contingencies and commitments outstanding as at June 30, 2018 and June 30, 2017.

2018 2017
NUMBER OF UNITS IN ISSUE

Total units in issue at the beginning of the year 3,761,312 1,618,100
Units issued 1,055,926 8,728,360
Units redeemed (2,154,122) (6,585,148)
Total units in issue at the end of the year 2,663,116 3,761,312

AUDITORS' REMUNERATION

Annual audit fee 240 240

Fee for half yearly review 135 135

Review of compliance with the requirements of the

Code of Corporate Governance - 45

Other certifications and out of pocket expenses 61 124
436 544

TAXATION

No provision for taxation has been made as the Fund has incurred a net loss and as such is exempt from Income Tax
as per Clause 99 of Part | of the Second Schedule to the Income Tax Ordinance, 2001. The Fund is also exempt from
provision of Section 113 (minimum tax) under clause 11A of Part IV of Second Schedule to the Income Tax
Ordinance, 2001. Hence, no provision with respect to tax has been recognized in the income statement.

EARNINGS PER UNIT

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

FINANCIAL INSTRUMENTS BY CATEGORY e Asat June 30, 2018 -
At fair value Loans and
through profit . Total
receivables
or loss
Assets e Rupees in '000'----------==-=--------
Bank balances - 43,148 43,148
Investments 258,299 - 258,299
Dividend and profit receivable - 674 674
258,299 43,822 302,121
--=-m=-m---——-- As at June 30, 2018 ----------------
At fair value Other
through profit financial Total
Liabilities or loss liabilities
---------------------- Rupees in '000'---------=--=--==-=---
Payable to the Management Company - 1,180 1,180
Payable to the Trustee - 62 62
Accrued expenses and other liabilities - 583 583
Units Holder's Fund - 294,168 294,168

- 295,993 295,993
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At fair value Loans and
through profit . Total
receivables
or loss
Assets Rupees in '000'--------=============
Bank balances - 63,886 63,886
Investments 521,086 - 521,086
Dividend and profit receivable - 2,123 2,123
521,086 66,009 587,095

———————————————— AsatJune 30, 2017 ----------------

At fair value Other
through profit financial Total
or loss liabilities
Liabilittes RUPEES iN '000-wnemmememmememmemee
Payable to the Management Company - 1,827 1,827
Payable to the Trustee - 212 212
Accrued expenses and other liabilities - 2,404 2,404
Payable against redemption of units - 102,677 102,677
Units Holder's Fund - 468,825 468,825
- 575,945 575,945
19. TRANSACTIONS / BALANCES WITH CONNECTED PERSONS / RELATED PARTIES

Connected persons include HBL Asset Management Limited being the Management Company, Habib Bank Limited
being the Sponsor, Central Depository Company of Pakistan Limited, being the Trustee of the Fund, other collective
investment schemes managed by the Management Company, directors and officers of the Management Company,
directors of connected persons and persons having 10% or more beneficial ownership of the units of the Fund.

The transactions with connected persons are in the normal course of business, at contracted rates and terms deter-
mined in accordance with the market rates.

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

Details of the transactions with connected persons and balances with them, if not disclosed elsewhere in these
financial statements are as follows:

Transactions during the year

2018 2017

Management Company .

—————————— (Rupees in '000)----------
Issue of Nil units (2017: 64,557 units) - 7,878
Redemption of 281,541 units (2017: Nil units) 31,099 -
Remuneration of the Management Company 6,608 8,326
Sindh sales tax on remuneration of the Management Company 859 1,082
Allocation of expenses related to registrar services, accounting,
operation and valuation services 330 427
Selling and marketing expenses 1,322 -
Dividend - 9,004
MCB Bank Limited (Formerly NIB Bank Limited) - connected person due to
holding more than 10% units
Profit on bank deposits 2,438 2,244
Bank charges 20 23
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2018 2017

---------- (Rupees in '000)----------
Issue of Nil units (2017: 3,165,441 units) - 401,167
Redemption of Nil units (2017: 2,143,391 units) - 288,646
Dividend paid - 11,167
Dividend Income 1,025 -
Habib Bank Limited - Sponsor
Dividend Income 361 1,219
Bank charges 2 -
Central Depository Company of Pakistan Limited - Trustee
Remuneration for the year 812 977
CDS charges 42 119
Directors and Executives of the Management Company
Issue of Nil units (2017: 28,889 units) - 3,447
Redemption of 399 units (2017: 3,511 units) 44 441
Dividend - 280
Amounts outstanding as at year end
Management Company
Units held: 533,331 units (2017: 814,872 units) 58,912 101,569
Remuneration payable to the Management Company 489 904
Sindh sales tax on remuneration of the Management Company 64 118
Allocation of expenses related to registrar services,
accounting, operation and valuation services 24 45
Selling and marketing reimbursement 640 687
Sales load payable 27 191
MCB Bank Limited (Formerly NIB Bank Limited) - connected person due to
holding more than 10% units
Bank balance 4,765 63,886
Units held 1,022,050 units (2017: 1,022,050 units) 112,896 127,393
Central Depository Company of Pakistan Limited - Trustee
Trustee fee payable 58 187
Sindh Sales Tax on trustee remuneration 7 24
Security deposit 100 100
CDS charges payable 4 25
Habib Bank Limited - Sponsor
Bank balance 33 -
Directors and Executives of the Management Company
Units held: Nil units (2017: 25,378 units) - 3,163
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20. FINANCIAL RISK MANAGEMENT

The Board of Directors of the Management Company has overall responsibility for the establishment and oversight
of the Fund's risk management framework. The Board is also responsible for developing and monitoring the Fund's
risk management policies.

The Fund's risk management policies are established to identify and analyse the risks faced by the Fund, to set
appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and
systems are reviewed regularly to reflect changes in market conditions and the Fund's activities.

The Fund's activities expose it to a variety of financial risks: market risk, credit risk and liquidity risk.
20.1 Market risk

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

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

Market risk comprises of three types of risks; currency risk, interest rate risk and other price risk.

20.1.1 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, at present, is not exposed to currency risk as its all transactions are
carried out in Pak Rupees.

20.1.2 Interest rate risk

Interest 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 interest rates.

a) Cash flow interest rate risk

The Fund's interest rate risk arises from the balances in savings accounts. The net loss for the year would have
decreased / (increased) by Rs. 0.43 million (2017: Rs 0.64 million), had the interest rates on savings accounts
with banks increased / (decreased) by 100 basis points.

b) Fair value interest rate risk

Since the Fund currently does not have any fixed rate instruments that are impacted by market interest rates,
therefore, it is not exposed to fair value interest rate risk.

20.1.3 Price risk

Price 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 prices (other than those arising from interest 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 finan-
cial instruments traded in the market.

The Fund is exposed to equity price risk because of investments held by the Fund in listed equity securities classi-
fied on the Statement of Assets and Liabilities as 'fair value through profit or loss - held for trading'. To manage its
price risk arising from investments in equity securities, the Fund diversifies its portfolio within eligible stocks. The
Fund's constitutive document / NBFC Regulations, 2008 also limit individual equity securities to no more than 10%
of net assets of the Fund, or issued capital of the investee company and sector exposure limit to 35% of net assets.

In case of 5% increase / decrease in price of all shares held by Fund at the year end, net income for the year would

increase / decrease by Rs 12.91 million (2017: Rs 26.054 million) and net assets of the Fund would increase /
decrease by the same amount as a result of gains / losses on equity securities at fair value through profit or loss.
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20.2 Credit risk

Credit risk represents the risk of a loss if the counter parties fail to perform as contracted. The Fund's credit risk
mainly arises from deposits with banks and financial institutions and credit exposure arising as a result of dividend
receivable on equity securities.

Management of credit risk

For banks and financial institutions, the Fund keeps deposits with reputed institutions. Credit risk on account of
dividend receivable is minimal due to the statutory protections. All transactions in listed securities are settled / paid
for upon delivery using the system of National Clearing Company of Pakistan Limited. The risk of default in these
transactions is considered minimal due to inherent systematic measures taken therein. The Fund's policy is to
enter into financial contracts in accordance with the investment guidelines approved by the Investment Commit-
tee, its Trust Deed and the requirements of the NBFC rules and the regulations and the guidelines given by the SECP
from time to time.

The analysis below summarises the credit quality of the balances in deposit accounts with Banks with which the
Fund has kept such balances as at June 30, 2018:

Latest available
Balance

Name of banks published rating as Rating agency
tJ) 30,
s at June 30,2018
MCB Bank Limited 4,765 AAA PACRA
Habib Bank Limited 33 AAA JCR - VIS
JS Bank Limited 38,291 AA- PACRA
Soneri Bank Limited 59 AA- PACRA
43,148
Balance Latest available
Name of banks as at June 30 published rating as Rating agency
2017 ! atJune 30,2017
NIB Bank Limited (Merged with
MCB Bank Limited on July 7, 2017) 63,877 AA- PACRA
Soneri Bank Limited 9 AA- PACRA

63,886

The maximum exposure to credit risk before considering any collateral as at June 30, 2018 and June 30, 2017 is the
carrying amount of the financial assets. Investments in equity securities, however, are not exposed to credit risk.
None of these assets are 'impaired' nor 'past due but not impaired'.

Concentration of credit risk

Concentration of credit risk arises when a number of financial instruments or contracts are entered into with the
same counterparty, or where a number of counterparties are engaged in similar business activities, or activities in
the same geographic region, or have similar economic features that would cause their ability to meet contractual
obligations to be similarly affected by changes in economic, political or other conditions. The Fund's portfolio of
financial assets is broadly diversified and transactions are entered into with diverse credit worthy counterparties
thereby mitigating any significant concentration of credit risk.

The Fund's major bank balance is held with JS Bank Limited and MCB Bank Limited. Management believes that such
bank is a reputed institution.

20.3 Liquidity risk

Liquidity risk is the risk that the Fund may not be able to generate sufficient cash resources to settle its obligations
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 cash redemptions, if any, at the option of unit holders. The Fund's approach to manag-
ing 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, without incurring unacceptable losses or risking damage to
the Fund's reputation. Its 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.
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The Fund has the ability to borrow in the short term to ensure settlement. The maximum amount available to the
Fund from the borrowing would be limited to fifteen percent of the total net asset value of the Fund at the time of
borrowing and shall be repayable within 90 days. The facility would bear interest at commercial rates and would be
secured against the assets of the Fund. However, during the current year no borrowings were made by the Fund.

In order to manage the Fund's overall liquidity, the Fund also has the ability to 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. However, no such instances were
witnessed by the Fund during the current year .

The table below analyses the Fund's financial liabilities into relevant maturity groupings based on the remaining
period at the balance sheet date to the contractual maturity date. The amounts in the table are the contractual
undiscounted cash flows.

-------------- As at June 30, 2018 --------------

More than

and upto y

one year
Liabilites T (Rupees in ‘000)--------
Payable to the Management Company 1,180 - - 1,180
Payable to the Trustee 62 - - 62
Accrued expenses and other liabilities 583 - - 583

1,825 - - 1,825
Units Holder's Fund 294,168 - - 294,168
—————————————— As at June 30, 2017 --------------
More than
Upto tPhree three months More than Total
months and upto one year
Liabilities one year
---------- (Rupees in '000)----------
Payable to the Management Company 1,945 - 1,945
Payable to the Trustee 236 - 236
Accrued expenses and other liabilities 2,404 - 2,404
4,585 - 4,585
Unit Holder's Fund 468,825 - - 468,825
21. FAIR VALUE AND CATEGORIES 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. 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.

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 reporting date. The quoted market price 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.

International Financial Reporting Standard (IFRS) 13, "Fair Value Measurement" 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:The Fund classifies 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:
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- Fair value measurements using quoted prices (unadjusted) in active markets for identical assets or liabilities
(level 1);

- Fair value measurements using 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) (level 2); and

- Fair value measurements using Inputs for assets or liability that are not based on observable market data (i.e.
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.

June 30, 2018

Carrying amount

Fair Value
Fair value Loans and Other Total Levell Level2 Level 3 Total
through profit receivables financial
Note
or loss - Held assets /
for trading liabilities
---------- (Rupees in '000)----------
On-balance sheet financial instruments
Financial assets measured at fair value
Investments
- Listed equity securities 6 258,299 - - 258,299 258,299 - - 258,299
258,299 - - 258,299 258,299 - - 258,299
Financial assets not measured at fair value 21.1
Bank balances - 43,148 - 43,148 - - - -
Dividend and profit receivable - 674 - 674 - - - -
- 43,822 - 43,822
Financial liabilities not measured at fair value 211
Payable to the Management Company - - 1,180 1,180 - - - -
Payable to the Trustee - - 62 62 - - - -
Accrued expenses and other liabilities - - 583 583 - - - -
Units Holder's Fund - - 294,168 294,168 - - - -
- - 295,993 295,993
June 30, 2017
Carrying amount Fair Value
Fair value Other
through profit Loans and  financial
Total L 11 L 12 L 13 Total
orloss - Held receivables ?Ssle't?/ ot eve eve eve ota
Note for trading liabilities
On-balance sheet financial instruments (Rupees in '000)----------
Financial assets measured at fair value
Investments
- Listed equity securities 6 521,086 - - 521,086 521,086 - - 521,086
521,086 - - 521,086 521,086 - - 521,086
Financial assets not measured at fair value 21.1
Bank balances - 63,886 - 63,886 - - - -
Dividend and profit receivable - 2,123 - 2,123 - - - -
- 66,009 - 66,009
Financial liabilities not measured at fair value 21.1
Payable to the Management Company - - 1,945 1,945 - - - -
Payable to the Trustee - - 236 236 - - - -
Accrued expenses and other liabilities - - 2,404 2,404 - - - -
Payable against redemption of units - - 102,677 102,677 - - - -
Units Holder's Fund - - 468,825 468,825 - - - -

- - 576,087 576,087
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21.1 The Fund has not disclosed the fair values for these financial assets and financial liabilities, as these are either short
term in nature or repriced periodically. Therefore, their carrying amounts are reasonable approximation of fair
value.

21.2 Valuation techniques

For level 1 investments at fair value through profit or loss - held for trading investment in respect of equity securi-
ties, Fund uses daily quotation shares which are taken from Pakistan Stock Exchange Limited at reporting date.

21.3 Transfers during the year
There were no transfers between various levels of fair value hierarchy during the year.
22. UNIT HOLDERS' FUND RISK MANAGEMENT

The unit holders' fund is represented by redeemable units. These units are entitled to distributions and to payment
of a proportionate share, based on the Fund's net asset value per unit on the redemption date. The relevant move-
ments are shown in the Statement of Movement in Unit Holders' Fund. The Fund has no restrictions on the
subscription and redemption of units except for maintaining minimum fund size of Rs.100 million at all times. The
Fund has maintained and complied with the requirements of minimum fund size during the year.

The Fund's objectives when managing unit holders' fund are to safeguard its ability to continue as a going concern
so that it can continue to provide returns to unit holders and to maintain a strong base of assets under manage-
ment.
In accordance with the risk management policies stated in note 21, the Fund endeavors to invest the subscriptions
received in appropriate investments while maintaining sufficient liquidity to meet redemption requests, which
would be augmented by short-term borrowings or disposal of investments where necessary.

23. PARTICULARS OF THE INVESTMENT COMMITTEE AND THE FUND MANAGER

Details of members of the investment committee of the Fund as on June 30, 2018 are as follows:

S.no. Name Designation Qualification Experience in years
1 Farid Ahmed khan Chief Executive Officer CFA, MBA 25+ Years
2 Mohammad Imran Chief Investment Officer MBA - Finance 18+ Years
3 Jawad Naeem Specialits - Equity MBA 10+ Years
4 Adeel Abdul Wahab Specialits - Equity ACCA 10+ Years
5 Noman Ameer Manager Risk MBA - Finance 11+ Years
6 Sateesh Balani Head of Research CFA, MBA 7+ Years
24, LIST OF TOP TEN BROKERS / DEALERS BY PERCENTAGE OF COMMISSION PAID

Top ten brokers during the year ended June 30, 2018
1 IGI Finex Securities Limited
EFG Hermes Pakistan Limited
AL Falah Securities (Private) Limited
Habib Metropolitan Financial Services limited
Topline Securities (Private) Limited
BMA Capital Management Limited
Optimus Capital Management (Private) Limited
Intermarket Securities Limited
DJM Securities (Private) Limited
0 Insight Securities (Private) Limited

RPOoO~NOTULh_WN

Top ten brokers during the year ended June 30, 2017
1 Taurus Securities Limited

2 IGI Finex Securities Limited

3 Ismail Igbal Securities (Private) Limited
4 AL Falah Securities (Private) Limited

5 WE Financial Services Limited

6 Shajar Capital Pakistan (Private) Limited
7 Zillion Capital Securities (Private) Limited
8 AKD Securities Limited

9 Global Securities Pakistan Limited

10 Next Capital Limited
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25. PATTERN OF UNIT HOLDING

Pattern of unit holding as at June 30, 2018 is as follows:

Number of Number of Investment

Category unit holders units held amount Percentage
Individuals 135 1,004,834 110,994 37.73%
Associated Companies and Directors 1 533,330 58,912 20.03%
Retirement Funds 3 95,217 10,517 3.58%
Banks 1 1,022,050 112,896 38.38%
Trust 1 7,685 849 0.28%
Total 141 2,663,116 294,168 100.00%
Number of Number of Investment
Category unit holders units held amount Percentage
Individuals 142 965,870 120,390 25.68%
Associated Companies and Directors 1 814,872 101,569 21.66%
Retirement Funds 4 408,933 50,971 10.87%
Banks 1 1,022,050 127,393 27.17%
Trust 2 451,215 56,241 12.00%
Others 1 98,372 12,261 2.62%
Total 151 3,761,312 468,825 100.00%
26. ATTENDANCE AT MEETINGS OF THE BOARD OF DIRECTORS

Five meetings of the Board of Directors were held on August 25, 2017, October 27, 2017, November 23, 2017,
February 26, 2018 and April 23, 2017 respectively. Information in respect of the attendance by the Directors in the
meetings is given below:

S.N Name of Director Number of meetings Meetings not attended
.No. ame of Directo Held Attended Leave eetings not attende

Mr. Agha Sher Shah 1

Mr. Farid Ahmed Khan

Ms. Ava A. Cowasjee

Mr. Rayomond H. Kotwal

Mr. Rizwan Haider

Mr. Shabbir Hussain Hashmi 2
Mr. Shahid Ghaffar 3

Mr. Nadeem Abdullah 4
Mr.Towfiq Habib Chinoy >
Mr.Salahuddin Manzoor ©

November 23,2017 & April 23,2018
October 27,2017

February 26,2018

BoowNwourwNe

WwpNROTOTUITUN

WW AR RRrAOWON
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Appointed on November 23, 2017.
Appointed on February 26, 2018.
Appointed on December 04, 2017.
Resigned on February 26, 2018.
Resigned on November 23, 2017.
Resigned on November 30, 2017.

OB WNBE

27. TOTAL EXPENSE RATIO
In accordance with the directive 23 of 2016 dated July 20, 2016 issued by the Securities and Exchange Commission

of Pakistan, the total expense ratio of the Fund for the year ended June 30, 2018 is 3.87% (YTD) which includes 0.4%
representing government levy and SECP fee.
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28. DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorised for issue on August 31, 2018 by the Board of Directors of the Manage-
ment Company.

29. CORRESPONDING FIGURES
Corresponding figures have been rearranged or reclassified, where necessary, for the purpose of better presenta-
tion. No significant rearrangement or reclassification was made in these financial statements during the current
year.

30. GENERAL

Figures have been rounded off to the nearest thousand Rupees.

For HBL Asset Management Limited
(Management Company)

Chief Financial Officer Chief Executive Officer Director
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NAME OF FUND IHBL Government Securities Fund

NAME OF TRUSTEE Central Depository Company of Pakistan Limited

NAME OF AUDITORS Deloitte Yousuf Adil, Chartered Accountants.

NAME OF BANKERS Habib Bank Limited

Bank Al-Habib Limited

Habib Metropolitan Bank Limited
Bank Al Falah Limited

Allied Bank Limited

JS Bank Limited

Samba Bank Limited

Zarai Taragiati Bank Limited
MCB Bank Limited

Soneri Bank Limited

United Bank Limited

Sindh Bank limited

NRSP Microfinance Bank Limited
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FUND MANAGER’S REPORT —

HBL GOVERNMENT SECURITIES FUND
As at June 30, 2018

Type and Category of Fund

Open end Sovereign Income Fund

Investment Objective and Accomplishment of Objective

The investment objective of the Fund is to provide consistent returns to its investors through active investments in a blend of
short, medium and long term securities issued and / or guaranteed by Government of Pakistan. The Fund will aim to provide
superior risk adjusted returns through active duration and liquidity management tools. The investment objective is achieved.
Benchmark and Performance Comparison with Benchmark

The Fund’s benchmark is average Six (6) month PKRV Rates.

The comparison of the fund return with benchmark is given below:

Month Re:s:;of Benchmark 7.00%
6.50%
Jun-18 5.96% 6.84%
May-18 4.83% 6.43% 6.00%
Apr-18 4.23% 6.36% < 0%
Mar-18 4.67% 6.47%
Feb-18 5.13% 6.24% 5.00%
Jan-18 4.72% 6.03% 4509
Dec-17 4.26% 6.02% o
Nov-17 4.49% 6.01% 4.00%
Oct-17 4.48% 6.01%
Sep-17 4.53% 6.01%| >°9%
. 5 Jul- Aug- Sep- Oct- Nov- Dec- Jan- Feb- Mar- Apr- May- Jun-
Aug-17 4.28% 6.00% 17 17 17 17 17 17 18 18 18 18 18 18
JU|‘17 416% 600% e Return of Fund e Benchmark

Strategies and Policies employed during the Year

During the year, the fund was majorly invested in Government Securities (T-Bills, PIBs and ljarah Sukuk) of various tenors. The
Fund Manager increased the exposure in lower duration Government Bonds and T-bills against longer duration Bonds to
reduce volatility in returns due to expectation of interest rate increase during the year. At the end of the year, exposure in GOP
Securities was trimmed to deploy funds at higher profit rates in Daily Product bank accounts. As per the policy, HBL GSF
maintained 70% (monthly average) exposure in government and remaining exposure in Cash at banks, placements with banks
and MTS & Spread Transactions. Further, bank deposits were maintained only with the high rated banks.

Asset Allocation

Asset Allocation for June 2018 Asset Allocation for June 2017
Other, 1%

Spread Transaction  Qther, 1%
/ MTS, 2%

Cash, 32%

PIB's, 50%

Placements,

Cash, 99% 13%

Thills, 2%

= Cash = Spread Transactions/ MTS Other

Annual Report-2018



Significant Changes in Asset Allocation during the Year

During the year under review, HBL Government Securities Fund maintained exposure of 70% on a monthly basis in T-bills and
PIBs as per the regulatory requirement. However, near the Fiscal Year end the exposures in Government Securities was
eliminated and shifted to Bank deposits. Due to above changes in asset allocation, weighted average time to maturity reduced
to 1 day as compared to 714 days in June' 17.

Fund Performance

The total income and net income of the Fund was Rs. 45.25 million and Rs. 30.66 million respectively during the year ended
June 30, 2018. The ex-dividend Net Asset Value (NAV) per unit of the Fund was Rs. 105.4266 per unit as on June 30, 2017. The
NAV of the Fund was Rs. 110.4244 per unit as on June 30, 2018, thereby giving an annualized return of 4.74%. During the same
year the benchmark (6 Month PKRV Rates) return was 6.20%.The size of Fund was Rs. 314 million as on June 30, 2018.

Money Market Review

Interest rate cycle reversed in FY18 as central bank focus diverted towards containing rising twin deficits and in anticipation of
increase in inflation due to lack of fiscal discipline in election times. During the year, secondary market yields of 3, 5 and
10-year PIBs increased by 180, 171 and 86 bps respectively while yields of 3, 6 and 12 month T-Bills increased by 79, 90 and
116 bps respectively. Government of Pakistan raised only PKR 96bn through the PIB auction against a target of PKR 900bn as
eight PIB auctions were scrapped in the year due to lack of interest. The last cut-off yields stood at 7.5000%, 8.4795% and
8.6999% p.a. for 3, 5 and 10-year PIBs respectively. Overall trading in longer tenures remained lackluster due to market
participants’ consensus of increase in interest rates.

During FY18, Government retired PKR 77bn from scheduled banks against borrowing of PKR 179bn during same period last
year due to multiple scrapped PIB Auctions. Meanwhile, Government borrowing from SBP increased by PKR 1,439bn during
the period against PKR 908bn during same period last year. Government largely managed its borrowing requirements through
domestic sources, and raised PKR 16,894bn via T-bills (excluding NCB) compared to the cumulative target of PKR 16,925bn and
maturities of PKR 15,971bn. In the last T-Bill Auction held in Jun-18 no amount was accepted in the 6 and 12 month T-Bills. The
cutoff yield was 6.7596% for the 3 month T-Bills. SBP increased the policy rate by 25bps in January and a further 50bps in May
to 6.50% to control aggregate demand and the current account deficit. Since then the SBP has further increased policy rate by
100bps in Jul-18 MPS. Going forward, we foresee another interest rate hike of 50bps in the calendar year on the back of
increasing inflation expectation and sustainability of current account risks.

Distribution

Subsequent to the year end, the Fund has distributed cash dividend upto Rs. 4.75 per unit for the year ended June 30, 2018,
which reduced the cum-NAV of the Fund as of June 30, 2018 by amount of distribution to Rs. 105.6744 per unit.

Significant Changes in the State of Affairs
There were no significant changes in state of affairs of the Fund.

Breakdown of Unit Holding by Size

From -To Number of Unit Holders Total Number of Units Held

(Number of units)
1-100 28 1,944
101 -500 26 6,160
501 -1,000 15 10,842
1,001 -10,000 70 316,407
10,001 - 100,000 36 1,142,880
100,001 — 500,000 2 445,183
500,001 - 1,000,000 1 916,873
1,000,001 - 5,000,000 - -
5,000,001 and above - -
Total 178 2,840,288
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Unit Splits

There were no unit splits during the year.

Circumstances materially affecting the Interest of Unit Holders
Investments are subject to market risk.

Soft Commission

The Management Company from time to time receives research reports and presentations from brokerage house.
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PERFORMANCE TABLE -

HBL GOVERNMENT SECURITIES FUND
As at June 30, 2018

2018 2017 2016 2015 2014 2013
Net assets at the period end(Rs'000) 313,637 1,369,950 2,114,271 1,324,011 2,436,787 1,231,919
NET ASSETS VALUE PER UNIT AT 30 JUNE - RUPEES
Class C Units
Redemption 110.4244 105.4266 105.2098 102.9612 100.1988 100.8387
Offer - Class C 110.4244 105.4265 105.2098 102.9612 100.1988 100.8387
Offer - Class D 112.2961 107.2135 106.5249 104.2482 101.4513 102.0992
OFFER / REDEMPTION DURING THE PERIOD - RUPEES
Highest offer price per unit - Class C 110.4244 112.4052 110.7623 112.5040 103.0632 103.2986
Lowest offer price per unit - Class C 105.4759 105.2610 102.9154 100.2531 100.4070 100.6432
Highest offer price per unit - Class D 112.2482 112.6839 112.1468 113.9103 104.3515 104.5898
Lowest offer price per unit - Class D 107.2637 106.5768 104.2018 101.5063 101.6621 101.9012
Highest redemption price per unit 110.4244 110.8057 110.7623 112.5040 103.0632 103.2986
Lowest redemption price per unit 105.4759 105.2610 102.9154 100.2531 100.4070 100.6432
RETURN (%)
Total return 4.74% 5.54% 7.85% 11.75% 8.78% 9.52%
Income distribution 4.75% 5.60% 5.85% 9.00% 9.20% 8.90%
Capital growth -0.01% -0.06% 2.00% 2.75% -0.42% 0.62%
DISTRIBUTION
First Interim dividend distribution (Rs) - - - - 1.75 2.40
Date of Income Distribution 26-Sep-13 28-Sep-12
Second Interim dividend distribution (Rs) - - - - 2.70 2.30
Date of Income Distribution 26-Dec-13 27-Dec-12
Third Interim dividend distribution (Rs) - - - - 2.40 2.00
Date of Income Distribution 28-Mar-14 26-Mar-12
Fourth Interim dividend distribution (Rs) - - 5.85 9.00 2.35 2.20
Date of Income Distribution 30-Jun-16 24-Jun-15 25-Jun-14 26-Jun-13
Final dividend distributation (Rs) 4.75 5.60 - - - -
Date of Income Distribution 04-Jul-18 19-Jun-17
Total dividend distribution for the year/ period (Rs) 4.75 5.60 5.85 9.00 9.20 8.90
AVERAGE RETURNS (%)
Average annual return 1 year 4.74% 5.54% 7.85% 11.75% 8.78% 9.52%
Average annual return 2 year 5.14% 6.70% 9.80% 10.26% 9.15% 10.68%
Average annual return 3 year 6.04% 8.36% 9.46% 10.01% 10.05% 11.00%
PORTFOLIO COMPOSITION - (%)
Percentage of Total Assets as at 30 June:
Bank Balances 98.68% 32.35% 45.00% 24.00% 5.00% 1.00%
T-Bills 0.00% 2.05% 3.00% 3.00% 10.00% 47.00%
Placement with Banks and DFls 0.00% 13.32% 10.00% 0.00% 15.00% 8.00%
PIBs 0.00% 49.46% 18.00% 61.00% 54.00% 4.00%
Corporate Sukuks / TFCs 0.00% 0.00% 11.00% 7.00% 0.00% 5.00%
MTS / Spread Transactions 0.02% 2.07% 12.00% 1.00% 13.00% 34.00%
Others Including receivables 1.30% 0.75% 1.00% 4.00% 3.00% 1.00%
Weighted average portfolio during (No. of days) 1 714 406 1,023 516 106

Note:
The Launch date of the Fund is July 25, 2010
Past performance is not necessarily indicative of future performance and unit prices and investment returns may go down, as well as up.
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Regrart an the Audit af Hha Financlal Stataments
opinlon
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Infermation Othar than the Financisl Statements and Audiber's Report Tharson

fanagament Company 8 respanslble for the alber information. The ather iformation compiises the
Inl'mnﬂﬂhl”m included In the anfual mport, but does nat indude the financial stelements and our Buditor's
rapart tharmon,

Cuir ppinion on the Anendal statementa does net cover the other information and we' do nob express any
form of essuwiance canclisioh heredn,

In commaction with owr audie of the firancial statomants, our responslbility fs fo read the other infarmakion
and, in doing S, conslder whather the other mformation is matarally Inconsistont with the Ananchil
statamants or gor, knawigdgs abteingd n the sudit or cthenslse appeary to be maletsly misstated, IF
baswid on tha wark we Fave parformed, we conclude thal thers is & moterial miastatemeit of this cthaor
Infgemadion, we are mguired o repert that ez We have nothing to report in this fegord.

Respomibiities of Hunnmm Company and Those Charged with Governance for the Financial
Eimbements

Managament Company 5 resgonsibio for the preparation and fair presgntetion of the financisl statEmonts
in eccordams with seecunting #nd Teparting a5 applicobls in Pakigtan, ond For such Inkermal
gontral @5 the Monsgement Company determined |8 nécsssary (o ensble the preparstion of fnanclal
Eatements that are free from material missatement, w'hether due o frawd ar grrar,

In preparing the Fnanciel statementy, Mansgemant Company i responsiale for sssessing the Fund's ability
to contirare 23 2 going concern, dietiosing, b applicable, matters réleted bo peing concem and wsing the
fgoing concem basls af accaunting uriess Managament Company eithor inbends by llguidaes the Fund or B
cease pperationg, or hiss Ao reallstic sltermative buk to do 5o

Thase Charged with Govornanos of the Menagement Compeny &re respaiislble for svnrssaing the Fund's
fnancisl reporting process.
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Juditpr's Responsibliitdes for the Auddit of the Financis] Statements
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in @ ramnner that schieves fale presentabion.

Wa cammusicata with Those Charged with Govermance of the Management Company regarding, smong
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sigraficant deficiencies in internal control that we ety duing our 2udit

We mldn provide Those Tharged with Governance of tha Management Compeny with a sintament that we
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sppicable, relamed satdguards
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eonsequences of doing 53 would ressonpbly be expected to outweldh the publc irterest Benefits of such
comTEcatinn

Rmport on Other Legal and Regulstory Requirsments

In aiar eninion, the financlsl statements hove been prepared In accordence with the relevant provisions of
tha Nea-Banking Financn Companles [(Establishmant and Ragulatian] fles, 2003 and Non-Banking Finance
Companies ann Netifled Enities Requiations, 2000,

The engagernent partner on the sudik resulfing in bis independent pudibor's rapart is-Hene Sadig,

Place: Kurachl
Dabe: Seatamber 18, 2018
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HBL Government Securities Fund

Statement of Assets and Liabilities
As at June 30, 2018

2018 2017
Note = - (Rupees in '000)----------
Assets
Bank balances 5 332,785 546,623
Investments 6 - 1,167,845
Receivables against Margin Trading System 77 37,261
Accrued markup on bank balances and investments 7 2,054 12,737
Deposits, prepayments and other receivables 8 2,310 832
Total assets 337,226 1,765,298
Liabilities
Payable to the Management Company 9 344 1,873
Payable to the Trustee 10 24 472
Payable to Securities and Exchange Commission of Pakistan 11 514 1,452
Payable against redemption of units 523 362,820
Accrued expenses and other liabilities 12 22,184 28,731
Total liabilities 23,589 395,348
Net assets 313,637 1,369,950
Unit holders' fund (as per statement attached) 313,637 1,369,950
Contingencies and commitments 13
------- Number of units -------
Number of units in issue 14 2,840,288 12,994,349
------------ Rupees ------------
Net assets value per unit 4.8 110.4244 105.4266
The annexed notes 1 to 30 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial Officer Chief Executive Officer Director
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HBL Government Securities Fund

Income Statement
For the year ended June 30, 2018

Note

Income

Capital (loss) / gain on sale of investments - net

Income from government securities

Income from money market transactions and other placements
Income form Margin Trading System

Profit on bank deposits

Unrealised appreciation on re-measurement of investments

at 'fair value through profit or loss - held-for-trading' - net
Total income

Expenses

Remuneration of the Management Company 9.1
Remuneration of the Trustee 10.1
Annual fee to Securities and Exchange Commission of Pakistan 111
Allocation of expenses related to registrar services,

accounting, operation and valuation services 9.3
Auditors' remuneration 15

Fee and subscription

Securities transaction cost

Settlement and bank charges

Printing charges

Total expenses

Net income from operating activities

Element of loss and capital loss included in prices of
units issued less those in units redeemed - net 4.7

Reversal of provision for Workers' Welfare Fund 12.1

Provision for Sindh Workers' Welfare Fund 12.1

Net income for the year before taxation

Taxation 16
Net income for the year after taxation

Allocation of net income for the year

Income already paid on redemption of units

Accounting income available for distribution:

- Relating to capital gains
- Excluding capital gains

Earnings per unit 17

The annexed notes 1 to 30 form an integral part of these financial statements.

For HBL Asset Management Limited
(Management Company)

2018 2017
—————————— (Rupees in '000)----------
(135) 1,002
14,313 37,736
7,535 47,189
1,892 13,920
21,646 30,614
- 740
45,251 131,201
9,262 27,338
1,049 2,819
514 1,452
685 1,935
443 469
466 303
1,194 2,622
73 107
284 74
13,970 37,119
31,281 94,082
- (44,157)
- 14,183
(626) (5,338)
(626) 8,845
30,655 58,770
30,655 58,770
16,669
13,986
13,986
30,655

Chief Financial Officer Chief Executive Officer
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HBL Government Securities Fund

Statement of Comprehensive Income
For the year ended June 30, 2018

Note

Net (loss) / income for the year after taxation
Other comprehensive income for the year

Total comprehensive income for the year

The annexed notes 1 to 30 form an integral part of these financial statements.

For HBL Asset Management Limited

(Management Company)

Chief Financial Officer Chief Executive Officer

30,655 58,770

30,655 58,770

Director

Annual Report-2018



HBL Government Securities Fund

Statement of Movement In Unit Holders' Fund
For the year ended June 30, 2018

2018 2017
Capital Unfilstnbuted Total Capital Unf.llstnbuted Total
value income value income
- ---(Rupees in '000)--
Net assets at beginning of the year 1,299,434 70,516 1,369,950 - - 2,114,271
Issuance of 284,355 units (2017: 28,039,561 units)
- Capital value (at net asset value per unit at the beginning of the year) 29,979 - 29,979
- Element of income 328 - 328
Total proceeds on issuance of units 30,307 - 30,307 - - 2,983,220
Redemption of 10,438,416 units (2017: 35,140,975 units)
- Capital value (at net asset value per unit at the beginning of the year) (1,100,487) - 1(1,100,487)
- Amount paid out of element of income
Relating to net income for the year after taxation (119) (16,669) (16,788)
Total payments on redemption of units (1,100,606) (16,669) (1,117,275) - - (3,774,516)
Element of gain and capital gains included in prices
of units issued less those in units redeemed - - - - - 44,157
Total comprehensive income for the year - 30,655 30,655 - - 58,770
Distribution during the year - - - - - (55,952)
Net income for the year less distribution - 30,655 30,655 - - 2,818
Net assets at end of the year 229,135 84,502 313,637 - - 1,369,950
Undistributed income brought forward
- Realised 69,776 94,185
- Unrealised 740 10,510
70,516 104,695
Element of loss and capital losses included in prices
of units issued less those in units redeemed - (36,997)
Accounting income available for distribution
- Relating to capital gains
- Excluding capital gains 13,986
13,986 58,770
Distribution during the year - (55,952)
Undistributed income carried forward 84,502 70,516
Undistributed income carried forward
- Realised 84,502 69,776
- Unrealised - 740
84,502 70,516
(Rupees)
Net assets value per unit at beginning of the year 105.4266 105.2098
Net assets value per unit at end of the year 110.4244 105.4266
The annexed notes 1 to 30 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial Officer Chief Executive Officer Director
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HBL Government Securities Fund

Cash Flow Statement
For the year ended June 30, 2018

2018 2017
Note =~ —-——-- (Rupees in '000)----------
Cash flows from operating activities
Net income for the year before taxation 30,655 58,770
Adjustment for:
Income from government securities (14,313) (37,736)
Income from money market transactions and other placements (7,535) (47,189)
Income from margin trading system (1,892) (13,920)
Profit on bank deposits (21,646) (30,614)
Unrealised appreciation on re-measurement of investments
at 'fair value through profit or loss - held-for-trading' - net - (740)
Capital loss / (gain) on sale of investments - net 135 (1,002)
Element of loss and capital losses included in prices of
units issued less those in units redeemed - net - 44,157
(14,596) (28,274)
Decrease / (increase) in assets
Investments - net 1,167,710 (248,696)
Receivables against Margin Trading System 37,184 222,847
Deposits, prepayments and other receivables (1,478) (12)
1,203,416 (25,861)
(Decrease) / increase in liabilities
Payable to the Management Company (1,529) (990)
Payable to the Trustee (448) 183
Payable to Securities and Exchange Commission of Pakistan (938) (146)
Accrued expenses and other liabilities (6,547) (6,039)
(9,462) (6,992)
Income received from government securities 24,005 38,026
Income received from money market transactions and other placements 9,008 50,755
Income received from margin trading system 2,272 14,273
Bank profits received 20,784 34,488
Net cash generated from operating activities 1,235,427 76,415
Cash flows from financing activities
Receipts from issuance of units 30,307 2,983,220
Amount paid on redemption of units (1,479,572) (3,420,002)
Dividend paid - (85,964)
Net cash used in financing activities (1,449,265) (522,746)
Net decrease in cash and cash equivalents during the year (213,838) (446,331)
Cash and cash equivalents at the beginning of the year 546,623 992,954
Cash and cash equivalents at the end of the year 332,785 546,623
The annexed notes 1 to 30 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial Officer Chief Executive Officer Director
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HBL Government Securities Fund

Notes To The Financial Statements
For the year ended June 30, 2018

1. LEGAL STATUS AND NATURE OF BUSINESS

HBL Government Securities Fund (the Fund) was established under a Trust Deed executed between PICIC Asset
Management Company Limited (now, HBL Asset Management Limited) as the Management Company and Central
Depository Company of Pakistan Limited (CDC) as the Trustee. The Fund was approved by the Securities and
Exchange Commission of Pakistan (SECP) vide its letter No. NBFC-1I/DD/PICICIF/199 dated March 10, 2010 and the
Trust Deed was executed on March 17, 2010.

Through an order dated August 31, 2016, SECP approved the merger of PICIC Asset Management Company Limited
with and into HBL Asset Management Limited effective from August 31, 2016 and the trust deed was revised on
February 17, 2017. Effective from September 1, 2016 HBL Asset Management Limited became Management
Company of the Fund which is a wholly owned subsidiary of Habib Bank Limited. The Aga Khan Fund for Economic
Development (AKFED), S.A. is the parent company of Habib Bank Limited.

The Management Company of the Fund has been registered as a Non-Banking Finance Company (NBFC) under the
NBFC Rules, 2003 and has obtained the requisite license from the SECP to undertake Asset Management Services.
The registered office of the Management Company is located at 7th Floor, Emerald Tower, G-19, Block 5, Main
Clifton Road, Clifton, Karachi.

The Fund is an open-ended sovereign income scheme and is listed on Pakistan Stock Exchange Limited. The units
of the Fund were initially offered for public subscription at par value of Rs. 100 per unit from December 11, 2010
to December 13, 2010. Thereafter, the units are offered to the public for subscription on a continuous basis and are
transferable and redeemable by surrendering them to the Fund.

The Fund has been categorised as a sovereign income scheme as per the criteria laid down by the SECP for categori-
sation of open-end Collective Investment Schemes (CISs).

The core objective of the Fund is to provide competitive returns to its investors through active investments in low
risk portfolio of short duration, while maintaining high liquidity.

JCR-VIS Credit Rating Agency has assigned management quality rating of 'AM2+' to the Management Company and
a fund stability rating of A+(f) to the Fund.

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

the Fund.
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 Compa-
nies 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.

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.

2.2 Basis of measurement

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

23 Functional and presentation currency

These financial statements are presented in Pak Rupees, which is the Fund's functional and presentation currency.
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HBL Government Securities Fund

Notes To The Financial Statements
For the year ended June 30, 2018

2.4

3.1

3.2

3.2.1

Use of judgments and estimates

The preparation of the financial statements in conformity with the approved accounting standards requires the
management to make estimates, judgements and assumptions that affect the reported amount of assets, liabilities,
income and expenses. It also requires the management to exercise judgement in application of accounting policies.
The estimates, judgements and associated assumptions are based on the historical experience and various other
factors that are believed to be reasonable under the circumstances. Revisions to accounting estimates are
recognised in the year in which the estimates are 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.

The areas involving a higher degree of judgement or complexity, or areas where estimates and assumptions are
significant to the financial statements as a whole are as follows:

(i) classification and valuation of financial assets (notes 4.2.1.1 and 4.2.1.4); and
(ii) impairment of financial assets (note 4.2.1.5)

NEW ACCOUNTING STANDARDS , AMENDMENTS AND IFRS INTERPRETATIONS

New accounting standards / amendments and IFRS interpretations that are effective for the year ended June 30,
2018

The following amendments are effective for the year ended June 30, 2018. These amendments are either not
relevant to the Fund's operations or are not expected to have significant impact on the Fund's financial statements
other than certain additional disclosures.

Effective from accounting period

Amendments to IAS 7 'Statement of Cash Flows' beginning on or after:

- Amendments as a result of the disclosure initia- January 01, 2017
tive
Amendments to IAS 12 'Income Taxes' - Recogni- January 01, 2017

tion of deferred tax assets for unrealised losses

Certain annual improvements have also been made to a number of IFRSs which are also not relevant to the Fund.
New accounting standards / amendments and IFRS interpretations that are not yet effective

The following standards, amendments and interpretations are only effective for accounting periods, beginning on
or after the date mentioned against each of them. These standards, interpretations and amendments (except for
IFRS 9 'Financial Instruments') are either not relevant to the Fund's operations or are not expected to have signifi-
cant impact on the Fund's financial statements other than certain additional disclosures.

Effective from accounting period
beginning on or after:

IFRS 15 'Revenue from contracts with customers'
- This standard will supersede IAS 18, IAS 11,
IFRIC 13, 15 and 18 and SIC 31 upon its effective
date.

July 01, 2018

IFRS 16 'Leases' - This standard will supersede January 01, 2019

IAS 17 'Leases' upon its effective date.
Amendments to IFRS 2 'Share-based Payment' - January 01, 2018
Clarification on the classification and measure-

ment of share-based payment transactions.

IFRS 9 'Financial Instruments July 01, 2018
Amendments to IFRS 9 'Financial Instruments' -
Amendments regarding prepayment features
with negative compensation and modifications
of financial liabilities.

January 01, 2019
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Notes To The Financial Statements
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IFRS 4 'Insurance Contracts': Amendments
regarding the interaction of IFRS 4 and IFRS 9.

Amendments to IFRS 10 'Consolidated Financial
Statements' and IAS 28 'Investments in Associ-
ates and Joint Ventures' - Sale or contribution of
assets between an investor and its associate or
joint venture.

An entity choosing to apply the overlay
approach retrospectively to qualifying financial
assets does so when it first applies IFRS 9. An
entity choosing to apply the deferral approach
does so for annual periods beginning on or after
1 January 2018.

Effective from accounting period beginning on
or after a date to be determined. Earlier applica-

tion is permitted.
Amendments to IAS 28 'Investments in Associ-
ates and Joint Ventures' - Amendments regard-
ing long-term interests in associates and joint
ventures.

January 01, 2019

Amendments to IAS 19 'Employee Benefits' -
Plan Amendment, Curtailment or Settlement. January 01, 2019
Amendments to IAS 40 'Investment Property':
Clarification on transfers of property to or from
investment property.

January 01, 2018

IFRIC 22 'Foreign Currency Transactions and
Advance Consideration': Provides guidance on
transactions where consideration against
non-monetary prepaid asset / deferred income
is denominated in foreign currency.

January 01, 2018

IFRIC 23 'Uncertainty over Income Tax Treat-
ments': Clarifies the accounting treatment in
relation to determination of taxable profit (tax
loss), tax bases, unused tax losses, unused tax
credits and tax rates, when there is uncertainty
over income tax treatments under IAS 12
'Income Taxes'.

January 01, 2019

Certain annual improvements have also been made to a number of IFRSs which are also not expected to have mate-
rial impact on financial reporting of the Fund.

3.2.2 IFRS 9 'Financial Instruments' Impact Assessment

IFRS 9 'Financial Instruments' was issued on July 24, 2017. This standard is adopted locally by the Securities and
Exchange Commission of Pakistan and is effective from accounting periods beginning on or after July 1, 2018.

Key requirements of IFRS 9 are as follows;
3.2.2.1 Classification and measurement of financial assets

- All recognized financial assets that are within the scope of IFRS9 are required to be subsequently measured at
amortised cost or fair value.

- Debtinvestments that are held within a business model whose objective is to collect the contractual cash flows,
that are solely payments of principal and interest on the principal outstanding are generally measured at amor-
tised cost at the end of subsequent accounting periods.

- Debt instruments that are held within a business model whose objective is achieved both by collecting contrac-
tual cash flows and selling financial assets, and that have contractual terms that give rise on specified dates to
cash flows that are solely payments of principal and interest on the principal amount outstanding are generally
measured at fair value through other comprehensive income "FVTOCI".

- All other debt investments and equity investments are measured at their fair value at the end of subsequent
accounting periods.

- In addition, under IFRS 9, entities may make an irrevocable election to present subsequent changes in the fair

value of an equity investment (that is not held for trading) in other comprehensive income, with only dividend
income generally recognized in profit or loss.
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Notes To The Financial Statements
For the year ended June 30, 2018

Classification and measurement of financial liabilities

With regard to the measurement of financial liabilities designated as at fair value through profit or loss, IFRS 9
requires as follows;

- The amount of change in the fair value of a financial liability that is attributable to changes in the credit risk of
that liability is presented in other comprehensive income, unless the recognition of such changes in other
comprehensive income would create or enlarge an accounting mismatch in profit or loss.

- Changes in fair value attributable to a financial liability's credit risk are not subsequently reclassified to profit or
loss. Under IAS 39, the entire amount of the change in the fair value of the financial liability designated as fair
value through profit or loss is presented in profit or loss.

Impairment of financial assets

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

SECP through its SCD/AMCW/RS/MUFAP/2017-148 dated November 21, 2017 have deferred the applicability of
above provision requirements in relation to debt securities for mutual funds.

3.2.2.2 Impact assessment

Based on the analysis of Fund's financial assets and liabilities as at June 30, 2018 considering facts and circumstanc-
es that exists at that date, the Management Company have assessed the impact of IFRS 9 to the Fund's financial
statements as follows;

Market treasury bills, Pakistan Investment Bonds and GOP ijara sukuk certificates classified as financial assets at fair
value through profit or loss - held for trading will be classified as measured at fair value through profit or loss upon
application of IFRS 9.

Term deposit receipts classified as loans and receivables are held with a business model whose objective is to
collect the contractual cash flows that are solely payments of principal and interest on the principal outstanding.
These financial assets will continue to be subsequently measured at amortised cost upon application of IFRS 9.

Other financial assets and financial liabilities at amortised cost will continue to be subsequently measured at amor-
tised cost upon application of IFRS 9.

3.23 Other than the aforesaid standards, interpretations and amendments, the International Accounting Standards
Board (IASB) has also issued the following standards which have not been adopted locally by the Securities and
Exchange Commission of Pakistan:

- IFRS 1 — First Time Adoption of International Financial Reporting Standards
- IFRS 14 — Regulatory Deferral Accounts
- IFRS 17 —Insurance Contracts
3.3 Change in policy in relation to preparation of income statement and statement of comprehensive income

International Accounting Standard (IAS) 1 Presentation of Financial Statements allows an entity to prepare either
two performance statements i.e. income statement and statement of comprehensive income, or one performance
statement only i.e. income statement and statement of comprehensive income (showing both items of income or
loss for the period and items of other comprehensive income). The Fund, with effect from July 01, 2017, has
changed its policy with regard to preparation of income statement and other comprehensive income and opted to
prepare two separate performance statements i.e. "income statement" and "statement of comprehensive
income" showing separately both income or loss for the year and items of other comprehensive income in separate
statements.

This change has no impact on the items of income or loss or other comprehensive income recognized in prior year
except that items of other comprehensive income previously presented under ‘income statement and other
comprehensive income’ in single statement are now presented within 'income statement' and "statement of
comprehensive income' separately.
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4.2
4.2.1

4.2.1.1

4.2.1.2

4.2.1.3

4.2.1.4

SIGNIFICANT ACCOUNTING POLICIES
Cash and cash equivalents
Cash and cash equivalents comprise balances with banks and short-term highly liquid investments with original
maturities of three months or less. Cash and cash equivalents are carried in the statement of assets and liabilities
at cost.
Financial instruments
Financial assets
Classification
The management determines the appropriate classification of financial assets in accordance with the requirements
of International Accounting Standard 39 (IAS 39), "Financial Instruments: Recognition and Measurement" at the
time of purchase of financial assets and re-evaluates this classification on a regular basis. The classification depends
upon the purpose for which the financial assets are acquired. The financial assets of the Fund are currently catego-
rised as follows:
a) Investments at fair value through profit or loss - held-for-trading
An investment that is acquired principally for the purpose of generating profit from short-term fluctuations in
prices is classified as a financial asset at fair value through profit or loss - held-for-trading. Currently, Fund does
not hold any 'fair value through profit or loss - held for trading' financial assets.

b) Loans and receivables

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

c) Available for sale
These are those non-derivative financial assets that are designated as available for sale or are not classified as
(a) loans and receivables (b) held-to-maturity investments, or (c) financial assets at fair value through profit or
loss. These are intended to be held for an indefinite period of time which may be sold in response to the needs
for liquidity or change in price. Currently, Fund does not hold any 'available for sale' financial assets.

Regular way contracts

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

Initial recognition and measurement

All financial assets are initially recognised at cost, being the fair value of the consideration given including the trans-
action cost associated with the acquisition, except in case of "financial assets at fair value through profit or loss", in
which case the transaction costs are charged to income statement and statement of comprehensive income.
Subsequent measurement

a) Financial assets classified as 'fair value through profit or loss - held-for-trading'

Subsequent to initial measurement, financial assets classified as 'fair value through profit or loss - held-for-trad-
ing' are valued as follows:

Basis of valuation of government securities

The investment of the Fund in government securities is valued on the basis of PKRV rates published by Reuters
in accordance with Circular no. 33 of 2012 issued by SECP.

Net gains and losses arising from changes in fair value of 'fair value through profit or loss - held-for-trading'
financial assets are recognised under operating income in the Income statement and statement of comprehen-
sive income.
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Net gains and losses arising from changes in fair value of 'available for sale' financial assets are recognised as
'other comprehensive income' in the statement of comprehensive income until these are derecognised or
impaired. At this time, the cumulative gain or loss previously recognised as 'other comprehensive income' is
transferred to income before taxation as capital gain / (loss).

b) Loans and receivables

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

Gains or losses are also recognised in the 'income statement and statement of comprehensive income' when
financial assets carried at amortised cost are derecognised or impaired.

4.2.1.5 Impairment
Management Company assesses at each reporting date whether there is objective evidence that the Fund’s finan-
cial assets or a group of financial assets are impaired. If any such indication exists, the recoverable amount of such
assets is estimated. An impairment loss is recognised whenever the carrying value of an asset exceeds its recover-
able amount.
For financial assets classified as 'loans and receivables', a provision for impairment is established when there is
objective evidence that the Fund will not be able to collect all amounts due according to the original terms. The
provision against these amounts is made as per the provisioning policy duly formulated and approved by the Board
of Directors of the Management Company in accordance with the requirements of the SECP.

4.2.1.6 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.

4.2.2 Financial liabilities

All financial liabilities are recognised at the time when the Fund becomes a party to the contractual provisions of
the instrument. These are initially recognised at fair value and subsequently stated at amortised cost.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expired.
423 Offsetting of financial assets and 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.
4.3 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 amount of obligation can be made. Provisions are regularly reviewed and adjusted to
reflect the current best estimate.
4.4 Taxation
The income of the Fund is exempt from income tax under clause 99 of Part | of the Second Schedule to the Income
Tax Ordinance, 2001 subject to the condition that not less than ninety percent of its accounting income for the year,

as reduced by capital gains, whether realised or unrealised, is distributed in cash to the unit holders.

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

The Fund does not account for deferred tax in these financial statements as the Fund intends to continue availing
the tax exemption in future years by distributing in cash at least ninety percent of its accounting income for the year
as reduced by capital gains, whether realised or unrealised, to its unit holders.

4.5 Proposed distributions

Distributions declared subsequent to the reporting date are considered as non-adjusting events and are not
recognised before the reporting date.
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4.6 Issue and redemption of units

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

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

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

An equalisation account called the 'element of income / (loss) and capital gains / (losses) included in prices of units
issued less those in units redeemed' is created, in order to prevent the dilution of per unit income and distribution
of income already paid out on redemption.

The element of income and capital gains included in the prices of units issued less those in units redeemed to the
extent that it is represented by distributable income earned during the year is recognised in the income statement
and statement of comprehensive income and the element of income and capital gains represented by distributable
income carried forward from prior periods is included in the "Statement of Movement in Unitholders’ Fund.

Amendments in the NBFC Regulations

The Securities and Exchange Commission of Pakistan through its SRO 756(1)/2017 dated August 3, 2017 has made
certain amendments in the NBFC Regulations. The notification includes a definition and explanation relating to
"element of income" and excludes the element of income from the expression "accounting income" as described
in Regulation 63 (amount distributable to unit holders) of the NBFC Regulations. As per the notification, element of
income represents the difference between net assets 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 revised regulations also specify that element of income is a transaction of capital nature and the receipt and
payment of element of income shall be 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 will be refunded on units in the same proportion as dividend bears to accounting income
available for distribution. Furthermore, the revised regulations also require certain additional disclosures with
respect to 'Income Statement' and 'Statement of Movement in Unit Holders' Fund', whereas disclosure with
respect to 'Distribution Statement' has been deleted in the revised regulations.

Previously, an equalisation account called the 'element of income / (loss) and capital gains / (losses) included in
prices of units issued less those in units redeemed' was created, in order to prevent the dilution of per unit income
and distribution of income already paid out on redemption. The net element of income / (loss) and capital gains /
(losses) relating to units issued and redeemed during the accounting period which pertained to unrealised appreci-
ation / (diminution) held in the Unit Holder's Fund was recorded in a separate account and any amount remaining
in this reserve account at the end of the accounting period (whether gain or loss) was included in the amount
available for distribution to the unitholders. The remaining portion of the net element of income / (loss) and capital
gains / (losses) relating to units issued and redeemed during an accounting period was recognised in the Income
Statement.

As required by IAS 8: 'Accounting Policies, Changes in Accounting Estimates and Errors', a change in accounting
policy requires retrospective application as if that policy had always been applied. However, the Management
Company has applied the above changes in accounting policy, including the additional disclosures requirements in
the 'Income Statement' and 'Statement of Movement in Unit Holders' Fund', prospectively from July 1, 2017 as
required by SECP vide its email dated February 8, 2017. Accordingly, corresponding figures have not been restated.
The ‘Distribution Statement’ for the comparative period has not been presented as it has been deleted as a result
of the amendments made in the NBFC Regulations through aforementioned SRO issued by the SECP.

Had the element of income been recognised as per the previous accounting policy, the income for the year would
have been lower by Rs.16.46 million. However, the change in accounting policy does not have any impact on the
'Cash flow Statement’, the 'net assets attributable to the unit holders' and 'net asset value per unit' as shown in the
'Statement of Assets and Liabilities' and 'Statement of Movement in Unit Holders' Fund'. The change has resulted
in inclusion of certain additional disclosures / new presentation requirements in the 'Income Statement' and 'State-
ment of Movement in Unit Holders' Fund which have been incorporated in these financial statements.
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4.8

4.9

4.10

5.1

Net assets value per unit

The net assets 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 issue at the year end.

Revenue recognition

- Realised capital gains / (losses) arising on sale of investments are included in the 'income statement and state-
ment of comprehensive income' on the date at which the transaction takes place.

- Mark-up / return on Government securities, bank profits and investment in debt securities are recognized at a
time apportionment basis using the effective interest method.

- Unrealised gains / (losses) arising on re-measurement of investments classified as 'financial assets at fair value
through profit or loss' are included in the income statement and statement of comprehensive income in the
year in which they arise.

- Income on transactions under margin trading system is recognised on accrual basis.

Expenses

All expenses including NAV based expenses (namely management fee, trustee fee and annual fee payable to the
SECP) are recognised in the 'income statement' on a time apportionment basis.

BANK BALANCES NOte """"" (Rupees in '000) """""
In savings accounts 5.1 332,776 546,623
In current account 9 -

332,785 546,623

These accounts carry mark-up at rates ranging between 3.75% and 7.50% (2017: 3.75% and 6.60%) per annum.

INVESTMENTS Note
Financial assets at fair value through profit or loss - held-for-trading

Investment in Government Securities:

Market treasury bills 6.1 - 36,929
Pakistan Investment Bonds 6.2 - 890,916
GOP ijara sukuk certificates 6.3 - -

Total investment in government securities - 927,845

Loans and receivables
Term deposit receipts 6.4 - 240,000

Total investments - 1,167,845
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6.1 Financial assets at fair value through profit or loss - held-for-trading:
- Market treasury bills
Face value Balance as at June 30, 2018
As at Purchases sales / As at N - Market value Market value
Issue date Tenure July1, during the ma.tured June 30, Carrying Market Ap;-)reICIat.lon / as a percentage asa percentage
he value value (diminution) of total
2017 year during ¢ 2018 of net assets N
year investments
January 19, 2017 6 Month - 600,000 600,000 - - - - - -
January 19, 2017 12 Month - 25,000 25,000 - - - - - -
February 2, 2017 6 Month - 500,000 500,000 - - - - - R
February 16, 2017 6 Month - 117,000 117,000 - - - - - R
April 13, 2017 3 Month 22,000 - 22,000 - - - - - -
April 27, 2017 3 Month 15,000 - 15,000 - - - - - -
May 25, 2017 3 Month - 595,000 595,000 - - - - - -
July 6, 2017 3 Month - 200,000 200,000 - - - - - -
July 6, 2017 6 Month - 285,000 285,000 - - - - - -
July 20, 2017 3 Month - 1,245,000 1,245,000 - - - - - -
July 20, 2017 6 Month - 103,000 103,000 - - - - - -
August 3, 2017 3 Month - 1,635,000 1,635,000 - - - - - -
August 3, 2017 6 Month - 250,000 250,000 - - - - - -
August 17, 2017 3 Month - 775,000 775,000 - - - - - -
August 31, 2017 3 Month - 2,675,000 2,675,000 - - - - - -
August 31, 2017 6 Month - 250,000 250,000 - - - - - -
September 14, 2017 3 Month - 2,815,000 2,815,000 - - - - - -
September 28, 2017 3 Month - 400,000 400,000 - - - - - -
October 12, 2017 3 Month - 2,495,000 2,495,000 - - - - - -
October 26, 2017 3 Month - 1,320,000 1,320,000 - - - - - -
November 9, 2017 3 Month - 2,250,000 2,250,000 - - - - - -
November 9, 2017 6 Month - 175,000 175,000 - - - - - R
November 23, 2017 3 Month - 2,020,000 2,020,000 - - - - - -
November 23, 2017 6 Month - 371,360 371,360 - - - - - -
December 7, 2017 6 Month - 225,000 225,000 - - - - - _
December 29, 2017 1 Month - 450,000 450,000 - - - - - -
January 4, 2018 3 Month - 955,000 955,000 - - - - - -
January 18, 2018 3 Month - 750,000 750,000 - - - - - -
February 1, 2018 3 Month - 1,455,000 1,455,000 - - - - - -
February 15, 2018 3 Month - 2,375,000 2,375,000 - - - - - -
March 1, 2018 3 Month - 540,000 540,000 - - - - - -
March 15, 2018 3 Month - 300,000 300,000 - - - - - -
April 12,2018 3 Month - 1,200,000 1,200,000 - - - - - -
June 7,2018 3 Month - 600,000 600,000 - - - - - -
Total - As at June 30, 2018 37,000 29,951,360 29,988,360 - - - - - -
Total - As at June 30, 2017 55,000 13,643,000 13,661,000 37,000 36,936 36,929 (7) 2.70% 3.16%

6.1.2 The effective yield on market treasury bills is Nil (June 30, 2017: ranging from 5.97% to 5.98%) per annum.

6.2 Financial assets at fair value through profit or loss - held - for - trading:
- Pakistan Investment Bonds
Face value Balance as at June 30, 2018

As at Purchases sales / As at N - Market value Market value

Issue date Tenure July1 during the matured June 30 Carrying Market Appreciation / as a percentage as a percentage
. during the ! value value (diminution) of total
2017 year 2018 of net assets B
year investments

July 19, 2012 10 Years 150,000 150,000 300,000 - - - - - -
March 26, 2015 3 Years - 750,000 750,000 - - - - - -
March 26, 2015 5 Years - 100,000 100,000 - - - - - -
April 21, 2016 3Years 100,000 300,000 400,000 - - - - - -
December 29, 2016 3Years 600,000 300,000 900,000 - - - - -
May 31, 2018 10 Years - 300,000 300,000 - - - - - -
Total - As at June 30, 2018 850,000 1,900,000 2,750,000 - - - - - -
Total - As at June 30, 2017 350,000 1,830,000 1,330,000 850,000 890,169 890,916 747 65.03% 76.29%

6.2.1 The effective yield on Pakistan investment bonds is Nil (June 30, 2017: ranging from 6.21% to 7.09%) per annum.

6.3 GOP ijara sukuk certificates
Face value Balance as at June 30, 2018
As at Purchases sales / As at . - Market value Market value
. matured Carrying Market Appreciation / as a percentage
Issue date Tenure July1, during the duri June 30, PN as a percentage
uring the value value (diminution) of total
2017 year 2018 of net assets .
year investments

February 15, 2016 3 Years - 165,200 165,200 - - - - - -
March 29, 2016 3 Years - 50,000 50,000 - - - - - -
June 30, 2017 3 Years - 450,000 450,000 - - - - - -
Total - As at June 30, 2018 - 665,200 665,200 - - - - - -

Total - As at June 30, 2017 - - - - - - - R _
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6.4 Loan and receivables Note =~ - (Rupees in '000)----------

Term deposit receipts 6.4.1 - 240,000

6.4.1 These carry markup of Nil (June 30, 2017: ranging from 6.50% to 6.80%) per annum.
6.5 Net unrealized appreciation on re-measurement of investments

classified as financial assets at fair value through
profit or loss - held-for-trading:

Market value of investments - 927,845
less: carrying value of investments - (927,105)
- 740
7. ACCRUED MARKUP ON BANK BALANCES AND INVESTMENTS
Profit receivable on bank deposits 2,052 1,190
Profit receivable on Pakistan Investment Bonds - 9,692
Profit receivable on Margin Trading System (MTS) 2 382
Profit receivable on term deposit receipts - 1,473
2,054 12,737
8. DEPOSITS, PREPAYMENTS AND OTHER RECEIVABLES
Security deposits with:
Central Depository Company of Pakistan Limited 100 100
National Clearing Company of Pakistan limited 1,450 250
Prepaid expenses 8.1 460 482
Other Receivables 300 -
2,310 832
8.1 This includes prepaid expenses recognized in respect of payment made for rating and MTS fee.
2018 2017
9. PAYABLE TO THE MANAGEMENT COMPANY Note -—----me- (Rupees in '000)----------
Management fee 9.1 262 1,501
Sindh Sales Tax on Management Company's remuneration 9.2 34 195
Sales load payable 22 57
Fund operations, accounting and related costs 9.3 26 120

Allocation of expenses related to registrar services,
accounting, operation and valuation services

344 1,873
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9.1

9.2

9.3

10.

10.1

10.2

11.

111

12,

As per the offering document of the Fund, the Management Company charges a fee at the rate of 1.25% of the
average annual net assets on daily basis of the Scheme subject to the guidelines issued by the Commission from
time to time. However, on December 28, 2017 second supplement to the offering document was issued according
to which the management company was to charge a fee at the rate of 12.5% of gross earnings with floor of 1.00%
and cap of 1.25% of the average annual net assets on daily basis of the Scheme effective from January 15, 2018.
Therefore, the management fee was charged accordingly. The fee is payable monthly in arrears. Management fee
is also subject to Sindh Sales Tax on Services at applicable rates.

The Sindh Provincial Government has levied Sindh Sales Tax (SST) at the rate of 13 percent (June 30, 2017: 13
percent) on the remuneration of management company through Sindh Sales Tax on Services Act, 2011.

As per Regulation 60(3)(s) of the amended NBFC Regulations dated November 25, 2015, fee and expenses pertain-
ing to registrar services, accounting, operation and valuation services related to a Collective Investment Scheme
(CIS) are chargeable to the CIS, maximum upto 0.1 percent of the average annual net assets or the actual cost
whichever is lower. Accordingly, the Management Company has charged aforementioned expenses to the extent of
0.1% of the average annual net assets, being lower amount, to the Fund during the year.

PAYABLE TO THE TRUSTEE 2018 2017
Note e (Rupees in '000)----------
Trustee fee 10.1 17 411
CDC charges Payable 7 61
24 472

The Trustee is entitled to a monthly remuneration for services rendered to the Fund under the provisions of the
Trust Deed as per the tariff specified therein, based on the daily net assets of the Fund. The fee is paid to the Trust-
ee monthly in arrears.

The tariff structure applicable to the Fund is as follows:

Amount of funds under management [Average Tariff per annum
Net Assets Value (NAV)]

Upto Rs. 1 billion 0.15% per annum of NAV

exceeding Rs.1 billion

Over Rs. 10 billion .
Rs. 8.25 million plus 0.06% per annum of Net Assets
exceeding Rs.10 billion

2018 2017
PAYABLE TO SECURITIES AND Note oo (Rupees in '000)----------
EXCHANGE COMMISSION OF PAKISTAN

Annual fee 11.1 514 1,452

Under the provisions of the Non-Banking Finance Companies and Notified Entities Regulations, 2008 a collective
investment scheme categorised as a income scheme is required to pay as annual fee to the Securities and Exchange
Commission of Pakistan, an amount equal to 0.075 percent of the average annual net assets of the scheme. The fee
is payable annually in arrears.

2018 2017

ACCRUED EXPENSES AND OTHER LIABILITIES Note ------om- (Rupees in '000)----------
Provision for Sindh Workers' Welfare Fund 12.1 5,964 5,338
Provision for Federal Excise Duty 12.2 15,531 15,531
Withholding tax payable 10 7,336
Auditors' remuneration 312 315
Printing charges 216 80
Fund operations, accounting and related costs 14.3 - -
Zakat payable 142 75
Others 9 56

22,184 28,731
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12.1 WORKERS' WELFARE FUND AND SINDH WORKERS' WELFARE FUND

The Finance Act 2008 introduced an amendment to the Workers' Welfare Fund Ordinance, 1971 (WWF Ordinance).
As a result of this amendment it may be construed that all Collective Investment Schemes (CISs) / mutual funds
whose income exceeds Rs. 0.5 million in a tax year, have been brought within the scope of the WWF Ordinance,
thus rendering them liable to pay contribution to WWF at the rate of two percent of their accounting or taxable
income, whichever is higher. In this regard, a constitutional petition has been filed by certain CISs through their
trustees in the Honourable High Court of Sindh, challenging the applicability of WWF to the CISs, which is pending
adjudication.

The Finance Act 2015 incorporated an amendment in WWF Ordinance by excluding CIS from the definition of
Industrial Establishment, and consequently CIS are no more liable to pay contribution to WWF with effect from July
1, 2015.

Subsequently, the Ministry of Labour and Manpower (the Ministry) vide its letter dated July 15, 2010 clarified that
“Mutual Fund(s) is a product which is being managed / sold by the Asset Management Companies which are liable
to contribute towards Workers Welfare Fund under Section 4 of the WWF Ordinance. However, the income on
Mutual Fund(s), the product being sold, is exempted under the law ibid”.

Further, the Secretary (Income Tax Policy) Federal Board of Revenue (FBR) issued a letter dated October 6, 2010 to
the Members (Domestic Operation) North and South FBR. In the letter, reference was made to the clarification
issued by the Ministry stating that mutual funds are a product and their income are exempted under the law ibid.
The Secretary (Income Tax Policy) Federal Board of Revenue directed that the Ministry’s letter may be circulated
amongst field formations for necessary action. Following the issuance of FBR Letter, show cause notice which were
issued by taxation office to certain mutual funds for payment of levy under WWF were withdrawn. However, the
Secretary (Income Tax Policy) Federal Board of Revenue vide letter January 4, 2011 cancelled ab-initio clarificatory
letter dated October 6, 2010 on applicability of WWF on mutual funds and issued show cause notices to certain
mutual funds for collecting WWEF. In respect of such show cause notices, certain mutual funds have been granted
stay by High Court of Sindh on the basis of the pending constitutional petition in the said court as referred above.

During the year ended June 30, 2013, the Larger Bench of the Sindh High Court (SHC) issued a judgment in response
to a petition in another similar case in which it is held that the amendments introduced in the WWF Ordinance
through Finance Acts, 2006 and 2008 do not suffer from any constitutional or legal infirmity.

During the year ended June 30, 2014, the Peshawar High Court on a petition filed by certain aggrieved parties
(other than the mutual funds) has adjudicated that the amendments introduced in the Workers Welfare Fund
Ordinance, 1971 through the Finance Acts of 1996 and 2009 lacks the essential mandate to be introduced and
passed through the money bill under the Constitution of Pakistan and hence have been declared as ultra vires the
Constitution."

However, the Supreme Court of Pakistan (SCP) passed a judgment on November 10, 2016, deciding that amend-
ments made through the Finance Acts through which WWF was levied are unlawful, as such are not in nature of
tax; therefore, it could not be introduced through the money bill. However, the Federal Board of Revenue has filed
a review petition in the SCP against the said judgment, which is pending for hearing in the SCP.

Further, the Government of Sindh also introduced levy of the Sindh Workers” Welfare Fund (SWWF) through the
Sindh Workers’ Welfare Act, 2014. The Mutual Fund Association of Pakistan, in the previous years based on opinion
obtained from the tax consultants, concluded that SWWF is not applicable on mutual funds. MUFAP also wrote to
the Sindh Revenue Board (SRB) that mutual funds are not establishments and are pass through vehicles; therefore,
they do not have any worker and, as a result, no SWWF is payable by them. SRB responded that since mutual funds
are included in definition of financial institutions in the Financial Institutions (Recovery of Finance) Ordinance,
2001, SWWEF is payable by them. MUFAP has taken up the matter with the concerned ministry [Sindh Finance
Ministry] for appropriate resolution of the matter.

Considering the above developments, the Management Company assessed the position of the Fund with regard to
reversal of provision of WWF and recognition of provision of SWWF, and decided that:

- The Sindh Workers’ Welfare Fund (SWWF) should be recognized from July 01, 2014, and

- Provision computed for SWWF should be adjusted against provision of WWF, as the SCP declared WWF unlaw-
ful. It was also decided that if any further provision is required, then it should be recognized in books of the
Fund. If provision of WWF is in excess of provision required for SWWF, the remaining provision of WWF should
be carried forward unless further clarification is received from the MUFAP.

As a result, the Management Company assessed that no further provision is required for SWWF and additional
provision of WWF should be carried forward till the matter is cleared.
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12.2

13.

13.1

13.2

14.

15.

In the wake of the aforesaid developments, the MUFAP called its Extraordinary General Meeting (EOGM) on
January 11, 2017, wherein the MUFAP recommended to its members that effective from January 12, 2017, Work-
ers' Welfare Fund (WWF) recognised earlier should be reversed in light of the decision made by the Supreme Court
of Pakistan; and Sindh Workers' Welfare Fund (SWWF) should be recognized effective from May 21, 2015.

MUFAP also communicated the above-mentioned decisions to the Securities and Exchange of Commission (SECP)
through its letter dated January 12, 2017, and the SECP through its letter dated February 01, 2017, advised that the
adjustment should be prospective and supported by adequate disclosures.

As a result of the above recommendations of the MUFAP, the Fund on January 12, 2017, reversed the provision of
WWF amounting to Rs. 14.183 million and started recognising provision for SWWF.

As at June 30, 2018, the provision in relation to SWWF amounted to Rs. 5.964 million (2017: Rs. 5.338 million). Had
the provision not being made, the Net Asset Value per unit as at June 30, 2018 would have been higher by Rs. 2.10
(June 30, 2017: Rs. 0.41) per unit.

As per the requirement of the Finance Act, 2013, Federal Excise Duty (FED) at the rate of 16 percent on the remu-
neration of the Management Company has been applied effective from 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 results
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 along-with Central Depository Company of Pakistan Limited with the Sindh
High Court (SHC) on September 04, 2013.

While disposing the above petition through order dated June 30, 2016, the SHC declared the said provisions to be
ultra vires and as a result no FED is payable with effect from July 01, 2011. However, the tax authorities subsequent-
ly filed appeal against the decision of the SHC in the Supreme Court of Pakistan, which is pending for the decision.

The Finance Act, 2016 excluded the mutual funds from the levy of FED with effect from July 01, 2016. therefore, no
provision is charged for the years ended June 30, 2018 and June 30, 2017.

However, since the appeal is pending in Supreme Court of Pakistan, the Management Company has made a provi-
sion on FED on remuneration of Management Company, aggregating to Rs. 15.531 million (2017: Rs. 15.531
million). Had the provision not been made, the Net Asset Value per unit as at June 30, 2018 would have been higher
by Rs. 5.4681 (June 30, 2017: Rs. 1.1952) per unit.

CONTINGENCIES AND COMMITMENTS
Contingencies

There are no contingencies and commitments outstanding as at June 30, 2018 and June 30, 2017 except as
disclosed elsewhere in the financial statements .

2018 2017
Commitments (Rupees in '000)----------
Payable against Margin Trading System Investments - (4,439)
Receivable against Margin Trading System Investments - 2,659
- (1,780)

NUMBER OF UNITS IN ISSUE
Total units in issue at the beginning of the year 12,994,349 20,095,763
Units Issued 284,355 28,039,561
Units redeemed (10,438,416) (35,140,975)
Total units in issue at the end of the year 2,840,288 12,994,349
AUDITORS' REMUNERATION
Annual audit fee 240 240
Fee for half yearly review 135 135
Review of compliance with the requirement of the
Code of Corporate Governance - 5
Other certifications and out of pocket expenses 68 89

443 469

Annual Report-2018




HBL Government Securities Fund

Notes To The Financial Statements
For the year ended June 30, 2018

16.

17.

18.

TAXATION

The Fund's income is exempt from Income Tax as per clause (99) of Part | of the Second Schedule to the Income Tax
Ordinance, 2001 subject to the condition that not less than 90% of the accounting income for the year as reduced
by capital gains whether realised or unrealised is distributed to the unit holders in cash. 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. Subsequent to year end on July 4, 2018, Management Company has distributed cash dividend
of at least 90 percent of the aforementioned accounting income to the unit holders. Accordingly, no provision for
taxation has been recognised in these financial statements.

EARNINGS PER UNIT

Earnings per unit (EPU) has not been disclosed as in the opinion of Management Company determination of cumu-
lative weighted average number of outstanding units is not practicable.

FINANCIAL INSTRUMENTS BY CATEGORY
e As at June 30, 2018 v

At fair value Loans and
through profit . Total
receivables
or loss
Financialassets s T Y T 10—
Balances with banks - 332,785 332,785
Receivable against Margin Trading System - 77 77
Accrued markup on bank balances and investments - 2,054 2,054

- 334,916 334,916

e As at June 30, 2018 -

At fair value Other
through profit financial Total
or loss liabilities
Financial liabilities e Rupees in '000'----------------------
Payable to the Management Company - 310 310
Payable to the Trustee - 24 24
Accrued expenses and other liabilities - 537 537
Payable against redemption on units - 523 523
Unit holders' fund - 313,637 313,637
- 315,031 315,031

At fair value

. L
through profit oa.ns and Total
receivables

or loss

Financial assets )
—————————————————————— Rupees in '000'--------=---=---------

Bank balances - 546,623 546,623
Investments 927,845 240,000 1,167,845
Receivable against Margin Trading System - 37,261 37,261
Accrued markup on bank balances and investments - 12,737 12,737

927,845 836,621 1,764,466
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———————————————— AsatJune 30, 2017 -—--------------

At fair value Other
through profit financial Total
or loss liabilities

Financial liabilities

Payable to the Management Company - 1,678 1,678
Payable to the Trustee - 472 472
Accrued expenses and other liabilities - 451 451
Payable against redemption on units - 362,820 362,820
Unit holders' fund - 1,369,950 1,369,950
- 1,735,371 1,735,371
19. TRANSACTIONS AND BALANCES WITH RELATED PARTIES

Connected persons include HBL Asset Management Limited being the Management Company, Habib Bank Limited
being the Sponsor, Central Depository Company of Pakistan Limited, being the Trustee of the Fund, other collective
investment schemes managed by the Management Company, directors and officers of the Management Company,
directors of connected persons and persons having 10% or more beneficial ownership of the units of the Fund.

Transactions with connected persons are in the normal course of business, at contracted rates and terms deter-
mined in accordance with market rates.

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

Details of the transactions with connected persons and balances with them, if not disclosed elsewhere in the finan-
cial statements are as follows:

Transactions during the year 2018 2017

HBL Asset Management Limited - Management Company

Remuneration of Management Company 9,262 27,338
Allocation of expenses related to registrar services,

accounting, operation and valuation services 685 1,935
Issue of Nil units (2017: 4,140,494 units) - 442,058
Redemption of 847,699 units (2017: 5,233,841 units) 90,000 567,448

HBL Asset Management Limited - Employees' Gratuity Fund
Redemption of 3,966 units (2017: Nil units) 428 -

HBL Asset Management Limited - Employees' Provident Fund
Redemption of 3,823 units (2017: Nil units) 413 -

Jubilee Life Insurance Company Limited - Associated Company
due to common Directorship
Sale of GoP ljara Sukuk 100,000 -

Habib Bank Limited Sponsor
Bank charges paid 7 9
Profit on bank deposits 1,509 1,393

CDC Trustee - HBL Multi Asset Fund

Sale of Bank of Punjab - TFC - 44,087
Sale of JS Bank - TFC - 20,520
Sale of Bank Al Habib TFC - 63,564
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CDC Trustee - HBL Income Fund
Sale of Bank Al-Habib - TFC - 11,579

MCB Bank Limited - Connected person due to holding of 10% or more

Issue of Nil units (2017: 9,621,463 units) - 1,026,016
Redemption of Nil units (2017: 9,846,127 units) - 1,050,061
Cash Dividend - 26,052
Bank Charges Paid 6 45
Profit on bank deposits earned 13 3,672

Pakistan Society for the Welfare of Mentally Retarded Children -
Connected person due to holding of 10% or more

Issue of Nil units (2017: 70,573 units) - 7,425
Redemption of Nil units (2017: 100,316 units) - 11,000
Cash Dividend - 7,425

Central Depository Company of Pakistan Limited - Trustee
Remuneration 1,049 2,819
CDC Charges 32 343

Executives of the Management Company

Issue of Nil units (2017: 17,305 units) - 1,822
Redemption of Nil units (2017: 37,166 units) - 3,938
Cash Dividend - 22

Balance outstanding as at period / year end

HBL Asset Management Limited - Management Company

Remuneration of Management Company 296 1,696
Sales load payable 22 57
Allocation of expenses related to registrar services

accounting, operation and valuation services 26 -
Investment held in the Fund 916,873 units (2017: 1,764,572 units) 101,245 186,033

HBL Asset Management Limited - Employees Gratuity Fund
Investment held in fund 2018: Nil units (2017: 3,966 units) - 418

HBL Asset Management Limited - Employees Provident Fund
Investment held in fund 2018: Nil units (2017: 3,823 units) - 403

Habib Bank Limited Sponsor
Bank balances 1,905 2,390

MCB Bank Limited - Connected person due to holding of 10% or more

Investment held in fund 2018: Nil units (2017: 4,892,987 units) - 515,851
Bank Balances 142 589
Profit Receivable - 29

TAAVUN Private Limited - Connected person due to holding of 10% or more
Investment held in fund 2018: 328,113 units (2017: 328,113 units) 36,232 34,592

Pakistan Society for the Welfare of Mentally Retarded Children -
Connected person due to holding of 10% or more
Investment held in fund 2018: Nil units (2017: 1,838,343 units) - 193,810
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Central Depository Company of Pakistan Limited - Trustee

Remuneration payable 17 411
CDC Charges payable 7 61
Security Deposit 100 100

Director and Executives of the Management Company
Investment held in the fund 2018: Nil units (2017: 4,733 units) - 499

20. FINANCIAL RISK MANAGEMENT
The Fund primarily invests in a portfolio of money market investments such as government securities, spread trans-
actions and in other money market instruments. These activities expose the Fund to a variety of financial risks:
market risk, credit risk and liquidity risk.
Market risk

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

The Management Company manages market risk by monitoring exposure on marketable securities by following the
internal risk management policies and investment guidelines approved by the Investment Committee and regula-
tions laid down by the Securities and Exchange Commission of Pakistan.
Market risk comprises of three types of risk ; currency risk, interest rate risk and other price risk.

20.1.1 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, at present, is not exposed to currency risk as its full transactions are
carried out in Pak Rupees.

20.1.2 Interest rate risk

Interest 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 interest rates.

a) Cash flow interest rate risk
The Fund's interest rate risk arises from the balances in savings accounts. The net income for the year would
have increased / (decreased) by Rs. 3.328 (2017: Rs. 5.466 million), had the interest rates on savings accounts
with banks increased / (decreased) by 100 basis points.

b) Fair value interest rate risk

The Fund's investment in Market Treasury Bills, GoP ljara Sukuk and Pakistan Investment Bonds expose it to fair
value interest rate risk.

The composition of the Fund's investment portfolio and rates announced by Financial Market Association of
Pakistan is expected to change over time. Therefore, the sensitivity analysis prepared as of June 30, 2018 is not
necessarily indicative of the effect on the Fund's net assets of future movements in interest rates. Currently, the
Fund does not hold any such 'fair value through profit or loss - held for trading' financial assets.

Yield / interest rate sensitivity position for on-balance sheet financial instruments is based on the earlier of contrac-
tual repricing or maturity date and for off-balance sheet instruments is based on the settlement date.
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As at June 30, 2018
Exposed to Yield / Interest rate risk Not exposed
More than to Yield /
Upto three three months Morethan |nierestrate Total
months and upto one one year risk
year
(Rupees in '000)

On-balance sheet financial instruments
Financial assets
Balances with banks 332,785 - - - 332,785
Receivable against Margin trading System - 77 77
Accrued markup on bank balances and investments - - - 2,054 2,054

332,785 - - 2,131 334,916
Financial liabilities
Payable to the Management Company - - - 310 310
Payable to the Trustee - - - 24 24
Payable against redemption of units - - - 523 523
Accrued expenses and other liabilities - - - 537 537
Unit holders' fund - - - 313,637 313,637

- - - 315,031 315,031
On-balance sheet gap 332,785 - - (312,900) 19,885
Off-balance sheet financial instruments
Receivable from Margin Trading System release - - - - -
Off-balance sheet gap - - - - -
As at June 30, 2017
Exposed to Yield / Interest rate risk Not exposed
More than to Yield /
Uptothree three months Morethan |nterestrate Total
months and upto one one year risk
year
(Rupees in '000)

On-balance sheet financial instruments
Financial assets
Bank balances 546,623 - - - 546,623
Investments
Financial assets at fair value through
Profit or loss - held for trading - 36,929 890,916 - 927,845
Loans and receivables - - - 240,000 240,000
Receivable against margin Trading System - - - 37,261 37,261
Accrued markup on bank balances and investments - - - 12,737 12,737

546,623 36,929 890,916 289,998 1,764,466
Financial liabilities
Payable to the Management Company - - - 1,678 1,678
Payable to the Trustee - - - 472 472
Payable against redemption of units - - - 362,820 362,820
Accrued expenses and other liabilities - - - 451 451
Unit holders' fund - - - 1,369,950 1,369,950

- - - 1,735,371 1,735,371

On-balance sheet gap 546,623 36,929 890,916 (1,445,373) 29,095
Off-balance sheet financial instruments
Payable against Margin Trading System investments (4,439) - - - (4,439)
Receivable from Margin Trading System release 2,659 - - - 2,659
Off-balance sheet gap (1,780) - - - (1,780)
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The rates of return on financial instruments are as follows:
2018
Percentage per annum

2017

Bank balances 3.75to0 7.50 3.75t0 6.60
Investment in government securities - 5.97t0 7.09
Term deposit receipts (TDR) - 6.50 to 6.80
20.1.3 Price risk
Price 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 prices (other than those arising from interest 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 finan-
cial instruments traded in the market. Currently, the Fund does not hold any security which exposes the Fund to
price risk as at reporting date.
20.2 Credit risk

Credit risk represents the risk of a loss if the counter parties fail to perform as contracted. The Fund's credi

trisk is

primarily attributable to loans and receivables and bank balances. Bank balances are maintained with a reasonably
high credit rated banks. All transactions for receivables against Margin Trading System are settled / paid for upon

delivery using the National Clearing Company of Pakistan Limited. The risk of default is considered minimal due to
inherent systematic measures taken therein.
The analysis below summarises the credit quality of the Fund's financial assets:
Short Term Rating

2018 2017
Bank balances
Al+/A-1+ 100% 100%
Term deposit receipt
Al+/A-1+ - 100%
Long term ratings

. For the year ended June 30, 2018
Particulars Total
-------- Percentage --------
Rating Category AAA AA+ AA AA- A+
Bank balances 0.67% 0.05% 0.010% 99.27% - 100%
Term deposit receipt - - - - - -
For the year ended June 30, 2017
Total
-------- Percentage --------

Rating Category AAA AA+ AA AA- A+
Bank balances 34.26% 0.07% 0.004% 65.67% 0.00% 100%
Term deposit receipt 47.92% - - 52.08% - 100%
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Concentration of credit risk

Concentration of credit risk exists when changes in economic or industry factors similarly affect groups of counter-
parties whose aggregate credit exposure is significant in relation to the Fund's total credit exposure. The Fund's
portfolio of financial instruments is mainly concentrated in government securities and bank balances while the
remaining transactions are entered into with diverse credit-worthy counterparties thereby mitigating any signifi-
cant concentration of credit risk to counterparties other than the government.

20.3 Liquidity risk

Liquidity risk is the risk that the Fund may not be able to generate sufficient cash resources to settle its obligations
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 cash redemptions, if any, at the option of unit holders. The Fund's approach to manag-
ing 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, without incurring unacceptable losses or risking damage to
the Fund's reputation. Its policy is therefore to invest the majority of its assets in government securities and term
deposit receipts which can be readily disposed / encashed and are considered readily realisable.

The Fund has the ability to borrow in the short term to ensure settlement. The maximum amount available to the
Fund from the borrowing would be limited to fifteen percent of the total net asset value of the Fund at the time of
borrowing and shall be repayable within 90 days. The facility would bear interest at commercial rates and would be
secured against the assets of the Fund. However, during the current year no borrowings were made by the Fund.

In order to manage the Fund's overall liquidity, the Fund also has the ability to 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. However, no such instances were
witnessed by the Fund during the current year.

The table below analyses the Fund's financial liabilities into relevant maturity groupings based on the remaining
period at the reporting date to the contractual maturity date. The amounts in the table are the contractual undis-
counted cash flows.

-------------- As at June 30, 2018 --------------
Upto three More than More than Total
months three months one year
and upto y
one year
----------------- (Rupees in '000)-----------------
Liabilities
Payable to the Management Company 310 - - 310
Payable to the Trustee 24 - - 24
Payable against redemption of units 523 - - 523
Accrued expenses and other liabilities 537 - - 537
Unit holders' fund 313,637 - - 313,637
315,031 - - 315,031
-------------- As at June 30, 2017 -----------—-—-
Upto three More than More than Total
months three months one year
and upto Y
one year
----------------- (Rupees in '000)-----------------
Liabilities
Payable to the Management Company 1,678 - - 1,678
Payable to the Trustee 472 - - 472
Payable against redemption of units 362,820 362,820
Accrued expenses and other liabilities 451 - - 451
Unit holders' fund 1,369,950 - - 1,369,950
1,735,371 - - 1,735,371
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HBL Government Securities Fund

Notes To The Financial Statements
For the year ended June 30, 2018

21. UNITS HOLDERS' FUND RISK MANAGEMENT

The unit holders' fund is represented by the net assets attributable to unit holders / redeemable units. The amount
of net assets attributable to unit holders can change significantly on a daily basis as the Fund is subject to daily
issuance and redemptions at the discretion of unit holders. These unit holders of the Fund are entitled to distribu-
tions 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. Unit holders fund
risk management is carried out by the Management Company through following steps:

- Monitor the level of daily issuance and redemptions relative to the liquid assets and adjust the amount of
distributions the Fund pays to the unit holders;

- Redeem and issue units in accordance with the constitutive documents of the Fund. This includes the Fund's
ability to restrict redemptions; and

- The Fund Manager / Investment Committee members and the Chief Executive Officer of the Management

Company critically track the movement of ‘Assets under Management’. The Board of Directors is updated regarding
key performance indicators, e.g., yield and movement of NAV and total Fund size at the end of each quarter.

The Fund has maintained and complied with the requirements of minimum fund size during the current year.

22. FAIR VALUE AND CATEGORIES OF FINANCIAL INSTRUMENTS
Fair value is the price that would be received to sell an asset or paid to or transfer a liability in an orderly transaction
between market participants at 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.

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

liabilities (level 1);

- Fair value measurements using 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) (level 2); and

- Fair value measurements using Inputs for assets or liability that are not based on observable market data (i.e.
unobservable inputs) (level 3).
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HBL Government Securities Fund

Notes To The Financial Statements
For the year ended June 30, 2018

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

On-balance sheet financial instruments

Financial assets not measured at fair value

Bank balances
Accrued markup on bank balances and investments
Receivables against Margin Trading System

Financial liabilities not measured at fair value

Payable to Management Company
Payable to the Trustee

Redemption Payable

Accrued expenses and other liabilities
Unit holders' fund

On-balance sheet financial instruments

Financial assets measured at fair value

Market treasury bills
Pakistan Investment bonds

Financial assets not measured at fair value

Bank balances

Term deposit receipt

Accrued markup on bank balances and investments
Receivables against Margin Trading System

Financial liabilities not measured at fair value

Payable to Management Company
Payable to the Trustee

Redemption payable

Accrued expenses and other liabilities
Unit holders' fund

June 30, 2018

Carrying amount Fair Value
Fair value Loans and Other  Total Levell Level2 Level3 Total
through profit receivables financial
Note
or loss - Held assets /
for trading liabilities
---------- (Rupees in '000)----------
22.1
5 - 332,785 - 332,785 - - - -
- 2,054 - 2,054 - - - -
77 - 77 - - - -
- 334,916 - 334,916 - - - -
22.1
- - 310 310 - - - -
- - 24 24 - - - -
- - 523 523 - - - -
- - 537 537 - - - -
- - 313,637 313,637 - - - -
- - 315,031 315,031 - - - -
June 30, 2017
Carrying amount Fair Value
Fair value Loans and Other Total Levell Level2 Level 3 Total
through profit receivables financial
Note
or loss - Held assets /
for trading liabilities
---------- (Rupees in '000)----------
22.2 36,929 - - 36,929 - 36,929 - 36,929
890,916 - - 890,916 - 890,916 - 890,916
927,845 - - 927,845 - 927,845 - 927,845
22.1
5 - 546,623 - 546,623 - - - -
- 240,000 - 240,000 - - - -
- 12,737 - 12,737 - - - -
- 37,261 - 37,261 - - - -
- 836,621 - 836,621 - - - -
22.1
- - 1,678 1,678 - - - -
- - 472 472 - - - -
- - 362,820 362,820 - - - -
- - 451 451 - - - -

1,369,950 1,369,950

1,735,371 1,735,371 - - - -
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HBL Government Securities Fund

Notes To The Financial Statements
For the year ended June 30, 2018

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

22.2 Valuation techniques

For level 2 investments at fair value through profit or loss - held for trading investment in respect of Market
Treasury Bills, GoP ljara Sukuk and Pakistan Investment Bonds, Fund uses rates which are derived from PKRV rates
at reporting date per certificate / unit multiplied by the number of certificates / units held as at year end.

22.3 Transfers during the year
No transfers were made between various levels of fair value hierarchy during the year.

23. LIST OF TOP TEN BROKERS / DEALERS BY PERCENTAGE OF COMMISSION PAID / PAYABLE

Top ten brokers during the year ended June 30, 2018

S.No. Particulars

Paramount Capital (Private) Limited
Bright Capital (Private) Limited
JS Global Capital Limited
Invest Capital Markets Limited
Next Capital Limited
C & M Management (Private) Limited
Invest One Markets Limited
BIPL Securities Limited
Icon Securities (Private) Limited
0 Summit Capital (Private) Limited

POONOOULLEA WN

Top ten brokers during the year ended June 30, 2017

S.No. Particulars

Invest Capital Markets Limited
Bright Capital (Private) Limited
Next Capital Limited
JS Global Capital Limited.
Paramount Capital (Private) Limited
BIPL Securities Limited
Icon Securities (Private) Limited
C & M Management (Private) Limited
Invest One Markets Limited
0 Optimus Capital Management (Private) Limited

RPOONOOTULTEAWN

24. PARTICULARS OF THE INVESTMENT COMMITTEE AND THE FUND MANAGER

Details of members of the Investment Committee of the Fund as on June 30, 2018 are as follows:

S.no. Name Designation Qualification Experience in years
1 Farid Ahmed Khan Chief Executive Officer CFA, MBA 25+
2 Muhammad Imran Chief Investment Officer MBA - Finance 18+
3 Faizan Saleem Head of Fixed Income MBA - Finance 10+
4 Noman Ameer Manager Risk MBA - Finance 11+
5 Sateesh Balani Head of Research CFA, MBA 7+
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HBL Government Securities Fund

Notes To The Financial Statements
For the year ended June 30, 2018

25. PATTERN OF UNITHOLDING
--------------------- As at June 30, 2018 ------------=-=-m----
Unit holding
Number of Number of .

Category unit holders  unitsheld °" investment Percentage

amount
Individuals 172 1,483,341 163,797 52.23%
Associated Companies and Directors 1 916,873 101,245 32.28%
Retirement Funds 2 75,009 8,283 2.64%
Others 2 329,124 36,343 11.58%
Trust 1 35,941 3,969 1.27%
2,840,288 313,637 100%

--------------------- As at June 30, 2017 ------------------——-
Unit holding
Category quber of N“.mber of or investment Percentage
unit holders units held

amount
Individuals 245 3,642,724 384,040 28.03%
Associated Companies and Directors 1 1,764,572 186,030 13.58%
Banks DFls 1 4,892,987 515,850 37.65%
Retirement Funds 5 83,794 8,830 0.64%
Others 4 716,389 75,530 5.51%
Trust 3 1,893,883 199,670 14.57%
12,994,349 1,369,950 100%

26. ATTENDANCE AT MEETINGS OF THE BOARD OF DIRECTORS OF THE MANAGEMENT COMPANY

Five meetings of the Board of Directors were held on August 25, 2017, October 27, 2017, November 23, 2017,
February 26, 2018 and April 23, 2018 respectively. Information in respect of the attendance by the Directors in the

meetings is given below:

Number of meetings

. Di
S.No Name of Director Held

Attended Leave

Meetings not attended

Mr. Agha Sher Shah'?

Mr. Farid Ahmed Khan

Ms. Ava A. Cowasjee

Mr. Rayomond H. Kotwal

Mr. Rizwan Haider

Mr. Shabbir Hussain Hashmi 2
Mr. Shahid Ghaffar 3

Mr. Nadeem Abdullah 4
Mr.Towfiq Habib Chinoy ®
Mr.Salahuddin Manzoor ©

BoovNouprwNer
WwWwpNROOTUITUVN

Appointed on November 23, 2017.
Appointed on February 26, 2018.
Appointed on December 04, 2017.
Resigned on February 26, 2018.
Resigned on November 23, 2017.
Resigned on November 30, 2017.
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November 23,2017 & April 23,2018
October 27,2017

February 26,2018
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HBL Government Securities Fund

Notes To The Financial Statements
For the year ended June 30, 2018

27. TOTAL EXPENSE RATIO

In accordance with the directive 23 of 2016 dated July 20, 2016 issued by the Securities and Exchange Commission
of Pakistan, the total expense ratio of the Fund for the year ended June 30, 2018 is 2.13% (2017: 1.97%) which
includes 0.34% (2017: 0.31%) representing government levy and SECP fee.

28. NON ADJUSTING EVENT AFTER REPORTING DATE
The Board of Directors of the Management Company in its meeting held on July 4, 2018 has proposed a variable
final cash distribution of upto Rs. 4.75 per unit amounting to PKR 13.295 million as cash dividend and Rs. 0.196
million as refund of capital. The financial statements of the Fund for the year ended June 30, 2018 do not include
the effect of the final distribution which will be accounted for in the financial statements of the Fund for the year
ending June 30, 2019.

29. DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorised for issue on August 31, 2018 by the Board of Directors of the Manage-
ment Company.

30. GENERAL

Figures have been rounded off to the nearest thousand Rupees.

For HBL Asset Management Limited
(Management Company)

Chief Financial Officer Chief Executive Officer Director
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NAME OF FUND HBL Stock Fund

NAME OF TRUSTEE Central Depository Company of Pakistan Limited
NAME OF AUDITORS Deloitte Yousuf Adil, Chartered Accountants.
NAME OF BANKERS Habib Bank Limited

Allied Bank Limited
MCB Bank Limited
JS Bank Limited
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FUND MANAGER’S REPORT —

HBL STOCK FUND
As at June 30, 2018

Type and Category of Fund

Open end Equity Fund

Investment Objective and Accomplishment of Objective

The investment objective of the Fund is to provide long term capital growth by investing primarily in a diversified pool of
equities and equity related instruments. The objective of the Fund has been achieved.

Benchmark and Performance Comparison with Benchmark

KSE30 (Total Return) Index

The comparison of the fund return with benchmark is given below:

Month Benchmark Return of
Fund

Jun -18 -1.58% -1.38%
May - 18 -5.86% -4.05%
Apr -18 -1.41% -0.47%
Mar - 18 6.10% 4.69%
Feb -18 -1.19% -2.00%
Jan -18 8.92% 8.63%
Dec -17 0.78% 0.09%
Nov -17 1.38% 1.37%
Oct -17 -6.20% -5.62%
Sep -17 3.63% 1.23%
Aug -17 -11.63% -11.30%
Jul -17 -1.70% -2.33%

Strategies and Policies employed during the Year
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During the year under review, the Fund increased its exposure in equity from 87% of total assets as on June 30, 2017 to 90%
of total assets as on June 2018. Furthermore, sector wise allocation was continuously reviewed and revisited throughout the
year to ensure optimum return to the investors. Accordingly, exposure in commercial banks, oil & gas exploration companies,
fertilizers and power generation & distribution was increased; however exposure in cement, oil & gas marketing companies
and automobile assemblers was reduced.

Asset Allocation
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Significant Changes in Asset Allocation during the Year

Following table shows comparison of sector wise allocation of equity investments of Fund as on June 30, 2017 and June 30,

2018:
Sector Name As on June As on June
2018 2017

Cash 9.50% 7.91%
Others Including Receivables 1.00% 5.53%
Commercial Banks 25.20% 14.05%
Oil & Gas Exploration Companies 20.66% 13.63%
Fertilizer 11.22% 5.43%
Oil & Gas Marketing Companies 6.73% 8.74%
Power Generation & Distribution 5.22% 6.13%
Others 20.47% 40.3%
Total 100.00% 100.00%

Fund Performance

The Fund earned and incurred a total income and net loss of Rs. 202.32 million and Rs. 282.03 million respectively during the
year ended June 30, 2018. The ex-dividend Net Asset Value (NAV) per unit of the Fund was Rs 121.4498 per unit as on June
30, 2017. The NAV of the Fund was Rs 107.0620 per unit as on June 30, 2018, thereby giving a negative return of 11.85%.
During the same year the benchmark KSE 30 index yielded a negative return of 10.03%.The size of Fund was Rs 5.96 billion as
on June 30, 2018.

Market Review

Pakistan Equities witnessed a topsy-turvy ride during outgoing year with disappointing foreign flows (after MSCI upgrade),
political uncertainty following the ouster of ex-PM, macroeconomic challenges and ongoing speculation about the upcoming
general elections.

KSE100 Index shed by 4,654 points to close at 41,911 points, reflecting a decline of 10%. Despite market expectation of strong
foreign inflows following Pakistan’s inclusion in the MSCI Emerging Markets, foreign investors continued to remain net sellers
and sold stocks of worth USD289mn. Within local investors, insurance companies and corporates bought equities of
USD204mn and USD100mn respectively while Mutual funds divested equities of USD35mn during the year. On the political
front, Ex-Prime Minister Nawaz Sharif was disqualified by Supreme Court in Jul-17 which further marred investor sentiment.
Moreover, economic concerns increased due to rising twin deficits followed by stringent policy measures by policy makers
(16% PKR depreciation and 75bps increase in interest rates).

The Cement and Banking sector led the rout in the benchmark index, causing attrition of 2,288 points and 1,083 points
respectively. Decline in cements was caused owing to the fears of a price war in the segment as upcoming expansions could
lead to an oversupply situation particularly in the Southern region as can be grasped from price performance of DGKC and
LUCK which fell 44% and 37% YoY respectively. In the banking sector, large banks caused underperformance where HBL, UBL
and NBP fell 37%, 23% and 20% owing to regulatory concerns, pension and other legal issues. Meanwhile mid-tier banks
outperformed the index buoyed by rising interest rate environment which is expected to lead to margin expansion.

Oil & Gas Exploration and Production sector defied overall trend during FY18 and posted strong gains where the sector
contributed 1,628 points to the market owing to 66% increase in International QOil Prices and 16% PKR depreciation. The
outperformance was led by POL and PPL posting returns of 58% and 53% against SPLY.

Going forward, we expect Pakistan equities to rebound with restoration of political stability (after General Elections), gradual
improvement in macroeconomic trends and potential revival of foreign investor interest after steep PKR depreciation.
Moreover, we highlight that Pakistan market’s discount to emerging as well as frontier peers has increased to 30% and 28%
against 5-year averages of 25% and 19% respectively reflecting a good entry point.
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Distribution

The Board of Directors approved NIL distribution to the unit holders for the year ended June 30, 2018.

Significant Changes in the State of Affairs

There were no significant changes in the state of affairs during the year under review.

Breakdown of Unit Holding by Size

From ~ T'o No. of Unit Holders Total No. of Units Held

(No. of units)
1-100 72 4,128
101 - 500 45 13,372
501 - 1,000 20 15,329
1,001 - 10,000 104 456,193
10,001 - 100,000 44 1,323,501
100,001 - 500,000 12 3,026,697
500,001 - 1,000,000 2,478,764
1,000,001 - 5,000,000 3,455,366
5,000,001 and above 44,880,089
Total 304 55,653,439

Unit Splits

There were no unit splits during the year.

Circumstances materially affecting the Interest of Unit Holders

Investments are subject to market risk.

Soft Commission

The Management Company from time to time receives research reports and presentations from brokerage houses.
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PERFORMANCE TABLE -

HBL STOCK FUND
As at June 30, 2018

2018 2017 2016 2015 2014 2013
Net assets at the period end (Rs'000) 5,958,370 6,354,672 4,519,241 4,385,904 4,075,082 3,229,692
NET ASSETS VALUE PER UNIT AT 30 JUNE - RUPEES
Redemption 107.0620 121.4498 103.6764 102.5537 105.1183 135.8501
Offer 110.0865 124.8822 107.1039 105.9441 108.7203 140.4201
OFFER / REDEMPTION DURING THE PERIOD - RUPEES
Highest offer price per unit 124.9877 149.3050 112.7096 119.6740 150.9164 147.8408
Lowest offer price per unit 98.8279 107.4647 92.6803 99.2063 107.9699 99.7215
Highest redemption price per unit 121.5538 145.2030 109.1027 115.8117 145.9164 144.2349
Lowest redemption price per unit 96.1127 104.5122 89.7143 96.0045 104.4560 97.2893
RETURN (%)
Total return -11.85% 23.89% 2.43% 8.04% 27.40% 44.42%
Income distribution 0.00% 7.00% 1.50% 25.00% 36.00% 25.00%
Capital growth -11.85% 16.89% 0.93% -16.96% -8.60% 19.42%
DISTRIBUTION
Final dividend distributation (Rs) - 7.00 1.50 25.00 36.00 25.00
Date of Income Distribution - 20-Jun-17 27-Jun-16 30-Jun-15 27-Jun-14 08-Jul-13
Total dividend distribution for the year/ period (Rs) - 7.00 1.50 25.00 36.00 25.00
AVERAGE RETURNS (% )
Average annual return 1 year -11.85% 23.89% 2.43% 8.04% 27.40% 44.42%
Average annual return 2 year 4.51% 12.67% - - - -
Average annual return 3 year 3.82% 11.15% - - - -
PORTFOLIO COMPOSITION - (%)
Percentage of Total Assets as at 30 June:
Bank Balances 10% 8% 1% 7% 3% 4%
Stock / Equities 89% 87% 95% 93% 74% 96%
Placement with Banks and DFls 0% 0% 4% 0% 0% 0%
Others Including Receivables 1% 6% 0% 0% 23% 0%

Note:
The Launch date of the Fund is August 29, 2007

Disclaimer:
Past performance is not necessarily indicative of future performance and unit prices and investment returns may go down, as well as up.
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PROXY VOTING DISCLOURE

Summary of Actual Proxy voted by CIS

HBL Energy Fund Meetings Resolutions For Against
Number 6 14 14 -
(%ages) 100% 100% -
(h)  AMCdid not participate in shareholders' meetings
Investee Company AGM Meeting Dt EOGM Meeting Dt
Amreli Steels Limited 25-10-2017 5-7-2018
Bank Al-Falah Ltd 28-3-2018 27-5-2018
Bank Al-Habib Limited 27-3-2018 N-A
Bank of Punjab Ltd N-A 30-5-2018
Cherat Cement Company Ltd. 16-10-2017 N-A
Crescent Steel & Allied Products Ltd 17-10-2017 29-1-2018
Engro Corporation Ltd 24-4-2018 N-A
Engro Fertilizers Limited 26-3-2018 N-A
Engro Polymer & Chemicals Ltd 29-3-2018 2-7-2018
Faysal Bank Limited 28-3-2018 (6-3-2018)(10-7-2018)
Habib Bank Ltd 27-4-2018 N-A
Hascol Petroleum Ltd 27-4-2018 N-A
Honda Atlas Cars (Pakistan) Ltd 28-6-2018 N-A
Hub Power Company Ltd 10-5-2017 22-6-2018
Indus Motor Company Limited 10-6-2017 N-A
International Industries Ltd 28-9-2017 21-5-2018
International Steels Limited 26-9-2017 N-A
Lucky Cement Ltd (25-09-2017)(28-11-2017) N-A
Mari Petroleum Company Ltd 26-9-2017 N-A
MCB Bank Ltd 27-3-2018 2-10-2018
Nishat Mills Ltd N-A 28-3-2018
Qil & Gas Development Co Ltd 24-10-2017 N-A
Packages Ltd 19-4-2018 |(28-08-2017)(26-2-2018)
Pak Elektron Ltd 25-4-2018 N-A
Pakistan Oilfields Ltd 19-10-2017 N-A
Pakistan Petroleum Ltd 27-10-2017 N-A
Pakistan State Oil Company Ltd 20-10-2017 N-A
Pioneer Cement Limited 26-10-2017 N-A
Service Industries Ltd 30-4-2018 28-7-2017
Sui Northern Gas Pipeline Ltd 27-11-2017 N-A
Systems Limited 26-4-2018 N-A
The Searle Company Ltd N-A 31-7-2017
United Bank Limited 31-3-2018 N-A
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HBL Stock Fund

Statement of Assets and Liabilities
As at June 30, 2018

2018 2017
Note = - (Rupees in '000)----------
Assets
Bank balances 5 577,518 650,713
Investments 6 5,442,731 5,800,585
Dividend receivable and accrued mark-up 7 15,470 33,494
Receivable against sale of investment 43,063 2,159
Receivable against conversion of units - 211,869
Advances and deposits 8 3,029 2,600
Total assets 6,081,811 6,701,420
Liabilities
Payable to the Management Company 9 23,982 21,503
Payable to the Trustee 10 658 1,418
Payable to Securities and Exchange Commission of Pakistan 11 5,547 5,403
Payable against redemption of units - 181,864
Payable against purchase of investment 17,010 52,836
Dividend payable - 5,331
Accrued expenses and other liabilities 12 76,244 78,393
Total liabilities 123,441 346,748
Net assets 5,958,370 6,354,672
Unit holders' fund (as per statement attached) 5,958,370 6,354,672
Contingencies and commitments 13
------- Number of units -------
Number of units in issue 17 55,653,438 52,323,461
------------ Rupees ------------
Net assets value per unit 4.10 107.0620 121.4498
The annexed notes 1 to 31 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial Officer Chief Executive Officer Director
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HBL Stock Fund

Income Statement
For the year ended June 30, 2018

2018 2017
Note =~ = - (Rupees in '000)----------
Income
Dividend income 262,957 219,917
Profit on bank deposits 48,219 21,555
Mark-up / return on investments 761 3,626
Capital (loss) / gain on sale of investments - net (34,660) 828,051
Unrealised diminution on re-measurement of investments
classified 'at fair value through profit or loss - held-for-trading' - net (74,961) -
202,316 1,073,149
Impairment loss on equity securities classified as
Impairment reversal on available for sale investments - -
available-for-sale (294,671) (35,921)
Total income (92,355) 1,037,228
Expenses
Remuneration of the Management Company 9.1&09.2 131,917 128,436
Remuneration of the Trustee 10.2 7,726 7,558
Annual fee to Securities and Exchange Commission of Pakistan 111 5,547 5,403
Allocation of expenses related to registrar services,
accounting, operation and valuation services 9.3 5,837 5,722
Selling and marketing expenses 9.4 23,349 8,661
Securities transaction costs 10,936 65
Auditors' remuneration 14 611 550
Settlement and bank charges 2,065 1,320
Fee and subscription 1,448 194
Printing and stationary 174 258
Other advisory fee 62 22
Total expenses 189,672 158,189
Net (loss) / income from operating activities (282,027) 879,039
Element of income and capital gains included in prices
of units issued less those in units redeemed - net 49 - 180,639
Reversal of provision for Workers' Welfare Fund 12.2 - 56,825
Provision for Sindh Workers' Welfare Fund 12.2 - (34,381)
- 22,444
Net (loss) / income for the year before taxation (282,027) 1,082,122
Taxation 15 - -
Net income for the year after taxation (282,027) 1,082,122
(Loss) / Earnings per unit 16
The annexed notes 1 to 31 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial Officer Chief Executive Officer Director
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HBL Stock Fund
Statement of Comprehensive Income
For the year ended June 30, 2018

Net (loss) / income for the year after taxation
Other comprehensive income for the year
Item that will be reclassified subsequently to Income Statement

Unrealised (diminution) / appreciationon re-measurement of
investments classified as available-for-sale

Net reclassification adjustments relating to available-for-sale
financial assets

Total comprehensive income for the year

The annexed notes 1 to 31 form an integral part of these financial statements.

For HBL Asset Management Limited
(Management Company)

Chief Financial Officer Chief Executive Officer
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2018 2017
---------- (Rupees in '000)----------

(282,027) 1,082,122
(12,398) 980,729

(472,835) (792,130)

(485,233) 188,599

(767,260) 1,270,721

Director




HBL Stock Fund

Statement of Movement in Unit Holders' Fund
For the year ended June 30, 2018

For the year ended June 30,

2018 2017
(Rupees in '000)
Capital Undistributed Unrealised Total Capital ~ Undistributed  Total
value income income / value income
(Accumulated (loss) on
loss) investment
Net assets at beginning of the year 5,899,589 (96,624) 551,707 6,354,672 - - 4,519,241
Issuance of 16,694,964 units (2017: 21,624,269 units)
- Capital value (at net asset value per unit at the beginning of the year) 2,027,600 - - 2,027,600 - - -
- Element of loss (191,455) - - (191,455) - - -
1,836,145 B B 1,836,145 2,749,314
Redemption of 13,364,987 units (2017: 12,890,677 units)
- Capital value (at net asset value per unit at the beginning of the year) (1,623,175) - - (1,623,175) - - -
- Amount paid out of element of income - - - -
Relating to net income for the year after taxation 157,988 - - 157,988 - - -
(1,465,187) - - (1,465,187) (1,665,359)
Element of income and capital gain included in prices
of units issued less those in units redeemed - - - - - - (180,639)
Net (loss) / income for the year after taxation - (282,027) - (282,027) - - 1,082,122
Other comprehensive income for the year - - (485,233) (485,233) - - 188,599
Distribution during the year - - - - - - (338,606)
Total comprehensive income for the year - (282,027) (485,233) (767,260) - - 932,115
Net assets at end of the year 6,270,547 (378,651) 66,474 5,958,370 - - 6,354,672
Undistributed income brought forward
- Realised (96,624) (872,245)
- Unrealised - -
(96,624) (872,245)
Element of loss and capital losses included in prices of
units issued less those in units redeemed - 32,105
Accounting (loss) / income available for distribution (282,027) 1,082,122
Distribution during the year - (338,606)
Undistributed income carried forward (378,651) (96,624)
Undistributed income carried forward
- Realised (378,651) (96,624)
- Unrealised - -
(378,651) (96,624)
(Rupees)
Net assets value per unit at beginning of the year 121.4498 103.6764
Net assets value per unit at end of the year 107.0620 121.4498

The annexed notes 1 to 31 form an integral part of these financial statements.

For HBL Asset Management Limited
(Management Company)

Chief Financial Officer Chief Executive Officer Director
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HBL Stock Fund

Cash Flow Statement
For the year ended June 30, 2018

2018 2017
Note = —--meeee (Rupees in '000)----------
Cash flows from operating activities
Net (loss) / income for the year before taxation (282,027) 1,082,122
Adjustments for:
Impairment loss on investments classified
as available-for-sale 294,671 35,921
Profit on bank deposits (48,219) (21,555)
Dividend income (262,957) (219,917)
Mark-up / return on investments (761)
Capital gain on sale of investments - net 34,660 (828,051)
Unrealised diminution on re-measurement of investments
classified 'at fair value through profit or loss - held-for-trading' - net 74,961 -
Element of income and capital gains inlcuded in
prices of units issued less those in units redeemed - net - (180,639)
(189,672) (132,119)
(Increase) / decrease in assets
Investments - net (608,401) (233,518)
Advances and deposits (429) (424,931)
(608,830) (658,449)
Increase / (decrease) in liabilities
Payable to the Management Company 2,479 12,424
Payable to the Trustee (760) 902
Payable to Securities and Exchange Commission of Pakistan 144 1,293
Accrued expenses and other liabilities (2,149) 30,074
(286) 44,693
Net cash used in operations (798,787) (745,875)
Profit on bank deposits received 49,201 16,047
Dividend received 279, 998 198,211
Mark-up / return on investments received 761 -
329,960 214,258
Net cash used in operating activities (468,828) (531,617)
Cash flows from financing activities
Amount received on issue of units 2,048,014 2,960,700
Payments against redemption of units (1,647,051) (1,483,501)
Cash dividend paid (5,331) (333,275)
Net cash generated from financing activities 395,632 1,143,924
Net (decrease) / increase in cash and cash equivalents (73,195) 612,307
Cash and cash equivalents at beginning of the year 650,713 38,406
Cash and cash equivalents at end of the year 5 577,518 650,713
The annexed notes 1 to 31 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial Officer Chief Executive Officer Director
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HBL Stock Fund

Notes to the financial statements
For the year ended June 30, 2018

1. LEGAL STATUS AND NATURE OF BUSINESS

HBL Stock Fund (the Fund) was established under a Trust Deed, dated August 09, 2007, executed between HBL
Asset Management Limited (the Management Company) and Central Depository Company of Pakistan Limited
(CDC) as the Trustee. The Fund was authorised by the Securities and Exchange Commission of Pakistan (SECP) as a
unit trust scheme on August 21, 2007.

The Management Company of the Fund has been registered as a Non-Banking Finance Company (NBFC) under the
NBFC Rules, 2003 and has obtained the requisite license from the SECP to undertake Asset Management Services.
The registered office of the Management Company is located at 7th Floor, Emerald Tower, G-19, Block 5, Main
Clifton Road, Clifton, Karachi.

The Fund is an open-ended mutual fund and offers units for public subscription on a continuous basis. The units are
transferable and can also be redeemed by surrendering to the Fund. The Fund is listed on the Pakistan Stock
Exchange Limited. The units of the Fund were initially offered for public subscription at par from August 29, 2007
to August 31, 2007.

The principal activity of the Fund is to provide long-term capital growth by investing primarily in a diversified pool
of equities and equities related instruments.

JCR-VIS Credit Rating Agency has assigned an asset manager rating of '"AM2+' (AM Two Plus) to the Management
Company.

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

of the Fund.
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.

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.

2.2 Basis of measurement

These financial statements have been prepared under the historical cost convention, except that investments are
measured at fair value.

2.3 Functional and presentation currency
These financial statements are presented in Pak Rupees, which is the fund's functional and presentation currency.
2.4 Critical accounting estimates and judgments
The preparation of the financial statements in conformity with the approved accounting standards requires the
management to make estimates, judgements and assumptions that affect the reported amount of assets, liabilities,

income and expenses. It also requires the management to exercise judgement in application of its accounting
policies. The estimates, judgements and associated assumptions are based on the historical experience and various
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HBL Stock Fund

Notes to the financial statements
For the year ended June 30, 2018

other factors that are believed to be reasonable under the circumstances. Revisions to accounting estimates are
recognised in the year in which the estimates are 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.

The areas involving a higher degree of judgement or complexity, or areas where estimates and assumptions are
significant to the financial statements as a whole are as follows:

(i) classification and valuation of financial assets (notes 4.2.1, 6.1, 6.2 and 6.3); and

(ii) impairment of financial assets (note 4.2.5, 6.4.1)

3. NEW ACCOUNTING STANDARDS / AMENDMENTS AND IFRS INTERPRETATIONS
3.1 New accounting standards / amendments and IFRS interpretations that are effective for the year ended June 30,
2018

The following standards, amendments and interpretations are effective for the year ended June 30, 2018. These
standards, interpretations and the amendments are either not relevant to the Fund's operations or are not
expected to have significant impact on the Fund's financial statements other than certain additional disclosures.

Effective for accounting periods
beginning on or after:

Amendments to IAS 7 'Statement of Cash Flows' January 01, 2017
- Amendments as a result of the disclosure initiative

Amendments to IAS 12 'Income Taxes' - Recognition of January 01, 2017
deferred tax assets for unrealised losses

Certain annual improvements have also been made to a number of IFRSs which are also not relevant to the Fund.
3.2 New accounting standards / amendments and IFRS interpretations that are not yet effective

3.2.1 The following standards, amendments and interpretations are only effective for accounting periods, beginning on
or after the date mentioned against each of them. These standards, interpretations and the amendments (except
IFRS 9 'Financial Instruments') are either not relevant to the Fund's operations or are not expected to have
significant impact on the Fund's financial statements other than certain additional disclosures.

Effective for accounting
periods beginning on or after:

IFRS 15 'Revenue from contracts with customers' July 01, 2018
- This standard will supersede IAS 18, IAS 11, IFRIC 13, 15
and 18 and SIC 31 upon its effective date.

IFRS 16 'Leases' - This standard will supersede January 01, 2019
IAS 17 'Leases' upon its effective date.

Amendments to IFRS 2 'Share-based Payment' - Clarification on the July 01, 2018
classification and measurement of share-based payment transactions.

IFRS 9 'Financial Instruments' July 01, 2018
Amendments to IFRS 9 'Financial Instruments' - Amendments January 01, 2019

regarding prepayment features with negative compensation
and modifications of financial liabilities.
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HBL Stock Fund

Notes to the financial statements
For the year ended June 30, 2018

Effective for accounting periods
beginning on or after:

IFRS 4 'Insurance Contracts': Amendments An entity choosing to apply the overlay approach

regarding the interaction of IFRS 4 and IFRS 9. retrospectively to qualifying financial assets does
so when it first applies IFRS 9. An entity choosing
to apply the deferral approach does so for annual
periods beginning on or after 1 January 2018.

IFRIC 23 'Uncertainty over Income Tax Treatments': Clarifies January 01, 2019
the accounting treatment in relation to determination of

taxable profit (tax loss), tax bases, unused tax losses, unused

tax credits and tax rates, when there is uncertainty over

income tax treatments under IAS 12 'Income Taxes'.

Amendments to IAS 28 'Investments in Associates and Joint January 01, 2019
Ventures' - Amendments regarding long-term interests in
associates and joint ventures.

Amendments to IAS 19 'Employee Benefits' - Plan January 01, 2019
Amendment, Curtailment or Settlement.

Amendments to IAS 40 'Investment Property': Clarification January 01, 2018
on transfers of property to or from investment property.

IFRIC 22 'Foreign Currency Transactions and Advance January 01, 2018
Consideration': Provides guidance on transactions where

consideration against non-monetary prepaid asset / deferred

income is denominated in foreign currency.

Certain annual improvements have also been made to a number of IFRSs which are also not expected to have
material impact on financial reporting of the Fund.

3.2.2 IFRS 9 'Financial Instruments' Impact Assessment

IFRS 9 'Financial Instruments' was issued on July 24, 2017. This standard is adopted locally by the Securities and
Exchange Commission of Pakistan and is effective from accounting periods beginning on or after July 1, 2018.

3.2.2.1 Key requirements of IFRS 9 are as follows;
Classification and measurement of financial assets

- All recognized financial assets that are within the scope of IFRS9 are required to be subsequently measured at
amortised cost or fair value.

- Debt investments that are held within a business model whose objective is to collect the contractual cash flows
that are solely payments of principal and interest on the principal outstanding are generally measured at
amortised cost at the end of subsequent accounting periods.

- Debt instruments that are held within a business model whose objective is achieved both by collecting
contractual cash flows and selling financial assets, and that have contractual terms that give rise on specified
dates to cash flows that are solely payments of principal and interest on the principal amount outstanding are
generally measured at fair value through other comprehensive income "FVTOCI".

- All other debt investments and equity investments are measured at their fair value at the end of subsequent
accounting periods.

- In addition, under IFRS 9, entities may make an irrevocable election to present subsequent changes in the fair
value of an equity investment (that is not held for trading nor contingent consideration recognized by an
acquirer in a business combination) in other comprehensive income, with only dividend income generally
recognized in profit or loss.

Classification and measurement of financial liabilities

With regard to the measurement of financial liabilities designated as at fair value through profit or loss, IFRS 9
requires as follows;
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- The amount of change in the fair value of a financial liability that is attributable to changes in the credit risk of
that liability is presented in other comprehensive income, unless the recognition of such changes in other
comprehensive income would create or enlarge an accounting mismatch in profit or loss.

- Changes in fair value attributable to a financial liability's credit risk are not subsequently reclassified to profit or
loss. Under IAS 39, the entire amount of the change in the fair value of the financial liability designated as fair
value through profit or loss is presented in profit or loss.

Impairment of financial assets

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

SECP through its SCD/AMCW/RS/MUFAP/2017-148 dated November 21, 2017 have deferred the applicability of
above provision requirements in relation to debt securities for mutual funds.

3.2.2.2 Impact assessment

Based on the analysis of Fund's financial assets and liabilities as at June 30, 2018 considering facts and
circumstances that exists at that date, the Management Company have assessed the impact of IFRS 9 to the Fund's
financial statements as follows;

Listed equity securities classified as financial assets at fair value through profit or loss - held for trading will continue
to be measured at fair value through profit or loss upon application of IFRS 9 with value changes continue to
recognised in profit or loss.

Listed equity securities classified as financial assets at 'available-for-sale' are to be measured at fair value through
profit or loss upon application of IFRS 9 with value changes to be recognised in income statement instead of other
comprehensive income. The change in fair value attributed to these financial assets amounting to Rs. 66.474 million
during the current year would be recognised in income statement under IFRS 9.

Financial assets classified as loans and receivables are held with a business model whose objective is to collect the
contractual cash flows that are solely payments of principal and interest on the principle outstanding. These
financial assets will qualify to be measured initially at fair value and subsequently measured at amortized cost upon
application of IFRS 9.

Other financial assets and financial liabilities at amortised cost will continue to be subsequently measured at
amortised cost upon application of IFRS 9.

3.2.3 Other than the aforesaid standards, interpretations and amendments, the International Accounting Standards
Board (IASB) has also issued the following standards which have not been adopted locally by the Securities and
Exchange Commission of Pakistan:

- IFRS 1 - First Time Adoption of International Financial Reporting Standards
- IFRS 14 — Regulatory Deferral Accounts
- IFRS 17 — Insurance Contracts

3.3 Change in policy in relation to preparation of income statement and statement of comprehensive income

International Accounting Standard (IAS) 1 Presentation of Financial Statements allows an entity to prepare either
two performance statements i.e. income statement and statement of comprehensive income, or one performance
statement only i.e. income statement and statement of comprehensive income (showing both items of income or
loss for the period and items of other comprehensive income). The Fund, with effect from July 01, 2017, has
changed its policy with regard to preparation of income statement and other comprehensive income and opted to
prepare two separate performance statementsi.e. "income statement" and "statement of comprehensive income"
showing separately both income or loss for the year and items of other comprehensive income in separate
statements.

This change has no impact on the items of income or loss or other comprehensive income recognized in prior year
except that items of other comprehensive income previously presented under ‘statement of income statement and
other comprehensive income’ in single statement are now presented within 'income statement' and "statement of
comprehensive income' separately.
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4. SIGNIFICANT ACCOUNTING POLICIES
4.1 Cash and cash equivalents
Cash and cash equivalents comprise balances with banks and short-term highly liquid investments with original
maturities of three months or less. Cash and cash equivalents are carried in the statement of assets and liabilities
at cost.
4.2 Financial assets
4.2.1 Classification
The management determines the appropriate classification of its financial assets in accordance with the
requirements of International Accounting Standard 39 (IAS 39), "Financial Instruments: Recognition and
Measurement" at the time of purchase of financial assets and re-evaluates this classification on a regular basis. The
classification depends upon the purpose for which the financial assets are acquired. The financial assets of the Fund
are currently categorised as follows:
a) Investments at fair value through profit or loss - held-for-trading
An investment that is acquired principally for the purpose of generating profit from short-term fluctuations in
prices is classified as financial assets at fair value through profit or loss - held-for-trading. Currently, there are no
investments of the Fund classified as at fair value through profit or loss - held for trading.

b) Loans and receivables

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

c) Available for sale
These are those non-derivative financial assets that are designated as available for sale or are not classified as
(a) loans and receivables (b) held-to-maturity investments, or (c) financial assets at fair value through profit or
loss. These are intended to be held for an indefinite period of time which may be sold in response to the needs
for liquidity or change in price.

4.2.2 Regular way contracts

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

4.2.3 Initial recognition and measurement
All financial assets are initially recognised at cost, being the fair value of the consideration given including the
transaction cost associated with the acquisition, except in case of "financial assets at fair value through profit or loss
- held for trading", in which case the transaction costs are charged off to the income statement and statement of
comprehensive income.

4.2.4 Subsequent measurement

a) Financial assets 'at fair value through profit or loss - held for trading' and 'available for sale’

Subsequent to initial measurement, financial assets 'at fair value through profit or loss' and 'available for sale'
are valued as follows:

Basis of valuation of equity securities
Equity securities are valued on the basis of closing quoted market prices available at the stock exchange. A
security listed on the stock exchange for which no sale is reported on the reporting date is valued at its last sale

price on the next preceding date on which such exchange is open and if no sale is reported for such date, the
security is valued at an amount neither higher than the closing asked price nor lower than the closing bid price.
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Net gains and losses arising on changes in the fair value of financial assets carried at fair value through profit or
loss are taken to the Income Statement and Other Comprehensive Income.

Net gains and losses arising from changes in the fair value of available for sale financial assets are taken to the
statement of comprehensive income until these are derecognised or impaired. At the time of impairment or
derecognition, the cumulative gain or loss previously recognised in the statement of comprehensive income is
shown in the income statement.

Basis of valuation of government securities

The investment of the Fund in government securities is valued on the basis of PKRV rates published by Reuters
in accordance with Circular no. 33 of 2012.

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

Net gains and losses arising from changes in fair value of 'available for sale' financial assets are recognised as
'other comprehensive income' in the statement of comprehensive income until these are derecognised or
impaired. At this time, the cumulative gain or loss previously recognised as 'other comprehensive income' is
transferred to income before taxation as capital gain / (loss).

b) Loans and receivables

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

Gains or losses are also recognised in the income statement and other comprehensive income when financial
assets carried at amortised cost are derecognised or impaired.

4.2.5 Impairment
The Management Company assesses at each reporting date whether there is objective evidence that the Fund’s
financial assets or a group of financial assets are impaired. If any such indication exists, the recoverable amount of
such assets is estimated. An impairment loss is recognised whenever the carrying value of an asset exceeds its
recoverable amount.
For financial assets classified as 'loans and receivables', a provision for impairment is established when there is
objective evidence that the Fund will not be able to collect all amounts due according to the original terms. The
provision against these amounts is made as per the provisioning policy duly formulated and approved by the Board
of Directors of the Management Company in accordance with the requirements of the SECP.

4.2.6 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.

4.3 Financial liabilities

All financial liabilities are recognised at the time when the Fund becomes a party to the contractual provisions of
the instrument. They are initially recognised at fair value and subsequently stated at amortised cost.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expired.
44 Offsetting of financial assets and 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.
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4.5 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 amount of obligation can be made. Provisions are regularly reviewed and adjusted to
reflect the current best estimate.

4.6 Taxation

The income of the Fund is exempt from income tax under clause 99 of Part | of the Second Schedule to the Income
Tax Ordinance, 2001 subject to the condition that not less than ninety percent of its accounting income for the year,
as reduced by capital gains, whether realised or unrealised, is distributed in cash to the unit holders.

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

The Fund does not account for deferred tax in these financial statements as the Fund intends to continue availing
the tax exemption in future years by distributing in cash at least ninety percent of its accounting income for the year
as reduced by capital gains, whether realised or unrealised, to its unit holders.

4.7 Proposed distributions

Distributions declared subsequent to the reporting date are considered as non-adjusting events and are recognised
in the financial statements in the period in which such distributions are declared and approved.

4.8 Issue and redemption of units

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

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

4.9 Element of income / (loss) and capital gains / losses included in prices of units issued less those in units
redeemed
The Fund has followed the requirements of SRO 756 (I) 2017 dated August 3, 2017 read with NBFC regulations,
2008 in the preparation of these financial statements as follows:

- element of income has been determined as the difference between net assets value on the issuance or
redemption date, as the case maybe, of units and the net asset value at the beginning of the accounting period;

- presented distributable income in statement of movement In unitholders’ fund ; and

- presented allocation of net income available for distribution relating to capital gains and excluding capital gains
in statement of movement In unitholders’ fund.

Amendment in the NBFC Regulations subsequent to the year end

The Securities and Exchange Commission of Pakistan through its SRO 756(1)/2017 dated August 3, 2017 has made
certain amendments in the NBFC Regulations. The notification includes a definition and explanation relating to
"element of income" and excludes the element of income from the expression "accounting income" as described
in Regulation 63 (amount distributable to unit holders) of the NBFC Regulations. As per the notification, element of
income represents the difference between net assets 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 revised regulations also specify that element of income is a transaction of capital nature and the receipt and
payment of element of income shall be 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 will be refunded on units in the same proportion as dividend bears to accounting income
available for distribution. Furthermore, the revised regulations also require certain additional disclosures with
respect to 'Income Statement' and 'Statement of Movement in Unit Holders' Fund', whereas disclosure with

respect to 'Distribution Statement' has been deleted in the revised regulations.
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Previously, an equalisation account called the 'element of income / (loss) and capital gains / (losses) included in
prices of units issued less those in units redeemed' was created, in order to prevent the dilution of per unit income
and distribution of income already paid out on redemption. The net element of income / (loss) and capital gains /
(losses) relating to units issued and redeemed during the accounting period which pertained to unrealised
appreciation / (diminution) held in the Unit Holder's Fund was recorded in a separate account and any amount
remaining in this reserve account at the end of the accounting period (whether gain or loss) was included in the
amount available for distribution to the unitholders. The remaining portion of the net element of income / (loss)
and capital gains / (losses) relating to units issued and redeemed during an accounting period was recognised in the
Income Statement.

As required by IAS 8: 'Accounting Policies, Changes in Accounting Estimates and Errors', a change in accounting
policy requires retrospective application as if that policy had always been applied. However, the Management
Company has applied the above changes in accounting policy, including the additional disclosures requirements in
the 'Income Statement' and 'Statement of Movement in Unit Holders' Fund', prospectively from July 1, 2017 as
required by SECP vide its email dated February 8, 2017. Accordingly, corresponding figures have not been restated.
The ‘Distribution Statement’ for the comparative period has not been presented as it has been deleted as a result
of the amendments made in the NBFC Regulations the aforementioned SRO issued by the SECP.

Had the element of loss been recognised as per the previous accounting policy, the income of the Fund would have
been lower by Rs 33.467 million. However, the change in accounting policy does not have any impact on the 'Cash
flow Statement', the 'net assets attributable to the unit holders' and 'net asset value per unit' as shown in the
'Statement of Assets and Liabilities' and 'Statement of Movement in Unit Holders' Fund'. The change has resulted
in inclusion of certain additional disclosures / new presentation requirements in the 'Income Statement' and
'Statement of Movement in Unit Holders' Fund which have been incorporated in these statements.

4.10 Net assets 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 asset of the Fund by the number of units in issue at the year end.

4.11 Revenue recognition

- Realised capital gains/ (losses) arising on sale of investments are included in the income statement on the date
at which the transaction takes place.

- Unrealised gains / (losses) arising on re-measurement of investments classified as 'financial assets at fair value
through profit or loss' are included in the income statement in the period in which they arise.

- Dividend income from equity securities is recognised when the right to receive dividend is established.

- Mark-up / return on government securities, bank profits and investment in debt securities are recognised on a
time apportionment basis using the effective interest method.

4.12 Expenses

All expenses including NAV based expenses (namely management fee, trustee fee, annual fee payable to the SECP,
and selling and marketing expense) are recognised in the Income Statement on an accrual basis.

2018 2017
Note = - (Rupees in '000)----------

5. BANK BALANCES

Balances with banks in:

Savings accounts 5.1 575,068 648,263

Current account 2,450 2,450

577,518 650,713

5.1 This represent bank accounts held with different banks. Mark-up rates on these accounts range between 4% -

8.25% (June 30, 2017: 5.00% - 6.60%) per annum.
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2018 2017
Note ~  ----mm- (Rupees in '000)----------
6. INVESTMENTS
Available for sale
- Listed equity securities 6.1 887,003 5,800,585
Held-For-Trading
- Listed equity securities 6.2 4,555,728 -
5,442,731 5,800,585

6.1 Listed equity securities - Available-for-sale

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

Market value as a

Number of shar Market percentage of Holdingas a
Purchases Bonus / Sold As at value as at %ofpaid-up
Name of the Investee Company Asatluly 1, during the Rights during June 30, Juzr:)el.;ao, Total Net Assets cai;r)‘l‘:zlstzitehe
2017 . Investments
year issue the year 2018 (Rupees in '000) company
Commercial Banks
Habib Bank Limited * 942,619 - - 942,619 - - - - -
MCB Bank Limited 1,234,700 - - 787,100 447,600 88,522 9.98 1.49 0.04%
Allied Bank Limited 1,251,700 - - 1,251,700 - - - - -
United Bank Limited 1,341,500 - - 1,079,900 261,600 44,205 4.98 0.74 0.02%
4,770,519 - - 4,061,319 709,200 132,727 14.96 2.23
Textile Composite
Nishat Mills Limited 1,169,200 - - 953,100 216,100 30,453 343 0.51 0.06%
1,169,200 - - 953,100 216,100 30,453 3.43 0.51
Cement
D. G. Khan Cement Limited 1,184,100 - - 1,184,100 - - - - -
Lucky Cement Limited 415,100 - - 414,850 250 127 0.01 0.00 0%
Pioneer Cement Limited 1,417,800 46,500 - 1,464,300 - - - - -
Cherat Cement Limited 724,100 - - 724,100 - - - - -
3,741,100 46,500 - 3,787,350 250 127 0.01 0.00
Power Generation and Distribution
The Hub Power Company Limited 2,616,700 - 1,212,000 1,404,700 129,457 14.59 2.17 0.12%
K-Electric Limited (Rs. 3.5 each) 15,000,000 - 15,000,000 - - - - -
17,616,700 - - 16,212,000 1,404,700 129,457 14.59 2.17
Oil and Gas
Oil and Gas Development
Company Limited 1,752,900 - - 1,392,400 360,500 56,101 6.32 0.94 0.01%
Pakistan Oilfields Limited 347,900 - - 310,600 37,300 25,058 2.82 0.42 0.02%
Pakistan Petroleum Limited 856,300 141,600 - 872,700 125,200 26,905 3.03 0.45 0.01%
Pakistan State Oil Company
Limited(Note 6.2.2) 436,800 50,700 48,640 412,500 123,640 39,356 4.44 0.66 0.04%
Hascol Petroleum Limited 580,900 - - 447,500 133,400 41,856 4.72 0.70 0.11%
Sui Northern Gas Pipelines Limited 1,466,000 100 - 1,275,300 190,800 19,122 2.16 0.32 0.03%
Mari Petroleum Limited 170,140 - - 68,440 101,700 153,179 17.27 2.57 0.09%
5,610,940 192,400 48,640 4,779,440 1,072,540 361,577 40.76 6.06
Automobile Assembler
Pak Suzuki Motor Company Limited 189,200 - - 189,200 - - - - -
Indus Motor Company Limited 66,180 - - 57,540 8,640 12,281 1.38 0.21 0.01%
Honda Atlas Cars Pakistan Limited 126,550 - - 126,550 - - - - -
381,930 - - 373,290 8,640 12,281 1.38 0.21
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Market value as a

mrmmmmmememe e neeneeeeee-NUMber Of shares----------e--eemeemoecoeeceeee Market percentage of Holding as a
value as at %ofpaid-up
Name of the Investee Company ¢ 5¢ july 1 Purchases Bonus / Sold Asat June 30, Total capitalof the
" duringthe Rights during June 30, 2018 Net Assets investee
2017 . Investments
year issue the year 2018 (Rupees in'000) company
Chemicals
Engro Corporation Limited 1,064,000 100,000 - 798,100 365,900 114,841 12.95 1.93 0.07%
Engro Fertilizers Limited 315,500 - - 315,500 - - - - -
Engro Polymer & Chemicals Limited 3,101,000 - - 3,101,000 - - - - -
4,480,500 100,000 - 4,214,600 365,900 114,841 12.95 1.93
Cable and Electronic Goods
Pak Elektron Limited 1,726,000 200,000 - 1,926,000 - - - - -
1,726,000 200,000 - 1,926,000 - - - -
Pharmaceutical
Searle Company Limited (Note 6.2.2) 361,804 10,000 57,730 374,650 54,884 18,633 2.10 031 0.03%
361,804 10,000 57,730 374,650 54,834 18,633 2.10 0.31
Automobile Parts and Accessories
Millat Tractors Limited 82,750 - - 9,600 73,150 86,907 9.80 1.46 0.17%
82,750 - - 9,600 73,150 86,907 9.80 1.46
General Industrials
Packages Limited ** 239,700 - - 239,700 - - - - -
239,700 - - 239,700 - - - -
Engineering
Mughal Iron & Steel Industries Limited 18,165 - - 18,165 - - - - -
Crescent Steel and Allied Products
Limited 534,800 15,800 - 550,600 - - - - -
International Steels Limited ** 1,056,000 - - 1,056,000 - - - - -
International Industries Limited 360,100 - - 360,100 - - - - -
1,969,065 15,800 - 1,984,865 - - - -
Leather and Tanneries
Service Industries Limited 40,800 - - 40,800 - - - - -
40,800 - - 40,800 - - - -
Total 42,191,008 564,700 106,370 38,956,714 3,905,364 887,003 100 15
Cost of investment as at June 30, 2018 899,401

* Sponsor of the Management Company
**Related party due to common directorship
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6.2 Listed equity securities - Held-for-trading

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

Market value as a

Number of shar Market percentage of Holding as a
value as at %ofpaid-up
Name of the Investee Company g a¢ july 1, Purfhases Bo.nuS/ S"{ld Asat June 30, Total capitalof the
2017 during the Rights during June 30, 2018 Investments et Assets investee
year issue the year 2018 (Rupees in '000) company
Commercial Banks
Bank Al Habib Limited - 2,468,000 - 582,500 1,885,500 148,634 3.26 2.48 0.17%
Habib Bank Limited * - 3,051,800 - 1,240,181 1,811,619 301,526 6.62 5.03 0.12%
MCB Bank Limited - 1,126,700 - - 1,126,700 222,827 4.89 3.72 0.10%
Allied Bank Limited - 64,000 - 64,000 - - - - -
Bank of Punjab - 13,916,500 - 4,250,000 9,666,500 116,675 2.56 1.95 1.83%
Bank Alfalah Limited - 6,063,500 - 1,069,000 4,994,500 261,162 573 4.36 0.31%
Meezan Bank Limited - 556,000 - 119,000 437,000 35,712 0.78 0.60 0.04%
Faysal Bank Limited (Note 6.2.2) - 5,219,000 520,350 3,441,000 2,298,350 59,757 131 1.00 0.25%
United Bank Limited - 1,504,900 - 5,000 1,499,900 253,453 5.56 4.23 0.12%
- 33,970,400 520,350 10,770,681 23,720,069 1,399,746 30.71 23.36
Textile Composite
Nishat Chunian Limited - 1,032,500 - 1,032,500 - - - - -
Nishat Mills Limited - 842,500 - - 842,500 118,725 2.61 1.98 0.24%
- 1,875,000 - 1,032,500 842,500 118,725 2.61 1.98
Cement and matverial
D. G. Khan Cement Limited - 959,500 - 959,500 - - - - -
Fauji Cement Company Limited - 5,210,500 - 5,210,500 - - - - -
Lucky Cement Limited - 360,800 - - 360,800 183,261 4.02 3.06 0.11%
Pioneer Cement Limited - 514,500 - 26,000 488,500 22,891 0.50 0.38 0.22%
Shabbir Tiles and Ceremics Limited - 481,500 - - 481,500 10,140 0.22 0.17 0.20%
Kohat Cement Limited - 222,800 - 500 222,300 27,358 0.60 0.46 0.17%
- 7,749,600 - 6,196,500 1,553,100 243,651 5.34 4.07
Power Generation and Distribution
The Hub Power Company Limited - 1,688,700 - - 1,688,700 155,631 3.42 2.60 0.15%
K-Electric Limited (Rs. 3.5 each) - 13,559,500 - 7,835,000 5,724,500 32,515 0.71 0.54 0.02%
- 15,248,200 - 7,835,000 7,413,200 188,146 4.13 3.14
Oil and Gas
Oil and Gas Development Company Limited - 1,558,900 - - 1,558,900 242,596 533 4.05 0.04%
Pakistan Oilfields Limited - 411,500 - - 411,500 276,442 6.07 461 0.17%
Pakistan Petroleum Limited - 1,533,400 - - 1,533,400 329,528 7.23 5.50 0.08%
Pakistan State Oil Company Limited - 537,500 - - 537,500 171,092 3.76 2.85 0.16%
Hascol Petroleum Limited - 112,800 - - 112,800 35,392 0.78 0.59 0.09%
Hascol Petroleum Limited LOR - 90,960 - 90,960 - - - - -
Sui Northern Gas Pipelines Limited - 1,020,100 - - 1,020,100 102,234 2.24 1.70 0.16%
Mari Petroleum Limited - 97,260 - - 97,260 146,491 3.22 2.44 0.09%
- 5,362,420 - 90,960 5,271,460 1,303,775 28.63 21.74
Automobile Assembler
Millat Tractors Limited - 28,520 - - 28,520 33,883 0.74 0.57 0.06%
Indus Motor Company Limited - 46,520 - - 46,520 66,126 1.45 1.10 0.06%
Honda Atlas Cars Pakistan Limited - 177,150 - 72,200 104,950 33,205 0.73 0.55 0.07%
- 252,190 - 72,200 179,990 133,214 2.92 2.22
Chemicals
Engro Corporation Limited - 606,200 - - 606,200 190,262 4.18 3.17 0.12%
Engro Fertilizers Limited - 4,969,000 - 1,530,000 3,439,000 257,615 5.65 4.30 0.26%
Fauji Fertilizes Company limited - 1,624,000 - 414,000 1,210,000 119,657 2.63 2.00 0.10%
Engro Polymer & Chemicals Limited LOR - 640,655 - 76 640,579 5,650 0.12 0.09 0.26%
Engro Polymer & Chemicals Limited - 4,564,500 - 2,508,000 2,056,500 64,492 1.42 1.08 0.17%
- 12,404,355 - 4,452,076 7,952,279 637,676 14.00 10.64
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6.2.1

6.2.2

Market value as a

meemememememememeeeeeeeee-NUMbe Of shares------voeoeoeeemeeeeeeeeeee Market percentage of Holding as a
value as at %ofpaid-up
Name of the Investee Company AsatJuly 1 Purchases Bonus / Sold Asat June 30, Total capitalof the
" duringthe Rights during June 30, 2018 Net Assets investee
2017 . Investments
year issue the year 2018 (Rupees in '000) company
Cable & Electronic Goods
Pak Elektron Limited - 2,259,200 - 639,400 1,619,800 57,438 1.26 0.96 0.33%
2,259,200 - 639,400 1,619,800 57,438 1.26 0.96
Leather & Tanneries
Service Industries Limited - 1,500 - 1,500 - - - - -
1,500 - 1,500 -
Pharmaceutical
Searle Company Limited (Note 6.2.2) - 106,900 6,200 - 113,100 38,397 0.84 0.64 0.06%
106,900 6,200 - 113,100 38,397 0.84 0.64
Engineering
Mughal Iron & Steel Industries Limited - 1,436,000 - 452,835 983,165 60,386 1.33 1.01 0.39%
International Steels Limited ** - 1,021,100 - 434,100 587,000 59,698 131 1.00 0.13%
Crescent Steel & Allied Products Limited 92,800 - 92,800 - - - 0.00 0.00%
International Industries Limited - 456,100 - 204,800 251,300 58,374 1.28 0.97 0.21%
Amreli Steels Limited - 1,869,200 - 1,022,000 847,200 59,770 131 1.00 0.29%
4,875,200 - 2,206,535 2,668,665 238,228 5.23 3.98
Automobile Parts and Accessories
Thal Limited (Rs. 5 each) - 278,650 - - 278,650 133,064 2.92 222 0.34%
278,650 - - 278,650 133,064 2.92 2.22
Technology and Communication
Systems Limited - 639,000 - 10,000 629,000 63,667 1.40 1.06 0.57%
639,000 - 10,000 629,000 63,667 1.40 1.06
Total - 85,022,615 526,550 33,307,352 52,241,813 4,555,728 100.00 76.02
Cost of investment as at June 30, 2018 4,630,690

* Sponsor of the Management Company
** Related party due to common directorship

Investments include shares having market value aggregating to Rs. 324.348 million (June 30, 2017: Rs. 408.55
million) that have been pledged with National Clearing Company of Pakistan Limited for guaranteeing settlement
of the Fund's trades in terms of Circular No. 11 dated October 23, 2007 issued by the SECP.

This includes gross bonus shares as per Fund’s entitlement declared by the investee company. Finance Act, 2014
has brought amendments in the Income Tax Ordinance, 2001 whereby the bonus shares received by the
shareholder are to be treated as income and a tax at the rate of 5 percent is to be applied on value of bonus shares
determined on the basis of day end price on the first day of closure of books. The tax is to be collected at source by
the investee company which shall be considered as final discharge of tax liability on such income. However, the
Management Company of the Fund jointly with other asset management companies and Mutual Fund Association
of Pakistan, has filed a petition in Honorable Sindh High Court to declare the amendments brought in Income Tax
Ordinance, 2001 with reference to tax on bonus shares for collective investment schemes as null and void and not
applicable on the mutual funds based on the premise of exemption available to mutual funds under clause 99 of
Part | and clause 47B of Part IV of the Second Schedule to the Income Tax Ordinance, 2001. The Honorable Sindh
High Court has granted stay order till the final outcome of the case. However, the investee company(s) has withheld
the share equivalent to 5% of bonus announcement of the Fund having fair market value of Rs. 4.7 million at June
30, 2018 (June 30, 2017: Rs. 2.8 million) and not yet deposited on CDC account of department of Income tax.
Management Company is of the view that the decision will be in the favor and accordingly has recorded the bonus
shares on gross basis at fair value in Fund's investments at year end.
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6.3

6.4

6.4.1

Investment in government securities- Available-for-sale

Market value as a

Issue Date Tenure Face value
percentage of
Sales/ Market
Asat Purchases Matured As at Value as at Total Net
July 1, during during th June 30, June 30, Investment Asset
2017 the year uring the 2018 2018 nvestments ssets
year
--------------------------- (Rupees in '000) ----------===nnn=znnmnneeav
Treasury bill
May 12, 2016 3 months 500,000 500,000
Cost of investment at June 30, 2018
2018 2017
Note = ----meme- (Rupees in '000)----------
Net unrealised appreciation on remeasurement
of investments classified as available-for-sale
Market value of investments 6.1 887,003 5,800,585
Cost of investments 6.1 899,401 5,293,873
Provision against equity securities 6.4.1 (78,872) (44,995)
820,529 5,248,878
66,474 551,707
Movement in impairment against equity securities
Opening balance 44,995 81,273
Add: Charge for the year 294,671 35,921
Less: Reversals made during the year (capital gain) (260,794) (72,199)
Net charge / (reversal) 33,877 (36,278)
Closing balance 78,872 44,995
DIVIDEND RECEIVABLE AND ACCRUED MARK-UP
Dividend receivable 10,944 27,986
Mark-up accrued on deposits with banks 4,526 5,508
15,470 33,494
ADVANCES AND DEPOSITS
Security deposit with:
- National Clearing Company of Pakistan Limited 2,500 2,500
- Central Depository Company of Pakistan Limited 100 100
Advance tax 429 -
Advance against subscription of Term Finance Certificates (TFC) 27 25,000 25,000
28,029 27,600
Less: Provision in respect of advance against subscription
of term finance certificates 8.1 25,000 25,000
3,029 2,600
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8.1

9.1

9.2

9.3

9.4

10.

10.1

10.2

The Fund had subscribed towards the Term Finance Certificates of Dewan Cement Limited as Pre-IPO investor on
January 9, 2008. Under the agreement, the issuer was required to complete the public offering by October 9, 2008.
However, no public offering has been carried out by the issuer till June 30, 2018. In addition, profit on the advance
against subscription, due after six months from the date of subscription, has also not been received by the Fund. As
at June 30, 2018, the advance against subscription has been fully provided in accordance with the provisioning
policy of the Fund as approved by the Board of Directors of the Management Company.

2018 2017
Note - (Rupees in '000)----------

PAYABLE TO THE MANAGEMENT COMPANY
Management fee 9.1 10,009 10,522
Sindh Sales Tax 9.2 1,301 1,368
Sales load payable 77 426
Selling and marketing payable 9.4 12,094 8,661
Allocation of expenses related to registrar services,
accounting, operation and valuation services 9.3 501 526

23,982 21,503

Under the provisions of the NBFC Regulations, the Management Company of the Fund is entitled to a remuneration
of an amount not exceeding two percent of average annual net assets. The Management Company has charged its
remuneration at the rate of two percent per annum (June 30, 2017: two percent per annum) of the average annual
net assets of the Fund for the current year.

The Sindh Government has levied Sindh Sales Tax at the rate of 13% (June 30, 2017: 13%) on the remuneration of
the Management Company through Sindh Sales Tax on Services Act, 2011.

As per Regulation 60(3)(s) of the amended NBFC Regulations dated November 25, 2015, fee and expenses
pertaining to registrar services, accounting, operation and valuation services related to a Collective Investment
Scheme (CIS) are chargeable to the CIS, maximum upto 0.1 percent of the average annual net assets or the actual
cost whichever is lower. Accordingly, the Management Company has charged aforementioned expenses to the
extent of 0.1% of the average annual net assets, being lower amount, to the Fund during the year.

SECP vide its circular No.SCD/PRDD/Circular/361/2016 dated December 30, 2016 prescribed certain conditions on
Asset Management Companies (AMCs) for charging of selling and marketing expenses to collective investment
schemes managed by them. According to said circular, the selling and marketing expenses have been allowed
initially for a period of three years (from January 01, 2017 till December 31, 2019) being chargeable to open end
equity, asset allocation and index funds. Maximum cap on the expenses has been set at 0.4% per annum of net
assets of fund or actual expenses, whichever being lower. The Fund has started accruing expense on this account at
0.4% per annum of net assets of the Fund effective from March 21, 2017.

2018 2017
---------- (Rupees in '000)----------
PAYABLE TO THE TRUSTEE
Trustee fee 10.1 582 1,255
Sindh Sales Tax 76 163

658 1,418

The Trustee is entitled to a monthly remuneration for services rendered to the Fund under the provisions of the
Trust Deed as per the tariff specified therein, based on the daily net assets of the Fund. The fee is paid to the Trustee
monthly in arrears.

The tariff structure applicable to the Fund is as follows:

Amount of Funds Under Management Tariff per annum
[Average Net Assets Value (NAV)]

Up to Rs. One billion Rs 0.7 million or 0.2% p.a. of NAV,
whichever is higher
Exceeding Rs. One billion Rs 2.0 million plus 0.10% of NAV,

exceeding Rs. 1,000 million

The Sindh Government has levied Sindh Sales Tax at the rate of 13% (June 30, 2017: 13%) on the remuneration of
the Trustee through Sindh Sales Tax on Services Act, 2011.
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2018 2017
Note = ----mm- (Rupees in '000)----------
11. PAYABLE TO SECURITIES AND
EXCHANGE COMMISSION OF PAKISTAN
Annual fee 111 5,547 5,403
111 Under the provisions of the Non-Banking Finance Companies and Notified Entities Regulations, 2008 a collective

investment scheme categorised as as equity scheme is required to pay as annual fee to the Securities and Exchange
Commission of Pakistan, an amount equal to 0.095 percent of the average annual net assets of the scheme. The fee
is payable annually in arrears.

2018 2017
Note ~  ------m- (Rupees in '000)----------
12. ACCRUED EXPENSES AND OTHER LIABILITIES
Federal Excise Duty 12.1 37,838 37,838
Provision for Sindh Workers' Welfare Fund 12.2 34,381 34,381
Withholding tax payable 849 5,178
Auditors' remuneration 543 530
Payable to brokers 1,764 -
Others 870 466
76,244 78,393
12.1 As per the requirement 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 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
results 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 along-with Central Depository Company of Pakistan Limited with the
Sindh High Court (SHC) on September 04, 2013.

While disposing the above petition through order dated July 30, 2016, the SHC declared the said provisions to be
ultra vires and as a result no FED is payable with effect from July 01, 2011. 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.

The finance act 2016 excluded the mutual funds from the levy of FED with effect from July 01, 2016. therefore, no
provision is charged during the year ending June 30, 2017.

However, since the appeal is pending in Supreme Court of Pakistan, the Management Company has made a
provision on FED on remuneration of the Management Company with effect from June 13, 2013 till June 30, 2016,
aggregating to Rs. 37.838 million (June 30, 2017:37.838). Had the provision not been made, the Net Asset Value per
unit as at June 30, 2018 would have been higher by Rs. 0.68 (June 30, 2017: Rs. 0.72) per unit.

12.2 The Finance Act 2008 introduced an amendment to the Workers' Welfare Fund Ordinance, 1971 (WWF Ordinance).
As a result of this amendment it may be construed that all Collective Investment Schemes (CISs) / mutual funds
whose income exceeds Rs. 0.5 million in a tax year, have been brought within the scope of the WWF Ordinance,
thus rendering them liable to pay contribution to WWF at the rate of two percent of their accounting or taxable
income, whichever is higher. In this regard, a constitutional petition has been filed by certain CISs through their
trustees in the Honorable High Court of Sindh, challenging the applicability of WWF to the CISs, which is pending
adjudication.

The Finance Act 2015 incorporated an amendment in WWF Ordinance by excluding CIS from the definition of
Industrial Establishment, and consequently CIS are no more liable to pay contribution to WWF with effect from July
1, 2015.

Subsequently, the Ministry of Labour and Manpower (the Ministry) vide its letter dated July 15, 2010 clarified that
“Mutual Fund(s) is a product which is being managed / sold by the Asset Management Companies which are liable
to contribute towards Workers Welfare Fund under Section 4 of the WWF Ordinance. However, the income on
Mutual Fund(s), the product being sold, is exempted under the law ibid”.

Further, the Secretary (Income Tax Policy) Federal Board of Revenue (FBR) issued a letter dated October 6, 2010 to

the Members (Domestic Operation) North and South FBR. In the letter, reference was made to the clarification
issued by the Ministry stating that mutual funds are a product and their income are exempted under the law ibid.
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The Secretary (Income Tax Policy) Federal Board of Revenue directed that the Ministry’s letter may be circulated
amongst field formations for necessary action. Following the issuance of FBR Letter, show cause notice which had
been issued by taxation office to certain mutual funds for payment of levy under WWF were withdrawn. However,
the Secretary (Income Tax Policy) Federal Board of Revenue vide letter January 4, 2011 has cancelled ab-initio
clarificatory letter dated October 6, 2010 on applicability of WWF on mutual funds and issued show cause notices
to certain mutual funds for collecting WWF. In respect of such show cause notices, certain mutual funds have been
granted stay by Honorable High Court of Sindh on the basis of the pending constitutional petition in the said court
as referred above.

During the year ended June 30, 2013, the Larger Bench of the Sindh High Court (SHC) issued a judgment in response
to a petition in another similar case in which it is held that the amendments introduced in the WWF Ordinance
through Finance Acts, 2006 and 2008 do not suffer from any constitutional or legal infirmity.

During the year ended June 30, 2014, the Honorable Peshawar High Court on a petition filed by certain aggrieved
parties (other than the mutual funds) have adjudicated that the amendments introduced in the Workers Welfare
Fund Ordinance, 1971 through the Finance Acts of 1996 and 2009 lacks the essential mandate to be introduced and
passed through the money bill under the Constitution of Pakistan and hence have been declared as ultra vires the
Constitution.

However the Supreme Court of Pakistan (SCP) passed a judgment on November 10, 2016, deciding that
amendments made through the Finance Acts through which WWF was levied are unlawful, as such are not in
nature of tax; therefore, it could not be introduced through the money bill. However, the Federal Board of Revenue
has filed a review petition in the SCP against the said judgment, which is pending for hearing in the SCP.

Further, the Government of Sindh also introduced levy of the Sindh Workers” Welfare Fund (SWWF) through the
Sindh Workers’ Welfare Act, 2014. The Mutual Fund Association of Pakistan, in the previous years based on opinion
obtained from the tax consultants, concluded that SWWF is not applicable on mutual funds. MUFAP also wrote to
the Sindh Revenue Board (SRB) that mutual funds are not establishments and are pass through vehicles; therefore,
they do not have any worker and, as a result, no SWWEF is payable by them. SRB responded back that as mutual
funds are included in definition of financial institutions in the Financial Institutions (Recovery of Finance)
Ordinance, 2001, and thus SWWF is payable by them. MUFAP has taken up the matter with the concerned ministry
[Sindh Finance Ministry] for appropriate resolution of the matter.

Considering the above developments, the Management Company assessed the position of the Fund with regard to
reversal of provision of WWF and recognition of provision of SWWEF, and decided that:

- The Sindh Workers’ Welfare Fund (SWWF) should be recognized from July 01, 2014, and

- Provision computed for SWWF should be adjusted against provision of WWF, as the SCP declared WWF
unlawful. It was also decided that if any further provision is required, then it should be recognized in books of
the Fund. If provision of WWF is in excess of provision required for SWWF, the remaining provision of WWF
should be carried forward unless further clarification is received from the MUFAP.

As a result, the Management Company assessed that no further provision is required for SWWF and additional
provision of WWF should be carried forward till the matter is cleared.

In the wake of the aforesaid developments, the MUFAP called its Extraordinary General Meeting (EOGM) on
January 11, 2017, wherein the MUFAP recommended to its members that effective from January 12, 2017,
Workers' Welfare Fund (WWF) recognised earlier should be reversed in light of the decision made by the Supreme
Court of Pakistan and Sindh Workers' Welfare Fund (SWWF) should be recognized effective from May 21, 2015.

MUFAP also communicated the above-mentioned decisions to the Securities and Exchange of Commission (SECP)
through its letter dated January 12, 2017, and the SECP through its letter dated February 01, 2017, advised that the
adjustment should be prospective and supported by adequate disclosures.

As a result of the above recommendations of the MUFAP, the Fund on January 12, 2017, reversed the provision of
WWF amounting to Rs. 56.825 million and started recognising provision provision for SWWF.

As at June 30, 2018, the provision in relation to SWWF amounted to Rs. 34.381 million (2017: Rs. 34.381 million).
Had the provision not being made, the Net Asset Value per unit as at June 30, 2018 would have been higher by Rs.
0.6178 (June 30, 2017: Rs. 0.6571) per unit.

13. CONTINGENCIES AND COMMITMENTS

There are no contingencies and commitments outstanding as at June 30, 2018 and June 30, 2017.
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2018 2017
---------- (Rupees in '000)----------
14. AUDITORS' REMUNERATION
Annual audit fee 460 455
Fee for half yearly review 55 55

Review of compliance with the requirements of the

Code of Corporate Governance - 5
Out of pocket 96 35
611 550

15. TAXATION

No provision for taxation has been made as the Fund has incurred a net loss and as such is exempt from Income Tax
as per Clause 99 of Part | of the Second Schedule to the Income Tax Ordinance, 2001. The Fund is also exempt from
provision of Section 113 (minimum tax) under clause 11A of Part IV of Second Schedule to the Income Tax
Ordinance, 2001. Hence, no provision with respect to tax has been recognized in the income statement and
statement of comprehensive income.

16. (LOSS) / EARNING PER UNIT

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

2018 2017
17. NUMBER OF UNITSINISSUE === (Rupees in '000)----------
Opening units in issue 52,323,461 43,589,869
Units issued during the year 16,694,964 21,624,269
Less: Units redeemed (13,364,987) (12,890,677)
Total units in issue at the end of the year 55,653,438 52,323,461
18. FINANCIAL INSTRUMENTS BY CATEGORY
------------------ As at June 30, 2018 ------------------
Loans and Available Held-for
. . Total
receivables for sale -trading
-------------- Rupees in '000 --------------
Financial Assets
Bank balances 577,518 - - 577,518
Investments - 887,003 4,555,728 5,442,731
Dividend and profit receivable 15,470 - - 15,470
Receivable against sale of Investment 43,063 - - 43,063
Receivable against conversion of units - - - -
Deposits 2,600 - - 2,600
638,651 887,003 4,555,728 6,081,382
------------------ As at June 30, 2018 ------------------
Loans and Available . Other | Total
receivables for sale inancia
liabilities
-------------- Rupees in '000 --------------
Financial Liabilities
Payable to the Management Company - - 23,982 23,982
Payable to Trustee - - 658 658
Accrued expenses and other liabilities - - 3,177 3,177
Payable against redemption of units - - - -
Payable against purchase of investment - - 17,010 17,010
Unit holders' fund - - 5,958,370 5,958,370
Dividend payable - - - -
- - 6,003,197 6,003,197
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Loans and Available Held-for

receivables for sale -trading Total
-------------- Rupees in '000 --------------
Financial Assets
Bank balances 650,713 - - 650,713
Investments - 5,800,585 - 5,800,585
Dividend and profit receivable 33,494 - - 33,494
Receivable against sale of Investment 2,159 - - 2,159
Receivable against conversion of units 211,869 - - 211,869
Deposits 2,600 - - 2,600
900,835 5,800,585 - 6,701,420
------------------ As at June 30, 2017 ------------------
Loans and Available i Othgr
. nancial Total
receivables for sale liabilit;
iabilities
-------------- Rupees in '000 --------------
Financial Liabilities
Payable to the Management Company - - 21,503 21,503
Payable to Trustee - - 1,418 1,418
Accrued expenses and other liabilities - - 996 996
Dividend payable - - 5,331 5,331
Payable against redemption of units - - 181,864 181,864
Payable against purchase of investment - - 52,836 52,836
Unit holders' fund - - 6,354,672 6,354,672

- - 6,618,620 6,618,620

19. TRANSACTIONS WITH CONNECTED PERSONS / RELATED PARTIES
Connected persons include HBL Asset Management Limited being the Management Company, Habib Bank Limited
being the Sponsor, Central Depository Company of Pakistan Limited, being the Trustee of the Fund, other collective
investment schemes managed by the Management Company, directors and officers of the Management Company,
directors of connected persons.

Transactions with connected persons are in the normal course of business, at contracted rates and terms
determined in accordance with market rates.

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

Details of the transactions with connected persons and balances with them, if not disclosed elsewhere in these
financial statements are as follows:

19.1 Transactions during the year

HBL Asset Management Limited - Management Company

Management Fee including sales tax thereon 131,917 128,436
Selling and marketing expenses 23,349 8,661
Allocation of expenses related to registrar services,

accounting, operation and valuation services 5,837 5,722
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19.2

Habib Bank Limited - Sponsor

Dividend on units

Bank charges paid

Mark-up earned during the year
Dividend income earned
Dividend income received

Directors and Executives of the Management Company
and their relatives

Issue of 65,710 units (2017: 14,436 units)
Redemption of 21,599 units (2017: 2,547 units)
Dividend paid

HBL Employees Provident Fund - Associated entity
Issue of Nil Units (2017: 388,125 units)

MCBFSL Trustee HBL Financial Planning Fund
Active Allocation Plan - Associate

Issue of 2,387,508 units (2017: Nil units)
Redemption of 582,385 units (2017: Nil units)

MCBFSL Trustee HBL Financial Planning Fund
Conservative Allocation Plan - Associate

Issue of 370,166 units (2017: Nil units)
Redemption of 76,351 units (2017: Nil units)

MCBFSL Trustee HBL Financial Planning Fund Strategic
Allocation Plan - Associate

Issue of 1,326,349 units (2017: Nil units)
Redemption of 363,022 units (2017: Nil units)

Central Depository Company of Pakistan Limited - Trustee

Remuneration
Service charges

Balances outstanding as at year end
HBL Asset Management Limited - Management Company

Management fee

Sindh Sales Tax

Sales load payable

Selling and marketing

Allocation of expenses related to registrar services,
accounting, operation and valuation services

Habib Bank Limited - Sponsor

Investment held in the Fund: 37,754,700 units (2017: 37,754,700 units) 4,042,095

Bank balances
Mark-up receivable

- 249,887
30 7
3,582 2,836
3,530 19,799
3,530 19,799
6,863 1,955
2,304 2,547
- 1,426
- 47,161
257,133 -
64,000 B
37,700 -
8,210 B
141,300 -
40,000 .
7,726 7,558
- 419
10,009 10,522
1,301 1,368
77 426
12,094 8,661
501 526
4,585,301
14,079 57,148
- 107 219
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Directors and Executives of the Management Company
and their relatives

Investment held in the Fund: 84,184 units (2017: 40,541 units) 9,013 4,865

HBL Employees Provident Fund - Associated Entity

Investment held in the Fund: 7,125,389 units (2017: 7,125,389 units) 762,859 865,377

MCBFSL Trustee HBL Financial Planning Fund Active
Allocation Plan - Associate

Investment held in the Fund : 1,850,743 units (2017: Nil units) 198,144 -

MCBFSL Trustee HBL Financial Planning Fund Conservative
Allocation Plan - Associate

Investment held in the Fund : 248,195 units (2017: Nil units) 26,572 -

MCBFSL Trustee HBL Financial Planning Fund Strategic
Allocation Plan - Associate

Investment held in the Fund : 963,327 units (2017: Nil units) 103,136 -

Central Depository Company of Pakistan Limited - Trustee

Remuneration payable 582 1,255

Sindh Sales tax 76 163

Security deposit 100 100
20. FINANCIAL RISK MANAGEMENT

The Fund primarily invests in a portfolio of equity and money market investments such as shares of listed
companies, government securities and in other money market instruments. These activities are exposed to a
variety of financial risks: market risk, credit risk and liquidity risk.

20.1 Market risk

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

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

Market risk comprises of three types of risk; currency risk, interest rate risk and other price risk.

20.1.1 Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in foreign exchange rates. The Fund, at present is not exposed to currency risk as its operations are
geographically restricted to Pakistan and all transactions are carried out in Pak Rupees.

20.1.2 Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market interest rates.
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a) Cash flow interest rate risk

Presently, the Fund holds balances in savings bank accounts as at June 30, 2018, that could expose the Fund to
cash flow interest rate risk. The net income for the year would have increased / (decreased) by Rs. 5.8 million
(2017: Rs.6.5 million) had the interest rates on savings accounts with the banks increased / (decreased) by 100
basis points.

b) Fair value interest rate risk
The Fund does not account for any fixed rate financial assets and liabilities at fair value through profit and loss
- held for trading and available for sale. Therefore, a change in interest rates at the reporting date would not

affect net income for the year.

Yield / Interest 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.

2018
Exposed to Yield / Interest rate risk
Total Upto three More than More than Not exposed
months three months one year to Yield /
and upto one Interest rate
year risk

-------------- Rupees in '000 --------------
On-balance sheet financial instruments

Financial assets

Bank balances 577,518 577,518 - - -
Investments 5,442,731 - - - 5,442,731
Dividend receivable and accrued mark-up 15,470 - - - 15,470
Receivable against sale of investment 43,063 - - - 43,063
Advances and deposits 3,029 - - - 3,029
Receivable against conversion of units - - - - -
6,081,811 577,518 - - 5,504,293
Financial liabilities
Payable to the Management Company 23,982 - - - 23,982
Payable to the Trustee 658 - - - 658
Accrued expenses and other liabilities 3,177 - - - 3,177
Dividend payable - - - - -
Payable against redemption of units - - - - -
Payable against purchase of investment 17,010 - - - 17,010
Unit holders' fund 5,958,370 - - - 5,958,370
6,003,197 - - - 6,003,197
On-balance sheet gap 78,614 577,518 - - (498,904)

Off-balance sheet financial instruments - - - - -
Off-balance sheet gap - - - B B
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2017
Exposed to Yield / Interest rate risk
Total Upto three More than More than Not exposed
months three months one year to Yield /
and upto one Interest rate
year risk

-------------- Rupees in '000 --------------
On-balance sheet financial instruments

Financial assets

Bank balances 650,713 650,713 - - -
Investments 5,800,585 - - - 5,800,585
Dividend receivable and accrued mark-up 33,494 - - - 33,494
Advances and deposits 2,600 - - - 2,600
Receivable against sale of investment 2,159 - - - 2,159
Receivable against conversion of units 211,869 - - - 211,869
6,701,420 650,713 - - 6,050,707
Financial liabilities
Payable to the Management Company 21,503 - - - 21,503
Payable to the Trustee 1,418 - - - 1,418
Accrued expenses and other liabilities 996 - - - 996
Dividend payable 5,331 - - - 5,331
Payable against redemption of units 181,864 - - - 181,864
Payable against purchase of investment 52,836 - - - 52,836
Unit holders' fund 6,354,672 - - - 6,354,672
6,618,620 - - - 6,618,620
On-balance sheet gap 82,800 650,713 - - (567,913)

Off-balance sheet financial instruments
Off-balance sheet gap - - . . .

20.1.3 Price risk

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 interest rate risk or currency risk), whether those changes
are caused by factors specific to the individual financial instruments or its issuer, or factors affecting all similar
financial instruments traded in the market.

The Fund’s equity securities are primarily exposed to equity price risk because of investments held and classified by
the Fund on the statement of assets and liabilities as ‘available for sale’and 'held for trading'. To manage its price
risk arising from investments in equity securities, the Fund diversifies its portfolio within the eligible stocks
prescribed in the Fund's constitutive documents. The Fund's constitutive documents / NBFC Regulations also limit
investment in individual equity securities to not more than 15% of its net assets, or 15% of the issued capital of the
investee company and the sector exposure limit to 35% of net assets.

In case of 5% increase / decrease in the fair value of the Fund's equity securities on June 30, 2018, net assets of the
Fund would increase / decrease by Rs. 272.137 million (2017: Rs. 290.029 million) as a result of gains / losses on
equity securities in "available for sale" and 'held for trading' category.

20.2 Credit risk

Credit risk represents the risk of a loss if the counterparties fail to perform as contracted. The Fund's credit risk
mainly arises from deposits with banks and financial institutions and credit exposure arising as a result of dividend
receivable on equity securities.

The Fund's credit risk is primarily attributable to balances with banks, deposits with and other receivables from
National Clearing Company of Pakistan Limited and Central Depository Company of Pakistan Limited, respectively.
The Fund also carries credit risk in respect of dividend receivable (if any) on equity securities. The credit risk of the
Fund with respect to bank accounts is limited as the balances are maintained with counter parties that are financial
institutions with reasonably high credit ratings. Further, credit risk in respect of deposits and other receivables is
also minimal as the counter parties are well reputed and financially sound. Credit risk on dividend receivable is also
minimal due to the statutory protection.
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The Fund's policy is to enter into financial contracts in accordance with the investment guidelines approved by the
Investment Committee, its Trust Deed and the requirements of the NBFC rules and the regulations and the
guidelines given by the SECP from time to time.

The maximum exposure to credit risk before any credit enhancement as at June 30, 2018 is the carrying amount of
the financial assets as follows:

Bank balances by rating category

AA- (PACRA) 410,234 650,713
AA+ (PACRA) 151,769 -
AAA (JCR-VIS) 14,079 -
AAA (PACRA) 1,436

577,518 650,713
Dividend and profit receivable 15,470 33,494
Deposits 2,600 2,600

Concentration of credit risk

Concentration of credit risk exists when changes in economic or industry factors similarly affect groups of
counterparties whose aggregate credit exposure is significant in relation to the Fund's total credit exposure. The
Fund's portfolio of financial instruments is mainly concentrated in equity securities which are primarily subject to
price risk. The Fund's portfolio of other financial assets is broadly diversified and transactions are entered into with
diverse credit worthy counterparties thereby mitigating any significant concentration of credit risk.

20.3 Liquidity risk

Liquidity risk is the risk that the Fund will encounter difficulty in meeting obligations arising from its financial
liabilities that are settled by delivering cash or another financial asset or such obligations will have to be settled in
a manner disadvantageous to the Fund.

The Fund is exposed to daily settlement of equity securities and daily cash redemptions, if any, 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, without incurring
unacceptable losses or risking damage to the Fund's reputation. Its 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.

The Fund has the ability to borrow in the short term to ensure settlement. The maximum amount available to the
Fund from the borrowing would be limited to fifteen percent of the total net asset value of the Fund at the time of
borrowing and shall be repayable within 90 days. The facility would bear interest at commercial rates and would be
secured against the assets of the Fund. However, during the current year no borrowings were made by the Fund.

In order to manage the Fund's overall liquidity, the Fund also has the ability to 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. However, no such instances were
witnessed by the Fund during the current year.

The table below analyses the Fund's financial liabilities into relevant maturity groupings based on the remaining

period at the reporting date to the contractual maturity date. The amounts in the table are the contractual
undiscounted cash flows.
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------------------ As at June 30, 2018 ---------=-==-=---

Number of  Upto three Over three Over one
unit holders months months and year
upto one year

-------------- Rupees in '000 --------------

Liabilities

Payable to the Management Company 23,982 - - 23,982
Payable to the Trustee 658 - - 658
Accrued expenses and other liabilities 3,177 - - 3,177

Payable against purchase of investment 17,010 - - 17,010
Dividend payable - -
Payable against redemption of units - -
Unit Holder's Fund 5,958,370 - - 5,958,370
6,003,197 - - 6,003,197

------------------ As at June 30, 2017 ------------------
Number of Upto three Over three Over one
unit holders months  months and year
upto one year

-------------- Rupees in '000 --------------

Liabilities
Payable to the Management Company 21,503 - - 21,503
Payable to the Trustee 1,418 - - 1,418
Accrued expenses and other liabilities 996 - - 996
Dividend payable 5,331 - - 5,331
Payable against redemption of units 181,864 - - 181,864
Payable against purchase of investment 52,836 - - 52,836
Unit Holder's Fund 6,354,672 - - 6,354,672
6,618,620 - - 6,618,620
21, FAIR VALUE AND CATAGORIES 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. 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.

The fair value of financial assets and liabilities traded in active markets are based on the quoted market prices at
the close oftrading on the period end date. The quoted market price 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.

The Fund classifies 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:

- Fair value measurements using quoted prices (unadjusted) in active markets for identical assets or liabilities
(level 1);

- Fair value measurements using 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) (level 2); and

- Fair value measurements using Inputs for assets or liability that are not based on observable market data (i.e.
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.
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June 30, 2018
Carrying amount Fair Value
Other
financial
Available Held-for- Loansand assets/
for-sale  trading receivables liabilities  Total Level 1 Level 2 Level 3 Total
On-balance sheet financial instruments (Rupees in '000)
Financial assets measured at fair value
Investments - Listed equity securities 887,003 4,555,728 - - 5,442,731 5,442,731 - - 5,442,731
887,003 4,555,728 - - 5,442,731 5,442,731 - - 5,442,731

Financial assets not measured at fair value 211
Bank balances - - 577,518 - 577,518
Dividend receivable and accrued mark-up - - 15,470 - 15,470
Receivable against sale of investment - - 43,063 - 43,063
Receivable against conversion of units - - - - -
Deposits - - 2,600 - 2,600

- - 638,651 - 638,651
Financial liabilities not measured at fair value 211
Payable to Management Company - - - 23,982 23,982
Payable to Trustee - - - 658 658
Accrued expenses and other liabilities - - - 3,177 3,177
Payable against redemption of units - - - - -
Payable against purchase of investment - - - 17,010 17,010
Dividend payable - - - - -
Unit Holder's Fund - - - 5,958,370 5,958,370

- - - 6,003,197 6,003,197

June 30, 2017

Carrying amount Fair Value
Other
financial
Available  Held-for- Loansand assets/
for-sale  trading receivables liabilities Total Level 1 Level 2 Level 3 Total

(Rupees in '000)

On-balance sheet financial instruments

Financial assets measured at fair value

Investments - Listed equity securities 5,800,585 - - - 5,800,585 5,800,585 - - 5,800,585
5,800,585 - - - 5,800,585 5,800,585 - - 5,800,585
Financial assets not measured at fair value 211
Bank balances - - 650,713 - 650,713
Dividend receivable and accrued mark-up - - 33,494 - 33,494
Receivable against sale of investment - - 2,159 - 2,159
Receivable against conversion of units - - 211,869 - 211,869
Deposits - - 2,600 - 2,600
- - 900,835 - 900,835
Financial liabilities not measured at fair value 211
Payable to Management Company - - - 21,503 21,503
Payable to Trustee - - - 1,418 1,418
Payable against redemption of units - - - 181,864 181,864
Payable against purchase of investment - - - 52,836 52,836
Accrued expenses and other liabilities - - - 996 996
Dividend payable - - - 5,331 5,331
Unit Holder's Fund - - - 6,354,672 6,354,672
- - - 6,618,620 6,618,620
21.1 The Fund has not disclosed the fair values for these financial assets and financial liabilities, as these are either short

term in nature or reprice periodically. Therefore, their carrying amounts are reasonable approximation of fair value.
21.2 Transfers during the year

There were no transfers between various levels of fair value hierarchy during the year.
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22. UNIT HOLDERS' FUND RISK MANAGEMENT

The unit holders' fund is represented by the net assets attributable to unit holders / redeemable units. The amount
of net assets attributable to unit holders can change significantly on a daily basis as the Fund is subject to daily
issuance and redemptions at the discretion of unit holders. These unit holders of the Fund are entitled to
distributions 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.

- Monitor the level of daily issuance and redemptions relative to the liquid assets and adjust the amount of
distributions the Fund pays to the unit holders;

- Redeem and issue units in accordance with the constitutive documents of the Fund. This includes the Fund's
ability to restrict redemptions; and

- The Fund Manager / Investment Committee members and the Chief Executive Officer of the Management
Company critically track the movement of ‘Assets under Management’. The Board of Directors is updated
regarding key performance indicators, e.g., yield and movement of NAV and total Fund size at the end of each
quarter.

The Fund has maintained and complied with the requirements of minimum fund size during the current year.
23. LIST OF TOP TEN BROKERS / DEALERS BY PERCENTAGE OF COMMISSION PAID / PAYABLE
Top ten brokers during the year ended June 30, 2018

1 Intermarket Securities Ltd.

2 AL Falah Securities (Pvt) Ltd.

3 EFG Hermes Pakistan Limited

4 Optimus Capital Management (Pvt.) Ltd.
5 Next Capital Limited

6 JS Global Capital Ltd

7 DJM Securities (Pvt) Ltd

8 BMA Capital Management Limited

9 Insight Securities (Pvt) Ltd

10 Shajar Capital Pakistan (Pvt) Ltd

Top ten brokers during the year ended June 30, 2017

1 Arif Habib Limited

2 BMA Capital Management Limited

3 Elixir Securities Pakistan (Private) Limited

4 Global Securities Pakistan Limited

5 Habib Metropolitan Financial Services

6 KASB Securities Limited

7 Optimus Capital Management (Private) Limited
8 Pearl Securities Limited

9 Shehzad Chamdia Securities (Private) Limited
10 Topline Securities (Private) Limited

24. PARTICULARS OF THE INVESTMENT COMMITTEE AND THE FUND MANAGER

Details of members of the Investment Committee of the Fund as on June 30, 2018 are as follows:

S.no. Name Designation Qualification Experience in years
1 Farid Ahmed Khan Chief Executive Officer MBA , CFA 25+ years
2 Muhammad Imran Chief Investment Officer MBA - Finance 18+ years
3 Jawad Naeem Specialist - Equity MBA, CFA Level 1 10+ years
4 Adeel Abdul Wahab Specialist - Equity ACCA 10+ years
5 Noman Ameer Manager Risk MBA - Finance 11+ years
6 Sateesh Balani Head of Research MBA, CFA 7+ years
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25. PATTERN OF UNIT HOLDING
2018
Number of Number
. . Investment Percentage
unit of units amount investment
holders held
-------------- Rupees in '000 --------------
Individuals 281 2,405,837 257,574 4.32%
Associated companies 5 47,942,354 5,132,806 86.14%
Directors 1 67,338 7,209 0.12%
Insurance companies 8 1,644,850 176,101 2.96%
Banks 1 1,604,623 171,794 2.88%
Retirement Funds 3 583,051 62,423 1.05%
Trust 1 962,735 103,072 1.73%
Others corporate 2 442,650 47,391 0.80%
302 55,653,438 5,958,370 100.0%
2017
Number of Number
. . Investment Percentage
unit of units amount investment
holders held
-------------- Rupees in '000 --------------
Individuals 241 2,633,370 319,826 5.03%
Associated companies P 44,880,089 5,450,741 85.77%
Directors 2 19,486 2,367 0.04%
Insurance companies 2 690,873 83,907 1.32%
Banks 2 3,920,668 476,170 7.49%
Retirement Funds 1 16,967 2,061 0.03%
Others 3 162,008 19,601 0.31%
253 52,323,461 6,354,672 100.00%
26. ATTENDANCE AT MEETINGS OF THE BOARD OF DIRECTORS OF THE MANAGEMENT COMPANY

Five meetings of the Board of Directors were held on August 25, 2017, October 27, 2017, November 23, 2017,
February 26, 2018 and April 23, 2018 respectively. Information in respect of the attendance by the Directors in the
meetings is given below:

Number of meetings
Attended Leave granted

Name of Director Held

v
2
°

Meetings not attended

Mr. Agha Sher Shah !
Mr. Farid Ahmed Khan
Ms. Ava A. Cowasjee
Mr. Rayomond H. Kotwal
Mr. Rizwan Haider
Mr. Shabbir Hussain Hashmi 2
Mr. Shahid Ghaffar 3
Mr. Nadeem Abdullah 4
Mr.Towfiq Habib Chinoy °
0 Mr.Salahuddin Manzoor ©

November 23, 2017 & April 23, 2018

October 27,2017

February 26,2018

P OONOOTUEWNE

WwhNRPUTUOULON

WwhrRrFRLrPPUWOULN
IHIHINI

Appointed on November 23, 2017.
Appointed on February 26, 2018.
Appointed on December 04, 2017.
Resigned on February 26, 2018.
Resigned on November 23, 2017.
Resigned on November 30, 2017.

OV WNE
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27.

28.

29.

30.

31.

DISCLOSURE UNDER CIRCULAR 16 OF 2010 ISSUED BY THE SECURITIES AND EXCHANGE COMMISSION OF
PAKISTAN - CATEGORISATION OF OPEN END SCHEME

The Securities and Exchange Commission of Pakistan vide circular 7 of 2009 dated March 6, 2009 required all Asset
Management Companies to classify funds under their management on the basis of categorization criteria laid down
in the circular. HBL Asset Management Limited (Management Company) classified HBL Stock Fund (the Fund) as
'Equity Scheme' in accordance with the said circular. As at June 30, 2018, the Fund is compliant with all the
requirements of the said circular except for clause 9 (v) which requires that the rating of any security in the portfolio
shall not be lower than the investment grade.

Value of Provision Value of
Name of Non- Type of Investment Investment % of Gross
. held
Complaint Investment Investment before after Assets
- (if any) .
Provision Provision
Dewan Cement Limited TFC 25,000 25,000 - -

TOTAL EXPENSE RATIO

In accordance with the directive 23 of 2016 dated July 20, 2016 issued by the Securities and Exchange Commission
of Pakistan, the total expense ratio of the Fund for the year ended June 30, 2018 is 3.25% (YTD) which includes
0.37% representing Sindh Worker's Welfare Fund, government levy and SECP fee.

DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorised for issue on August 31, 2018 by the Board of Directors of the
Management Company.

CORRESPONDING FIGURES

Corresponding figures have been rearranged or reclassified, where necessary, for the purpose of better
presentation. No significant rearrangement or reclassification was made in these financial statements during the
current year.

GENERAL

Figures have been rounded off to the nearest thousand Rupees.

For HBL Asset Management Limited
(Management Company)

Chief Financial Officer Chief Executive Officer Director
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NAME OF FUND IHBL Cash Fund
NAME OF AUDITORS Deloitte Yousuf Adil, Chartered Accountants.
NAME OF BANKERS Habib Bank Limited

Bank Al-Habib Limited

Habib Metropolitan Bank Limited
Bank Al Falah Limited

Faysal Bank Limited

Allied Bank Limited

MCB Bank Limited

United Bank Limited

Samba Bank Limited

Zarai Taragiati Bank Limited

JS Bank Limited
Sindh Bank Limited

FUND RATING ‘AA(f)’ (JCR-VIS)
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FUND MANAGER’S REPORT —
HBL CASH FUND

As at June 30, 2018

Type and Category of Fund

Open end Money Market Fund

Investment Objective and Accomplishment of Objective

The investment objective of the Fund is to provide competitive returns to its investors through active investments in low risk
portfolio of short duration, while maintaining high liquidity. The Fund will aim to maximize returns through efficient utilization
of investment and liquidity management tools. The investment objective is achieved.

Benchmark and Performance Comparison with Benchmark

The Fund’s benchmark is 70% (3Month PKRV) + 30% (3Month Avg. Deposit Rate of 3 AA rated Banks) as per MUFAP
The comparison of the fund return with benchmark is given below:

Month Rel':c:;r;of Benchmark 5.50%
Jun-18 5.83% 5.91% —
May-18 5.13% 5.63%
Apr-18 5.62% 5.54% | .
Mar-18 5.49% 5.48%
Feb-18 5.26% 5.38% f—
Jan-18 5.16% 5.22%
Dec-17 5.30% 5.22%
Nov-17 520%|  s19%| o
Oct-17 5.40% 5.16%
Sep-17 5-54% 2.54% o Jul- Aug- Sep- Oct- Now- Dec- lan- Fela- Mar- Apr- May- Jun-
Aug-17 5.09% 5.17% 17 17 17 17 17 17 18 18 18 18 18 18
Jul-17 5.27% 5.19% o Pl UMM OF FUND s Benichmiark

Strategies and Policies employed during the Year

In line with the investment policy of the Fund, the Fund continued to hold major investments in the form of short maturity
T-Bills and placements with Commercial Banks and DFlIs in Daily Product Accounts, TDRs and LOPs. However on quarter and
year end, better opportunities were offered in Placements which were utilized to optimize Fund returns.

Asset Allocation

" Assiet Allnoglion June 2018 Asvet Afiocstion June 1087
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Significant Changes in Asset Allocation during the Year

No major changes were made in asset allocation during the year due to nature of the fund. The investment in Government
Securities was trimmed and the exposure was diverted towards Bank Deposits and Placements in June 2018. At the end of the
year, 81% assets were deployed in Cash at bank and 19% were deployed as placement with banks as they were offering better
returns.

Fund Performance

The total income and net income of the Fund was Rs.668.63 million and Rs.566.77 million respectively during the year ended
June 30, 2018. The ex-dividend Net Asset Value (NAV) per unit of the Fund was Rs.100.4888 per unit as on June 30, 2017. The
NAV of the Fund was Rs.106.0021 per unit as on June 30, 2018, thereby giving an annualized return of 5.49%. During the same
year the benchmark (70% 3M PKRV & 30% 3M deposit rates) return was 5.35%.The size of Fund was Rs.12.04 billion as on June
30, 2018.

Market Review

Interest rate cycle reversed in FY18 as central bank focus diverted towards containing rising twin deficits and in anticipation of
increase in inflation due to lack of fiscal discipline in election times. During the year, secondary market yields of 3, 5 and
10-year PIBs increased by 180, 171 and 86 bps respectively while yields of 3, 6 and 12 month T-Bills increased by 79, 90 and
116 bps respectively. Government of Pakistan raised only PKR 96bn through the PIB auction against a target of PKR 900bn as
eight PIB auctions were scrapped in the year due to lack of interest. The last cut-off yields stood at 7.5000%, 8.4795% and
8.6999% p.a. for 3, 5 and 10-year PIBs respectively. Overall trading in longer tenures remained lackluster due to market
participants’ consensus of increase in interest rates.

During FY18, Government retired PKR 77bn from scheduled banks against borrowing of PKR 179bn during same period last
year due to multiple scrapped PIB Auctions. Meanwhile, Government borrowing from SBP increased by PKR 1,439bn during
the period against PKR 908bn during same period last year. Government largely managed its borrowing requirements through
domestic sources, and raised PKR 16,894bn via T-bills (excluding NCB) compared to the cumulative target of PKR 16,925bn and
maturities of PKR 15,971bn. In the last T-Bill Auction held in Jun-18 no amount was accepted in the 6 and 12 month T-Bills. The
cutoff yield was 6.7596% for the 3 month T-Bills. SBP increased the policy rate by 25bps in January and a further 50bps in May
to 6.50% to control aggregate demand and the current account deficit. Since then the SBP has further increased policy rate by
100bps in Jul-18 MPS. Going forward, we foresee another interest rate hike of 50bps in the calendar year on the back of
increasing inflation expectation and sustainability of current account risks.

Distribution

Subsequent to the year end, the Fund has distributed cash dividend upto Rs. 5.25 per unit for the year ended June 30, 2018,
which reduced the cum-NAV of the Fund as of June 30, 2018 by amount of distribution to Rs. 100.7521 per unit.

Significant Changes in the State of Affairs
There were no significant changes in state of affairs of the Fund.

Breakdown of Unit Holding by Size

From —To Number of Unit Holders Total Number of Units Held
(Number of units)

1-100 141 10,332
101-500 101 27,545
501 -1,000 40 32,544
1,001 — 10,000 301 1,531,561
10,001 — 100,000 179 5,484,411
100,001 — 500,000 37 8,667,032
500,001 - 1,000,000 11 8,294,513
1,000,001 - 5,000,000 14 26,003,222
5,000001 and more 7 63,528,969
Total 831 113,580,129
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Unit Splits

There were no unit splits during the year.

Circumstances materially affecting the Interest of Unit Holders
Investments are subject to market risk.

Soft Commission

The Management Company from time to time receives research reports and presentations from brokerage house.v
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PERFORMANCE TABLE -

HBL CASH FUND
As at June 30, 2018

2018 2017 2016 2015 2014 2013
Net assets at the period end (Rs'000) 12,039,734 5,954,130 2,103,956 3,249,017 4,287,916 2,381,011
NET ASSETS VALUE PER UNIT AT 30 JUNE - RUPEES
Redemption 106.0021 100.4888 100.5696 100.3250 100.1304 100.4067
Offer - Class C 105.9823 100.4801 100.5696 100.3250 100.1304 100.4067
Offer - Class D 107.1799 101.6155 101.5753 101.3283 101.1317 101.4108
OFFER / REDEMPTION DURING THE PERIOD - RUPEES
Highest offer price per unit - Class C 106.0021 106.0546 106.1453 108.7769 101.3126 101.1499
Lowest offer price per unit - Class C 100.5287 100.3862 100.3425 100.1000 100.0249 100.1444
Highest offer price per unit - Class D 107.1999 107.2530 107.2068 109.8647 102.3257 102.1614
Lowest offer price per unit - Class D 101.6647 101.5206 101.3459 101.1010 101.0251 101.1458
Highest redemption price per unit 106.0021 106.0546 106.1453 108.7769 101.3126 101.1499
Lowest redemption price per unit 100.5287 100.3862 100.3425 100.1000 100.0249 100.1444
RETURN (%)
Total return 5.49% 7.18% 6.06% 10.51% 8.36% 9.07%
Income distribution 5.25% 7.15% 5.87% 10.31% 8.37% 8.45%
Capital growth 0.24% 0.03% 0.19% 0.20% -0.01% 0.62%
DISTRIBUTION
Date of Income Distribution - - - - 24-Jul-13 24-Jul-12
Income Distribution (Rs. Per unit) - - 0.47 0.65
Date of Income Distribution - - - - 25-Aug-13 24-Aug-12
Income Distribution (Rs. Per unit) 0.55 0.90
Date of Income Distribution - - - - 24-Sep-13 24-Sep-12
Income Distribution (Rs. Per unit) 0.60 0.75
Date of Income Distribution - - - - 24-Oct-13 24-Oct-12
Income Distribution (Rs. Per unit) 0.60 0.75
Date of Income Distribution - - - - 22-Nov-13 21-Nov-12
Income Distribution (Re. Per unit) 0.65 0.70
Date of Income Distribution - - - - 24-Dec-13 24-Dec-12
Income Distribution (Rs. Per unit) 0.70 0.75
Date of Income Distribution - - - - 24-Jan-14 24-Jan-13
Income Distribution (Re. Per unit) 0.75 0.75
Date of Income Distribution - - - - 24-Feb-14 22-Feb-13
Income Distribution (Re. Per unit) 0.75 0.60
Date of Income Distribution - - - - 24-Mar-14 22-Mar-13
Income Distribution (Re. Per unit) 0.75 0.60
Date of Income Distribution - - - - 24-Apr-14 24-Apr-13
Income Distribution (Re. Per unit) 0.75 0.60
Date of Income Distribution - - - - 23-May-14 24-May-13
Income Distribution (Re. Per unit) 0.75 0.70
Date of Income Distribution - - 24-Jun-16 15-Jun-15 25-Jun-14 26-Jun-13
Income Distribution (Rs. Per unit) 5.85 10.31 1.05 0.70
Date of Income Distribution 04-Jul-18 20-Jun-17 26-Aug-16 - -
Income Distribution (Re. Per unit) 5.25 7.15 0.02
Total dividend distribution for the year/ period (Rs) 5.25 7.15 5.87 1031 8.37 8.45
AVERAGE RETURNS (%)
Average annual return 1 year 5.49% 7.18% 6.06% 10.51% 8.36% 9.07%
Average annual return 2 year 6.32% 6.62% 8.27% 9.44% 8.72% 10.25%
Average annual return 3 year 6.24% 7.90% 8.30% 9.32% 9.62% 10.61%
PORTFOLIO COMPOSITION - (%)
Percentage of Net Assets as at 30 June:
Bank Balances 81.03% 90.86% 75% 13% 4% 4%
T-Bills 0.00% 0.00% 5% 55% 51% 67%
Placement with Banks and DFIs 18.61% 7.50% 20% 31% 45% 25%
Commercial Paper 0.00% 1.35% 0% 0% 0% 0%
Corporate Sukuks / TFCs 0.00% 0.00% 0% 0% 0% 5%
MTS / Spread Transactions 0.00% 0.00% 0% 0% 0% 0%
Others Including receivables 0.36% 0.29% 0% 1% 0% -
Weighted average portfolio during (No. of days) 6.00 16.00 24 83 85 85

Note:
The Launch date of the Fund is December 14, 2010

Past performance is not necessarily indicative of future performance and unit prices and investment returns may go down, as well as up.
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INDEPENDENT AUDITORS' REPORT TO THE UMIT HOLDERS OF
HEL CASH FUND

Aapart on tha Aadit of the Fnencial Stetamants
Orpinian

W hove audited tha fingnclal siatemmenis of HEBL Cash Fund (the Fund), wheen comiprise the siatemant of
aEputs #nd fobliies as gt June 30, 2006, and the related incomae statemaent, staternent of comprehansive
lcamme, statement of mavement i Unlt holders” fund and cash Aow dbetement for the vear fen andad,
and netss b the Tinancisl ststemants, including & summary of sighificant accounting policies,

In oier gpirdon, the accompanying firancial statemends give 8 true and fair viaw of the finandsl positon of
tha Fund a4 at dJune 30, Z018, and of ity financial performance, cosh Moews and rensactlons for the yoar
then ended i1 ateoriance with aceounting and reporting standards a4 appiicatile in Paklstan

Bazis for Opinion

We conducted our awdit n pocordencs with Tniernational Standerds on Audiling (I5Aa} as eoplicable in
Pakiszan, Our responglbiiitfes under thpss standards sta further described in the Sudifor's Axspaneibillies
for te Audir of thie Fimancisl Statwments section of our report. We e independent of the Fund Bnd
Managmmant Company i ssoardancs with the Intomatiznal Bthics Stendards Soamd for Accounkans’ Code
of Etfuies for Professiansl Accountants [[ESBA Cods) &5 adopted by the Institute of Chartersd Accountants
of Palitafan togetivar with e athleal regueraments that sre relpant @@ our Budit of the Tnancsl sistements
In Pakistan, snd we ave fuififod our other ethicel responsibllities in accordance with thess regursments
andl the IE58A Tade. Wa baliewn that the audd svidence we have sbtained & sufficlent and opprogriste to
pravide & Besis for aur opnkan,

Koy Audit Matter

Kay pudiy matiess are those matcars the, in our professipnsl judgment, ware of mpst significance i our
audit of the Minsncial ststements of the urrent period, The faiswing matter wes addrassed In the context
of gur sl of the fnmncial siatermmnts an 8 whaola, snd i forming cur opimon thehson, and we oo vt
provicn & GRpEratn opinion on thig matter.

& Ma. Koy mutdit ” Hos the rabier was addresss=d in
1 Change In accounting policy as o result of In peder to nddresa the matber we
amendments in Non-Banking Financa have:
Companies and Notified Entitles Regulation, .
2008 & Meld discussiony with inanagemant

regarding the amandments made In
A diseiosed jnomote 4.7, to the finendal srmmments, the NBFC Regulatimne, the-reulling

on Apguat 03, 2017, SECP issuad SRO no. changes required In tha fnanchl
2612017 whareby corfaln smendments warg siatemerds and haw the systems
werg Fpdated to cater for the
AMENETERLE;
M o
Elulntits Tadrss abriid Smi Lt
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el Acn LTRSS
i Ky wuait mate How the mattsr was addressed in
itburi of Elsmsnt of Inenma, ard reguires cortain | Obsined secount hadder wisa
additienal dinciedures in Incarme Statemant and mevament of all urit haldes of the
statmment of movemernit in it holders” fund Fund end for 8 semple of ur
tngether with removal of requidrement @ prosant holders, verified the mosement In
distribython s@tamant separmtely. termi of unlts-and valus {inchuding
’ nik gEsal value par unith by
Tha abevementioned ameadmefis reguins checking suppacting docurments o
signiflcant changes in tho caiculation, scounting, snsure that elerrmeit of [noorme and
presantation and desdosum of the *Bemant of mcome atready pald on unita
incoepee’ bn the financial sistements, whech have medssmed (s Scoerain. Alsy
bes spplied Bt @ change I sccounting palley prepared guantiiatve reconelliatian
Ively In accordance with the clarfcation af unlts reparksd; gnd
by the Securities and Exchange Comminsion )
af Rakisizn, Consléarng e af this « Checked adequacy of preseniation
abowe Factors, we have tre ihese changes an ond diselosure eequiremants
Moy Audiy Matier, induding slemant of ipcame in in
the Nimarcial stat=ments &s per the
reguirdmants of Schedule Y of the
WEFC Ragulatipns.

Inforrstion Othar then the Finanslal Statemants and Auditor's Report Theraon

nt Compatiy b8 responsible for the ather information. The athsr infarmatien momprises e
information included in the anneal repart, but does nat indude the: financial statemants and our eddo's
regort Haraon.

Our epinloi o9 the Mnenclsl statemantd does not caver the Other Infoematan snd we 2o nok espress any
form af answsance concluslon theredan.

In connection with our addit of the fnanclal statements, aer meponsibdity s to read the other infarmatian
and, in daing so, consifer whather the othar infprmation |8 rmateraly incopeigtont with the financial
stoternents ar cur knowledge chtsined in the audit or atherwlse appesr to be matsrslly misstated. IT,
bamnd an the work we hove pedfarmmed, we cenclude that there 1g a material mizstabernant of this cthar
infmrmation, wi are reguired io report that o, We have nothing tomeport n this regard.

Aespanslbilitias of Maragament Company and Thoss Charged with Govermance for the Financlal
Staterments

Hanagurnant Company |5 responsibie for the proparation and feir presoptation of the Anancial staksments
in sccordance with occounting and reporting stenderds as appllcebés In Pakistan, and for guch inlornod
corirml g3 the Management Compeny detécmines |8 necessary to ensble the prepambon af Anrancisl
EatmmEnS that are free fram mmhmuuummnuw

I preparing tha Ninancisl stetements, Management Camgany is maponsibin for assesming the Fund's ability
to continue as @ gaing concern, discloding, -84 appiicable matbers Felated to gaing concerm and uiing the
guing concarm basly of accounting unless Managament Cormgsany alther [ntends 1o liguidate (e Fund or to
toase opeEratians, or has no mealstc sltermative bk todo so.

Those Cherged with Govermance of the Management Comaany are responssbla for oversesing the Fund's
finsncial rmparting procees.

Pea

oo =

Annual Report-2018



Deloitte. i

Auditor's Responsthlitties for the Audit of the Financlal Statemonts

Cur olijectives e to oblaln resssnabie sEsEranca abeut whethar the Nrancal statameants an 8 whole arm
fres From matesisl misastement, whether due m fraud oF arrar, 3nd 1o |9dus an soiditec's mper et
includes our opinien. A=ssonobfe aisurance is e high level of hesurence, but 8 ot & goarsntes that &n
auiit sonducted In accordance with [585 s applicable In Pakdstan wil slwoys debect & maberisl
mitsstatmment whan it exists. Missiatemonts can arse from fraud or eror and ane considersd malerial §,
indiwiduilly arin thi spgrogats, they could measnnably be sepacted fo inftuance the scanamic decisong of
ugers taken on the beshs of fhese Tnancie statements,

A part of g0 ewdlt bnosccordonce with 153 g5 applicable Tn Pakistan, we exerclse professionsl judgment
and malnain professions] skepticism throoghout the aodit. We sfoo-

- Lentify wnd ssssgs the risks of matedsd misststemmig of the fnancizl sEtsmants, shather dus (o
fraud or errgr; deslgr and perform sudie procedures respondlve o fhose risds, and chian awdit
evidonce that I8 sufficient and appropriate to provide a bosks far our epinian, The i of not detecting
B material misstatement resulting from frawd o higher than for ong resulting from ermar, 88 freud

may Irvalva collusion, fergary, bitentonal emvissions, mismeprasantatians, or the override of internal

»  (Oblsin in understerdipg af ntemal conbol relevsnt o the audit o order to design sudit procedures
thnt are spproprate in the drcumstances, but ot for the purpess of expressing an aplnian o T
affectiveness of the Managemant Compamy's Intemal contbral ’

. Bysluats the eppropriatéaess of sceounting policies used and Lhe resuonatiersss of Booounting
ertimates and related disclosunes made by ent Comparny.

w Conelude on the sppropriateness of Maregement Compoany's use of tho going concern Bosis af
menunting snd, based on the sudit evidencg obtalned, whather 3 material uncertainky pcsts relatsd
to =usrts or candiions that may cast sgnificant doubt an the Fund’s abillly to continue as @ gaing
conenen, IF we conclude that a material uncerainky ek, we irg réguired to deow sttanthen In our
auditos's roport to the melsted disciomures v the finandal ststements o, IF oech disdissures are
imadeguste, o madify sur opinden, Our conclugions are based on Uhe sudnt sdldenos chtalped up ta
the date of cur autec’s repork, Hawewer, future svents o condibons may cause the Fund to cepse
ko cantinge @88 golng £oncesn.,

- Evaluntn the eversdl prasentation, structure end content of the finpncial stalements, nclucing the
diselpgures, and wihather tw fingncial siztemants Toprasant the underlying trensactions aind events
bn & manner thak achieves falr pressnbation.

We commuricsty with Thooe Charged with Govarrance of the Manapsment Compary regarding, among
ather mattess, the gisnned scops and Bming of tha pudit snd slgnificant awlit findings, Inchedifg aay
sigrificant deficiamdes in Intermal contred that we idontify during our Fdit ’

We alsn provide Thoss Charged with Gowernance of the Manegement Corpany with a8 stetement that we
hive eompiled with relevant othicsl requiremants regarding ndependence, and to cemmunlcate with them
ol relationships and alher mattess that may ressanably be thaught @ bear on our indapendence, and where
appicable, rafoted saleguards.

From the makters cormmunicatad with Thoss Charged with Govarmence of the Managernent Company, wo
daterming thoss maiters thet were of mest significance In the audit. of the Anenclsl satements. of the
current perad nnd are therefore the key audik matties, We descrie these mstters in our awditors repart
unless lew or regulation preclsdes publlc disciisure about the matier ar when, |6 estremely ram
circumstances, we determing thet g matter should nat ba communicated In aur report because the adverss
T
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eonssuences of daing so would reasonably be supecied to aubweigh the public interest bapefis of such
EnraTlemtion.

Aeport on Other Legal and Regulatory Regulrements

In gur gpinion, the fnancial statements have bean prepared in stcordsnce with the relevan [slons af
the Mon-Banking Finance Companias (Estabishment and Regulstion) Rules, 2003 and N Fimance
Companies snd Natified Entithes SO0,

The gngagement partnsr dn the sudit reaulting in this indapandont auditor's repart 5 Hena Sodig.

Chartered 4
Placer Karachi
Date: Septomber 19, J018

B
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HBL Cash Fund

Statement of Assets and Liabilities
As at June 30, 2018

Assets

Balances with banks
Investments

Profit receivable

Deposits and prepayments
Total assets

Liabilities

Payable to Management Company

Payable to Trustee

Payable to Securities and Exchange Commission of Pakistan (SECP)
Payable against redemption of units

Accrued expenses and other liabilities

Total liabilities

Net assets

Unit Holders' Fund (as per statement attached)

Contingencies and Commitments

Number of units in issue

Net assets value per unit

The annexed notes 1 to 31 form an integral part of these financial statements.

For HBL Asset Management Limited

Note

0N O U

10
11

12

13

25

4.8

(Management Company)

10,899,252 6,537,316

1,150,000 637,309

43,554 20,561

199 192

12,093,005 7,195,378

7,830 3,457

981 974

7,921 3,270

- 1,183,625

36,539 49,922

53,271 1,241,248

12,039,734 5,954,130

12,039,734 5,954,130
------- Number of units -------

113,580,129 59,251,693
------------ Rupees -----=------

106.0021 100.4888

Chief Financial Officer
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HBL Cash Fund

Income Statement

For the year ended June 30, 2018

Note

Income

Net realised loss on sale of investments

Income from government securities

Income from money market transactions and other placements
Profit on bank deposits

Total income

Expenses

Remuneration of the Management Company 9.1
Sindh Sales Tax on remuneration of the Management Company 9.2
Remuneration of the Trustee 10.1
Annual fee to Securities and Exchange Commission of Pakistan 11.1
Allocation of expenses related to registrar services,

accounting, operation and valuation services 9.3
Auditors' remuneration 15
Fee and subscription

Securities transaction cost

Settlement and bank charges

Printing charges

Total expenses

Net income from operating activities

Element of loss and capital losses included in prices of
units issued less those in units redeemed - net 4.7

Reversal of provision for Workers' Welfare Fund 12.1
Provision for Sindh Workers' Welfare Fund 12.1
Net income for the year before taxation

Taxation 16
Net income for the year after taxation

Allocation of net income for the year

Income already paid on redemption of units

Accounting income available for distribution:

- Relating to capital gains
- Excluding capital gains

Earnings per unit 17

The annexed notes 1 to 31 form an integral part of these financial statements.

For HBL Asset Management Limited
(Management Company)

Chief Financial Officer Chief Executive Officer

2018 2017
---------- (Rupees in '000)----------
(3,025) (628)
226,501 60,211
129,962 55,229
315,195 154,864
668,633 269,676
53,337 21,958
6,934 2,855
9,607 4,541
7,921 3,270
10,561 4,375
443 469
456 308
487 159
374 145
177 73
90,297 38,153
578,336 231,523
- (214,877)
- 15,093
(11,567) (1,602)
(11,567) 13,491
566,769 30,137
566,769 30,137
283,210
283,559
283,559
566,769
Director
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HBL Cash Fund

Statement of Comprehensive Income
For the year ended June 30, 2018

Net income for the year after taxation 566,769 30,137

Other comprehensive income for the year

Total comprehensive income for the year 566,769

The annexed notes 1 to 31 form an integral part of these financial statements.

For HBL Asset Management Limited
(Management Company)

Chief Financial Officer Chief Executive Officer Director
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HBL Cash Fund

Statement of Movement in Unit Holders' Fund
For the year ended June 30, 2018

For the year ended June 30,

2018 2017
(Rupees in '000)
Capital  Undistributed Total Capital Undistributed Total
value income value income
Net assets at the beginning of the year 5,925,167 28,963 5,954,130 - - 2,103,956
Issuance of 271,002,487 units (2017: 164,584,054 units)
- Capital value (at net asset value per unit at the beginning of the year) 27,232,715 - 27,232,715 - -
- Element of income 803,186 - 803,186 - -
Total proceeds on issuance of units 28,035,901 - 28,035,901 - - 16,818,792
Redemption of 216,674,051 units (2017: 126,252,753 units)
- Capital value (at net asset value per unit at the beginning of the year) (21,773,315) - (21,773,315) - -
- Amount paid out of element of income
Relating to net income for the year after taxation (460,541) (283,210) (743,751) - -
Total payment on redemption of units (22,233,856) (283,210)  (22,517,066) - - (13,179,409)
Element of loss and capital losses included in prices of units
issued less those in units redeemed - - - - - 214,877
Total comprehensive income for the year - 566,769 566,769 - - 30,137
Distribution during the year - - - - - (34,223)
Total comprehensive income for the year less distribution - 566,769 566,769 - - (4,086)
Net assets at the end of the year 11,727,212 312,522 12,039,734 - - 5,954,130
Undistributed income brought forward
- Realised 28,963 11,901
- Unrealised - 17
28,963 11,918
Element of income and capital gains included in prices of
units issued less those in units redeemed - 21,131
Accounting income available for distribution
- Relating to capital gains - -
- Excluding capital gains 283,559 -
283,559 30,137
Distribution during the year - (34,223)
Undistributed income carried forward 312,522 28,963
Undistributed income carried forward
- Realised 312,522 28,963
- Unrealised - -
312,522 28,963
(Rupees)
Net assets value per unit at beginning of the year 100.4888 100.5696
Net assets value per unit at end of the year 106.0021 100.4888

The annexed notes 1 to 31 form an integral part of these financial statements.

For HBL Asset Management Limited
(Management Company)

Chief Financial Officer Chief Executive Officer Director
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HBL Cash Fund

Cash Flow Statement
For the year ended June 30, 2018

Cash flow from operating activities

Net income for the year before taxation 566,769 30,137
Adjustments
Capital loss 3,025 628
Income from government securities (226,501) (60,211)
Profit from bank deposits (315,195) (154,864)
Income from money market transactions and other placements (129,962) (55,229)
Net Element of loss and capital losses included in prices of
units less those in units redeemed - net - 214,877
(101,864) (24,662)
Increase in assets
Investments - net (515,716) (110,246)
Deposits and prepayments (7) (4)
(515,723) (110,250)
(Decrease) / increase in liabilities
Payable to the Management Company 4,373 2,073
Payable to the Trustee 7 732
Payable to Securities and Exchange Commission of Pakistan 4,651 808
Dividend payable - (490)
Accrued expenses and other liabilities (13,383) 831
(4,352) 3,954
Net cash used in operations (621,939) (130,958)
Income received on government securities 226,501 60,211
Profit received from bank deposits 298,135 141,897
Income received from money market placements 124,029 53,186
648,665 255,294
Net cash generated from operating activities 26,726 124,336

Cash flow from financing activities

Receipts from issue of units 28,035,901 16,818,792
Amount paid on redemption of units (23,700,691) (11,995,812)
Dividend paid - (34,223)
Net cash generated from financing activities 4,335,210 4,788,757
Net increase in cash and cash equivalents during the year 4,361,936 4,913,093
Cash and cash equivalents at the beginning of the year 6,537,316 1,624,223
Cash and cash equivalents at the end of the year 10,899,252 6,537,316

The annexed notes 1 to 31 form an integral part of these financial statements.

For HBL Asset Management Limited
(Management Company)

Chief Financial Officer Chief Executive Officer Director
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HBL Cash Fund

Notes to the financial statements
For the year ended June 30, 2018

1. LEGAL STATUS AND NATURE OF BUSINESS

HBL Cash Fund (the Fund) was established under a Trust Deed executed between PICIC Asset Management
Company Limited (now, HBL Asset Management Limited) as the Management Company and Central Depository
Company of Pakistan Limited (CDC) as the Trustee. The Fund was approved by the Securities and Exchange
Commission of Pakistan (SECP) vide its letter No. SCD/NBFC-11/DD/PCF/844/2010 dated November 11, 2010 and the
Trust Deed was executed on October 22, 2010.

Through an order dated August 31, 2016, SECP approved the merger of PICIC Asset Management Company Limited
with and into HBL Asset Management Limited effective from August 31, 2016 and the trust deed was revised on
February 17, 2017. Effective from September 1, 2016 HBL Asset Management Limited became Management
Company of the fund which is a wholly owned subsidiary of Habib Bank Limited. The Aga Khan Fund for Economic
Development (AKFED), S.A. is the parent company of Habib Bank Limited.

The Management Company of the Fund has been registered as a Non-Banking Finance Company (NBFC) under the
NBFC Rules, 2003 and has obtained the requisite license from the SECP to undertake Asset Management Services.
The registered office of the Management Company is located at 7th Floor, Emerald Tower, G-19, Block 5, Main
Clifton Road, Clifton, Karachi.

The Fund is an open-ended money market scheme and is listed on Pakistan Stock Exchange Limited. The units of
the Fund were initially offered for public subscription at par value of Rs. 100 per unit from December 11, 2010 to
December 13, 2010. Thereafter, the units are offered to the public for subscription on a continuous basis and are
transferable and redeemable by surrendering them to the Fund.

The Fund has been categorised as a money market scheme as per the criteria laid down by the SECP for
categorisation of open-end Collective Investment Schemes (CISs).

The core objective of the Fund is to provide competitive returns to its investors through active investments in low
risk portfolio of short duration, while maintaining high liquidity.

JCR-VIS Credit Rating Agency has assigned management quality rating of 'AM2+' to the Management Company and
a stability rating of AA(f) to the Fund.

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

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.

2.2 Basis of measurement

These financial statements have been prepared under the historical cost convention, except certain investments
which are measured at fair value.
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HBL Cash Fund

Notes to the financial statements

For the year ended June 30, 2018

2.3

2.4

3.1

3.2

3.2.1

Functional and presentation currency
These financial statements are presented in Pak Rupees, which is the fund's functional and presentation currency.
Critical accounting estimates and judgments

The preparation of the financial statements in conformity with the approved accounting standards requires the
management to make estimates, judgements and assumptions that affect the reported amount of assets, liabilities,
income and expenses. It also requires the management to exercise judgement in application of its accounting
policies. The estimates, judgements and associated assumptions are based on the historical experience and various
other factors that are believed to be reasonable under the circumstances. Revisions to accounting estimates are
recognised in the year in which the estimates are 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.

The areas involving a higher degree of judgement or complexity, or areas where estimates and assumptions are
significant to the financial statements as a whole are as follows:

(i) classification and valuation of financial assets (notes 4.2.1.1 and 4.2.1.4); and
(ii) impairment of financial assets (note 4.2.1.5)

NEW ACCOUNTING STANDARDS / AMENDMENTS AND IFRS INTERPRETATIONS

New accounting standards / amendments and IFRS interpretations that are effective for the year ended June 30,
2018

The following amendments are effective for the year ended June 30, 2018. These amendments are either not
relevant to the Fund's operations or are not expected to have significant impact on the Fund's financial statements
other than certain additional disclosures.

Effective from accounting
period beginning on or after:

Amendments to IAS 7 'Statement of Cash Flows' January 01, 2017
- Amendments as a result of the disclosure initiative

Amendments to IAS 12 'Income Taxes' - Recognition of January 01, 2017
deferred tax assets for unrealised losses

Certain annual improvements have also been made to a number of IFRSs, which are also not relevant to the Fund.
New accounting standards / amendments and IFRS interpretations that are not yet effective

The following standards, amendments and interpretations are only effective for accounting periods, beginning on
or after the date mentioned against each of them. These standards, interpretations and amendments (except for
IFRS 9 'Financial Instruments') are either not relevant to the Fund's operations or are not expected to have
significant impact on the Fund's financial statements other than certain additional disclosures.

Effective from accounting
periods beginning on or after:

IFRS 15 'Revenue from contracts with customers' July 01, 2018
- This standard will supersede IAS 18, IAS 11, IFRIC 13, 15 and 18
and SIC 31 upon its effective date.

IFRS 16 'Leases' - This standard will supersede IAS 17 'Leases’ January 01, 2019
upon its effective date.

Amendments to IFRS 2 'Share-based Payment' - Clarification on January 01, 2018
the classification and measurement of share-based payment

transactions

IFRS 9 'Financial Instruments' July 01, 2018
Amendments to IFRS 9 'Financial Instruments' - Amendments January 01, 2019

regarding prepayment features with negative compensation
and modifications of financial liabilities
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3.2.2

3.2.2.1

Effective for accounting periods
beginning on or after:

IFRS 4 'Insurance Contracts': Amendments An entity choosing to apply the overlay approach

regarding the interaction of IFRS 4 and IFRS 9. retrospectively to qualifying financial assets does
so when it first applies IFRS 9. An entity choosing
to apply the deferral approach does so for annual
periods beginning on or after 1 January 2018.

Amendments to IFRS 10 'Consolidated Financial Effective from accounting period beginning on or
Statements' and IAS 28 'Investments in Associates after a date to be determined. Earlier application
and Joint Ventures' - Sale or contribution of assets is permitted.

between an investor and its associate or joint

venture

Amendments to IAS 28 'Investments in Associates and Joint
Ventures'- Amendments regarding long-term interests in January 01, 2019
associates and joint ventures

Amendments to IAS 19 'Employee Benefits' - Plan Amendment, January 01, 2019
Curtailment or Settlement

Amendments to IAS 40 'Investment Property': Clarification on January 01, 2018
transfers of property to or from investment property

IFRIC 22 'Foreign Currency Transactions and Advance January 01, 2018
Consideration': Provides guidance on transactions where

consideration against non-monetary prepaid asset / deferred

income is denominated in foreign currency.

IFRIC 23 'Uncertainty over Income Tax Treatments': January 01, 2019
Clarifies the accounting treatment in relation to determination

of taxable profit (tax loss), tax bases, unused tax losses, unused

tax credits and tax rates, when there is uncertainty over income

tax treatments under IAS 12 'Income Taxes'.

Certain annual improvements have also been made to a number of IFRSs. Which are also not expected to have
material impact on financial reporting of the Fund.

IFRS 9 'Financial Instruments' Impact Assessment

IFRS 9 'Financial Instruments' was issued on July 24, 2017. This standard is adopted locally by the Securities and
Exchange Commission of Pakistan and is effective from accounting periods beginning on or after July 1, 2018.

Key requirements of IFRS 9 are as follows;
Classification and measurement of financial assets

- All recognized financial assets that are within the scope of IFRS9 are required to be subsequently measured at
amortised cost or fair value.

- Debt investments that are held within a business model whose objective is to collect the contractual cash flows,
that are solely payments of principal and interest on the principal outstanding are generally measured at
amortised cost at the end of subsequent accounting periods.

- Debt instruments that are held within a business model whose objective is achieved both by collecting
contractual cash flows and selling financial assets, and that have contractual terms that give rise on specified
dates to cash flows that are solely payments of principal and interest on the principal amount outstanding are
generally measured at fair value through other comprehensive income "FVTOCI".

- All other debt investments and equity investments are measured at their fair value at the end of subsequent
accounting periods.
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- In addition, under IFRS 9, entities may make an irrevocable election to present subsequent changes in the fair
value of an equity investment (that is not held for trading) in other comprehensive income, with only dividend
income generally recognized in profit or loss.

Classification and measurement of financial liabilities

With regard to the measurement of financial liabilities designated as at fair value through profit or loss, IFRS 9
requires as follows:

- The amount of change in the fair value of a financial liability that is attributable to changes in the credit risk of
that liability is presented in other comprehensive income, unless the recognition of such changes in other
comprehensive income would create or enlarge an accounting mismatch in profit or loss.

- Changes in fair value attributable to a financial liability's credit risk are not subsequently reclassified to profit or
loss. Under IAS 39, the entire amount of the change in the fair value of the financial liability designated as fair
value through profit or loss is presented in profit or loss.

Impairment of financial assets

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

SECP through its SCD/AMCW/RS/MUFAP/2017-148 dated November 21, 2017 have deferred the applicability of
above provision requirements in relation to debt securities for mutual funds.

3.2.2.2 Impact assessment

Based on the analysis of Fund's financial assets and liabilities as at June 30, 2018 considering facts and
circumstances that exists at that date, the Management Company have assessed the impact of IFRS 9 to the Fund's
financial statements as follows;

Market treasury bills classified as financial assets at fair value through profit or loss - held for trading will be
classified as measured at fair value through profit or loss upon application of IFRS 9.

Financial assets classified as loans and receivables are held with a business model whose objective is to collect the
contractual cash flows that are solely payments of principal and interest on the principal outstanding. These
financial assets will be classifed as measured at amortised cost and will continue to be subsequently measured at
amortised cost upon application of IFRS 9.

Other financial assets and financial liabilities at amortised cost will continue to be subsequently measured at
amortised cost upon application of IFRS 9.

3.2.3 Other than the aforesaid standards, interpretations and amendments, the International Accounting Standards
Board (IASB) has also issued the following standards which have not been adopted locally by the Securities and
Exchange Commission of Pakistan:

- IFRS 1 - First Time Adoption of International Financial Reporting Standards
- IFRS 14 — Regulatory Deferral Accounts
- IFRS 17 — Insurance Contracts

3.3 Change in policy in relation to preparation of income statement and statement of comprehensive income

International Accounting Standard (IAS) 1 Presentation of Financial Statements allows an entity to prepare either
two performance statements i.e. income statement and statement of comprehensive income, or one performance
statement only i.e. income statement and statement of comprehensive income (showing both items of income or
loss for the period and items of other comprehensive income). The Fund, with effect from July 01, 2017, has
changed its policy with regard to preparation of income statement and other comprehensive income and opted to
prepare two separate performance statementsi.e. "income statement" and "statement of comprehensive income"
showing separately both income or loss for the year and items of other comprehensive income in separate
statements.
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This change has no impact on the items of income or loss or other comprehensive income recognized in prior year
except that items of other comprehensive income previously presented under ‘Income statement and other
comprehensive income’ in single statement are now presented within 'income statement' and "statement of
comprehensive income' separately.

4. SIGNIFICANT ACCOUNTING POLICIES
4.1 Cash and cash equivalents

Cash and cash equivalents comprise balances with banks and short-term highly liquid investments with original
maturities of three months or less. Cash and cash equivalents are carried in the statement of assets and liabilities

at cost.
4.2 Financial instruments
4.2.1 Financial assets

4.2.1.1 Classification

The management determines the appropriate classification of its financial assets in accordance with the

requirements of International Accounting Standard 39 (IAS 39), "Financial Instruments: Recognition and

Measurement" at the time of purchase of financial assets and re-evaluates this classification on a regular basis. The

classification depends upon the purpose for which the financial assets are acquired.

The financial assets of the Fund are currently categorised as follows:

a) Investments at fair value through profit or loss - held-for-trading
An investment that is acquired principally for the purpose of generating profit from short-term fluctuations in
prices is classified as a financial asset at fair value through profit or loss - held-for-trading. Currently, there are
no investments of the Fund classified as investments at fair value through profit or loss - held-for-trading.

b) Loans and receivables

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

c) Available for sale
These are those non-derivative financial assets that are designated as available for sale or are not classified as
(a) loans and receivables (b) held-to-maturity investments, or (c) financial assets at fair value through profit or
loss. These are intended to be held for an indefinite period of time which may be sold in response to the needs
for liquidity or change in price. Currently, there are no investments of the Fund classified as available for sale.

4.2.1.2 Regular way contracts

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

4.2.1.3 Initial recognition and measurement
All financial assets are initially recognised at cost, being the fair value of the consideration given including the
transaction cost associated with the acquisition, except in case of "financial assets at fair value through profit or loss
- held for trading", in which case the transaction costs are charged off to the income statement.

4.2.1.4 Subsequent measurement

a) Financial assets 'at fair value through profit or loss held for trading' and 'available for sale'

Subsequent to initial measurement, financial assets 'at fair value through profit or loss held for trading' and
'available for sale' are valued as follows:
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4.2.1.5

4.2.1.6

4.2.2

4.23

4.3

Basis of valuation of government securities

The investment of the Fund in government securities is valued on the basis of PKRV rates published by Reuters
in accordance with Circular no. 33 of 2012.

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

Net gains and losses arising from changes in fair value of 'available for sale' financial assets are recognised as
'other comprehensive income' in the Income Statement until these are derecognised or impaired. At this time,
the cumulative gain or loss previously recognised as 'other comprehensive income' is transferred to income
before taxation as capital gain / (loss).

b) Loans and receivables

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

Gains or losses are also recognised in the income statement when financial assets carried at amortised cost are
derecognised or impaired.

Impairment

Management Company assesses at each reporting date whether there is objective evidence that the Fund’s
financial assets or a group of financial assets are impaired. If any such indication exists, the recoverable amount of
such assets is estimated. An impairment loss is recognised whenever the carrying value of an asset exceeds its
recoverable amount.

For financial assets classified as 'loans and receivables', a provision for impairment is established when there is
objective evidence that the Fund will not be able to collect all amounts due according to the original terms. The
provision against these amounts is made as per the provisioning policy duly formulated and approved by the Board
of Directors of the Management Company in accordance with the requirements of the SECP.

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.

Financial liabilities

All financial liabilities are recognised at the time when the Fund becomes a party to the contractual provisions of
the instrument. These are initially recognised at fair value and subsequently stated at amortised cost.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expired.
Offsetting of financial assets and 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 amount of obligation can be made. Provisions are regularly reviewed and adjusted to
reflect the current best estimate.
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4.4 Taxation

The income of the Fund is exempt from income tax under clause 99 of Part | of the Second Schedule to the Income
Tax Ordinance, 2001 subject to the condition that not less than ninety percent of its accounting income for the year,
as reduced by capital gains, whether realised or unrealised, is distributed in cash to the unit holders.

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

The Fund does not account for deferred tax in these financial statements as the Fund intends to continue availing
the tax exemption in future years by distributing in cash at least ninety percent of its accounting income for the year
as reduced by capital gains, whether realised or unrealised, to its unit holders.

4.5 Proposed distributions

Distributions declared subsequent to the reporting date are considered as non-adjusting events and are not
recognised before the reporting date.

4.6 Issue and redemption of units

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

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

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

An equalisation account called the 'element of income / (loss) and capital gains / (losses) included in prices of units
issued less those in units redeemed' is created, in order to prevent the dilution of per unit income and distribution
of income already paid out on redemption.

The element of income and capital gains included in the prices of units issued less those in units redeemed to the
extent that it is represented by distributable income earned during the year is recognised in the income statement
and statement of comprehensive income and the element of income and capital gains represented by distributable
income carried forward from prior periods is included in the "Statement of Movement in Unitholders’ Fund".

Amendment in the NBFC Regulations in the current year

The Securities and Exchange Commission of Pakistan through its SRO 756(1)/2017 dated August 3, 2017 has made
certain amendments in the NBFC Regulations. The notification includes a definition and explanation relating to
"element of income" and excludes the element of income from the expression "accounting income" as described
in Regulation 63 (amount distributable to unit holders) of the NBFC Regulations. As per the notification, element of
income represents the difference between net assets 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 revised regulations also specify that element of income is a transaction of capital nature and the receipt and
payment of element of income shall be 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 will be refunded on units in the same proportion as dividend bears to accounting income
available for distribution. Furthermore, the revised regulations also require certain additional disclosures with
respect to 'Income Statement' and 'Statement of Movement in Unit Holders' Fund', whereas disclosure with
respect to 'Distribution Statement' has been deleted in the revised regulations.

Previously, an equalisation account called the 'element of income / (loss) and capital gains / (losses) included in
prices of units issued less those in units redeemed' was created, in order to prevent the dilution of per unit income
and distribution of income already paid out on redemption. The net element of income / (loss) and capital gains /
(losses) relating to units issued and redeemed during the accounting period which pertained to unrealised
appreciation / (diminution) held in the Unit Holder's Fund was recorded in a separate account and any amount
remaining in this reserve account at the end of the accounting period (whether gain or loss) was included in the
amount available for distribution to the unitholders. The remaining portion of the net element of income / (loss)
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4.8

4.9

4.10

5.1

5.2

and capital gains / (losses) relating to units issued and redeemed during an accounting period was recognised in the
Income Statement.

As required by IAS 8: 'Accounting Policies, Changes in Accounting Estimates and Errors', a change in accounting
policy requires retrospective application as if that policy had always been applied. However, the Management
Company has applied the above changes in accounting policy, including the additional disclosures requirements in
the 'Income Statement' and 'Statement of Movement in Unit Holders' Fund', prospectively from July 1, 2017 as
required by SECP vide its email dated February 8, 2017. Accordingly, corresponding figures have not been restated.
The ‘Distribution Statement’ for the comparative period has not been presented as it has been deleted as a result
of the amendments made in the NBFC Regulations through aforementioned SRO issued by the SECP.

Had the element of income been recognised as per the previous accounting policy, the income of the Fund would
have been higher by Rs 59.435 million. However, the change in accounting policy does not have any impact on the
'Cash Flow Statement', the 'net assets attributable to the unit holders' and 'net asset value per unit' as shown in the
'Statement of Assets and Liabilities' and 'Statement of Movement in Unit Holders' Fund'. The change has resulted
in inclusion of certain additional disclosures / new presentation requirements in the 'Income Statement' and
'Statement of Movement in Unit Holders' Fund which have been incorporated in these financial statements.

Net assets value per unit

The net assets 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 issue at the year end.

Revenue recognition

- Realised capital gains/ (losses) arising on sale of investments are included in the income statement on the date
at which the transaction takes place.

- Mark-up / return on government securities, bank profits and investment in debt securities are recognised on a
time apportionment basis using the effective interest method.

- Unrealised gains / (losses) arising on re-measurement of investments classified as 'financial assets at fair value
through profit or loss' are included in the income statement in the year in which they arise.

Expenses

All expenses including NAV based expenses (namely management fee, trustee fee and annual fee payable to the
SECP) are recognised in the income statement on a time apportionment basis.

2018 2017
Note = - (Rupees in '000)----------
BALANCES WITH BANKS
PLS saving deposits under mark-up arrangements 5.1 9,799,252 6,537,316
Term deposit receipts 5.2 1,100,000 -
10,899,252 6,537,316

These accounts carry mark-up at rates ranging between 3.75% and 7.5% (2017: 3.75% and 6.70%) per annum.
This carry return of 7.4% (June 30, 2017: Nil) per annum.

INVESTMENTS

Financial assets at fair value through profit or loss - held-for-trading

Market treasury bills 6.1

Loans and receivables 6.2 1,150,000 637,309
1,150,000 637,309
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6.1 Financial assets at fair value through profit or loss - held - for - trading: - Market treasury bills

Face value Balance asat June 30, 2018 Market ~ Market

sales / Appreci- valueas value asa

Issue Date Tenure As at Purch.ases Matured As at Carrying Market  ation a percentage percentage
July 1, during K June 30, - of net of total

2017 the year during the 2018 Value Value /(dimin- : investment

year ution) assets estments

--------------------------- (Rupees in '000) ------------nmmrmmmuemenv

July 21, 2016 12 Months - 675,000 675,000 - - - - - R
January 19, 2017 6 Months - 2,800,000 2,800,000 - - - - - R
May 11, 2017 3 Months - 585,000 585,000 - - - - - R
May 25, 2017 3 Months - 700,000 700,000 - - - - - R
July 6, 2017 3 Months - 300,000 300,000 - - - - - R
July 20, 2017 3 Months - 4,053,500 4,053,500 - - - - - R
August 3, 2017 3 Months - 2,090,000 2,090,000 - - - - - R
August 17, 2017 3 Months - 700,000 700,000 - - - - - R
August 31, 2017 3 Months - 2,874,000 2,874,000 - - - - - R
September 14,2017 3 Months - 3,350,000 3,350,000 - - - - - R
October 12, 2017 3 Months - 2,550,000 2,550,000 - - - - - -
October 26, 2017 3 Months - 4,250,000 4,250,000 - - - - - -
November 9, 2017 3 Months - 5,900,000 5,900,000 - - - - - -
November 23,2017 3 Months - 8,100,000 8,100,000 - - - - - R
January 18, 2018 3 Months - 6,525,000 6,525,000 - - - - - R
February 1, 2018 3 Months - 6,330,000 6,330,000 - - - - - -
February 15, 2018 3 Months - 5,390,000 5,390,000 - - - - - R
March 1, 2018 3 Months - 829,000 829,000 - - - - - R
March 15, 2018 3 Months - 1,250,000 1,250,000 - - - - - R
March 15, 2018 6 Months - 100,000 100,000 - - - - - R
April 12,2018 3 Months - 15,770,000 15,770,000 - - - - - R
April 26,2018 3 Months - 700,000 700,000 - - - - - R
June 7, 2018 3 Months - 1,950,000 1,950,000 - - - - - R

Total - As at June 30, 2018 77,771,500 77,771,500 - - - -

Total - As at June 30, 2017 100,000 17,732,000 17,832,000 - - - -
2018 2017
6.2 Loans and receivables Note - (Rupees in '000)----------
Term deposit receipts 6.2.1 - 540,000
Commercial paper 6.2.2 - 97,309
Letter of placement 6.2.3 1,150,000 -
1,150,000 637,309

6.2.1 This carry return of Nil (June 30, 2017: ranging between 6.25% to 6.50%) per annum.
6.2.2 This carry return of Nil (June 30, 2017: 7.91%) per annum.

6.2.3 This carry return of 6.7% (June 30, 2017: Nil) per annum.

7. PROFIT RECEIVABLE
Profit receivable on bank deposits 34,640 17,580
Profit receivable on certificates of investment and letter of placement 8,022 -
Profit receivable on term deposit receipt 892 2,981
43,554 20,561
8. DEPOSITS AND PREPAYMENTS
Security deposits with:
Central Depository Company of Pakistan Limited 100 100
Prepaid expenses 99 92
199 192
9. PAYABLE TO MANAGEMENT COMPANY
Management fee 9.1 5,922 2,623
Sindh Sales Tax on Management Company's remuneration 9.2 770 341
Allocation of expenses related to registrar services,
accounting, operation and valuation services 9.3 1,138 493
7,830 3,457
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9.1

9.2

9.3

10.

10.1

10.2

11.

111

12,

As per the offering document of the Fund, the Management Company charges a fee at the rate of 0.50% of the
average annual net assets on daily basis of the Scheme subject to the guidelines issued by the SECP from time to
time. Effective from June 29, 2017 the rate of fee is revised through amendment in the offering documents of the
scheme as 7.5% of the gross earnings of the scheme, calculated on a daily basis subject to a cap of 1.00% and a floor
of 0.50% of the average daily net assets. The fee is payable monthly in arrears.

The Sindh Provincial Government has levied Sindh Sales Tax (SST) at the rate of 13 percent (June 30, 2017: 13
percent) on the remueration of management company through Sindh Sales Tax on Services Act, 2011.

As per Regulation 60(3)(s) of the amended NBFC Regulations dated November 25, 2015, fee and expenses
pertaining to registrar services, accounting, operation and valuation services related to a Collective Investment
Scheme (CIS) are chargeable to the CIS, maximum upto 0.1 percent of the average annual net assets or the actual
cost whichever is lower. Accordingly, the Management Company has charged aforementioned expenses to the
extent of 0.1% of the average annual net assets, being lower amount, to the Fund during the year.

2018 2017
Note = —--omeee- (Rupees in '000)----------
PAYABLE TO THE TRUSTEE
Trustee fee 10.1 868 862
Sindh Sales Tax 113 112
981 974

The Trustee is entitled to a monthly remuneration for services rendered to the Fund under the provisions of the
Trust Deed as per the tariff specified therein, based on the daily net assets of the Fund. The fee is paid to the Trustee
monthly in arrears.

The tariff structure applicable to the Fund is as follows:

Amount of Funds Under Management Tariff per annum
[Average Net Assets Value (NAV)]

Upto Rs 1,000 million 0.15% per annum of NAV

Exceeding Rs 1,000 million and upto Rs 1.5 million plus 0.075% per annum of NAV
Rs 10,000 million exceeding Rs 1,000 million

Over Rs 10,000 million Rs 8.25 million plus 0.06% per annum of NAV,

exceeding Rs 10,000 million

2018 2017
PAYABLE TO SECURITIES AND Note —cmememeee (Rupees in '000)----------
EXCHANGE COMMISSION OF PAKISTAN
Annual fee 11.1 7,921 3,270

Under the provisions of the NBFC and Notified Entities Regulations, 2008 a collective investment scheme
categorised as a money market scheme is required to pay as annual fee to Securities and Exchange Commission of
Pakistan, an amount equal to 0.075 percent of the average annual net assets of the scheme. The fee is payable
annually in arrears.

2018 2017

ACCRUED EXPENSES AND OTHER LIABILITIES Note (Rupees in ‘000)
Provision for Workers' Welfare Fund 12.1 - -
Provision for Sindh Workers' Welfare Fund 12.1 13,167 1,602
Provision for Federal Excise Duty and additional

sales tax on management fee 12.2 7,528 7,528
Withholding tax payable 14,978 39,405
Sales load-payable to related parties 313 948
Auditors' remuneration 313 315
Printing charges 110 80
Brokerage payable 115 44
Zakat payable 15 -

36,539 49,922
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12.1 WORKERS' WELFARE FUND AND SINDH WORKERS' WELFARE FUND

The Finance Act 2008 introduced an amendment to the Workers' Welfare Fund Ordinance, 1971 (WWF Ordinance).
As a result of this amendment it may be construed that all Collective Investment Schemes (CISs) / mutual funds
whose income exceeds Rs. 0.5 million in a tax year, have been brought within the scope of the WWF Ordinance,
thus rendering them liable to pay contribution to WWF at the rate of two percent of their accounting or taxable
income, whichever is higher. In this regard, a constitutional petition has been filed by certain CISs through their
trustees in the Honourable High Court of Sindh, challenging the applicability of WWF to the CISs, which is pending
adjudication.

The Finance Act 2015 incorporated an amendment in WWF Ordinance by excluding CIS from the definition of
Industrial Establishment, and consequently CIS are no more liable to pay contribution to WWF with effect from July
1, 2015.

Subsequently, the Ministry of Labour and Manpower (the Ministry) vide its letter dated July 15, 2010 clarified that
“Mutual Fund(s) is a product which is being managed / sold by the Asset Management Companies which are liable
to contribute towards Workers Welfare Fund under Section 4 of the WWF Ordinance. However, the income on
Mutual Fund(s), the product being sold, is exempted under the law ibid”.

Further, the Secretary (Income Tax Policy) Federal Board of Revenue (FBR) issued a letter dated October 6, 2010 to
the Members (Domestic Operation) North and South FBR. In the letter, reference was made to the clarification
issued by the Ministry stating that mutual funds are a product and their income are exempted under the law ibid.
The Secretary (Income Tax Policy) Federal Board of Revenue directed that the Ministry’s letter may be circulated
amongst field formations for necessary action. Following the issuance of FBR Letter, show cause notice which were
issued by taxation office to certain mutual funds for payment of levy under WWF were withdrawn. However, the
Secretary (Income Tax Policy) Federal Board of Revenue vide letter January 4, 2011 cancelled ab-initio clarificatory
letter dated October 6, 2010 on applicability of WWF on mutual funds and issued show cause notices to certain
mutual funds for collecting WWEF. In respect of such show cause notices, certain mutual funds have been granted
stay by High Court of Sindh on the basis of the pending constitutional petition in the said court as referred above.

During the year ended June 30, 2013, the Larger Bench of the Sindh High Court (SHC) issued a judgment in response
to a petition in another similar case in which it is held that the amendments introduced in the WWF Ordinance
through Finance Acts, 2006 and 2008 do not suffer from any constitutional or legal infirmity.

During the year ended June 30, 2014, the Peshawar High Court on a petition filed by certain aggrieved parties
(other than the mutual funds) has adjudicated that the amendments introduced in the Workers Welfare Fund
Ordinance, 1971 through the Finance Acts of 1996 and 2009 lacks the essential mandate to be introduced and
passed through the money bill under the Constitution of Pakistan and hence have been declared as ultra vires the
Constitution.

However, the Supreme Court of Pakistan (SCP) passed a judgment on November 10, 2016, deciding that
amendments made through the Finance Acts through which WWF was levied are unlawful, as such are not in
nature of tax; therefore, it could not be introduced through the money bill. However, the Federal Board of Revenue
has filed a review petition in the SCP against the said judgment, which is pending for hearing in the SCP.

Further, the Government of Sindh also introduced levy of the Sindh Workers’ Welfare Fund (SWWF) through the
Sindh Workers’ Welfare Act, 2014. The Mutual Fund Association of Pakistan, in the previous years based on opinion
obtained from the tax consultants, concluded that SWWF is not applicable on mutual funds. MUFAP also wrote to
the Sindh Revenue Board (SRB) that mutual funds are not establishments and are pass through vehicles; therefore,
they do not have any worker and, as a result, no SWWF is payable by them. SRB responded that since mutual funds
are included in definition of financial institutions in the Financial Institutions (Recovery of Finance) Ordinance,
2001, SWWEF is payable by them. MUFAP has taken up the matter with the concerned ministry [Sindh Finance
Ministry] for appropriate resolution of the matter.

Considering the above developments, the Management Company assessed the position of the Fund with regard to
reversal of provision of WWF and recognition of provision of SWWF, and decided that:

- The Sindh Workers’ Welfare Fund (SWWF) should be recognized from July 01, 2014, and
- Provision computed for SWWF should be adjusted against provision of WWF, as the SCP declared WWF
unlawful. It was also decided that if any further provision is required, then it should be recognized in books of

the Fund. If provision of WWEF is in excess of provision required for SWWF, the remaining provision of WWF
should be carried forward unless further clarification is received from the MUFAP.
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As a result, the Management Company assessed that no further provision is required for SWWF and additional
provision of WWF should be carried forward till the matter is cleared.

In the wake of the aforesaid developments, the MUFAP called its Extraordinary General Meeting (EOGM) on
January 11, 2017, wherein the MUFAP recommended to its members that effective from January 12, 2017,
Workers' Welfare Fund (WWF) recognised earlier should be reversed in light of the decision made by the Supreme
Court of Pakistan; and Sindh Workers' Welfare Fund (SWWF) should be recognized effective from May 21, 2015.

MUFAP also communicated the above-mentioned decisions to the Securities and Exchange of Commission (SECP)
through its letter dated January 12, 2017, and the SECP through its letter dated February 01, 2017, advised that the
adjustment should be prospective and supported by adequate disclosures.

As a result of the above recommendations of the MUFAP, the Fund on January 12, 2017, reversed the provision of
WWF amounting to Rs. 15.093 million and started recognising provision for SWWF.

As at June 30, 2018, the provision in relation to SWWF amounted to Rs. 13.167 million (2017: Rs. 1.602 million). Had
the provision not being made, the Net Asset Value per unit as at June 30, 2018 would have been higher by Rs. 0.12
(June 30, 2017: Rs. 0.03) per unit.

12.2 As per the requirement 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 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
results 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 along-with Central Depository Company of Pakistan Limited with the
Sindh High Court (SHC) on September 04, 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 01, 2011. 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.

The Finance act 2016 excluded the mutual funds from the levy of FED with effect from July 01, 2016. therefore, no
provision is charged during the year ending June 30, 2018 and June 30, 2017.

However, since the appeal is pending in Supreme Court of Pakistan, the Management Company has made a
provision on FED on remuneration of Management Company, aggregating to Rs. 7.528 million (June 30, 2017: Rs.
7.528 million). Had the provision not being made, the Net Asset Value per unit as at June 30, 2018 would have been
higher by Rs. 0.07 (June 30, 2017: Rs. 0.13) per unit.

13. CONTINGENCIES AND COMMITMENTS

There are no contingencies and commitments outstanding as at June 30, 2018 and June 30, 2017 except as
disclosed elsewhere in the financial statements.

2018 2017
---------- (Number of Units)----------
14. NUMBER OF UNITS IN ISSUE
Total units in issue at the beginning of the year 59,251,693 20,920,392
Units issued 271,002,487 164,584,054
Units redeemed (216,674,051) (126,252,753)
Total units in issue at the end of the year 113,580,129 59,251,693
2018 2017
15. AUDITORS' REMUNERATION == (Rupees in '000)----------
Annual audit fee 220 220
Fee for half yearly review 110 110
Review of compliance with the requirements of the
Code of Corporate Governance - 45
Other certifications and out of pocket expenses 113 94
443 469
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16. TAXATION

The Fund's income is exempt from Income Tax as per clause (99) of Part | of the Second Schedule to the Income Tax
Ordinance, 2001 subject to the condition that not less than 90% of the accounting income for the year as reduced
by capital gains whether realised or unrealised is distributed to the unit holders in cash. 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. Subsequent to year end on July 4, 2018, Management Company has distributed cash dividend
of atleast 90 percent of the aforementioned accounting income to the unit holders. Accordingly, no provision for
taxation has been recognised in these financial statements.

17. EARNINGS PER UNIT

Earnings per unit (EPU) has not been disclosed as in the opinion of Management Company determination of
cumulative weighted average number of outstanding units is not practicable

18. FINANCIAL INSTRUMENTS BY CATEGORY e As on June 30, 2018 ----------—---
At fair value  Loans and Total
through profit receivables
or loss - held
for trading
Assets Rupees in '000 --------------
Balances with Banks - 10,899,252 10,899,252
Investments - 1,150,000 1,150,000
Profit receivable - 43,554 43,554
- 12,092,806 12,092,806
-------------- As on June 30, 2018 --------------
At fair value Other Total
through profit  financial
or loss liabilities
Liabilittes e Rupees in '000 --------------
Payable to the Management Company - 7,060 7,060
Payable to the Trustee - 868 868
Accrued expenses and other liabilities - 851 851
Unit holders' fund - 12,039,734 12,039,734

- 12,048,513 12,048,513

-------------- As on June 30, 2017 --------------
At fair value  Loans and

through profit receivables Total
or loss - held
for trading
Assets e Rupees in '000 --------------
Bank balances - 6,537,316 6,537,316
Investments - 637,309 637,309
Profit receivable - 20,561 20,561

- 7,195,186 7,195,186

-------------- As on June 30, 2017 --------------

At fair value Other Total

through profit  financial

Liabiliti or loss liabilities
e — Rupees in '000 --------------

Payable to the Management Company - 3,116 3,116
Payable to the Trustee - 862 862
Redeemption payable - 1,183,625 1,183,625
Accrued expenses and other liabilities - 1,387 1,387
Unit holders' fund - 5,954,130 5,954,130

- 7,143,120 7,143,120
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19. TRANSACTIONS AND BALANCES WITH RELATED PARTIES
Connected persons include HBL Asset Management Limited being the Management Company, Habib Bank Limited
being the Sponsor, Central Depository Company of Pakistan Limited, being the Trustee of the Fund, other collective
investment schemes managed by the Management Company, directors and officers of the Management Company,
directors of connected persons and persons having 10% or more beneficial ownership of the units of the Fund.

Transactions with connected persons are in the normal course of business, at contracted rates and terms
determined in accordance with market rates.

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

Details of the transactions with connected persons and balances with them, if not disclosed elsewhere in the
financial statements are as follows:

19.1 Transactions during the year

HBL Asset Management Company Limited

Issue of 2,119,510 (2017: 683,007) units 220,000 70,105
Redemption of 1,629,110 (2017: 7,315,712) units 115,300 750,389
Remuneration of Management Company 53,337 21,958
Sindh Sales Tax on remuneration of Management Company 6,934 2,855
Allocation of expenses related to registrar services,

accounting, operation and valuation services 10,561 4,375

Central Depository Company of Pakistan Limited - Trustee

Remuneration 9,607 4,541
CDC Connection charges 7 6
Habib Bank Limited - Associated Company

Return on Deposit Accounts 70,633 25,937
Directors and Executives of the Management Company

Issue of 913,621 (2017: 604,133) units 94,000 61,576
Redemption of 530,312 (2017: 461,761) units 55,041 57,770

Attock Cement Pakistan Limited - Associated Company

Issue of 239,062 (2017: Nil) units 25,000 -
Redemption of 239,062 (2017: Nil) units 25,332 -

Financial Planning Fund - Active Allocation Plan - Associated Company

Issue of 5,118,210 (2017: Nil) units 530,511 -
Redemption of 3,887,308 (2017: Nil) units 406,294 -

Financial Planning Fund - Conservative Allocation Plan - Associated Company

Issue of 2,428,577 (2017: Nil) units 251,762 -
Redemption of 1,428,587 (2017: Nil) units 150,607 -

Financial Planning Fund - Strategic Allocation Plan - Associated Company

Issue of 858,335 (2017: Nil) units 90,271 -
Redemption of 478,291 (2017: Nil) units 50,412 -
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Jubliee Life Insurance Company Limited - Associated Company
due to common Directorship

Sales of T-Bills 2,000,000 -

Maple Leaf Capital Limited - Connected person
due to holding of more than 10% units

Issue of 10,660,693 (2017:20,527,657) units 1,100,967 2,117,585
Redemption of 8,227,764 (2017: 10,772,766) units 850,000 1,179,682

Pakistan Telecommunication Company Limited - Connected person
due to holding more than 10% units

Issue of 52,743,199 (2017: Nil) units 5,534,506 -
Redemption of 38,400,062 (2017: Nil) units 4,043,196 -
19.2 Balances outstanding at the year end HBL Asset Management Limited
Outstanding 839,048 (June 2017: 348,649) units 88,941 35,035
Payable to the Management Company 5,922 2,623
Sindh Sales Tax on remuneration of Management Company 770 341
Sales load payable 313 84
Finance and operational cost 1,138 493

Habib Bank Limited - Sponsor

Bank Balances 13,521 1,283,033
Profit receivable 455 4,163
Sales load payable - 864

Central Depository Company Of Pakistan Limited - Trustee

Trustee fee payable 981 974
Security deposit held 100 100

Directors and Executives of the Management Company

Outstanding 502,978 (2017: 182,263) units 53,317 18,315

Financial Planning Fund - Active Allocation Plan - Associated Company

Outstanding 1,230,903 (2017: Nil) units 130,478 -

Financial Planning Fund - Conservative Allocation Plan - Associated Company

Outstanding 999,990 (2017: Nil) units 106,001 -

Financial Planning Fund - Strategic Allocation Plan - Associated Company

Outstanding 380,044 (2017: Nil) units 40,285 -

Maple Leaf Capital Limited - Connected person
due to holding of more than 10% units

Outstanding 11,423,931 (2017:8,991,001) units 1,210,961 903,495
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Pakistan Telecommunication Company Limited - Connected person
due to holding more than 10% units

Outstanding 14,343,137 (2017: Nil) units 1,520,403 -

20. FINANCIAL RISK MANAGEMENT
The Board of Directors of the Management Company has overall responsibility for the establishment and oversight
of the Fund's risk management framework. The Board is also responsible for developing and monitoring the Fund's
risk management policies.
The Fund's risk management policies are established to identify and analyse the risks faced by the Fund, to set
appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and
systems are reviewed regularly to reflect changes in market conditions and the Fund's activities.
The Fund primarily invests in a portfolio of money market investments, government securities and in other money
market instruments. These activities are exposed to a variety of financial risks; namely market risks, credit risks and
liquidity risks.

20.1 The Fund's activities expose it to a variety of financial risks: market risk, credit risk and liquidity risk.
Market risk

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

The Management Company manages market risk by monitoring exposure in marketable securities by following the
internal risk management policies and investment guidelines approved by the Investment Committee of the Fund
and the regulations laid down by the Securities and Exchange Commission of Pakistan.
Market risk comprises of three types of risk; currency risk, interest rate risk and other price risk.

20.1.1 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, at present, is not exposed to currency risk as its full transactions are
carried out in Pak Rupees.

20.1.2 Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market interest rates.

a) Cash flow interest rate risks
The Fund's interest rate risk arises from the balances with banks and investments. The net income for the year
would have increased/ (decreased) by Rs. 120.49 million (June 30, 2017: Rs 71.75 million), had the interest rates
on savings accounts with banks increased / (decreased) by 100 basis points.

b) Fair value interest rate risks
As at June 30, 2018 and June 30, 2017, The Fund does not account for any fixed rate financial assets and
liabilities at fair value through profit and loss account. Therefore, a change in interest rates at the reporting date
would not affect profit and loss account of the Fund.

The composition of the Fund's investment portfolio and rates announced by Financial Market Association of

Pakistan is expected to change over time. Therefore, the sensitivity analysis prepared as of June 30, 2018 is not

necessarily indicative of the effect on the Fund's net assets of future movements in interest rates.

Yield / interest 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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On-balance sheet financial instruments

Financial assets

Balances with banks
Investments

Loans and receivables
Profit receivable on bank
balances and investments

Financial liabilities

Payable to the Management Company
Payable to the Trustee

Accrued expenses and other liabilities
Unit holder's fund

On-balance sheet gap
Off-balance sheet financial instruments
Off-balance sheet gap

On-balance sheet financial instruments

Financial assets

Balances with banks
Investments

Loans and receivables
Profit receivable on bank
balances and investments

Financial liabilities

Payable to the Management Company
Payable to the Trustee

Redemption Payable

Accrued expenses and other liabilities
Unit holders' fund

On-balance sheet gap
Off-balance sheet financial instruments
Off-balance sheet gap

2018
Exposed to Yield / Interest rate risk
Upto three  More than More than Not exposed Total
months three months oneyear to Yield/
and upto one Interest rate
year risk
-------------- Rupees in '000 --------------
10,899,252 - - - 10,899,252
- 1,150,000 - - 1,150,000
- - - 43,554 43,554
10,899,252 1,150,000 - 43,554 12,092,806
- - - 7,060 7,060
- - - 868 868
- - - 851 851
12,039,734 12,039,734
- - - 12,048,513 12,048,513
10,899,252 1,150,000 - (12,004,959) 44,293
2017
Exposed to Yield / Interest rate risk
Upto three More than More than Not exposed Total
months three months  oneyear  toYield/
and upto one Interest rate
year risk
-------------- Rupees in '000 --------------
6,537,316 - - - 6,537,316
- 637,309 - - 637,309
- - - 20,561 20,561
6,537,316 637,309 - 20,561 7,195,186
- - - 3,116 3,116
- - - 862 862
- - - 1,183,625 1,183,625
- - - 1,387 1,387
5,954,130 5,954,130
- - - 7,143,120 7,143,120
6,537,316 637,309 - (7,122,559) 52,066
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20.1.3 Price risk

Price 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 prices (other than those arising from interest 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. Currently, the Fund does not hold any security which exposes the Fund
to price risk.

20.2 Credit risk

Credit risk represents the risk of a loss if the counter parties fail to perform as contracted. The Fund's credit risk is
primarily attributable to its investment in debt securities, loans and receivables and bank balances. Risks
attributable to investments in Market Treasury Bills is limited as these are guaranteed by the Federal Government
while bank balances are maintained with banks with a reasonably high credit rating.

The maximum exposure to credit risk before considering any collateral as at June 30, 2018 is the carrying amount
of the financial assets.

The analysis below summarises the credit quality of the Fund's bank balances and Investments as at June 30, 2018
and June 30, 2017:

Balances held by the Latest available published

Name of Bank / Institutions Fund as at June 30, 2018 rating as at June 30, 2018 Rating agency
Balances with banks by rating category
Bank Alfalah Limited 3,546 AA+ JCR-VIS
Bank Al Habib Limited 73 AA+ PACRA
Habib Metropolitan Bank Limited 719 AA+ PACRA
Habib Bank Limited 13,522 AAA JCR-VIS
Allied Bank Limited 10,330,872 AA+ PACRA
NIB Bank Limited 694 AA- PACRA
United Bank Limited 275 AAA JCR-VIS
Samba Bank Limited 29 AA JCR-VIS
Zarai Taraqgiati Bank Limited 541,707 AAA JCR-VIS
JS Bank 7,277 AA- PACRA
Sindh Bank Ltd 538 AA JCR-VIS
10,899,252
Letter of placement
Pak Brunei Investment Company Ltd 1,150,000 AA+ JCR-VIS
. Balances held by the Latest available published .
Name of Bank / Institutions Fund as at June 30, 2017 rating as at June 30, 2018 Rating agency
Bank Alfalah Limited 7 AA+ JCR-VIS
Bank Al Habib Limited 72 AA+ PACRA
Habib Metropolitan Bank Limited 408 AA+ PACRA
Habib Bank Limited 1,283,033 AAA JCR-VIS
Allied Bank Limited 2,556,300 AA+ PACRA
Faisal Bank Limited 107 AA JCR-VIS
NIB Bank Limited 8,238 AA- PACRA
United Bank Limited 24 AAA JCR-VIS
Samba Bank Limited 28 AA JCR-VIS
Zarai Taraqgiati Bank Limited 2,689,086 AAA JCR-VIS
JS Bank Limited 13 AA- PACRA
6,537,316
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Concentration of credit risk

Concentration of credit risk exists when changes in economic or industry factors similarly affect groups of
counterparties whose aggregate credit exposure is significant in relation to the Fund's total credit exposure. The
Fund's portfolio of financial instruments is mainly concentrated in government securities and bank balances while
the remaining transactions are entered into with diverse credit-worthy counterparties thereby mitigating any
significant concentration of credit risk to counterparties other than the government.

20.3 Liquidity risk

Liquidity risk is the risk that the Fund may not be able to generate sufficient cash resources to settle its obligations
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 cash redemptions, if any, 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, without incurring unacceptable losses or risking
damage to the Fund's reputation. Its 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.

The Fund has the ability to borrow in the short term to ensure settlement. The maximum amount available to the
Fund from the borrowing would be limited to fifteen percent of the total net asset value of the Fund at the time of
borrowing and shall be repayable within 90 days. The facility would bear interest at commercial rates and would be
secured against the assets of the Fund. However, during the current year no borrowings were made by the Fund.

In order to manage the Fund's overall liquidity, the Fund also has the ability to 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. However, no such instances were
witnessed by the Fund during the current year.

The table below analyses the Fund's financial liabilities into relevant maturity groupings based on the remaining
period at the reporting date to the contractual maturity date. The amounts in the table are the contractual
undiscounted cash flows.

2018
Upto three More than More Total
months three months than one
and upto year
one year
-------------- Rupees in '000 --------------
Liabilities
Payable to the Management Company 7,060 - - 7,060
Payable to the Trustee 868 - - 868
Accrued expenses and other liabilities 851 - - 851
8,779 - - 8,779
Unit Holder's Fund 12,039,734 - - 12,039,734
2017
Upto three More than More Total
months three months than one
and upto year
one year
-------------- Rupees in '000 --------------
Liabilities
Payable to the Management Company 3,116 - - 3,116
Payable to the Trustee 862 - - 862
Redemption payable 1,183,625 1,183,625
Accrued expenses and other liabilities 1,387 - - 1,387
1,188,990 - - 1,188,990
Unit Holder's Fund 5,954,130 - - 5,954,130
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21 FAIR VALUE AND CATEGORIES 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 and 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.

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 reporting date. The quoted market price 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.

International Financial Reporting Standard (IFRS) 13, "Fair Value Measurement" 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).

- Inputs for the asset 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 :

June 30, 2018
Carrying amount Fair Value
Other
financial
Available Loansand assets/
-for-sale receivables liabilities  Total Level 1 Level 2 Level 3 Total
On-balance sheet financial instruments (Rupees in '000)
Financial assets not measured at fair value 211
Bank balances 5 - 10,899,252 - 10,899,252
Profit receivable - 43,554 - 43,554
Loans and receivable 1,150,000 - 1,150,000
12,092,806 - 12,092,806
Financial liabilities not measured at fair value 211
Payable to the Management Company - - 7,060 7,060
Payable to the Trustee - - 868 868
Accrued expenses and other liabilities - - 851 851
Unit holder fund 12,039,734 12,039,734

- 12,048,513 12,048,513
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June 30,2017

Carrying amount Fair Value
Other
financial
Available Loansand assets/
-for-sale receivables liabilities Total Level 1 Level 2 Level 3 Total

(Rupees in '000)
On-balance sheet financial instruments

Financial assets not measured at fair value 211
Bank balances 5 - 6,537,316 - 6,537,316
Profit receivable - 20,561 - 20,561
Loans & receivable - 637,309 - 637,309
7,195,186 - 7,195,186

Financial liabilities not measured at fair value 211
Payable to the Management Company - - 3,116 3,116
Payable to the Trustee - - 862 862
Payable against redemption of units - - 1,183,625 1,183,625
Accrued expenses and other liabilities - - 1,387 1,387
Unit holder fund - - 5,954,130 5,954,130
7,143,120 1,188,990

21.1 The Fund has not disclosed the fair values for these financial assets and financial liabilities, as these are either short

term in nature or reprice periodically. Therefore, their carrying amounts are reasonable approximation of fair value.
21.2 Valuation techniques

For level 1 investments at fair value through profit or loss - held for trading investment in respect of Treasury Bills,
Fund uses rates which are derived from PKRV rates at reporting date per certificate multiplied by the number of
certificates held as at year end.

21.3 Transfers during the year

During the year ended June 30, 2018, there were no transfers between level 1 and level 2 fair value measurements,
and no transfers into and out of level 3 financial instruments.

22. UNIT HOLDERS' FUND RISK MANAGEMENT

The unit holders' fund is represented by redeemable units. These units are entitled to distributions 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 in the Statement of Movement in Unit Holders' Fund. The Fund has no restrictions on the
subscription and redemption of units except for maintaining minimum fund size of Rs.100 million at all times.

The Fund's objectives when managing unit holders' fund are to safeguard its ability to continue as a going concern
so that it can continue to provide returns to unit holders and to maintain a strong base of assets under
management.

In accordance with the risk management policies, the Fund endeavours to invest the subscriptions received in
appropriate investments while maintaining sufficient liquidity to meet redemption requests, which would be
augmented by short-term borrowings or disposal of investments where necessary.

23. TOP TEN BROKERS / DEALERS BY PERCENTAGE OF COMMISSION PAID
Top ten brokers during the year ended June 30, 2018

1 Bright Capital (Pvt) Ltd

2 Paramount Capital (Pvt Ltd

3 Arif Habib Ltd

4 EFG Hermes Pakistan Limited

5 Invest Capital Markets Ltd

6 BMA Capital Management Limited
7 Pearl Securities Ltd

8 Optimus Markets (Pvt) Ltd.

9 Next Capital Limited

10 Vector Capital (Pvt) Ltd
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Top ten brokers during the year ended June 30, 2017

Invest Capital Markets Limited

Icon Securities (Private) Limited
Magenta Capital (Private) Limited
Bright Capital (Private) Limited

Pearl Securities Limited

Optimus Markets (Private) Limited
Next Capital Limited

Invest One Markets (Private) Limited
Vector Capital (Pvt) Ltd.

10 BIPL Securities Ltd.

CoONOOTUE,WNE

24. PARTICULARS OF THE INVESTMENT COMMITTEE AND THE FUND MANAGER

Details of members of the Investment Committee of the Fund as on June 30, 2018 are as follows:

|S.no. | Name Designation | Qualification | Experience in years
1 Farid Ahmed Khan Chief Executive Officer CFA, MBA 25+
2 Muhammad Imran Chief Investment Officer MBA (Finance) 18+
3 Faizan Saleem Head of Fixed Income MBA (Finance) 10+
4 Noman Ameer Manager Risk MBA (Finance) 11+
5 Sateesh Balani Head of Research CFA, MBA 7+
25. PATTERN OF UNITHOLDING
2018
Numb.er of Numb.er Unit holding Percentage
unit of units . .
or investment investment
holders held
amount
-------------- Rupees in '000 --------------
Individuals 757 12,119,137 1,284,654 10.67%
Associated Companies and Directors 6 3,926,004 416,165 3.46%
Insurance Companies 6 1,448,449 153,539 1.28%
Retirement Funds 18 3,107,499 329,401 2.74%
Trust 5 2,197,805 232,972 1.94%
Others 39 90,781,235 9,623,003 79.91%
113,580,129 12,039,734 100.00%
2017
Numbgr of Numper Unit holding Percentage
unit of units . .
holders held  ©F investment  investment
amount
-------------- Rupees in '000 --------------
Individuals 303 6,594,412 662,664 11.13%
Associated Companies and Directors 2 472,127 47,443 0.80%
Insurance Companies 4 318,170 31,973 0.54%
Retirement Funds 6 646,433 64,959 1.09%
Trust 2 365,913 36,770 0.62%
Others 24 50,854,638 5,110,320 85.83%
59,251,693 5,954,130 100.00%
26. ATTENDANCE AT MEETINGS OF THE BOARD OF DIRECTORS OF THE MANAGEMENT COMPANY

Five meetings of the Board of Directors were held on August 25, 2017, October 27, 2017, November 23, 2017,
February 26, 2018 and April 23, 2018 respectively. Information in respect of the attendance by the Directors in the
meetings is given below:
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HBL Cash Fund

Notes to the financial statements
For the year ended June 30, 2018

Number of meetings

S.No. Name of Director Held Attended | Leave granted Meetings not attended
1 Mr. Agha Sher Shah* 2 2 0 -

2 Mr. Farid Ahmed Khan 5 5 0 -

3 Ms. Ava A. Cowasjee 5 3 2 November 23, 2017 & April 23, 2018
4 Mr. Rayomond H. Kotwal 5 5 0 -

5 Mr. Rizwan Haider 5 4 1 October 27, 2017

6 Mr. Shabbir Hussain Hashmi? 1 1 0 -

7 Mr. Shahid Ghaffar? 2 1 1 February 26, 2018

8 Mr. Nadeem Abdullah* 4 4 0 -

9 Mr.Towfiq Habib Chinoy?® 3 3 0 -

10  Mr.Salahuddin Manzoor® 3 3 0 -

1 Appointed on November 23, 2017.

2 Appointed on February 26, 2018.

3 Appointed on December 04, 2017.

4 Resigned on February 26, 2018.

5 Resigned on November 23, 2017.

6 Resigned on November 30, 2017.

27. TOTAL EXPENSE RATIO

In accordance with the Directive 23 of 2016 issued by the Securities and Exchange Commission of Pakistan, the total
expense ratio of the Fund for the year ended June 30, 2018 is 0.96% (2017: 0.88%) which includes 0.26% (2017:
0.16%) representing Government Levy and SECP fee.

28. NON ADJUSTING EVENT AFTER REPORTING DATE

The Board of Directors of the Management Company in its meeting held on July 4, 2018 has proposed a variable
final cash distribution of upto Rs. 5.25 per unit amounting to PKR 277.114 million as cash dividend and Rs. 319.181
million as refund of capital. The financial statements of the Fund for the year ended June 30, 2018 do not include
the effect of the final distribution which will be accounted for in the financial statements of the Fund for the year
ending June 30, 2019.

29. DATE OF AUTHORIZATION FOR ISSUE

These financial statements were authorized for issue on August 31, 2018 by the Board of Directors of the
Management Company.

30. CORRESPONDING FIGURES
Corresponding figures have been rearranged or reclassified, where necessary, for the purpose of better
presentation. No significant rearrangement or reclassification was made in these financial statements during the
current year.

31. GENERAL

Figures have been rounded off to the nearest thousand Rupees.

For HBL Asset Management Limited
(Management Company)

Chief Financial Officer Chief Executive Officer Director
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NAME OF FUND IHBL Multi Asset Fund
NAME OF AUDITORS Deloitte Yousuf Adil, Chartered Accountants.
NAME OF TRUSTEE Central Depository Company of Pakitan Limited
NAME OF BANKERS Habib Bank Limited

Allied Bank Limited

JS Bank Limited

MCB Bank Limited
Zarai Tarakiyati Bank Limited
Sindh Bank Limited

Annual Report-2018



FUND MANAGER’S REPORT —

HBL MULTI ASSET FUND
As at June 30, 2018

Type and Category of Fund

Open end Balanced Fund

Investment Objective and Accomplishment of Objective

The objective of the Fund is to provide long-term capital growth and income by investing in multiple asset classes such as
equity, equity-related instruments, fixed-income securities, continuous funding system, derivatives, money market
instruments, etc.

Benchmark and Performance Comparison with Benchmark

The Fund’s benchmark is weighted average daily return of KSE100 and 6M average PKRV rates based on the actual proportion
of investment in Equity and Fixed Income/Money Market component.

The comparison of the fund return with benchmark is given below:

Month Benchmark Return of Fund Ki&F o Esncheman
Jun -18 -1.05% -0.55% ui=w S eme——
May - 18 -3.16% -2.38% s
Apr -18 0.14% -0.18% e
Mar - 18 3.28% 3.38% L
Feb -18 -0.91% -1.32% .
Jan -18 5.25% 5.98% e,
Dec -17 0.69% 0.36% e
Nov -17 0.76% 1.08% it
Oct - 17 -3.60% -3.56% ik
Sep -17 1.86% 0.73% o -
Aug -17 -6.36% -8.07% ' I P 5 \ ! 1 \
Jul -17 -0.51% -1.25% . i

Strategies and Policies employed during the Year

During the year under review the Fund has reduced its exposure in equity securities from 64% as at June 30, 2017 to 53% as
on June 30, 2018. The Fund gradually increased its exposure in debt securities from 7% to eventually 9% in same period.
However, the Fund was invested more in Cash/placements with banks/DFls as safe heavens.

Furthermore, sector wise allocation was continuously reviewed and revisited throughout the year to ensure optimum return
to the investors. Accordingly, exposure in Automobile assemblers and Cement was reduced; however exposure in Power
Generation & Distribution, Oil & Gas Marketing, Commercial Banks, Oil & Gas Exploration and Fertilizers was increased.

Asset Allocation

e o T e L] = B b S
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Significant Changes in Asset Allocation during the Year

Following table shows comparison of sector wise allocation of equity investments of Fund as on June 30, 2017 and June 30,
2018:

Sector Name As on Jun 2018 As on Jun 2017
Cash 35.02% 19.80%
TFCs 9.48% 6.98%
Others Including Receivables 2.35% 0.72%
Commercial Banks 14.98% 9.04%
Oil & Gas Exploration Companies 13.32% 9.53%
Fertilizers 6.79% 3.84%
Oil & Gas Marketing Companies 4.41% 5.30%
Power Generation & Distribution 2.73% 3.36%
Others 10.92% 33.19%
Total 100% 100%

Fund Performance

The Fund incurred a total and net loss of Rs. 15.97 million and Rs. 41.66 million respectively during the year ended June 30,
2018. The ex-dividend Net Asset Value (NAV) per unit of the Fund was Rs 112.0924 per unit as on June 30, 2017. The NAV of
the Fund was Rs 105.0519 per unit as on June 30, 2018, thereby giving a negative return of 6.28%. During the same year the
benchmark index (Weighted average daily return KSE 100 and 6 Month PKRV rates) yielded a negative return of 4.08%. The
size of Fund was Rs 0.32 billion as on June 30, 2018.

Review of Market invested in
Money Market Review

Interest rate cycle reversed in FY18 as central bank focus diverted towards containing rising twin deficits and in anticipation of
increase in inflation due to lack of fiscal discipline in election times. During the year, secondary market yields of 3, 5 and
10-year PIBs increased by 180, 171 and 86 bps respectively while yields of 3, 6 and 12 month T-Bills increased by 79, 90 and
116 bps respectively. Government of Pakistan raised only PKR 96bn through the PIB auction against a target of PKR 900bn as
eight PIB auctions were scrapped in the year due to lack of interest. The last cut-off yields stood at 7.5000%, 8.4795% and
8.6999% p.a. for 3, 5 and 10-year PIBs respectively. Overall trading in longer tenures remained lackluster due to market
participants’ consensus of increase in interest rates.

During FY18, Government retired PKR 77bn from scheduled banks against borrowing of PKR 179bn during same period last
year due to multiple scrapped PIB Auctions. Meanwhile, Government borrowing from SBP increased by PKR 1,439bn during
the period against PKR 908bn during same period last year. Government largely managed its borrowing requirements through
domestic sources, and raised PKR 16,894bn via T-bills (excluding NCB) compared to the cumulative target of PKR 16,925bn and
maturities of PKR 15,971bn. In the last T-Bill Auction held in Jun-18 no amount was accepted in the 6 and 12 month T-Bills. The
cutoff yield was 6.7596% for the 3 month T-Bills. SBP increased the policy rate by 25bps in January and a further 50bps in May
to 6.50% to control aggregate demand and the current account deficit. Since then the SBP has further increased policy rate by
100bps in Jul-18 MPS. Going forward, we foresee another interest rate hike of 50bps in the calendar year on the back of
increasing inflation expectation and sustainability of current account risks.

Stock Market Review

Pakistan Equities witnessed a topsy-turvy ride during outgoing year with disappointing foreign flows (after MSCI upgrade),
political uncertainty following the ouster of ex-PM, macroeconomic challenges and ongoing speculation about the upcoming
general elections.

KSE100 Index shed by 4,654 points to close at 41,911 points, reflecting a decline of 10%. Despite market expectation of strong
foreign inflows following Pakistan’s inclusion in the MSCI Emerging Markets, foreign investors continued to remain net sellers
and sold stocks of worth USD289mn. Within local investors, insurance companies and corporates bought equities of
USD204mn and USD100mn respectively while Mutual funds divested equities of USD35mn during the year. On the political
front, Ex-Prime Minister Nawaz Sharif was disqualified by Supreme Court in Jul-17 which further marred investor sentiment.
Moreover, economic concerns increased due to rising twin deficits followed by stringent policy measures by policy makers
(16% PKR depreciation and 75bps increase in interest rates).
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The Cement and Banking sector led the rout in the benchmark index, causing attrition of 2,288 points and 1,083 points
respectively. Decline in cements was caused owing to the fears of a price war in the segment as upcoming expansions could
lead to an oversupply situation particularly in the Southern region as can be grasped from price performance of DGKC and
LUCK which fell 44% and 37% YoY respectively. In the banking sector, large banks caused underperformance where HBL, UBL
and NBP fell 37%, 23% and 20% owing to regulatory concerns, pension and other legal issues. Meanwhile mid-tier banks
outperformed the index buoyed by rising interest rate environment which is expected to lead to margin expansion.

Oil & Gas Exploration and Production sector defied overall trend during FY18 and posted strong gains where the sector
contributed 1,628 points to the market owing to 66% increase in International Qil Prices and 16% PKR depreciation. The
outperformance was led by POL and PPL posting returns of 58% and 53% against SPLY.

Going forward, we expect Pakistan equities to rebound with restoration of political stability (after General Elections), gradual
improvement in macroeconomic trends and potential revival of foreign investor interest after steep PKR depreciation.
Moreover, we highlight that Pakistan market’s discount to emerging as well as frontier peers has increased to 30% and 28%
against 5-year averages of 25% and 19% respectively reflecting a good entry point.

Distribution

The Board of Directors approved NIL distribution to the unit holders for the year ended June 30, 2018.

Significant Changes in the State of Affairs

There were no significant changes in the state of affairs during the year under review.

Breakdown of Unit Holding by Size

From — To N umber of Unit Total Number of Units

(Number of units) Holders Held
1 - 100 11 505
101 - 500 33 7,178
501 - 1,000 12 8,877
1,001 - 10,000 32 154,627
10,001 - 100 ,000 38 877,908
1,000,001 - 5,000,000 3 677,919
500,001 - 1,000,000 - -
1,000,001 - 5,000,000 1 1,358,343
5,000,001 and above - -
Total 130 3,085,357

Unit Splits

There were no unit splits during the year.

Circumstances materially affecting the Interest of Unit Holders
Investments are subject to market risk.

Soft Commission

The Management Company from time to time receives research reports and presentations from brokerage houses.
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PERFORMANCE TABLE

HBL MULTI ASSET FUND
As at June 30, 2018

Net assets at the period end (Rs'000)

NET ASSETS VALUE PER UNIT AT 30 JUNE - RUPEES
Redemption
Offer

OFFER / REDEMPTION DURING THE PERIOD - RUPEES
Highest offer price per unit

Lowest offer price per unit

Highest redemption price per unit

Lowest redemption price per unit

RETURN (%)

Total return
Income distribution
Capital growth

DISTRIBUTION

Final dividend distributation (Rs)
Date of Income Distribution
Total dividend distribution for the year/ period (Rs)

AVERAGE RETURNS (% )

Average annual return 1 year
Average annual return 2 year
Average annual return 3 year

PORTFOLIO COMPOSITION - (%)
Percentage of Total Assets as at 30 June:

Bank Balances

Placements with Banks & DFls
TFC

Stock/Equities

Government Securities
Others Including receivables

Note:
The Launch date of the Fund is December 14, 2007

Disclaimer:

Past performance is not necessarily indicative of future performance and unit prices and investment returns may go down, as well as up.
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2018

324,123

105.0519
107.4261

114.9534
98.0981
112.4129
95.9301

-6.28%

-6.28%

-6.28%
5.34%
5.54%

35.03%
0.00%
9.48%

53.14%
0.00%
2.35%

2017

966,784

112.0924
114.6255

129.2935
100.7466
126.3704

98.5200

18.40%
4.00%
14.40%

4.00
20-Jun-17
4.00

18.40%
11.99%
9.57%

19.79%
8.24%
6.98%

64.27%
0.00%
0.72%

2016

765,506

98.0474
100.6406

105.6329
90.7024
102.9111
88.3653

5.89%
2.50%
3.39%

2.50
27-Jun-16
2.50

5.89%
5.36%
6.99%

3.00%
5.00%
0.00%
66.00%
23.00%
3.00%

2015

767,249

94.9833
97.5175

103.4804
91.2704
100.7913
88.8986

4.83%
5.10%
-0.27%

5.10
30-Jun-15
5.10

4.83%
7.54%
17.56%

7.00%
0.00%
5.00%
63.00%
24.00%
1.00%

2014

743,692

95.4504
98.7349

131.3042
97.4165
127.8631
94.8635

10.24%
29.80%
-19.56%

29.80
27-Jun-14
29.80

10.24%
23.92%
20.17%

14.00%
0.00%
6.00%

52.00%

13.00%

15.00%

2013

571,607

116.7121
119.8531

124.0914
88.7903
121.6582
87.0493

37.60%
15.50%
22.10%

15.50
8-Jul-13
15.50

37.60%
25.14%
24.61%

8.00%
0.00%
5.00%
66.00%
20.00%
1.00%




PROXY VOTING DISCLOURE

As at June 30, 2018

Summary of Actual Proxy voted by CIS

HBL Energy Fund Meetings Resolutions For Against
Number 5 9 9 -
(%ages) 100% 100% -

(h)  AMCdid not participate in shareholders' meetings

Investee Company AGM Meeting Dt EOGM Meeting Dt
Amreli Steels Limited 25-10-2017 5-7-2018
Cherat Cement Company Ltd. 16-10-2017 N-A
Crescent Steel & Allied Products Ltd 17-10-2017 29-1-2018
DG Khan Cement Ltd 28-10-2017 N-A
Engro Polymer & Chemicals Ltd 29-3-2018 2-7-2018
Hub Power Company Ltd 10-5-2017 22-6-2018
Indus Motor Company Limited 10-6-2017 N-A
International Industries Ltd 28-9-2017 21-5-2018
International Steels Limited 26-9-2017 N-A
Lucky Cement Ltd (25-09-2017)(28-11-2017) N-A
Mari Petroleum Company Ltd 26-9-2017 N-A
MCB Bank Ltd 27-3-2018 2-10-2018
Mughal iron & Steel 28-10-2017 N-A
Millat Tractors Limited 27-10-2017 N-A
Nishat Mills Ltd 28-10-2017 28-3-2018
Oil & Gas Development Co Ltd 24-10-2017 N-A
Pakistan Qilfields Ltd 19-10-2017 N-A
Pakistan State Oil Company Ltd 20-10-2017 N-A
Pioneer Cement Limited 26-10-2017 N-A
Service Industries Ltd 30-4-2018 28-7-2017
Sui Northern Gas Pipeline Ltd 27-11-2017 N-A
The Searle Company Ltd 27-10-2017 31-7-2017

Annual Report-2018



CERTILGL BEPOSIT O COMPARY
CIF PARTRT AN LiliTED

Mmaid Orffiga
Ci Howaee, "WENL, ok ™
LS b T Wal Wabra-eddngl
i | TAA00 . Pgkialan

Fil) g%l ) TR, 1140

an PHETPY DAA2B0Z0 - 18

ML e L pak i lamr —=m
Gl BT LaeT)

2 &R

TRUSTEE REPORT TO THE UNIT HOLDERS
HBL MULTIASSET FURD

Report of Lhe Truster parsiant do Regulition 410} and Clanse 8 of Schedube ¥ o0 the Noo-
Ranking Finonce Compantes spd Notified Fnbiey Regulations, 21H0S

We. Cemml Depositery Company of Paldstan Limited, being the Trustee of HEL Mulii Asset
Faind (1he Fusd) ard ol the opinion thar FBL Asol Manngement Linrised bemg the Momagemenr
Compazy of the Fiend has inall material pespeety insnagid dhe Fusd during the veur edisl June
301, 201§ i sceordamee with the: provisinig of the Gl lowang:

il Lammintions bmposed s the mvestment posems ol the Matigement Ciaagpuyy, under
the comstihiive documetis of the Fund!

(] The prcmg. meusnce amd redempiiom of toits age camied oot 10 sccordance with tie
requitoments of the constensive documents of the Fund. and

(i} The Sin-Banking Finance Compmnies ( Extefblahiment aul Repulogiond) Rides, 2068,
thet M- Banking Flrence Companles and Notified Exiities Regulaieme, 2008 and e
consiilutive documopis of the Fund

O ——1
Afmb Abmed Do
(CheeT Exscutive Ofior
Ceniral Denas ey Clmgpnny o FPakiptan [ mibed

Kuruchi. Sepigmtber L8, 2018
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Dliar il fceastants

Eaih Casrl &0, Hinex T & B
ETHELL bhatralied alisd
Eprachi-705d

Fazivted

. T oL T M ET
INDEPENDENT AUDITONS' REPORT TO Faa 52 01 HEE N0
THE UNIT HOLDERS OF HEL MULTT ASSET FUND .. jwisitre.come

Aeport on the Audlt of the Elnancis| Stotements
Opinlan

Whe have sudited e fnancal ststamants of HEL Mult Ssest Fund [the Fund), which comprise the statement
of mysety and Rabfities an ot June 30, 2018, pnd the related income statarment, statamant of comprubanslve
Ingoema, statement of movement In unit hoidars” fund and cash Bow staloment far the yesr than ended,
and nates to the Brandsl statarmants; Including a surmmeey of sigalficant accourting pollcies,

in our spinlan, the scoamapanying fnantial sisiemaps glve a true and far viaw of tha Anancial position of
thie Fungd =8 8 Jens 30, D, und of s financal perfarmancs; cash Aows and gansactions for the yeapf
then ended in accordance with atcounting snd reporting standards #s applicabse In Pakigtan,

Basis for Opinian

Wa conducied gur audit in pocordance with Intwmationsl Standards on Awditing (15Aa) as spplicable in
Amklatan. Dw respoisibibties urder thase standards am further described in the duditor's fessonsiEilies
far the Audil of the Financlsl Stafamants saction of cur repert. We are independent of the Fund and
Mensgemant Company In seeordancs with the Tnbbraationnl Ethles Standerds Board for Accowntants” Code
af Ethics for Profecvionsl Accountants ([ESAA Code) e adepisd by the Institute of Chartared Accountasnts
of Paklstan together with the ethicol reguiremants thot ang relevant ba our sulit of the flinsnelsl stataments
i Pakitan, snd we hede fulfiled cur othar ethical respoisibllities in accordance with théss reiuirsments
gl the IESHA Coda. We beflev that the sudil gvidonce we have obtained ln sulficient and appropriate Lo
privvicie & basss far our opink).

Koy Audit Matiers

Kay auss matters are those matiors that, In owr professional Judgment, ware af mast signifcnmes In our
wunhit of the Rnanclal statements of the curmant period. Thess metters 'wer= nddressed in the contExk af our
Eudit of e Anancls) stabements as & whala; and in forming gur opinion therean, and we do Aot provide a
g=parate apinfah an these MEtiers.

£ Mo Moy audit matters Hnw!h.mulnwi!_mln
i Valuntion and existence of |nvestmants
We perfarmmed the folbpeing sisps
Ay dissicmed bn nabe & b b Minanelel aiatsrments; guring dur sudit of ifvestrments;
Inwastmants amounted o 84 211150 milllen = et
lipne 30, 3018, «  Fie Beter enuily seculitie
indepandent peating of wsieations by
Thesa knvestments repreaent i slgnificant llem an ining e qranked macke: prices from
the statement of assatn snd (labilities, The Fund th-lu Palostan sm-:t qugﬂmﬂm
imvests prinelpaity in Deted squity securities and oy w'“'”'r'"“ 'mn“"“m'“ I
by finnce caiichle. Thelr Valetion and bty
existence s B gignificant aren during our sudle I FRAOIEE ‘
Thers i@ risk that approgriste quoted prices may Deponitory Cormpany (CDC) accaune
mot be used to determing fair vadue. i
T,
PP
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Tralaites Fuusd Radly
l_.h.mll_m

B Ho.

Key sudit matters

Hew the matters ware addressed
sair mudiy

Furthar, the fund may hayve nclutsd Imestmants in
g financial statemmenty which wire sat awned by
rit.

« For torm fAnance creiffcales:
inidapentant testing of vaiusliong By
ugirg thi rakes determined by the
Mutwal Fund Association of Pakkzinn
and maswring the existemee of
numiber of cortificates by comosding
he inberral resards with COC
RECCAIRE TRCEINDE;

= perfprming purchases and S8les
tasting on a tample of trited made
dusring the yeor to abtain evidence
regarding mawurent of
speiritiageartMentas during fss
yaar; and

= By difprances ldenbfiemd during ous
EEsting At wWere over our
noceptabln thrashold were
Inastigamd further-

Tmpairment of availabie for =aie imvestmants

The Fund invests a sigrificant portian of 1t Funds In
Firarcial imtruments that commrae vpdsbie for s3ls
investmens In eguity sacurities. These Investments
are maasured st fafr value with the corresponding
fadr walue changes recogrizad 0 other
camprehansive income. The valuotion s performed
by the Management Company using the guoted
ket prices at the Pakistar Stock Exchange.

The Mansgament Campany En Ienpairmsnt
reilesy af o4 svisilabie for sale Grvestments ok esth
reporting date ead recenls imparmant charge when
thers han besn & significant or prelonged decline in
the Tair value af lnvestments balos thair cost. In

determening L op "profangad’, Managemont
Company evaluaten, among otheér factiers, hgtoricasi
share price moverments and the ducation sad extant
1 which the falr walue of an imdestment s less than
|5 cost.

There la 8 rish nlgh degree of jutgemenl invaliead n
detarmining 'sgnificant’ or ‘projonged” decling in
walug of Investmants sl the memilting impairment
charge.

-tusting o0

in awdibng the impairment of avalkebin
For safe munatments, we obaised
upderstanding of the processas and Key

Bedinian, we parfarmed valuatian
Investrmants hedd = 8t lune

0, 018, mdmd” th: :umndw‘ i

imgatemant pallcy, an

atlequEcy of Impairmant change on

I'n'lf.lml'hrﬂh irvesirnenty & yesr-

endl.

The Fund's discinsuros related to
fnanclsd mwvestmenos pre inciyded i
nate-f.

whmm.pﬂﬂ:]rw;mmif_
amendm=nts in Nan-Barnking Fimanca
muummnmﬁﬂm

In ordar to address the matinr we
RAwe:

= Hald discoeckans mu-mw
reganding tha pmendmants mads i)
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ETRICE T ]

5. Mo Koy mudit makt Huziw thia m.ﬂ:ﬂr:-m:dﬂrmtd in
As disslosed In note 4.7, o the Aipanciel siEfemants; the HOFC Faguiptiong, tha
on August 03, 3017, SECP Esusd SAO no. charges reguined In the fnencial
TSE(11/ 2087 wheiely certaln amendments were stalemants and how W Frsiems
rrade In the Mon-Badking Firance Companies and wigre updated o caber fur tha
hokifled Entties Regulation, 2008 (the MBFC arnendmients;

Regulations). Such nmandmants Introduced

definitien of Bamank of Income; and mquimd certain Obtnined sccount holder wise

afditianal discleauras In meome statsment and mravomant of all unit hofderd of the
staterment of mavement in ualt oiders’ femd Fund and for o sample of unit
together with removal of requirement to present hokdera, varifed the novamant (n
distributich statament separatzly, terms of units and vl [Including
net agEnt walue per unlg) by checking
The shayomentionad smandmaents requiry supporting doodmants to etdure-that
atgnificent changss In the caloulstion, secounting, alsmant of Incoma ane Income
pregentation mhd disciteure af the ‘Tlament of slrasdy pald on units radesmed I8
Incame” i the financlal stntemsits, which have sceurats, Alan prepeved guantitative
been npplied s a change in acoounting palicy reconclllatich of units resaried; sad

mmw im acconiants with the clerification
by thie Securitias and Bochargs Commisslon | »  Checked adeguncy of presentetian

of Pakistan, Considaring the signifcance of tha ond disclosirn regu
aliers Faoiars, we haye ireabed thess chenges & Incliading element of Income It In Ehe
Foey Al Makser franclsl statemants as par the
af Schadula W of the
MEFE Regulations.

Information Other than the Financial Statements and Auditor’s Report Thersan

Mansgemant Company 1§ responsile for the other formation, The oifer Information comprises. the
infermation Inclsded in the annoal repert, but doos oot includs the financial statements snd our suditors
report Mersan,

Cur opinien an the financial stetsmects (doss mat cover the ather [aformathon and we do not mEprmes any
form of ssurance conclusion thareon,

In capnection with our sudic of the Arencial stetementa, our responalblizy I8 b read Hee other Infarmation
ond, In doing. 35, constder whether the other infarmation B matenally inconsistent with tha financial
siatements or pur knowiedpe ohtalngd in the sudlk oF otherwise sppears to be materislly misstatea, I,
basad on the work wa have performed, we conclude that there iz & msterisd misstatement of this othar
informetion, we are required to report that fect. We have nothing to report bn this regard.

Respansibilfties of Mansgemant Company and Thoeos Charged with Sovernance for the Pinancial
Statementy

Managament Company Is responsitile for te preparatian and falr predentation af the Ananclal statemmts
in secordanca with aceounting and reporting standards ag applicable ih Pakigten, and For guch internal
control Ba the Mapagemant Company debormines. v neceseary to gnable the preparation of fnanoal
statemaents thot are free from matedal misststsmant, whathar dus o frewd o greoe.

in preparing the fnsncisl stetoments, Mansgement Cosmpany i responalbie for assessing the Flund's abiity
i cnnbaue a5 & pobng concarm, disclosing, @5 applicable, matters relet=d to golng concerm and wsing the
golng concemn baslg of accounling unizss Managesmant Company sithar intends |6 Fqoidate the Fund or b
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HBL Multi Asset Fund

Statement of Assets and Liabilities
As at June 30, 2018

2018 2017
Note = - (Rupees in '000)----------
Assets
Bank balances 5 118,090 194,333
Investments 6 211,150 781,227
Dividend receivable and accrued mark-up 7 1,216 3,616
Receivable against sale of investment 3,216 -
Advances and deposits 8 3,480 3,480
Total assets 337,152 982,656
Liabilities
Payable to the Management Company 9 703 1,881
Payable to the Trustee 10 65 180
Payable to Securities and Exchange Commission of Pakistan 11 510 749
Accrued expenses and other liabilities 12 11,751 13,062
Total liabilities 13,029 15,872
Net assets 324,123 966,784
Unit holders' fund (as per statement attached) 324,123 966,784
Contingencies and commitments 15
------- Number of units -------
Number of units in issue 16 3,085,357 8,624,879
------------ Rupees ------------
Net assets value per unit 4.8 105.0519 112.0924
The annexed notes 1 to 33 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial Officer Chief Executive Officer Director
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HBL Multi Asset Fund

Income Statement
For the year ended June 30, 2018

2018 2017
Note =~ = - (Rupees in '000)----------
Income
Mark-up / return on investments 13 5,812 11,876
Mark-up on deposits with banks 14 10,467 5,626
Dividend income 20,178 22,916
Capital gain on sale of investments - net (50,260) 114,066
Unrealised diminution on re-measurement of investments
classified 'at fair value through profit or loss - held-for-trading' - net (2,192) -
Other income 24 75
(15,971) 154,559
Impairment loss on investments (7,815) (8,791)
Total income (23,786) 145,768
Expenses
Remuneration of the Management Company 9.1&9.2 13,550 19,919
Remuneration of the Trustee 10.1 1,383 2,002
Annual fee to Securities and Exchange Commission of Pakistan 11.1 510 749
Allocation of expenses related to registrar services, accounting,
operation and valuation services 9.3 599 881
Auditors' remuneration 17 395 388
Fees and subscription 28 229
Securities transaction costs 1,079 320
Settlement and bank charges 75 136
Legal and Professional charges 80 95
Printing Charges 172 205
Total expenses 17,871 24,924
Net loss / income from operating activities (41,657) 120,844
Element of income and capital gains included in prices
of units issued less those in units redeemed - net - 13,639
Reversal of provision for Workers' Welfare Fund 12.2 - 9,496
Provision for Sindh Workers' Welfare Fund 12.2 - (4,577)
- 4,919
Net (loss) / income for the year before taxation (41,657) 139,402
Taxation 18 - -
Net (loss) / income for the year after taxation (41,657) 139,402
Loss / Earnings per unit 19
The annexed notes 1 to 33 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial Officer Chief Executive Officer Director
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HBL Multi Asset Fund

Statement of Comprehensive Income
For the year ended June 30, 2018

Net (loss) / income for the year after taxation (41,657) 139,402
Other comprehensive income for the year

Items that may be reclassified to income
statement in subsequent periods

Unrealised gain / (Loss) on re-measurement of investments
classified as available-for-sale (12,694) 118,605

Net reclassification adjustments relating to

available-for-sale financial assets (49,665) (105,275)
(62,359) 13,330
Total comprehensive income for the year (104,016) 152,732

The annexed notes 1 to 33 form an integral part of these financial statements.

For HBL Asset Management Limited
(Management Company)

Chief Financial Officer Chief Executive Officer Director
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HBL Multi Asset Fund

Statement of Movement in Unit Holders' Fund
For the year ended June 30, 2018

For the year ended June 30,

2018 2017
(Rupees in '000)
Capital Undistributed Unrealised Total Capital ~ Undistributed  Total
value income income / value income
(Accumulated (loss) on
loss) investment
Net assets at the beginning of the year 889,041 9,332 68,411 966,784 - - 765,506
Issuance of 664,875 units (2017: 1,613,656 units)
- Capital value (at net asset value per unit at the beginning of the year) 74,528 - - 74,528 - - 184,463
- Element of loss (3,039) - - (3,039) - - -
71,489 71,489 184,463
Redemption of 6,204,397 units (2017: 796,290 units)
- Capital value (at net asset value per unit at the beginning of the year) (696,015) - - (696,015) - - (89,870)
- Amount paid out of element of income
Relating to net income for the year after taxation 85,881 - - 85,881 - - -
(610,134) (610,134) - - (89,870)
Element of loss and capital loss included in prices
of units issued less those in units redeemed - - - - - - (12,027)
Net (loss) / income for the year after taxation - (41,657) - (41,657) - - 139,402
Other comprehensive income for the year - - (62,359) (62,359) - - 13,330
Distribution during the year - - - - - - (34,020)
Total comprehensive (loss) / income for the year - (41,657) (62,359) (104,016) - - 118,712
Net assets at the end of the year 350,396 (32,325) 6,052 324,123 - - 966,784
Undistributed income brought forward
- Realised 9,332 (96,050)
- Unrealised - -
9,332 (96,050)
Element of loss and capital losses included in prices of
units issued less those in units redeemed-net - (1,612)
Accounting (loss) / income available for distribution (41,657) 139,402
Distribution during the year - (32,408)
Undistributed income carried forward (32,325) 9,332
Undistributed income carried forward
- Realised (30,133) 9,332
- Unrealised (2,192) -
(32,325) 9,332
(Rupees)
Net assets value per unit at beginning of the year 112.0924 98.0474
Net assets value per unit at end of the year 105.0519 112.0924

The annexed notes 1 to 31 form an integral part of these financial statements.

For HBL Asset Management Limited
(Management Company)

Chief Financial Officer Chief Executive Officer Director
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HBL Multi Asset Fund

Cash Flow Statement
For the year ended June 30, 2018

2018 2017
Note ~  —--mmee- (Rupees in '000)----------
Cash flow from operating activities
Net income for the year after taxation (41,657) 139,402
Adjustments
Profit from bank deposits (10,467) (5,626)
Return from investments (5,812) (11,876)
Capital loss / (gain) on sale of investments - net 50,260 (114,066)
Dividend income (20,178) (22,916)
Impairment loss on investments 7,815 8,791
Unrealised diminution on re-measurement of investments
classified 'at fair value through profit or loss - held-for-trading' - net 2,192 -
Element of (income) and capital (gains) included
in prices of units issued less those in units redeemed - net - (13,639)
(17,847) (19,930)
Decrease in assets
Investments - net 444,235 78,661
Advances, deposits and other receivables - 14,777
444,235 93,438
(Decrease) / increase in liabilities
Payable to the Management Company (1,178) 367
Payable to the Trustee (115) 34
Payable to Securities and Exchange Commission of Pakistan (239) 120
Accrued expenses and other liabilities (1,270) (5,435)
(2,802) (4,914)
Net cash generated from operations 423,586 68,594
Profit received from bank deposits 11,072 4,342
Markup on investments received 7,022 15,503
Dividend income received 20,763 22,634
38,857 42,479
Net cash generated from operating activities 462,443 111,073
Cash flow from financing activities
Amount received on issue of units 71,489 184,463
Payment against redemption of units (610,134) (89,870)
Cash dividend paid (41) (32,408)
Net cash (used in) / generated from financing activities (538,686) 62,185
Net (decrease) / increase in cash and cash equivalents (76,243) 173,258
Cash and cash equivalents at beginning of the year 194,333 21,075
Cash and cash equivalents at end of the year 5 118,090 194,333
The annexed notes 1 to 33 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial Officer Chief Executive Officer Director
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HBL Multi Asset Fund

Notes to the financial statements
For the year ended June 30, 2018

1. LEGAL STATUS AND NATURE OF BUSINESS

HBL Multi Asset Fund (the Fund) was established under a Trust Deed, dated October 08, 2007, executed between
HBL Asset Management Limited as the Management Company and Central Depository Company of Pakistan
Limited as the Trustee. The Fund was authorised by the Securities and Exchange Commission of Pakistan (SECP) as
a unit trust scheme on September 28, 2007.

The Management Company of the Fund has been registered as a Non-Banking Finance Company (NBFC) under the
NBFC Rules, 2003 and has obtained the requisite license from the SECP to undertake Asset Management Services.
The registered office of the Management Company is located at 7th Floor, Emerald Tower, G-19, Block 5, Main
Clifton Road, Clifton, Karachi.

The Fund is an open ended mutual fund and offers units for public subscription on a continuous basis. The units are
transferable and can also be redeemed by surrendering to the Fund. The Fund is listed on the Pakistan Stock
Exchange.

The fund has been categorized as a balanced fund as per the criteria laid down by SECP for categorization of
open-end Collective Investment Scheme (CISs).

The objective of the Fund is to provide long-term capital growth and income by investing in multiple asset classes,
such as equity securities, government securities, fixed income securities, continuous funding system, derivatives,
money market instruments and other asset classes / securities / instruments.

JCR-VIS Credit Rating Company has assigned an asset manager rating of 'AM2+' (AM Two Plus) to the Management
Company.

Title to the assets of the Fund are held in the name of Central Depository Company of Pakistan Limited as trustee

of the Fund.
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.

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.

2.2 Basis of measurement

These financial statements have been prepared under the historical cost convention, except certain investments
are measured at fair value.

2.3 Functional and presentation currency

These financial statements are presented in Pakistani Rupees, which is the Fund's functional and presentation
currency.
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HBL Multi Asset Fund

Notes to the financial statements

For the year ended June 30, 2018

2.4

3.1

3.2

3.2.1

Critical accounting estimates and judgments

The preparation of the financial statements in conformity with the approved accounting standards requires the
management to make estimates, judgements and assumptions that affect the reported amount of assets, liabilities,
income and expenses. It also requires the management to exercise judgement in application of its accounting
policies. The estimates, judgements and associated assumptions are based on the historical experience and various
other factors that are believed to be reasonable under the circumstances. Revisions to accounting estimates are
recognised in the year in which the estimates are 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.

The areas involving a higher degree of judgement or complexity, or areas where estimates and assumptions are
significant to the financial statements as a whole are as follows:

(i) classification and valuation of financial assets (notes 4.2.1.1 and 4.2.1.4); and
(ii) impairment of financial assets (note 4.2.1.5)
NEW ACCOUNTING STANDARDS / AMENDMENTS AND IFRS INTERPRETATIONS

New accounting standards / amendments and IFRS interpretations that are effective for the year ended June 30,
2018

The following amendments are effective for the year ended June 30, 2018. These amendments are either not
relevant to the Fund's operations or are not expected to have significant impact on the Fund's financial statements
other than certain additional disclosures.

Effective from accounting
period beginning on or after:

Amendments to IAS 7 'Statement of Cash Flows' January 01, 2017
- Amendments as a result of the disclosure initiative

Amendments to IAS 12 'Income Taxes' - Recognition January 01, 2017
of deferred tax assets for unrealised losses

Certain annual improvements have also been made to a number of IFRSs, which are also not relevant to the Fund.
New accounting standards / amendments and IFRS interpretations that are not yet effective

The following standards, amendments and interpretations are only effective for accounting periods, beginning on
or after the date mentioned against each of them. These standards, interpretations and amendments (except for
IFRS 9 'Financial Instruments') are either not relevant to the Fund's operations or are not expected to have
significant impact on the Fund's financial statements other than certain additional disclosures.

Effective from accounting
periods beginning on or after:

IFRS 15 'Revenue from contracts with customers' - This standard July 01, 2018
will supersede IAS 18, IAS 11, IFRIC 13, 15 and 18 and SIC 31
upon its effective date.

IFRS 16 'Leases' - This standard will supersede IAS 17 'Leases’ January 01, 2019
upon its effective date.

Amendments to IFRS 2 'Share-based Payment' - Clarification on January 01, 2018
the classification and measurement of share-based payment transactions.

IFRS 9 'Financial Instruments' July 01, 2018
Amendments to IFRS 9 'Financial Instruments' - Amendments January 01, 2019

regarding prepayment features with negative compensation and
modifications of financial liabilities.
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HBL Multi Asset Fund

Notes to the financial statements
For the year ended June 30, 2018

3.2.2

3.2.2.1

IFRS 4 'Insurance Contracts': Amendments
regarding the interaction of IFRS 4 and IFRS 9.

Amendments to IFRS 10 'Consolidated Financial
Statements' and IAS 28 'Investments in Associates
and Joint Ventures' - Sale or contribution of assets
between an investor and its associate or joint

Effective from accounting
periods beginning on or after:

An entity choosing to apply the overlay approach
retrospectively to qualifying financial assets does
so when it first applies IFRS 9. An entity choosing
to apply the deferral approach does so for annual
periods beginning on or after 1 January 2018.

Effective from accounting period beginning on or
after a date to be determined. Earlier application
is permitted.

venture.

Amendments to IAS 28 'Investments in Associates and Joint Ventures'
- Amendments regarding long-term interests in associates and joint ventures.

January 01, 2019

Amendments to IAS 19 'Employee Benefits' - Plan Amendment,
Curtailment or Settlement.

January 01, 2019

Amendments to IAS 40 'Investment Property': Clarification on
transfers of property to or from investment property.

January 01, 2018

IFRIC 22 'Foreign Currency Transactions and Advance Consideration':
Provides guidance on transactions where consideration against
non-monetary prepaid asset / deferred income is denominated in
foreign currency.

January 01, 2018

IFRIC 23 'Uncertainty over Income Tax Treatments': Clarifies the
accounting treatment in relation to determination of taxable profit

(tax loss), tax bases, unused tax losses, unused tax credits and tax rates,
when there is uncertainty over income tax treatments under IAS 12
'Income Taxes'.

January 01, 2019

Certain annual improvements have also been made to a number of IFRSs which are also not expected to have
material impact on financial reporting of the Fund.

IFRS 9 'Financial Instruments' Impact Assessment

"IFRS 9 'Financial Instruments' was issued on July 24, 2017. This standard is adopted locally by the Securities and
Exchange Commission of Pakistan and is effective from accounting periods beginning on or after July 1, 2018.

Key requirements of IFRS 9 are as follows;
Classification and measurement of financial assets

- All recognized financial assets that are within the scope of IFRS9 are required to be subsequently measured at
amortised cost or fair value.

- Debt investments that are held within a business model whose objective is to collect the contractual cash flows,
and that have contractual cash flows that are solely payments of principal and interest on the principal
outstanding are generally measured at amortised cost at the end of subsequent accounting periods.

- Debt instruments that are held within a business model whose objective is achieved both by collecting
contractual cash flows and selling financial assets, and that have contractual terms that give rise on specified
dates to cash flows that are solely payments of principal and interest on the principal amount outstanding are
generally measured at Fair value through other comprehensive income "FVTOCI".

- All other debt investments and equity investments are measured at their fair value at the end of subsequent
accounting periods.

- In addition, under IFRS 9, entities may make an irrevocable election to present subsequent changes in the fair

value of an equity investment (that is not held for trading) in other comprehensive income, with only dividend
income generally recognized in profit or loss.
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HBL Multi Asset Fund

Notes to the financial statements
For the year ended June 30, 2018

Classification and measurement of financial liabilities

With regard to the measurement of financial liabilities designated as at fair value through profit or loss, IFRS 9
requires as follows;

- The amount of change in the fair value of a financial liability that is attributable to changes in the credit risk of
that liability is presented in other comprehensive income, unless the recognition of such changes in other
comprehensive income would create or enlarge an accounting mismatch in profit or loss.

- Changes in fair value attributable to a financial liability's credit risk are not subsequently reclassified to profit or
loss. Under IAS 39, the entire amount of the change in the fair value of the financial liability designated as fair
value through profit or loss is presented in profit or loss.

Impairment of financial assets

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

SECP through its SCD/AMCW/RS/MUFAP/2017-148 dated November 21, 2017 have deferred the applicability of
above provision requirements in relation to debt securities for mutual funds.

3.2.2.2 Impact assessment

Based on the analysis of Fund's financial assets and liabilities as at June 30, 2018 and also considering facts and
circumstances that exist at that date, the Management Company have assessed the impact of IFRS 9 on the
financial statements as follows;

Listed equity securities and Term Finance Certificates classified as financial assets at fair value through profit or loss
- held for trading qualify for designation as measured at fair value through profit or loss upon application of IFRS 9
with value changes continue to be recognised in profit or loss.

Listed equity securities and Term Finance Certificates classified as financial assets at 'available-for-sale' are to be
measured at fair value through profit or loss upon application of IFRS 9 with value changes to be recognised in profit
or loss instead of other comprehensive income. The change in fair value attributed to these financial assets
amounting to Rs.62.359 million during the current year would have been recognised in income statement under
IFRS 9.

Financial assets classified as loans and receivables are held with a business model whose objective is to collect the
contractual cash flows that are solely payments of principal and interest on the principle outstanding. These
financial assets will qualify for designation as measured at amortized cost and will continue to be subsequently
measured at amortized cost upon application of IFRS 9.

Other financial assets and financial liabilities at amortised cost will continue to be subsequently measured at
amortised cost upon application of IFRS 9.

3.2.3 Other than the aforesaid standards, interpretations and amendments, the International Accounting Standards
Board (IASB) has also issued the following standards which have not been adopted locally by the Securities and
Exchange Commission of Pakistan:

- IFRS 1 - First Time Adoption of International Financial Reporting Standards
- IFRS 14 — Regulatory Deferral Accounts
- IFRS 17 = Insurance Contracts

3.3 Change in policy in relation to preparation of income statement and statement of comprehensive income

International Accounting Standard (IAS) 1 Presentation of Financial Statements allows an entity to prepare either
two performance statements i.e. income statement and statement of comprehensive income, or one performance
statement only i.e. income statement and statement of comprehensive income (showing both items of income or
loss for the period and items of other comprehensive income). The Fund, with effect from July 01, 2017, has
changed its policy with regard to preparation of income statement and other comprehensive income and opted to
prepare two separate performance statementsi.e. "income statement" and "statement of comprehensive income"
showing separately both income or loss for the year and items of other comprehensive income in separate
statements.
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HBL Multi Asset Fund

Notes to the financial statements
For the year ended June 30, 2018

This change has no impact on the items of income or loss or other comprehensive income recognized in prior year
except that items of other comprehensive income previously presented under income statement and Statement of
comprehensive income’ in single statement are now presented within 'income statement' and "statement of
comprehensive income' separately.

4 SIGNIFICANT ACCOUNTING POLICIES
4.1 Cash and cash equivalent

Cash and cash equivalents comprise balances with banks and short-term highly liquid investments with original
maturities of three months or less. Cash and cash equivalents are carried in the statement of assets and liabilities

at cost.
4.2 Financial instruments
4.2.1 Financial assets

4.2.1.1 Classification
The management determines the appropriate classification of financial assets in accordance with the requirements
of International Accounting Standard 39 (IAS 39), "Financial Instruments: Recognition and Measurement" at the
time of purchase of financial assets and re-evaluates this classification on a regular basis. The classification depends
upon the purpose for which the financial assets are acquired. The financial assets of the Fund are currently
categorised as follows:
a) Investments at fair value through profit or loss - held-for-trading

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

b) Loans and receivables

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

c) Available for sale
These are those non-derivative financial assets that are designated as available for sale or are not classified as
(a) loans and receivables (b) held-to-maturity investments, or (c) financial assets at fair value through profit or
loss. These are intended to be held for an indefinite period of time which may be sold in response to the needs
for liquidity or change in price. Currently, there are no investments of the fund classified as available for sale.

4.2.1.2 Regular way contracts

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

4.2.1.3 Initial recognition and measurement
All financial assets are initially recognised at cost, being the fair value of the consideration given including the
transaction cost associated with the acquisition, except in case of "financial assets at fair value through profit or loss
- held for trading", in which case the transaction costs are charged off to the income statement and statement of
comprehensive income.

4.2.1.4 Subsequent measurement

a) Financial assets 'at fair value through profit or loss held for trading' and 'available for sale'

Subsequent to initial measurement, financial assets 'at fair value through profit or loss held for trading' and
‘available for sale' are valued as follows:
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HBL Multi Asset Fund

Notes to the financial statements

For the year ended June 30, 2018

4.2.1.5

4.2.1.6

4.2.2

4.23

4.3

4.4

Basis of valuation of government securities

The investment of the Fund in government securities is valued on the basis of PKRV rates published by Reuters
in accordance with Circular no. 33 of 2012.

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

Net gains and losses arising from changes in fair value of 'available for sale' financial assets are recognised as
'other comprehensive income' in the Income Statement until these are derecognised or impaired. At this time,
the cumulative gain or loss previously recognised as 'other comprehensive income' is transferred to income
before taxation as capital gain / (loss).

b) Loans and receivables

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

Gains or losses are also recognised in the income statement and statement of comprehensive income when
financial assets carried at amortised cost are derecognised or impaired.

Impairment

The Management Company assesses at each reporting date whether there is objective evidence that the Fund'’s
financial assets or a group of financial assets are impaired. If any such indication exists, the recoverable amount of
such assets is estimated. An impairment loss is recognised whenever the carrying value of an asset exceeds its
recoverable amount.

For financial assets classified as 'loans and receivables', a provision for impairment is established when there is
objective evidence that the Fund will not be able to collect all amounts due according to the original terms. The
provision against these amounts is made as per the provisioning policy duly formulated and approved by the Board
of Directors of the Management Company in accordance with the requirements of the SECP.

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.

Financial liabilities

All financial liabilities are recognised at the time when the Fund becomes a party to the contractual provisions of
the instrument. These are initially recognised at fair value and subsequently stated at amortised cost.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expired.
Offsetting of financial assets and 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 amount of obligation can be made. Provisions are regularly reviewed and adjusted to
reflect the current best estimate.

Taxation

The income of the Fund is exempt from income tax under clause 99 of Part | of the Second Schedule to the Income

Tax Ordinance, 2001 subject to the condition that not less than ninety percent of its accounting income for the year,
as reduced by capital gains, whether realised or unrealised, is distributed in cash to the unit holders.
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The Fund is also exempt from the Provisions of Section 113 (minimum tax) and section 113C (Alternative Corporate
Tax) under clause 11A of Part IV of the Second Schedule to the Income Tax Ordinance, 2001.

The Fund does not account for deferred tax in these financial statements as the Fund intends to continue availing
the tax exemption in future years by distributing in cash at least ninety percent of its accounting income for the year
as reduced by capital gains, whether realised or unrealised, to its unit holders.

4.5 Proposed distributions

Distributions declared subsequent to the reporting date are considered as non-adjusting events and are recognised
in the financial statements in the period in which such distributions are declared before the reporting date.

4.6 Issue and redemption of units

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

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

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

The Fund has followed the requirements of SRO 756 (I) 2017 dated August 3, 2017 read with NBFC regulations,
2008 in the preparation of these financial statements as follows:

- element of income has been determined as the difference between net assets value on the issuance or
redemption date, as the case maybe, of units and the net asset value at the beginning of the accounting period;

- presented distributable income in statement of movement In unitholders’ fund ; and

- presented allocation of net income available for distribution relating to capital gains and excluding capital gains
in statement of movement In unitholders’ fund.

Amendments in the NBFC Regulations in the current year

The Securities and Exchange Commission of Pakistan through its SRO 756(1)/2017 dated August 3, 2017 has made
certain amendments in the NBFC Regulations. The notification includes a definition and explanation relating to
"element of income" and excludes the element of income from the expression "accounting income" as described
in Regulation 63 (amount distributable to unit holders) of the NBFC Regulations. As per the notification, element of
income represents the difference between net assets 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 revised regulations also specify that element of income is a transaction of capital nature and the receipt and
payment of element of income shall be 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 will be refunded on units in the same proportion as dividend bears to accounting income
available for distribution. Furthermore, the revised regulations also require certain additional disclosures with
respect to 'Income Statement' and 'Statement of Movement in Unit Holders' Fund', whereas disclosure with
respect to 'Distribution Statement' has been deleted in the revised regulations.

Previously, an equalisation account called the 'element of income / (loss) and capital gains / (losses) included in
prices of units issued less those in units redeemed' was created, in order to prevent the dilution of per unit income
and distribution of income already paid out on redemption. The net element of income / (loss) and capital gains /
(losses) relating to units issued and redeemed during the accounting period which pertained to unrealised
appreciation / (diminution) held in the Unit Holder's Fund was recorded in a separate account and any amount
remaining in this reserve account at the end of the accounting period (whether gain or loss) was included in the
amount available for distribution to the unitholders. The remaining portion of the net element of income / (loss)
and capital gains / (losses) relating to units issued and redeemed during an accounting period was recognised in the
Income Statement.
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As required by IAS 8: 'Accounting Policies, Changes in Accounting Estimates and Errors', a change in accounting
policy requires retrospective application as if that policy had always been applied. However, the Management
Company has applied the above changes in accounting policy, including the additional disclosures requirements in
the 'Income Statement' and 'Statement of Movement in Unit Holders' Fund', prospectively from July 1, 2017 as
required by SECP vide its email dated February 8, 2017. Accordingly, corresponding figures have not been restated.
The ‘Distribution Statement’ for the comparative period has not been presented as it has been deleted as a result
of the amendments made in the NBFC Regulations through aforementioned SRO issued by the SECP.

Had the element of income been recognised as per the previous accounting policy, the income of the Fund would
have been higher by Rs 82.842 million. However, the change in accounting policy does not have any impact on the
'Cash flow Statement', the 'net assets attributable to the unit holders' and 'net asset value per unit' as shown in the
'Statement of Assets and Liabilities' and 'Statement of Movement in Unit Holders' Fund'. The change has resulted
in inclusion of certain additional disclosures / new presentation requirements in the 'Income Statement' and
'Statement of Movement in Unit Holders' Fund which have been incorporated in these financial statements.

4.8 Net assets value per unit

The net assets 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 issue at the year end.

4.9 Revenue recognition

- Realised capital gains/ (losses) arising on sale of investments are included in the income statement on the date
at which the transaction takes place.

- Unrealised gains / (losses) arising on re-measurement of investments classified as 'financial assets at fair value
through profit or loss' are included in the income statement in the period in which they arise.

- Dividend income from equity securities is recognised when the right to receive dividend is established.

- Mark up / return on Term finance certificates, bank deposits and investment in debt securities are recognized
on a time apportment basis using effective interest method.

4.10 Expenses

All expenses including NAV based expenses (namely management fee, trustee fee, annual fee payable to the SECP)
are recognised in the Income Statement on an accrual basis.

2018 2017
Note - (Rupees in '000)----------
5. BANK BALANCES
Balances with banks in:
Saving Accounts 5.1 118,090 194,333
118,090 194,333
5.1 This represents bank accounts held with different banks. Mark-up rates on these accounts range between 4.00% -
7.5% per annum (2017: 3.75% - 6.75% p.a).
6. INVESTMENTS
Listed equity securities
- Available-for-sale 6.1 28,198 631,666
- Held-for-trading 6.2 150,979 -
Term finance certificates - Listed
- Available-for-sale 6.3 - -
Term finance certificates - Unlisted
- Available-for-sale 6.4.1 17,980 68,561
- Held-for-trading 6.4.2 13,993 -
Loans and receivables
- Term deposits and receipts 6.5 - 81,000
211,150 781,227
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6.1 Listed equity securities - available for sale

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

Market value as a

L L — Market percentage of Holdingas a
value as at %ofpaid-up
Name of the Investee Company AsatJuly 1, Pur.chases BO."“S/ 5°.|d Asat June 30, Total capitalof the
2017 during the Ililghts during June 30, 2018 Investments Net Assets investee
Note year issue the year 2018 (Rupees in'000) company
Automobile Assembler
Honda Atlas Cars (Pakistan) Limited 10,800 - - 10,800 - - 0.00% 0.00% 0.000%
Indus Motor Company Limited 6,840 - - 6,840 - - 0.00% 0.00% 0.000%
Millat Tractors Limited 9,850 - - 8,400 1,450 1,723 0.82% 0.53% 0.003%
Pak Suzuki Motor Company Limited 23,500 - - 23,500 - - 0.00% 0.00% 0.000%
50,990 - - 49,540 1,450 1,723 0.82% 0.53%
Automobile Parts and Accessories
Thal Limited (Par value Rs. 5 per share) 10,000 - - 10,000 - - 0.00% 0.00% 0.000%
10,000 - - 10,000 - - 0.00% 0.00%
Cable & Electrical Goods
Pak Elektron Limited 183,000 - - 183,000 - - 0.00% 0.00% 0.000%
183,000 - - 183,000 - - 0.00% 0.00%
Cement
Cherat Cement Company Limited 95,000 - - 95,000 - - 0.00% 0.00% 0.000%
D G Khan Cement Company Limited 119,400 - - 119,400 - - 0.00% 0.00% 0.000%
Lucky Cement Limited 41,150 - - 41,150 - - 0.00% 0.00% 0.000%
Pioneer Cement Limited 152,000 - - 152,000 - - 0.00% 0.00% 0.000%
407,550 - - 407,550 - - 0.00% 0.00%
Chemical
Engro Polymer & Chemicals Limited 328,000 - - 328,000 - - 0.00% 0.00% 0.000%
ICI Pakistan Limited 8,900 - - 8,900 - - 0.00% 0.00% 0.000%
336,900 - - 336,900 - - 0.00% 0.00%
Commercial Banks
Allied Bank Limited 128,000 - - 128,000 - - 0.00% 0.00% 0.000%
Habib Bank Limited * 105,971 - - 105,971 - - 0.00% 0.00% 0.000%
MCB Bank Limited 109,900 - - 109,900 - - 0.00% 0.00% 0.000%
United Bank Limited 109,300 - - 109,300 - - 0.00% 0.00% 0.000%
453,171 - - 453,171 - - 0.00% 0.00%
Engineering
Amreli Steels Limited 106,000 - - 106,000 - - 0.00% 0.00% 0.000%
Crescent Steel & Allied Product Limited 39,300 22,000 - 61,300 - - 0.00% 0.00% 0.000%
International Industries Limited 34,500 - - 34,500 - - 0.00% 0.00% 0.000%
International Steels Limited 71,500 - - 71,500 - - 0.00% 0.00% 0.000%
Mughal Iron & Steel Inds Limited 2,500 - - 2,500 - - 0.00% 0.00% 0.000%
253,800 22,000 - 275,800 - - 0.00% 0.00%
Fertilizers
Engro Corporation Limited 6.2.1 90,500 25,000 - 99,500 16,000 5,022 2.38% 1.55% 0.003%
Engro Fertilizers Limited 149,000 - - 149,000 - - 0.00% 0.00% 0.000%
239,500 25,000 - 248,500 16,000 5,022 2.38% 1.55%
Insurance
Adamjee Insurance Company Limited 6,500 - - 6,500 - - 0.00% 0.00% 0.000%
6,500 - - 6,500 - - 0.00% 0.00%

Annual Report-2018



HBL Multi Asset Fund

Notes to the financial statements

For the year ended June 30, 2018

meemmeemmeenneennceee e ceee-NUMber Of shares----------s-eeeeeeceneaenne

Market value as a

Market percentage of Holding as a
value as at %ofpaid-up
Name of the Investee Company Asatluly 1, Purf:hases Bc!nus / 5°_|d Asat June 30, Total capitalof the
2017 during the I_tlghts during June 30, 2018 Investments Net Assets investee
Note year issue the year 2018 (Rupees in'000) company
Leather & Tanneries
Service Industries Limited 5,900 - - 5,900 - - 0.00% 0.00% 0.000%
5,900 - - 5,900 - - 0.00% 0.00%
0il & Gas Exploration
Mari Petroleum Company Limited 17,600 - - 13,820 3,780 5,693 2.70% 1.76% 0.003%
0Oil & Gas Development
Company Limited 6.2.1 193,700 - - 165,000 28,700 4,466 2.12% 1.38% 0.001%
Pakistan Oilfields Limited 36,000 - - 36,000 - - 0.00% 0.00% 0.000%
Pakistan Petroleum Limited 6.2.1 150,000 - - 126,300 23,700 5,093 2.41% 1.57% 0.001%
397,300 - - 341,120 56,180 15,252 7.22% 4.71%
0il & Gas Marketing Companies
Hascol Petroleum Limited 57,500 6,500 - 56,500 7,500 2,353 1.11% 0.73% 0.006%
Pakistan State Oil Company Limited 6.2.2 31,100 - 2,820 33,920 - - 0.00% 0.00% 0.000%
Sui Northern Gas Pipeline Limited 137,500 - - 137,500 - - 0.00% 0.00% 0.000%
226,100 6,500 2,820 227,920 7,500 2,353 1.11% 0.73%
Paper & Board
Packages Limited 20,450 - - 20,450 - - 0.00% 0.00% 0.000%
20,450 - - 20,450 - - 0.00% 0.00%
Pharmaceuticals
Abbott Laboratories (Pak) Limited 8,300 - - 8,300 - - 0.00% 0.00% 0.000%
The Searle Company Limited 6.2.2 34,512 - 5,102 39,614 - - 0.00% 0.00% 0.000%
42,812 - 5,102 47,914 - - 0.00% 0.00%
Power Generation and Distribution
Hub Power Company Limited 281,000 - - 281,000 - - 0.00% 0.00% 0.000%
281,000 - - 281,000 - - 0.00% 0.00%
Sugar & Allied Industries
Faran Sugar Mills Limited 57,100 - - 57,100 - - 0.00% 0.00% 0.000%
57,100 - - 57,100 - - 0.00% 0.00%
Textile Composite
Nishat Mills Limited 129,300 - - 102,000 27,300 3,847 1.82% 1.19% 0.008%
129,300 - - 102,000 27,300 3,847 1.82% 1.19%
Transport
Pakistan National Shipping
Corporation Limited 82,300 - - 82,300 - - 0.00% 0.00% 0.000%
82,300 - - 82,300 - - 0.00% 0.00%
3,183,673 53,500 7,922 3,136,665 108,430 28,198 113.35% 108.70%
Cost of investments at June 30, 2018 25,550

* Sponsor of the Management Company
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6.2 Listed equity securities - held-for-trading

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

Market value as a

e Number of shares-——--r--—--oee oo Market percentage of Holding as a
value as at %ofpaid-up
Name of the Investee Company Asatluly 1, Purchases Bo.nus/ Sold Asat June 30, Total capitalof the
2017 during the Rights during June 30, 2018 Investments Vet Assets investee
Note year issue the year 2018 (Rupees in'000) company
Automobile Assembler
Honda Atlas Cars (Pakistan) Limited - 17,500 - 13,500 4,000 1,266 0.60% 0.39% 0.00%
Indus Motor Company Limited - 1,640 - - 1,640 2,331 1.10% 0.72% 0.21%
Millat Tractors Limited - 2,180 - - 2,180 2,590 1.23% 0.80% 0.49%
- 21,320 - 13,500 7,820 6,187 2.93% 1.91%
AUTOMOBILE PARTS & ACCESSORIES
Thal Limited (Par value Rs. 5 per share) - 5,000 - - 5,000 2,388 1.13% 0.74% 0.10%
- 5,000 - - 5,000 2,388 1.13% 0.74%
Cable & Electrical Goods
Pak Elektron Limited - 59,000 - 11,000 48,000 1,702 0.81% 0.53% 0.96%
- 59,000 - 11,000 48,000 1,702 0.81% 0.53%
Cement
D G Khan Cement Company Limited. - 78,000 - 78,000 - - 0.00% 0.00% 0.00%
Lucky Cement Limited 6.2.1 - 13,500 - 350 13,150 6,679 3.16% 2.06% 0.41%
Pioneer Cement Limited - 40,000 - 30,000 10,000 469 0.22% 0.14% 0.44%
Fauji Cement Limited - 320,000 - 320,000 - - 0.00% 0.00% 0.00%
Kohat Cement Ltd 5,000 - - 5,000 615 0.29% 0.19% 0.00%
- 456,500 - 428,350 28,150 7,763 3.39% 2.21%
Chemicals
Engro Polymer & Chemicals Limited - 143,000 - 143,000 - - 0.00% 0.00% 0.00%
- 143,000 - 143,000 - - 0.00% 0.00%
Commercial Banks
Allied Bank Limited - 19,500 - 19,500 - - 0.00% 0.00% 0.00%
Bank Alfalah Limited 6.2.1 - 273,000 - 104,000 169,000 8,837 4.19% 2.73% 1.05%
Bank Al-Habib Limited - 184,000 - 117,000 67,000 5,282 2.50% 1.63% 0.60%
Bank of Punjab Limited - 485,000 - 318,000 167,000 2,016 0.95% 0.62% 0.63%
Faysal Bank Limited 6.2.2 - 100,000 15,000 28,000 87,000 2,262 1.07% 0.70% 0.66%
Habib Bank Limited * 6.2.1 - 125,500 - 60,029 65,471 10,897 5.16% 3.36% 0.45%
MCB Bank Limited 6.2.1 - 74,700 - 16,900 57,800 11,431 5.41% 3.53% 0.52%
United Bank Limited 6.2.1 - 93,000 - 35,200 57,800 9,767 4.63% 3.01% 0.47%
- 1,354,700 15,000 698,629 671,071 50,492 23.91% 15.58%
Engineering
Amreli Steels Limited - 157,500 - 137,800 19,700 1,390 0.66% 0.43% 0.66%
International Industries Limited - 41,500 - 33,000 8,500 1,974 0.93% 0.61% 0.20%
International Steels Limited - 77,500 - 57,800 19,700 2,003 0.95% 0.62% 1.64%
Mughal Iron & Steel Industries Limited 35,000 - 2,500 32,500 1,996 0.95% 0.62% 1.29%
- 311,500 - 231,100 80,400 7,363 3.49% 2.27%
Fertilizers
Engro Corporation Limited - 16,000 - - 16,000 5,022 2.38% 1.55% 0.31%
Engro Fertilizers Limited - 263,500 - 167,000 96,500 7,229 3.42% 2.23% 0.72%
Fauji Fertilizers Limited - 161,000 - 104,000 57,000 5,637 2.67% 1.74% 0.45%
- 440,500 - 271,000 169,500 17,888 8.47% 5.52%
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Market value as a

seemmmemmmemseeneeeneeeeeee--NUmMber of shares----------e--eeeeeeeemecenne Market percentage of Holding as a
value as at %ofpaid-up
Name of the Investee Company  p¢ ot july 1 Purchases Bonus / Sold Asat June 30, Total capitalof the
" duringthe Rights during June 30, 2018 Net Assets investee
2017 . Investments
year issue the year 2018 (Rupees in '000) company
Oil & Gas Exploration
Mari Petroleum Company Limited - 3,500 - - 3,500 5,272 2.50% 1.63% 0.32%
Oil & Gas Development
Company Limited 6.2.1 - 30,900 - - 30,900 4,809 2.28% 1.48% 0.07%
Pakistan Oilfields Limited 6.2.2 - 28,350 - 12,000 16,350 10,984 5.20% 3.39% 0.69%
Pakistan Petroleum Limited 6.2.1 - 40,000 - - 40,000 8,596 4.07% 2.65% 0.20%
- 102,750 - 12,000 90,750 29,661 14.05% 9.15%
0il & Gas Marketing Companies
Hascol Petroleum Limited - LoR - 10,800 - 10,800 - - 0.00% 0.00% 0.00%
Pakistan State Oil Company Limited 6.2.2 - 29,500 3,000 7,080 25,420 8,091 3.83% 2.50% 0.94%
Sui Northern Gas Pipeline Limited - 73,000 - 29,000 44,000 4,410 2.09% 1.36% 0.69%
- 113,300 3,000 46,880 69,420 12,501 5.92% 3.86%
Pharmaceuticals
The Searle Company Limited 6.2.2 - 6,500 1,300 1,486 6,314 2,144 1.02% 0.66% 0.41%
- 6,500 1,300 1,486 6,314 2,144 1.02% 0.66%
Power Generation and Distribution
Hub Power Company Limited 6.2.1 - 109,400 - 31,100 78,300 7,216 3.42% 2.23% 0.68%
K-Electric Limited (Rs.3.5 par value) - 350,000 - - 350,000 1,988 0.94% 0.61% 0.36%
- 459,400 - 31,100 428,300 9,204 4.36% 2.84%
Textile Composite
Nishat Mills Limited - 10,000 - - 10,000 1,409 0.67% 0.43% 0.28%
- 10,000 - - 10,000 1,409 0.67% 0.43%
TECHNOLOGY & COMMUNICATION
Systems Limited - 22,500 - - 22,500 2,277 1.08% 0.70% 2.01%
- 22,500 - - 22,500 2,277 1.08% 0.70%
- 3,505,970 19,300 1,888,045 1,637,225 150,979 71.21% 46.39%
Cost of investments at June 30, 2018 153,079
* Sponsor of the Management Company
6.2.1 Investments include shares having market value aggregating to Rs. 46.031 million (2017: 54.286 million) that have

been pledged with National Clearing Company of Pakistan Limited for guaranteeing settlement of the Fund's trades
in terms of Circular No. 11 dated October 23, 2007 issued by the SECP.

6.2.2 Thses include gross bonus shares as per Fund’s entitlement declared by the investee companies. Finance Act, 2014
has brought amendments in the Income Tax Ordinance, 2001 whereby the bonus shares received by the
shareholder are to be treated as income and a tax at the rate of 5 percent is to be applied on value of bonus shares
determined on the basis of day end price on the first day of closure of books. The tax is to be collected at source by
the investee company which shall be considered as final discharge of tax liability on such income. However, the
Management Company of the Fund jointly with other asset management companies and Mutual Fund Association
of Pakistan, has filed a petition in Sindh High Court to declare the amendments brought in Income Tax Ordinance,
2001 with reference to tax on bonus shares for collective investment schemes as null and void and not applicable
on the mutual funds based on the premise of exemption available to mutual funds under clause 99 of Part | and
clause 47B of Part IV of the Second Schedule to the Income Tax Ordinance, 2001. The Sindh High Court has granted
stay order till the final outcome of the case. However, the investee companies have withheld the bonus shares
equivalent to 5% of bonus announcement of the Fund having fair market value of Rs. 514,988 at June 30, 2018
(2017: Rs.185,976) and not yet deposited in CDC account of Department of Income tax. Management Company is
of the view that the decision will be in the favor and accordingly has recorded the bonus shares on gross basis at
fair value in Fund's investments at year end.
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6.3 Term Finance Certificates - Listed
Term Finance Certificates - Available-for-sale

All Term Finance Certificates have a face value of Rs. 5,000 each unless stated otherwise.

Market value as a

Number of certificates Market value
/ Carrying percentage of
*
Name of the As at Purchases Sales / As at value* asat
Investee Company . Matured June 30, Total Net
July1 during June 30
! during the ! 2018 Investments Assets
2017 the year 2018 .
year (Rupeesin '000)

Saudi Pak Leasing Company

Limited - (Note 6.3.1) 6,000 - - 6,000 - - -

Cost of investment as at June 30, 2018 15,197

*In case of debt securities against which a provision has been made, these are carried at amortized cost less
provision. For non-performing securities, market value / valuation by MUFAP is not available.

6.3.1 Saudi Pak Leasing Company Limited defaulted towards payment falling due in September 2010. Accordingly, the
exposure was classified as non-performing and provision was recognised in accordance with the SECP's
provisioning guidelines.

Subsequently, on the request of the Issuer, TFC holders approved the restructuring of the facility by extending
repayment period from 5 years to 9 years and by reducing mark-up rate to 6% for 24 months from restructuring
date and 8% for next 24 months and thereafter fixing the mark-up rate at 1 month KIBOR. Further, half of the
accrued mark-up is to be paid in cash and the balance is being deferred.

The issuer defaulted again in the payment of principal and mark-up due on September 13, 2011. In accordance with
the requirements of Circular No. 33 of 2012 dated October 24, 2012 issued by the Securities Exchange Commission

of Pakistan (SECP), the exposure has been classified as non-performing and no further mark-up is being accrued
after classification as non-performing exposure.

6.4 Term Finance Certificates - Unlisted
6.4.1 Term Finance Certificates - available-for-sale

All Term Finance Certificates have a face value of Rs. 5,000 each unless stated otherwise.

Market value as a

Number of certificates Market value
/ Carrying percentage of
*
Name of the As at Purchases Sales / As at value* asat
Investee Company . Matured June 30, Total Net
July 1 during June 30
! during the ! 2018 Investments Assets
2017 the year 2018 L
year (Rupeesin '000)

Commercial Banks

JS Bank Limited 10,000 - 10,000 - - - -
The Bank of Punjab* 180 - - 180 17,980 8.52% 5.55%

10,180 - 10,000 180 17,980 8.52% 5.55%
Cost of investments at June 30, 2018 18,125

* Face value of Term Finance Certificate of the Bank of Punjab is Rs. 100,000 each.
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6.4.2 Term Finance Certificates - held-for-trading

All Term Finance Certificates have a face value of Rs. 100,000 each unless stated otherwise.

Market value as a

Number of certificates Market value
/ Carrying percentage of
Name of the Sales / value* asat
Investee Company Asat Purch'ases Matured As at June 30, Total Net
July 1, during R June 30,
during the 2018 Investments Assets
2017 the year 2018 .
year (Rupeesin '000)

CommercialBanks e (Rupees in '000) ---------n=n=smsmemeoemenee
The Bank of Punjab - 120 30 90 8,990 4.26% 2.77%
Dawood Hercules Corporation Limited * - 50 - 50 5,003 2.37% 1.54%

- 170 30 140 13,993 6.63% 4.32%
Cost of investments at June 30, 2018 14,080
* Related party under common directorship

6.4.3 Significant terms and conditions of Term Finance Certificates outstanding as at June 30, 2018 are:
Remaining .
Name of security principal mz:ka:r':urrar:)e Issue date Mzgt;:ty

(per TFC)
Term Finance Certificates - Listed
Saudi Pak Leasing Company Limited 2,533 6% Fixed rate 13-Mar-2008 13-Mar-2017
Term Finance Certificates - Unlisted
Bank of Punjab 99,960 6 Month KIBOR + 0.5% 19-Feb-2016  19-Feb-2026

Dawood Hercules Corporation Limited 100,000 3 Month KIBOR + 1.0% 1-Mar-2018 1-Mar-2023

6.5 Term Deposit Receipt with Zarai Taragiati Bank Limited had original maturity of 6 months and carried mark-up at
the rate of nil (2017: 6.5%) per anum.
2018 2017
Note =~ = -------—-- (Rupees in '000)----------
6.6 Net unrealised gain on re-measurement of investments
classified as available for sale
Market value of investments 6.1,6.3&6.4.1 46,178 781,227
Cost of investments 6.1,6.3&
6.4.1 58,872 739,282
Provision against equity securities 6.6.1 (3,549) (11,269)
Provision against term finance certificates 6.6.1 (15,197) (15,197)
40,126 712,816
6,052 68,411
6.6.1 Movement in provision against investments
Opening balance 26,466 17,675
Add: Charge for the year 7,815 8,791
Less: Reversals made during the year (15,535) -
Net charge (7,720) 8,791
Closing balance 18,746 26,466
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2018 2017
7. DIVIDEND RECEIVABLE AND ACCRUED MARK-UP .
Note = —--m-mem- (Rupees in '000)----------
Dividend receivable 434 1,019
Mark-up accrued on deposits with banks 703 1,308
Mark-up accrued on Term Deposit Receipts - 446
Mark-up / return accrued on Term Finance Certificates 7.1 79 843
1,216 3,616
7.1 This include Rs.32,055 receivable from related party under common directorship.
8. ADVANCES AND DEPOSITS
Security deposit with National Clearing Company of Pakistan Limited 3,016 3,016
Security deposit with Central Depository Company of Pakistan Limited 100 100
Advance against subscription of Term Finance Certificates (TFC) 25,000 25,000
Advance tax 364 364
28,480 28,480
Less: Provision in respect of advance against subscription
of Term Finance Certificates 8.1 (25,000) (25,000)
3,480 3,480
8.1 The Fund had subscribed towards the term finance certificates of an issuer as Pre-IPO investor on January 09, 2008.

Under the agreement, the issuer was required to complete the public offering by October 09, 2008. However, no
public offering has been carried out by the issuer as at June 30, 2018. In addition, profit on the advance against
subscription, due after six months from the date of subscription, has also not been received by the Fund. As at June
30, 2018, the advance against subscription has been fully provided in accordance with the provisioning policy of the
Fund as approved by the Board of Directors of the Management Company.

2018 2017
9. PAYABLE TO THE MANAGEMENT COMPANY Note oo (Rupees in '000)---------
Management fee 9.1 528 1,594
Sindh Sales Tax 9.2 79 207
Sales load payable 69 132
Allocation of expenses related to registrar services,
accounting, operation and valuation services 9.3 27 80
703 2,013
9.1 Under the provisions of the Non-Banking Finance Companies & Notified Entities Regulations 2008, the

Management Company of the Fund is entitled to a remuneration of an amount equal to two percent of average
annual net asset computed on daily basis of the Fund. The Management Company has charged its remuneration at
the rate of two percent per annum for the current year (2017: two percent per annum).The fee is payable monthly
in arrears

9.2 The Sindh Provincial Government has levied Sindh Sales Tax (SST) at the rate of 13 percent (June 30, 2017: 13
percent) on the remueration of management company through Sindh Sales Tax on Services Act, 2011.

9.3 As per Regulation 60(3)(s) of the amended NBFC Regulations dated November 25, 2015, fee and expenses
pertaining to registrar services, accounting, operation and valuation services related to a Collective Investment
Scheme (CIS) are chargeable to the CIS, maximum upto 0.1 percent of the average annual net assets or the actual
cost whichever is lower. Accordingly, the Management Company has charged aforementioned expenses to the
extent of 0.1% of the average annual net assets, being lower amount, to the Fund during the year.

2018 2017
Note = —----mem- (Rupees in '000)----------
10. PAYABLE TO THE TRUSTEE
Trustee's remuneration 10.1 57 159
Sindh Sales Tax 8 21
65 180
10.1 The Trustee is entitled to a monthly remuneration for services rendered to the Fund under the provisions of the

Trust Deed as per the tariff specified there in, based on the daily Net Asset Value (NAV) of the Fund.
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Based on the Trust Deed, the tariff structure applicable to the Fund as at June 30, 2018 is as follows:

Amount of Funds Under Management Tariff per annum
(Average NAV)

Upto Rs. 1,000 million Rs. 0.7 million or 0.20% p.a. of NAV,
whichever is higher

On an amount exceeding Rs. 1,000 million Rs. 2.0 million plus 0.10% p.a. of NAV,
exceeding Rs. 1,000 million

2018 2017
Note = —----mee- (Rupees in '000)----------
11. PAYABLE TO SECURITIES AND EXCHANGE
COMMISSION OF PAKISTAN
Annual fee 11.1 510 749
11.1 Under the provisions of the Non Banking Finance Companies & Notified Entities Regulations, 2008, a collective

investment scheme categorised as balanced scheme is required to pay as annual fee to the SECP, an amount equal
to 0.085% (2017: 0.085%) of the average annual net assets of the scheme. The Fund has been categorised as a
balanced scheme by the Management Company.

2018 2017
12. ACCRUED EXPENSES AND OTHER LIABILITIES Note e (Rupees in '000)----------
Auditors' remuneration 330 320
Federal Excise Duty 12.1 6,610 6,610
Payable to brokers 68 629
Withholding tax payable - 623
Provision for Sindh Workers' Welfare Fund 12.2 4,597 4,597
Dividend payable - 41
Other payables 146 110
11,751 12,930
12.1 As per the requirement 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 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
results 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 along-with Central Depository Company of Pakistan Limited with the
Sindh High Court (SHC) on September 04, 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 01, 2011. 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.

The Finance Act 2016 excluded the mutual funds from the levy of FED with effect from July 01, 2016. therefore, no
provision is charged during the years ended June 30, 2018 and June 30, 2017.

However, since the appeal is pending in Supreme Court of Pakistan, the Management Company, as a matter of
abundant caution, has made a provision on FED on remuneration of Management Company, aggregating to Rs.
6.610 million. Had the provision not been made, the Net Asset Value per unit as at June 30, 2018 would have been
higher by Rs. 2.1424 (2017: Rs. 0.7664) per unit.

12.2 The Finance Act 2008 introduced an amendment to the Workers' Welfare Fund Ordinance, 1971 (WWF Ordinance).
As a result of this amendment it may be construed that all Collective Investment Schemes (CISs) / mutual funds
whose income exceeds Rs. 0.5 million in a tax year, have been brought within the scope of the WWF Ordinance thus
rendering them liable to pay contribution to WWF at the rate of two percent of their accounting or taxable income,
whichever is higher. In this regard, a constitutional petition has been filed by certain CISs through their trustees in
the Honourable High Court of Sindh, challenging the applicability of WWF to the CISs, which is pending
adjudication.
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The Finance Act 2015 incorporated an amendment in WWF Ordinance by excluding CIS from the definition of
Industrial Establishment, and consequently CIS are no more liable to pay contribution to WWF with effect from July
1, 2015.

Subsequently, the Ministry of Labour and Manpower (the Ministry) vide its letter dated July 15, 2010 clarified that
“Mutual Fund(s) is a product which is being managed / sold by the Asset Management Companies which are liable
to contribute towards Workers Welfare Fund under Section 4 of the WWF Ordinance. However, the income on
Mutual Fund(s), the product being sold, is exempted under the law ibid”.

Further, the Secretary (Income Tax Policy) Federal Board of Revenue (FBR) issued a letter dated October 6, 2010 to
the Members (Domestic Operation) North and South FBR. In the letter, reference was made to the clarification
issued by the Ministry stating that mutual funds are a product and their income are exempted under the law ibid.
The Secretary (Income Tax Policy) Federal Board of Revenue directed that the Ministry’s letter may be circulated
amongst field formations for necessary action. Following the issuance of FBR Letter, show cause notice which had
been issued by taxation office to certain mutual funds for payment of levy under WWF were withdrawn. However,
the Secretary (Income Tax Policy) Federal Board of Revenue vide letter January 4, 2011 has cancelled ab-initio
clarificatory letter dated October 6, 2010 on applicability of WWF on mutual funds and issued show cause notices
to certain mutual funds for collecting WWF. In respect of such show cause notices, certain mutual funds have been
granted stay by Honorable High Court of Sindh on the basis of the pending constitutional petition in the said court
as referred above.

"During the year ended June 30, 2013, the Larger Bench of the Sindh High Court (SHC) issued a judgment in
response to a petition in another similar case in which it is held that the amendments introduced in the WWF
Ordinance through Finance Acts, 2006 and 2008 do not suffer from any constitutional or legal infirmity.

During the year ended June 30, 2014, the Honorable Peshawar High Court on a petition filed by certain aggrieved
parties (other than the mutual funds) have adjudicated that the amendments introduced in the Workers Welfare
Fund Ordinance, 1971 through the Finance Acts of 1996 and 2009 lacks the essential mandate to be introduced and
passed through the money bill under the Constitution of Pakistan and hence have been declared as ultra vires the
Constitution.

However, in the current year, the Supreme Court of Pakistan (SCP) passed a judgment on November 10, 2016,
deciding that amendments made through the Finance Acts through which WWF was levied are unlawful, as such
are not in nature of tax; therefore, it could not be introduced through the money bill. However, the Federal Board
of Revenue has filed a review petition in the SCP against the said judgment, which is pending for hearing in the SCP.

Further, the Government of Sindh also introduced levy of the Sindh Workers’ Welfare Fund (SWWF) through the
Sindh Workers” Welfare Act, 2014. The Mutual Fund Association of Pakistan, in the previous years based on opinion
obtained from the tax consultants, concluded that SWWF is not applicable on mutual funds. MUFAP also wrote to
the Sindh Revenue Board (SRB) that mutual funds are not establishments and are pass through vehicles; therefore,
they do not have any worker and, as a result, no SWWF is payable by them. SRB responded back that as mutual
funds are included in definition of financial institutions in the Financial Institutions (Recovery of Finance)
Ordinance, 2001, and thus SWWF is payable by them. MUFAP has taken up the matter with the concerned ministry
[Sindh Finance Ministry] for appropriate resolution of the matter.

Considering the above developments, the Management Company assessed the position of the Fund with regard to
reversal of provision of WWF and recognition of provision of SWWF, and decided that:

- Asan abundant caution, the Sindh Workers’ Welfare Fund (SWWF) should be recognized from July 01, 2014, and

- Provision computed for SWWF should be adjusted against provision of WWF, as the SCP declared WWF
unlawful. It was also decided that if any further provision is required, then it should be recognized in books of
the Fund. If provision of WWF is in excess of provision required for SWWF, the remaining provision of WWF
should be carried forward unless further clarification is received from the MUFAP.

As a result, the Management Company assessed that no further provision is required for SWWF and additional
provision of WWF should be carried forward till the matter is cleared.

In the wake of the aforesaid developments, the MUFAP called its Extraordinary General Meeting (EOGM) on
January 11, 2017, wherein the MUFAP recommended to its members that effective from January 12, 2017,
Workers' Welfare Fund (WWF) recognised earlier should be reversed in light of the decision made by the Supreme
Court of Pakistan; and as an abundant caution, Sindh Workers' Welfare Fund (SWWF) should be recognized
effective from May 21, 2015.
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13.

14.

15.

16.

17.

18.

19.

MUFAP also communicated the above-mentioned decisions to the Securities and Exchange of Commission (SECP)
through its letter dated January 12, 2017, and the SECP through its letter dated February 01, 2017, advised that the
adjustment should be prospective and supported by adequate disclosures.

As a result of the above recommendations of the MUFAP, the Fund on January 12, 2017, reversed the provision of
WWF amounting to Rs. 9.496 million. Further, the Fund had started recognising provision for SWWF.

As at June 30, 2018, the provision in relation to SWWF amounted to Rs. 4.597 million (2017: Rs. 4.597 million). Had

the provision not being made, the Net Asset Value per unit as at June 30, 2018 would have been higher by Rs. 1.49
(2017: Rs. 0.53) per unit.

MARK-UP / RETURN ON INVESTMENTS

Term finance certificates 3,663 2,134
Government securities - 6,624
Term deposit receipts 2,149 3,118

5,812 11,876

MARK-UP ON DEPOSITS WITH BANKS

Mark-up on savings accounts 10,467 5,626

CONTINGENCIES AND COMMITMENTS

There are no contingencies and commitments outstanding as at June 30, 2018 and June 30, 2017.

2018 2017

NUMBER OF UNITS IN ISSUE

Total units in issue at the beginning of the year 8,624,879 7,807,513
Units issued 664,875 1,613,656
Units redeemed (6,204,397) (796,290)
Total units in issue at the end of the year 3,085,357 8,624,879
2018 2017

AUDITORS' REMUNERATION

Annual audit fee 280 275
Fee for half yearly review 55 55
Review of compliance with the requirements of the

Code of Corporate Governance - 5
Other certifications and out of pocket expenses 60 53
395 388

TAXATION

No provision for taxation has been made as the Fund has incurred a net loss and as such is exempt from Income Tax
as per Clause 99 of Part | of the Second Schedule to the Income Tax Ordinance, 2001. The Fund is also exempt from
provision of Section 113 (minimum tax) under clause 11A of Part IV of Second Schedule to the Income Tax
Ordinance, 2001. Hence, no provision with respect to tax has been recognized in the 'Income statement.

LOSS / EARNINGS PER UNIT

Earnings per unit (EPU) has not been disclosed as in the opinion of management determination of cumulative
weighted average number of outstanding units is not practicable.
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20. FINANCIAL INSTRUMENTS BY CATEGORY
------------- As on June 30, 2018 ------------
Held for Available Loans and Total
trading forsale receivables
Assets Rupees in '000 --------------
Bank balances - - 118,090 118,090
Investments 164,973 46,177 - 211,150
Dividend receivable and accrued mark-up - - 1,216 1,216
Receivable against sale of investment - - 3,216 3,216
Deposits 3,116 3,116
164,973 46,177 125,638 336,788
------------- As on June 30, 2018 ------------
Number of  Upto three .Othe.r Over one
. financial
unit holders months e year
liabilities

Liabilities
Payable to the Management Company - - 703 703
Payable to the Trustee - - 65 65
Accrued expenses and other liabilities - - 544 544
Unit holders' fund 324,123 324,123
- - 325,435 325,435
------------- As on June 30, 2017 ------------
Held for Available Loans and Total
trading forsale  receivables
—————————————— Rupees in '000 --------------
Assets
Bank balances - 194,333 194,333
Investments 700,227 81,000 781,227
Dividend receivable and accrued mark-up - 3,616 3,616
Receivable against sale of investment - - -
Deposits - 3,116 3,116
700,227 282,065 982,292
------------- As on June 30, 2017 ------------
Number of Upto three Other Over one
unit holders months financial year
liabilities
-------------- Rupees in '000 --------------
Liabilities .
Payable to the Management Company - 2,013 2,013
Payable to the Trustee - 180 180
Accrued expenses and other liabilities - 1,100 1,100
Unit holders' fund - 966,784 966,784
- 970,077 970,077
21. TRANSACTIONS WITH CONNECTED PERSONS / RELATED PARTIES

Connected persons include HBL Asset Management Limited being the Management Company, Habib Bank Limited
being the Sponsor, Central Depository Company of Pakistan Limited, being the Trustee of the Fund, other collective
investment schemes managed by the Management Company, directors and officers of the Management Company
and directors of connected persons.

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

Details of the transactions with connected persons and balances with them, if not disclosed elsewhere in these
financial statements are shown on next page.

21.1 Transactions during the year

HBL Asset Management Limited - Management Company

Management fee 13,550 19,919
Allocation of expenses related to registrar services, accounting,
operation and valuation services 599 881

Habib Bank Limited - Sponsor

Issue of Nil units (2017: 240,718 units) - 27,023
Redemption of 5,638,231 units (2017: Nil units) 550,000 -

Bank charges paid during the year 5 15
Mark-up earned during the year 356 552
Mark-up received during the year 367 540
Dividend income earned during the year 407 1,878
Dividend income received during the year 407 1,878

HBL Government Securities Fund

Purchase of Bank of Punjab TFC - 44,087
Purchase of JS Bank TFC - 20,520
Purchase of Bank Al Habib TFC - 63,564
HBL Energy Fund

Sale of 5,108 shares of Mari Gas Petroleum (2017; Nil) 7,504 -

Central Depository Company of Pakistan Limited - Trustee

Trustee remuneration 1,383 2,002
Central Depository service charges 56 108
21.2 Amounts outstanding as at year end

HBL Asset Management Limited - Management Company

Management fee payable 528 1,594
Sales tax payable 79 207
Allocation of expenses related to registrar services, accounting,

operation and valuation services 27 80
Sales load payable 69 60

Habib Bank Limited - Sponsor

Investment held in the Fund: 1,358,343 units (2017: 6,996,574 units) 142,696 774,433
Bank balances 4,555 28,980
Profit receivable on bank deposits 25 36
Ordinary shares held in Habib Bank Limited: 65,471 ordinary

shares (2017: 105,971 ordinary shares) 10,897 28,521
Sales load payable - 72

Central Depository Company of Pakistan Limited - Trustee
Remuneration payable 57 159
Sindh Sales Tax 8 21
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22. PARTICULARS OF INVESTMENT COMMITTEE AND FUND MANAGER

Details of members of the investment committee of the Fund are as follow:

S.no. Name Designation Qualification Experience in years
1 Farid Ahmed Khan Chief Executive Officer MBA, CFA 25+
2 Muhammad Imran Chief Investment Officer MBA - Finance 18+
3 Jawad Naeem Specialist - Equity MBA, CFA Level 1 10+
4 Adeel Abdul Wahab Specialist - Equity ACCA 10+
5 Faizan Saleem Head of Fixed Income MBA - Finance 10+
6 Noman Ameer Manager Risk MBA - Finance 11+
7 Sateesh Balani Head of Research MBA, CFA 7+
23. TOP TEN BROKERS / DEALERS BY PERCENTAGE OF COMMISSION PAID

Top ten brokers during the year ended June 30, 2018

1 BMA Capital Management Limited

2 Arif Habib Limited

3 JS Global Capital Limited

4 Optimus Markets (Pvt) Limited

5 Next Capital Limited

6 BIPL Securities Limited

7 Elixir Securities Pakistan (Pvt) Limited
8 EFG Hermes Pakistan Limited

9 Global Securities Pakistan Limited

10 Pearl Securities Limited

Top ten brokers during the year ended June 30, 2017

1 Arif Habib Limited

2 BIPL Securities Limited

3 Taurus Securities Limited

4 Pearl Securities Limited

5 AKD Securities Limited

6 Elixir Securities Pakistan (Private) Limited

7 JS Global Capital Limited

8 Optimus Capital Management (Private) Limited
9 IGI Finex Securities Limited

10 Next Capital Limited

24. PATTERN OF UNIT HOLDING
As at June 30, 2018
Number of Number
. . Investment Percentage
unit of units amount investment
holders held
-------------- Rupees in '000 --------------

Individuals 124 1,596,909 167,758 51.76%
Associated companies 1 1,358,343 142,697 44.03%
Retirement funds 3 92,503 9,718 3.00%
Trust 1 12,997 1,365 0.42%
Others 1 24,605 2,585 0.80%

130 3,085,357 324,123 100.00%

Annual Report-2018



HBL Multi Asset Fund

Notes to the financial statements
For the year ended June 30, 2018

As at June 30, 2018

Number of Number
. . Investment Percentage
unit of units amount investment
holders held
-------------- Rupees in '000 --------------
Individuals 149 1,568,268 175,793 18.18%
Associated companies 1 6,996,574 784,261 81.12%
Retirement funds 1 22,435 2,515 0.26%
Trust 1 12,997 1,457 0.15%
Others 1 24,605 2,758 0.29%
153 8,624,879 966,784 100.00%
25. ATTENDANCE AT MEETINGS OF BOARD OF DIRECTORS

Five meetings of the Board of Directors were held on August 25, 2017, October 27, 2017, November 23, 2017,
February 26, 2018 and April 23, 2018 respectively. Information in respect of the attendance by the Directors in the
meetings is given below:

Number of meetings
Name of Director Held Attended Leave granted Meetings not attended

v
2
°

Mr. Agha Sher Shah'!
Mr. Farid Ahmed Khan
Ms. Ava A. Cowasjee
Mr. Rayomond H. Kotwal
Mr. Rizwan Haider
Mr. Shabbir Hussain Hashmi 2
Mr. Shahid Ghaffar 3
Mr. Nadeem Abdullah 4
Mr.Towfiq Habib Chinoy ®
0 Mr.Salahuddin Manzoor ©

November 23,2017 & April 23,2018
October 27,2017

February 26,2018

P OONOOTUEWN -

WwWhArNRPUTUULON

WwhrRrRERrPAP,UTWOULN
I'_\I'_\INI

Appointed on November 23, 2017.
Appointed on February 26, 2018.
Appointed on December 04, 2017.
Resigned on February 26, 2018.
Resigned on November 23, 2017.
Resigned on November 30, 2017.

AUV WN R

26. FINANCIAL RISK MANAGEMENT

The Board of Directors of the Management Company has overall responsibility for the establishment and oversight
of the Fund's risk management framework. The Board is also responsible for developing and monitoring the Fund's
risk management policies.

The Fund's risk management policies are established to identify and analyse the risks faced by the Fund, to set
appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and
systems are reviewed regularly to reflect changes in market conditions and the Fund's activities.

The Fund primarily invests in a portfolio of equity and money market investments such as shares of listed
companies, government securities and in other money market instruments. These activities are exposed to a
variety of financial risks: market risk, credit risk and liquidity risk.

26.1 Market risk

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

The Management Company manages market risk by monitoring exposure on marketable securities by following the

internal risk management policies and investment guidelines approved by the Investment Committee and
regulations laid down by the Securities and Exchange Commission of Pakistan.
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Market risk comprises of three types of risk; currency risk, interest rate risk and other price risk.

26.2 Currency risk
Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in foreign exchange rates. The Fund, at present, is not exposed to currency risk as its full transactions are
carried out in Pak Rupees.

26.3 Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market interest rates.

a) Cash flow interest rate risk
The Fund's interest rate risk arises from the balances in savings accountsand the Term Finance Certificates. The
net income for the year would have increased / (decreased) by Rs. 1.501 million (2017: Rs 2.63 million), had the
interest rates would have been increased / (decreased) by 100 basis points.

b) Fair value interest rate risk

assets and liabilities at fair value through profit and loss - held for trading and available for sale. Therefore, a
change in interest rates at the reporting date would not affect net income for the year.

The composition of the Fund's investment portfolio, KIBOR and rates announced by Financial Markets Association
is expected to change over time. Therefore, the sensitivity analysis prepared as of June 30, 2018 is not necessarily
indicative of the effect on the Fund's net assets and net income due to future movements in interest rates.

Yield / Interest 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.

2018
Exposed to Yield / Interest rate risk
Total Upto three More than More than Not exposed
months three months one year to Yield /
and upto one Interest rate
year risk

-------------- Rupees in '000 --------------
On-balance sheet financial instruments

Financial assets

Bank balances 118,090 118,090 - - -
Investments 211,150 - - 31,973 179,177
Dividend receivable and accrued mark-up 1,216 - - - 1,216
Receivable against sale of investment 3,216 - - - 3,216
Deposits 3,116 - - - 3,116
336,788 118,090 - 31,973 186,725

Financial liabilities

Payable to the Management Company 703 - - - 703
Payable to the Trustee 65 - - - 65
Accrued expenses and other liabilities 544 - - - 544
Unit holders' fund 324,123 - - - 324,123

325,435 - - - 325,435
On-balance sheet gap 11,353 118,090 - 31,973 (138,710)

Off-balance sheet financial instruments - - - - -
Off-balance sheet gap - - - - -

Annual Report-2018



HBL Multi Asset Fund

Notes to the financial statements
For the year ended June 30, 2018

2017
Exposed to Yield / Interest rate risk
Total Upto three More than More than Not exposed
months three months one year to Yield /
and upto one Interest rate
year risk

—————————————— Rupees in '000 --------------
On-balance sheet financial instruments

Financial assets

Bank balances 194,333 194,333 - - -
Investments 781,227 81,000 68,561 - 631,666
Dividend receivable and accrued mark-up 3,616 - - - 3,616
Receivable against sale of investment - - - - -
Deposits 3,116 - - - 3,116
982,292 275,333 68,561 - 638,398

Financial liabilities

Payable to the Management Company 2,013 - - - 2,013
Payable to the Trustee 180 - - - 180
Accrued expenses and other liabilities 1,100 - - - 1,100
Unit holders' fund 966,784 - - - 966,784

970,077 - - - 970,077
On-balance sheet gap 12,215 275,333 68,561 - (331,679)

Off-balance sheet financial instruments - - - - -
Off-balance sheet gap - - - B B

26.4 Price risk

Price 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 prices (other than those arising from interest 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 is exposed to equity and debt securities price risk because of investments held by the Fund and classified
on the Statement of Assets and Liabilities as financial assets 'at fair value through profit or loss held-for-trading' and
'available-for -sale'. To manage its price risk arising from investments in equity securities, the Fund diversifies its
portfolio within the eligible stocks prescribed in the Trust Deed. The Fund’s constitutive document / regulations also
limit individual equity securities to no more than 10% of net assets, or issued capital of the investee company,
whichever is lower, and sector exposure limit to 30% of net assets.

In case of 5% increase / decrease in the fair value of the Fund's equity securities and debt securities on June 30,
2018, net assets of the Fund would have increased / decreased by Rs. 8.249 million (2017: Rs.Nil) as a result of gains
/ losses on equity securities in 'fair value through profit and loss - held-for-trading' catagory, with corresponding
effect on income reported in 'Income statement'.

In case of 5% increase / decrease in the fair value of the Fund's equity securities and debt securities on June 30,
2018, net assets of the Fund would have increased / decreased by Rs. 2.309 million (2017: Rs.31.583 million) as a
result of gains / losses on equity securities in 'available-for-sale' catagory, with corresponding effect on other
comprehensive income reported in 'Statement of comprehensive income'.

The analysis is based on the assumption that the equity index had increased / decreased by 5% with all other
variables held constant and all the Fund's equity instruments moved according to the historical correlation with the
index. This represents management's best estimate of a reasonable possible shift in the KSE-100 index, having
regard to the historical volatility of the index. The composition of the Fund's investment portfolio and the
correlation thereof to the KSE index, is expected to change over the time. Accordingly, the sensitivity analysis
prepared as of June 30, 2018 is not necessarily indicative of the effect on the Fund's net assets of future movements
in the level of KSE-100 index.
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HBL Multi Asset Fund
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26.5 Credit risk

The Fund is exposed to credit risk, which is the risk that a counterparty will be unable to pay amounts in full when
they fall due. Credit risk arises from the inability of the counter party to fulfil its obligations. There is a possibility of
default by participants or failure of the financial markets / stock exchanges, the depositories, the settlements or
clearing system, etc.

The Fund's credit risk is primarily attributable to its investment in debt securities and government securities,
balances with banks deposits and other receivables. The credit risk of the Fund is limited as the investments are
made and balances are maintained with counter parties that are financial institutions with reasonably high credit
ratings. Risk attributable to investment in government securities is limited as these are guaranteed by the Federal
Government.

The Fund's policy is to enter into financial contracts in accordance with the internal risk management policies and
investment guidelines approved by the Investment Committee. In addition, the risk is managed through the
assignment of credit limits and by following strict credit evaluation criteria laid down by the Management
Company.

The maximum exposure to credit risk before considering any collateral as at June 30, 2018 and June 30, 2017 is the
carrying amount of the financial assets. Investments in equity securities and debt securities, however, are not
exposed to credit risk.

The analysis below summarises the credit quality of the Fund's bank balances, accrued markup and other
receivable as at June 30, 2018 and June 30, 2017:

Balances with banks by rating category

o Balances held by the Latest available published .
Name of Bank / Institutions Fund as at June 30, 2018 rating as at June 30, 2018 Rating agency
Sindh Bank Limited 8 AA JCR-VIS
Habib Bank Limited 5,922 AAA JCR-VIS
MCB Bank Limited 883 AAA PACRA
JS Bank Limited 110,671 AA- PACRA
Zarai Taraqgiati Bank Limited 191 AAA JCR-VIS
Allied Bank Limited 415 AA+ PACRA
118,090
Investment in Term Finance Certificates 31,973
o Balances held by the Latest available published .
Name of Bank / Institutions Fund as at June 30, 2017 rating as at June 30, 2018 Rating agency
Allied Bank Limited 128 AA+ PACRA
Askari Bank Limited 263 AA+ PACRA
Bank Alfalah Limited 5 AA+ PACRA
NIB Bank Limited 827 AA- PACRA
Habib Bank Limited 28,980 AAA JCR-VIS
MCB Bank Limited 196 AAA PACRA
Zarai Taraqiati Bank Limited 19 AAA JCR-VIS
JS Bank Limited 163,915 AA- PACRA
194,333
Investment in Term Finance Certificates 68,561

26.5.1 Concentration of credit risk

Concentration of credit risk arises when a number of financial instruments or contracts are entered into with the
same counterparty, or where a number of counterparties are engaged in similar business activities, or activities in
the same geographic region, or have similar economic features that would cause their ability to meet contractual
obligations to be similarly affected by changes in economic, political or other conditions. The Fund's portfolio of
financial assets is broadly diversified and transactions are entered into with diverse credit worthy counterparties
thereby mitigating any significant concentration of credit risk.

The Fund's major bank balance is held with one Bank. Management believes that such bank is a reputed institution.
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26.6 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.

The Fund is exposed to daily cash redemptions of units. The Management Company manages the liquidity risk by
monitoring maturities of financial assets and financial liabilities and investing a major portion of the Fund's assets
in highly liquid financial assets.

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 request qualifying for being
processed on the next business day. Such procedure would continue until the outstanding redemption requests
come down to a level below ten percent of the units then in issue. The Fund did not withhold any redemptions
during the year.

The table below analyses the Fund's financial liabilities into relevant maturity groupings based on the remaining
period at the balance sheet date to the contractual maturity date. The amounts in the table are the contractual
undiscounted cash flows.

Asat June 30, 2018-—--—-r--emrmreemmren

Total Upto three Over three Over one
months months and year
upto one year

-------------- Rupees in '000 --------------
Financial liabilities (excluding unit holders' fund)

Payable to the Management Company 703 703 - -
Payable to the Trustee 65 65 - -
Accrued expenses and other liabilities 544 544 - -

1,312 1,312 - -
Unit holder's fund 324,123 324,123 - -

As at June 30, 2017---------------mmmmmmm-

Total Upto three Over three Over one
months  months and year
upto one year

-------------- Rupees in '000 --------------
Financial liabilities (excluding unit holders' fund)

Payable to the Management Company 2,013 2,013 - -
Payable to the Trustee 180 180 - -
Accrued expenses and other liabilities 1,232 1,232 - -
3,425 3,425 - -
Unit holder's fund 966,784 966,784 - -
27. UNITS HOLDERS' FUND RISK MANAGEMENT

The units holders' fund is represented by redeemable units. These units are entitled to distributions 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 restrictions on the subscription and redemption of units. There is no specific capital requirement
which is applicable on the Fund.

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 unit holders and to maintain a strong base of assets under
management.

In accordance with the risk management policies, the Fund endeavours to invest the subscriptions received in
appropriate investments while maintaining sufficient liquidity to meet redemptions, such liquidity being
augmented by short-term borrowing arrangements (which can be entered if necessary) or disposal of investments
where necessary.
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28. FAIR VALUE AND CATEGORIES 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.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.

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 reporting date. The quoted market price 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.

The Fund classifies 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:

- Fair value measurements using quoted prices (unadjusted) in active markets for identical assets or liabilities
(level 1);

- Fair value measurements using 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) (level 2); and

- Fair value measurements using Inputs for assets or liability that are not based on observable market data (i.e.
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.

June 30, 2018
Carrying amount Fair Value
Other
financial
Held-for- Available Loansand assets/
trading  -for-sale receivables liabilities  Total Level 1 Level 2 Level 3 Total
(Rupees in '000)

On-balance sheet financial instruments
Financial assets measured at fair value
Investments
- Listed equity securities 150,979 28,198 - - 179,177 179,177 - - 179177
- Term Finance Certificates - Listed - - - - - - - - -
- Term Finance Certificates - Unlisted 13,993 17,980 - - 31,973 - 31,973 - 31,973

164,972 46,178 - - 211,150 179,177 31,973 - 211,150
Financial assets not measured at fair value 28.1
Bank balances - 118,090 - 118,090
Investments
- Loans and receivables - Placements - - - -
Dividend receivable and accrued mark-up - 1,216 - 1,216
Receivable against sale of investment - 3,216 - 3,216
Deposits 3,116 - 3,116

- 125,638 - 125,638

Financial liabilities not measured at fair value 28.1
Payable to the Management Company - - 703 703
Payable to the Trustee - - 65 65
Accrued expenses and other liabilities - - 544 544
Unit holders' fund 324,123 324,123

- - 325435 325,435
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June 30, 2017

Carrying amount Fair Value
Other
financial
Held-for- Available Loansand assets/
trading  -for-sale receivables liabilities  Total Level 1 Level 2 Level 3 Total

(Rupees in '000)
On-balance sheet financial instruments

Financial assets measured at fair value

Investments
- Listed equity securities - 631,666 - - 631,666 631,666 - - 631,666
- Term Finance Certificates - Listed - - - - - - - - -
- Term Finance Certificates - Unlisted - 68,561 - - 68,561 68,561 68,561
700,227 - - 700227 631,666 68,561 - 700,227
Financial assets not measured at fair value 28.1
Bank balances - - 194,333 - 194,333
Investments
- Loans and receivables - Placements’ - - 81,000 81,000
Dividend receivable and accrued mark-up - - 3,616 - 3,616
Receivable against sale of investment - - 3,480 - 3,480
Deposits - - 3,116 - 3,116
- 285,545 - 285,545
Financial liabilities not measured at fair value 28.1
Payable to the Management Company - - - 2,013 2,013
Payable to the Trustee - - - 180 180
Accrued expenses and other liabilities - - - 1,100 1,100
Unit holders' fund - - 966,784 966,784
970,077 970,077
28.1 The Fund has not disclosed the fair values for these financial assets and financial liabilities, as these are either short

term in nature or reprice frequently. Therefore, their carrying amounts are reasonable approximation of fair value.

29. DISCLOURE UNDER CIRCULAR 16 OF 2010 ISSUED BY THE SECURITIES AND EXCHANGE COMMISSION OF
PAKISTAN - CATEGORISATION OF OPEN END SCHEME

The Securities and Exchange Commission of Pakistan vide Circular 7 of 2009 dated March 6, 2009 required all Asset
Management Companies to classify funds under their management on the basis of categorisation criteria laid down
in the said circular. The Management Company classified the Fund as 'Balanced Scheme' in 'accordance with the
said circular. As at June 30, 2018, the Fund is compliant with all the requirements of the said circular except for
clause 2 (iv) which requires that the rating of any debt security in the portfolio shall not be lower than A- (A Minus)
and AA (Double A) in case of funds placed with an NBFC and modaraba.

Value of Provision Value of

Name of Non- Type of Investment Investment % of Net % of Gross

. held

Complaint Investment Investment before (if any) after Assets Assets
Provision \ Provision

Saudi Pak Leasing

Company Limited TFC 15197 15197 - - -
Dewan Cement Limited Advance 25,000 25,000 - - -

30. TOTAL EXPENSE RATIO
In accordance with the Directive 23 of 2016 issued by the Securities and Exchange Commission of Pakistan, the total

expense ratio of the Fund for the year ended June 30, 2018 is 2.98% (2017: 2.83%) which includes 0.37% (2017:
0.65%) representing Government Levy and SECP fee.

Annual Report-2018



HBL Multi Asset Fund

Notes to the financial statements
For the year ended June 30, 2018

31. DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorised for issue by the Board of Directors of the Management Company
in their meeting held on August 31, 2018.

32. CORRESPONDING FIGURES
Corresponding figures have been rearranged or reclassified, where necessary, for the purpose of better
presentation. No significant rearrangement or re-classification was made in these financial statements during the
current year.

33. GENERAL

Figures have been rounded off to the nearest thousand rupees.

For HBL Asset Management Limited
(Management Company)

Chief Financial Officer Chief Executive Officer Director
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NAME OF FUND HBL FINANCIAL PLANNING FUND
NAME OF TRUSTEE MCB Financial Services Limited
NAME OF AUDITORS Deloitte Yousuf Adil Chartered Accountants
NAME OF BANKERS Habib Bank Limited
JS Bank Limited
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FUND MANAGER’S REPORT —

HBL FINANCIAL PLANNING FUND
As at June 30, 2018

Category of Fund
Open end Fund of Funds Scheme
Investment Objective

The objective of the Fund is to generate returns on Investment as per the respective Allocation Plan by investing in
Mutual Funds in line with the risk tolerance of the Investor.

Benchmark and Performance Comparison with Benchmark
The Fund’s benchmark for Conservative Allocation Plan, Active Allocation Plan and Strategic Allocation plan is as follows:
Conservative Allocation Plan
a. 20% KSE 100 index
. Six(6) months KIBOR rates
c. 70% Three(3) months PKRV rates and 30% three (3) months average deposit rate of three(3) AA rated scheduled banks
as selected by MUFAP

B and C will be based on actual proportion of investment in Income and Money Market Funds / cash and near cash
instruments.

Active Allocation Plan & Strategic Allocation Plan
a. KSE 100 index
. Six(6) months KIBOR rates
c. 70% Three(3) months PKRV rates and 30% three (3) months average deposit rate of three(3) AA rated scheduled banks
as selected by MUFAP

Based on actual proportion in Equity Fund and Income / Money Market Funds and/or in cash and/or near cash instruments
in each allocation plan.

The comparison of the fund return with benchmark is given below:

Conservative Allocation Plan (CAP)

Month Benchmark Return of Fund 3.00
CAP
Jun-18 (0.04) 0.03
2.00

May-18 (0.79) (0.51)

Apr-18 0.35 0.23 1.00

Mar-18 1.42 1.20

Feb 18 (0.03) (011 Nov-17 Dec-17 Jan-18 Feb-18 Mar-18 Apr-18 Jun-18
Jan-18 2.11 2.01 (1.00)

Dec-17 0.58 0.33

e Benchmark e Return of Fund
Nov-17 0.55 0.56
Active Allocation Plan (AAP)
Month Benchmark Return of Fund
AAP

Jun-18 (1.15) (0.84) D

May-18 (3.27) (2.26)

Apr-18 0.04 (0.29)

Mar-18 3.03 2.85 S A Dl Ol i Meell Ay ¥
Feb-18 (0.60) (0.64)

5 1= =]

Jan-18 3.10 2.70

Dec-17 0.83 0.47 T W D
Nov-17 0.72 0.64
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Strategic Allocation Plan (SAP)

Month Benchmark Return of Fund SAP
Jun-18 (0.78) (0.51) 4.00
May-18 (3.39) (2.35) 2.00
Apr-18 0.03 (0.39) R
Mar-18 3.44 291 (2.00) Nov-17 Dec-17 Jan-18 Feb-18 Mar-18 Apr-1 18
Feb-18 (0.59) (0.73)
(4.00)
Jan-18 3.02 2.67
Dec-17 0.91 0.44 @ Benchmark — esssssReturn of Fund
Nov-17 0.60 0.50

Strategies and Policies employed during the Year

HBL Financial Planning Funds were launched on 10th October, 2017. During this period, Active Allocation Plan asset allocation
comprises of 59% investment in equity funds while cash assets, Income Funds and receivables represent 2%, 39% of total
assets respectively. Conservative allocation plan invested the funds in equity fund, income fund and cash and receivables at
20%, 79% and 1% of the fund respectively. Strategic Allocation Plan asset allocation comprises of 49% investment in equity
funds while Income Funds and cash assets and receivables represent 50%, and 1% of total assets respectively.

Asset Allocation

Conservative Allocation Plan

Active allocation Plan Strategle Allocation Plan
. Others including Cash
. I " {anh g
Ol induzing Lirh, At nindu g e receivables, 0.33% Eauit
reveiveblo, 038 — 2% recefvabl ez, 0A0% - 0.81% qurty
f Funds,
19.82%
Tlxes Incom
[ nids, 36.50

T=edl
Funds, 50,

kot Funedz,
42,37,

Dyjuiily Mundz,

Fixed
S0.635 e

Income
Funds,...

Fund Performance

HBL Financial Planning Fund commenced its operations from October 11, 2017. The Fund comprises of three sub funds (plans)
namely Active allocation plan, Conservative allocation plan and Strategic allocation plan.

The Fund as a whole earned total and net income of Rs. 19.98 million and Rs. 16.72 million respectively during the period
under review. The fund size of the fund stood at Rs. 0.67 billion. Performance review for plan is given below:

Active Allocation Plan

During the period under review, the Active allocation plan earned total and net income of Rs. 6.60 million and Rs 5.42 million
respectively. The net assets of the Active allocation plan stood at Rs. 0.33 billion representing Net Asset Value (NAV) of Rs.
102.6500 per unit as at June 30, 2018. The plan earned a return of 2.65% for the period under review. The plan is invested to
the extent of 59% in equity funds & 39% in fixed income funds.

Conservative Allocation Plan

During the period under review, the Conservative allocation plan earned total and net income of Rs. 6.98 million and Rs 6.16
million respectively. The net assets of the Conservative allocation plan stood at Rs. 0.13 billion representing Net Asset Value
(NAV) of Rs. 103.7607 per unit as at June 30, 2018. The plan earned a return of 3.76% for the period under review. The plan
is invested to the extent of 20% in equity funds & 79% in fixed income funds.
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Strategic Allocation Plan

During the period under review, the Strategic allocation plan earned total and net income of Rs. 6.40 million and Rs 5.13
million respectively. The net assets of the Strategic allocation plan stood at Rs. 0.21 billion representing Net Asset Value (NAV)
of Rs. 102.5230 per unit as at June 30, 2018. The plan earned a return of 2.52% for the period under review. The plan is
invested to the extent of 49% in equity funds & 50% in fixed income funds.

Money Market Review

Interest rate cycle reversed in FY18 as central bank focus diverted towards containing rising twin deficits and in anticipation of
increase in inflation due to lack of fiscal discipline in election times. During the year, secondary market yields of 3, 5 and
10-year PIBs increased by 180, 171 and 86 bps respectively while yields of 3, 6 and 12 month T-Bills increased by 79, 90 and
116 bps respectively. Government of Pakistan raised only PKR 96bn through the PIB auction against a target of PKR 900bn as
eight PIB auctions were scrapped in the year due to lack of interest. The last cut-off yields stood at 7.5000%, 8.4795% and
8.6999% p.a. for 3, 5 and 10-year PIBs respectively. Overall trading in longer tenures remained lackluster due to market
participants’ consensus of increase in interest rates.

During FY18, Government retired PKR 77bn from scheduled banks against borrowing of PKR 179bn during same period last
year due to multiple scrapped PIB Auctions. Meanwhile, Government borrowing from SBP increased by PKR 1,439bn during
the period against PKR 908bn during same period last year. Government largely managed its borrowing requirements through
domestic sources, and raised PKR 16,894bn via T-bills (excluding NCB) compared to the cumulative target of PKR 16,925bn and
maturities of PKR 15,971bn. In the last T-Bill Auction held in Jun-18 no amount was accepted in the 6 and 12 month T-Bills. The
cutoff yield was 6.7596% for the 3 month T-Bills. SBP increased the policy rate by 25bps in January and a further 50bps in May
to 6.50% to control aggregate demand and the current account deficit. Since then the SBP has further increased policy rate by
100bps in Jul-18 MPS. Going forward, we foresee another interest rate hike of 50bps in the calendar year on the back of
increasing inflation expectation and sustainability of current account risks.

Stock Market Review

Pakistan Equities witnessed a topsy-turvy ride during outgoing year with disappointing foreign flows (after MSCI upgrade),
political uncertainty following the ouster of ex-PM, macroeconomic challenges and ongoing speculation about the upcoming
general elections.

Pakistan Islamic Equities benchmark (KMI30 Index) fell 7,538 points to close at 71,060 points, reflecting a decline of 10%.
Despite market expectation of strong foreign inflows following Pakistan’s inclusion in the MSCI Emerging Markets, foreign
investors continued to remain net sellers and sold stocks of worth USD289mn. Within local investors, insurance companies
and corporates bought equities of USD204mn and USD100mn respectively while Mutual funds divested equities of USD35mn
during the year. On the political front, Ex-Prime Minister Nawaz Sharif was disqualified by Supreme Court in Jul-17 which
further marred investor sentiment. Moreover, economic concerns increased due to rising twin deficits followed by stringent
policy measures by policy makers (16% PKR depreciation and 75bps increase in interest rates).

The Cement sector led the rout in the KMI index, causing attrition of where DGKC and LUCK fell 44% and 37% YoY. Decline in
cements was caused owing to the fears of a price war in the segment as upcoming expansions could lead to an oversupply
situation particularly in the Southern region as can be grasped from the poor price performance of DGKC and LUCK. Within
the banking sector, MEBL returned 10% during the outgoing year buoyed by rising interest rate environment which is expected
to lead to margin expansion.

FY18 experienced strong performance from the Oil & Gas Exploration Companies owing to 66% increase in International Qil
Prices and 16% PKR depreciation. The outperformance was led by POL and PPL which increased 58% and 53% against SPLY.

Going forward, we expect Pakistan equities to rebound with restoration of political stability (after General Elections), gradual
improvement in macroeconomic trends and potential revival of foreign investor interest after steep PKR depreciation.
Moreover, we highlight that Pakistan market’s discount to emerging as well as frontier peers has increased to 30% and 28%
against 5-year averages of 25% and 19% respectively reflecting a good entry point.

Distribution

The Board of Directors approved NIL distribution to the unit holders for the year ended June 30, 2018.
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Significant Changes in the State of Affairs

There were no significant changes in the state of affairs during the year under review.

Breakdown of Unit Holding by Size

Active Allocation Plan Conservative Allocation Strategic Allocation Plan
Plan
(Nurf'lrsg: ;th?nits) Numb.er of Units Held Numb.er Units Held Numbfer of Units Held
Unit of Unit Unit
Holders Holders Holders

1-100 1 96 - - 1 98
101-500 40 4,282 1 266 4 500
501-1,000 8 7,499 3,653 1 501
1,001 -10,000 43 264,591 11 58,106 8 29,999
10,001 - 100,000 27 902,740 5 176,468 10 302,046
1,000,001 - 5,000,000 5 1,053,724 3 1,049,979 3 701,565
500,001 - 1,000,000 1 986,321 - 21 1 999,202
1,000,001 - 5,000,000 - - - - - -
5,000,001 and above - - - - _ _
Total 95 3,219,253 24 1,288,493 28 2,033,911

Unit Splits

There were no unit splits during the period.

Circumstances materially affecting the Interest of Unit Holders
Investments are subject to market risk.

Soft Commission

The Management Company from time to time receives research reports and presentations from brokerage houses.
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PERFORMANCE TABLE -

HBL FINANCIAL PLANNING FUND
As at June 30, 2018

2018
Active Consevative Stragic
Allocation Allocation Allocation
Plan Plan Plan

Net assets at the period end (Rs'000) 330,457 133,695 208,522
NET ASSETS VALUE PER UNIT AT 30 JUNE - RUPEES
Redemption 102.6500 103.7607 101.4978
Offer 104.9699 106.1057 N/A
OFFER / REDEMPTION DURING THE PERIOD - RUPEES
Highest offer price per unit 110.2402 106.9356 N/A
Lowest offer price per unit 101.938 100.3622 N/A
Highest redemption price per unit 107.8038 104.5723 106.4632
Lowest redemption price per unit 99.6851 99.5899 98.5547
RETURN (%)
Total return 2.65% 3.76% 2.52%
Income distribution 0.00% 0.00% 0.00%
Capital growth 2.65% 3.76% 2.52%
DISTRIBUTION
Final dividend distributation- Rs - - -
Date of Income Distribution - - -
Total dividend distribution for the year (Rs) - - -
AVERAGE RETURNS (% )
Average annual return 1 year 2.65% 3.76% 2.52%
PORTFOLIO COMPOSITION - (%)
Percentage of Total Assets as at 30 June:
Bank Balances 2.41% 0.33% 0.07%
Equity Funds 58.63% 19.82% 49.37%
Income Funds 38.59% 79.04% 50.10%
Others 0.38% 0.81% 0.46%

Note:
The Launch date of the Fund is October 11, 2017

Disclaimer:

Past performance is not necessarily indicative of future performance and unit prices and investment returns may go down, as well as up.
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INDEPENDENT AUDITORS® REPORT TO THE wwwosiimms
UNIT HOLDERS OF HBL FINANCIAL PLANNING FUND

Raport an the Audlt of the Financlal Statements
OpiRion

We bave sudited (5 Dhsncisl stelemanis of 551 Finsncial Fanming Fund (the Piend), which commpries the
satgment of aesets and lablities 25 st June 36, 2010, and the relaied Income statoment, statement of
cemprehensive income, stalement af mavesnent i wnit halders’ fupg and cash fow staimment for the poriod
tin ended, and nofes o the Minancial statements, induding @ summary af dgnifcent acoourding polices,

Trguir ppEnkon, the sccompanying Ainencial statemants give o true and fibr view of the finandal pesiban of
the Fund as af June 30, 3018, and of b= financial performance, cash Mﬂthﬂmﬂﬁﬂ'ﬂrﬂﬂfhlﬂﬁﬁﬂ
thers =nded I sbcordancs with sccounting and reparting stendards as-appicable in Pakistan,

Basix for Oplnion

We conducted our sudit In accoedance with Interrational Stenderts on Auditing (ISA3) as aophicabile in
Prlistan, Our résponsibities uncer those sisnderds sre futher descrited in the Audtars Aeapansiblitiag
for the Auglt of the Finandlal Siatemens secion of o report. We are indspendont of the Fund end
Menagement Campany in accordance with the Irdsmationsd Ethics Sandards Board for Accounsanty” Codie
of Ethies fnr Profgssionel Accouatents (IESAA Code} pa sdapted by the Institube of Charmemd Accounianis
ul’ Pakistan togethar with the ethical regudrerments thet ore selevent Lo our udit of the francis stemants
i Pakistan, and we have fulfillod our othar ethical respunsibities 0 sccordance with thess reguitements
and the [ESBA Code. We balleva that the audit avkdonon vwe have obtsined le cuffident and sppregriste i
provids & bask for gur apinion,

Moy Audit Mattors

iay BuiSl mattars are thise matters that, in cur prafessional judgment, were of moat significance (0 our
it of the Nnandsl satemerss of the current pericd. These matiers were sddressed In the conteat of cur
it of the finkncisl siatements 25 8 whole, and in forming our opindon thareon, and we do mob provide &
neparate opififon on thess mattars.

5. No. Key sudit matters How the maiters pascs mddredsad in

As gisclosnd In rote 6 to the Ananclal ststumanty, | S1ring our audit of investrnents:
irvastmants amaunted to As 668.84% milllon =3 &t

1 Vnluation and existence of investmenta

Juna 30, 046 = Independent testing of valisatians by
uping Whe HAY per unit fram the
Thissa imvestments represant 3 sigaificart dem on veubsite of Matusi Funds Association
the smtement of assets and labilites, The Fund ”W'mﬂmm ﬂ;mlx i
Invesss principedly in unita of mutyal funds, Thair existence mtuuum
valpation and exittence s o sgnificant ares during partifoda mnrtl i =
cur audit. There |s 2. risk that appropriste Net Asses appearing In the statement
lﬂ:ﬂ_ ul“I
T
Wb o
Dinigrmn Tomevire B el | i30beel
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Kay audlt matiars

How the matters were addreased in

Value (NAV) may not be used to detarmens flr
value.

Further, the Fund may kave Incidad investmants in
ita Mnancial sretsmants which were nok owned by
Fund,

= porforming purchaes angd saiee
testing om @ nammika-af trades mads
during the period to abilalr evidesce
reqamding movemant of units during
the pariad; end

= any differences ldantified goring owr

As diaciased |nosate 48, 0 the Anencial statements,
o August 08, 2017, SECH |ssued SRO ma.
75E[{11/2017 whereby certain amendments were
racde |n tha Non-Banking Finsncn Compandex and
MctiMied Enditles Regulation, 2006 (e NBFC
Regulations). Such a introduced
difmition of Element of lntome, and feguirad certain
adpitional discniures in inceme statsment end
statement of mazegrment in unlt holders® fund
togerhar with removal af raguirement to present
demtribution statamant saparataly.

Thie aboxementioned mabdmants sra significant to
i Fumd and reguire conpideration of dadous factar
In tha calculstion accounting, presentatian and
disclasen of the 'Element of [noome” In thie financial
wtabeirenis Considaring the significance of the
amiwnidments, ws have regted thase changes as Koy
Audic Matter.

-

teating that were aver our
arapisdle theashold ware
Investigatod Murther,
7 af policy at & result of | Ih Gronr (o AgAress the matter we
amendmanis in Non-Sanik, iy

« Heid discussigns with managemant
mlrﬂlm e amgndaants mads in
e NSFLC Regulstions, the resulting
Implicatians on the firencal
SatmanLs;

= Cptmined accolnt Fobder wise
mavement of gl unit halders of the
Fund and for a sample af unlt
holders, vaniiad tha moveent n
tnrmid af units end velue {(Incloding,
nek pewst vales per wndl) by checking
supporting documents o endure that
ehemmant of ingome and Meams
olready paid on units redeamed B
icourate. Also propared quantidatie
reconciiiation af urlks reporied; and

=  Checked sdequesy ol pressntsfion
and disclogure regubements
Inclyding alameant of Incoma in n the
fin ESlateymants as par tha
regulrementa of Schadube V af the
MEFC Reguistions.

Information Other than the Financial Statements snd Audibor's Report Tharaeon

Monagemeant Company (s responsials for the other information. The othér information comprises the
information induded in the anniesl report, bul gass not includs the finsncal statements aid our sudilars
repoe thareon

Cur aplnigh Gn e Nnancial stangments doss not cover the other information and We 09 not expross any
Torm of paiurants caneluslion Merson,

Ins emnansetion with aur sudit of the Ansncisl statements, our responsibility bs to resd the athes iInformation
fnd, In doing 59, consdor whether the other Information |3 meterially consistent with the fnancisl
ptobamenis or our knowledge obtained in the sudit or othensiss sppesrs to be materdally misstabes. 1,

T

[ras——r=l
Dighubity T o Uil
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Charimimd &dcountany

based on the wars we heve perfermed, we corclude that there |5 3 material misstatement of tis cther
infopmatian, we am regudre B9 repoet that fact. We have nathing @ reman in this regam.

Responsibilitias of Management Company and Those Charged with Governance for the Financinl
Etakenments

Managemant Carmpany I8 respanalble for the preparation and feir presertation of the fnancial statements
I accardehes wWith acteanting and reporting standards as applicable In Pakistan, and for such Irteroal
conbrpd aE the Manapament Company detarmines s necsssary (o anebie the greaarstion of Mnanclsl
satmments thal are fres from maisaesl misstatement; whather due to fraud o arroe; :

In preparpg the financlel satements, Mansgament Company |s redpensible for pdssssing the Fund's abiliy
iz continue 35 & golng cancern, disciasing, 88 applicabls, matiers related to galng concern and ising the
dabhd canesn baald of aceoufting whless Manasgemant Company either Inkands to Houidate the Fund of to
cease gperstions, or hos no realistic altemative but to do go.

Thatze Charped with Governance of tha Mensgerment Campany are respormsible for overseeing the Fund's
fenncial regorting proooss.

Auditor's Responsibilites for the Audit of the Financial Statwments

Qar objnctives are to obtadn reasonable sssurance abolt whether the finenclsl statemens ag & whale arg
free from matarsl misststement, whether due to freud or error, snd to issue on auditer's report that
includes pur opinion. Regmonstie assronce 58 high level of sssursnos, DUt s not & guoranbes et sn
st conducted In accordance with 1Shs 23 applicable In Paldstan will alweys detoct a material
migstatomnent when b erdets, Misstatemants con arsa fram fraud or arrar and are considared material o,
individualiy or in'the aggragate, they could reasonsbly be expacted b (ruence the Bconanis dedigions af
uEers faken on the basls of these Anancial stoborments

As part of an audlt in sccordance with T5A5 @5 applicable in Pakistan, we sxsrcigs professionel judgment
Bt ingsntaln prafessional skegtclsm throughout the audit. We alsa:

= ldentify and assess the risks of materiad messtatamant of the financial stetements, wiether dis 10 frous
of grror, design and perform audlk procedures respongive 10 those risks, and obtain sudit evidence that
Id wdflcient snd spproprinte o povide a basls for owr opolon. The rigk of not dateting a materlal
misstatomand resulting froem (raud bs higher han far one resulting fram ermor, 88 fradd may Bvalve
collusinn, fargery, Intentinnal amissions, misrepresentations, ar the ovarride of Inbermal sontral.

= Cbtain an understanding of internal contral refevant 1o the sudit in onier o detign addit procedureg
that are approgrigte In the drosmatances, but not for the purpose of expressing an calnion on e
affectivaness of the Management Company's Intemal contred.

= Ewnluste e dppropristeness of scmunting poldicing us=d and tha rRASONAbEANEES of acnounting
estimates and related discosures made by Marsgement Company.

= Conclude on the appropristmness of Manegament Comgary’s use:of the galng concem basls of
afcounting snd, based on the sudit evidence obiainnd, whether a matorinl uncertainty uists related to
wyenty or conditions that mey cast significant doabt on the Fund’s abilicy to contiree &5 @ going concarm.
i wie conclude that a matedsl ncersinty sxigs, we are raguired ko deows sttentian b our Budifars
reepart ko bhie related disclosdres In the fnpncial statorments or, B guch disclosirns are insdaguats, (o
modify our epinfon. Jur conclisions are based an the sodit avidancs obislned up bo the date of Gur
auditer’s repart, However, fulune avents or cendlbams may caves the Fund (o coaze to conkinue 85 o
galng concam,

# Evaluate the deersd dan, structure and cofilenl of the financisl stabsments, nduding the
disclosures, and wh tha financial statomants rapresent the underiying transactions and ovents in
a mannar that achlaves falr prosantation.

i
Tislaima Talns Ta iy Lnnss
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We communicets with Thass Chenged mwﬂ the Management Company ragerding, smoang
other matterd; the plann=d soope and timing of the sudil and sgnificent sudh frdings, ncudieg ay
egnificant deficlencies in Intemal control that we identify dustig cor audie.

Wa sisg provide Those Cherged with Govermance of the Managemaent Company with a stotement that we
have compsied with refevant sihice requirements rogarding independeroa, and o cemmunicaks with thom
all relatianshios and othermpiters that may reasonably be thought o b=ar on our indepeancance, and whnne
applicabie, retsted safeguarntds.

From the matiers communicated with Those Charged with Sovernance of the Mansgemant Dompany, we
determing Lhowe mattars that were of most sigeificanca i the sudit of the fnancidl stataments af the
current parod and are therelore the Ly sudt matiers. Wa desceiba thase matiers in owr auditor’s repart
unhess ew or regulation precludes pubile descloswere about the maotter 0 when, in extremely s
circumstances, we determing that & matter shauld not be communicsted bt our repost becauss the adverees
m‘mﬂumnanl of toing 8o wauld reasonably he expected to outwelgh the pubile interss) banefits af gwch
communication,

Report on Other Legal and Regulatory Requirements

In aur opinlon, the financial stetements have been prepared in aosardance with T ralevant provigions of
the Non-Banking Finance Companies (Estabfishment and Aegulation] fules, 2003 and Hon-Banking Finence
Companbes and Moktdled Entitles Reguintions, J008.

The engegemant partner on tha audtit resulting in this indegendent andltor's repart is Hene Sadsg,

e Sop Vin
Chartarad

Procm: Kar

Thabe: Hpmmhn- ig, 018
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HBL FINANCIAL PLANNING FUND

Statement of Assets and Liabilities
As at June 30, 2018

Active Conservative Strategic

Allocation  Allocation Allocation Total
Plan Plan Plan
Note ~ = o (Rupees in '000) -------------------
Assets
Bank balances 5 1,278 443 149 1,870
Investments 6 328,586 132,536 207,827 668,949
Accrued mark-up 4 1 - 5
Preliminary expenses and flotation costs 7 1,144 989 860 2,993
Advances and prepayments 133 93 99 325
Total assets 331,145 134,062 208,935 674,142
Liabilities
Payable to the Management Company 8 41 12 18 71
Payable to the Trustee 9 58 24 36 118
Payable to Securities and Exchange
Commission of Pakistan 10 206 109 143 458
Accrued expenses and other liabilities 11 383 222 216 821
Total liabilities 668 367 413 1,468
Net assets 330,457 133,695 208,522 672,674
Unit holders' fund (as per statement attached) 330,457 133,695 208,522 672,674
Contingencies and commitments 12
Number of units in issue 13 3,219,253 1,288,493 2,033,911 6,541,657
Net asset value per unit 102.6500 103.7607 102.5230

The annexed notes 1 to 30 form an integral part of these financial statements.

For HBL Asset Management Limited
(Management Company)

Chief Financial Officer Chief Executive Officer Director
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HBL FINANCIAL PLANNING FUND

Income Statement
For the period from October 11, 2017 to June 30, 2018

Active Conservative Strategic

Allocation  Allocation Allocation Total
Plan Plan Plan
Note e (Rupees in '000) ---------=----=----

Income
Mark-up on deposits with bank 366 90 63 519
Capital gain on sale of investment - net 7,659 5,616 5,818 19,093
Unrealised (diminution) / appreciation on

re-measurement of investments
at 'fair value through profit or loss - held-for-trading' - net (1,423) 1,275 515 367
Back-end load income - - 1 1
Total income 6,602 6,981 6,397 19,980
Expenses
Remuneration of the Management Company 8.1 29 15 11 55
Sindh Sales Tax on remuneration of the

Management Company 8.2 4 2 1 7
Remuneration of the Trustee 9.1 220 117 153 490
Annual fee to Securities and Exchange

Commission of Pakistan 10 206 109 143 458
Allocation of expenses related to registrar services,
accounting, operation and valuation services 8.3 217 115 151 483
Amortisation of preliminary expenses and floatation costs 193 167 484 844
Auditors' remuneration 14 103 89 103 295
Fee and Subscription 40 36 65 141
Printing charges 38 33 38 109
Settlement and bank Chages 19 11 9 39
Total expenses 1,069 694 1,158 2,921
Net income from operating activities 5,533 6,287 5,239 17,059
Provision for Sindh Workers' Welfare Fund 11.1 (111) (126) (105) (342)
Net income for the period before taxation 5,422 6,161 5,134 16,717
Taxation 15 - - - -
Net income for the period after taxation 5,422 6,161 5,134 16,717
Allocation of net income for the period
Income already paid on redemption of units 503 1,385 2 1,890

Accounting income available for distribution:
- Relating to capital gains 4,919 4,776 5,132 14,827
- Excluding capital gains

4,919 4,776 5,132 14,827

Earnings per unit 16

The annexed notes 1 to 30 form an integral part of these financial statements.

For HBL Asset Management Limited
(Management Company)

Chief Financial Officer Chief Executive Officer Director
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HBL FINANCIAL PLANNING FUND

Statement of Comprehensive Income
For the period from October 11, 2017 to June 30, 2018

Active Conservative Strategic
Allocation  Allocation Allocation Total
Plan Plan Plan
Note ~ = e (Rupees in '000) ---------=---------
Net income for the period after taxation 5,422 6,161 5,134 16,717
Other comprehensive income for the period - - - -
Total comprehensive income for the period 5,422 6,161 5,134 16,717
The annexed notes 1 to 30 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial Officer Chief Executive Officer Director
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HBL FINANCIAL PLANNING FUND

Statement of Movement In Unitholders’ Fund
For the period from October 11, 2017 to June 30, 2018

Active Allocation Plan Conservative Allocation Plan Strategic Allocation Plan
Capital Unfilstnbuted Total Capital Unfjlsmbuted Total Capital Un.dlstnbuted Total
value income value income value income

{Rupees in ‘000})

Net assets at beginning of the period - - - - - - - - R

Issuance of 4,088,693 units
- Capital value (at net asset value per unit at the par value) 408,869 - 408,869 - - - - - -
- Element of Income 4,385 - 4,385 - - - - - -
Issuance of 1,812,113 units
- Capital value (at net asset value per unit at the par value) - - - 181,211 - 181,211 - - -
- Element of Income - - - 122 - 122 - - -
Issuance of 2,034,612 units
- Capital value (at net asset value per unit at the par value) - - - - - - 203,461 - 203,461
- Element of Income - - - - - - 1 - 1
Total proceeds on issuance of units 413,254 - 413,254 181,333 - 181,333 203,462 - 203,462

Redemption of 869,440 units
- Capital value (at net asset value per unit at the par value) (86,944) - (86,944) - - - - - -
- Amount paid out of element of income
Relating to net income for the year after taxation (772) (503) (1,275) - - - - - -
Redemption of 523,620 units
- Capital value (at net asset value per unit at the par value) - - - (52,362) - (52,362) - - -
- Amount paid out of element of income
Relating to net income for the year after taxation - - - (52) (1,385) (1,437) - - -
Redemption of 701 units
- Capital value (at net asset value per unit at the par value) - - - - - - (70) - (70)
- Amount paid out of element of income
Relating to net income for the year after taxation - - - - - - (2) (2) (4)

Total payments on redemption of units (87,716) (503) (88,219) (52,414) (1,385) (53,799) (72) (2) (74)

Total comprehensive income for the period - 5,422 5,422 - 6,161 6,161 - 5,134 5,134
Net assets at end of the period 325,538 4,919 330,457 128,919 4,776 133,695 203,390 5,132 208,522

Undistributed income brought forward - - R

Accounting income available for distribution
- Relating to capital gains 4,919 4,776 5,132
- Excluding capital gains - - -

4,919 4,776 5,132
Undistributed income carried forward 4,919 4,776 5,132
Undistributed income carried forward
- Realised 6,342 3,501 4,617
- Unrealised (1,423) 1,275 515
4,919 4,776 5,132
(Rupees) (Rupees) (Rupees)
Net assets value per unit at end of the period 102.6500 103.7607 102.5230

The annexed notes 1 to 30 form an integral part of these financial statements.

For HBL Asset Management Limited
(Management Company)

Chief Financial Officer Chief Executive Officer Director
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HBL FINANCIAL PLANNING FUND

Cash Flow Statement
For the period from October 11, 2017 to June 30, 2018

Active Conservative Strategic
Allocation  Allocation Allocation Total
Plan Plan Plan
Note = - Rupees in '000) -------------------
Cash flows from operating activities (Rup )
Net income for the period before taxation 5,422 6,161 5,134 16,717
Adjustments for non-cash items
Mark-up on deposits with bank (366) (90) (63) (519)
Capital gain on sale of investments (7,659) (5,616) (5,818) (19,093)
Unrealised (diminution) / appreciation on re-measurement of investments
at 'fair value through profit or loss - held-for-trading' - net 1,423 (1,275) (515) (367)
Back-end load income - - (1) (1)
Amortisation of preliminary expenses and floatation costs 193 167 484 844
(987) (653) (779) (2,419)
Increase in assets
Investments - net (322,350) (125,645) (201,494) (649,489)
Preliminary expenses and flotation costs (1,337) (1,156) (1,344) (3,837)
Advances and prepayments (133) (93) (99) (325)
(323,820) (126,894) (202,937) (653,651)
Increase in liabilities
Payable to the Management Company 41 12 18 71
Payable to the Trustee 58 24 36 118
Payable to Securities and Exchange Commission of Pakistan 206 109 143 458
Accrued expenses and other liabilities 383 222 216 821
688 367 413 1,468
Bank profits received 362 89 63 514
Back-end load income received - - 1 1
Net cash used in operating activities (323,757) (127,091) (203,239) (654,087)
Cash flows from financing activities
Receipts from issue of units 413,254 181,333 203,462 798,049
Amount paid on redemption of units 88,219 (53,799) (74) (142,092)
Net cash generated from financing activities 325,035 127,534 203,388 655,357
Net increase in cash and cash equivalents 1,278 443 149 1,870
Cash and cash equivalents at the beginning of the period - - - -
Cash and cash equivalents at the end of the period 5 1,278 443 149 1,870

The annexed notes 1 to 30 form an integral part of these financial statements.

For HBL Asset Management Limited
(Management Company)

Chief Financial Officer Chief Executive Officer Director
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HBL FINANCIAL PLANNING FUND

Notes to the Financial Statements
For the period from October 11, 2017 to June 30, 2018

1. LEGAL STATUS AND NATURE OF BUSINESS

HBL Financial Planning Fund (the Fund), was established under the Trust Deed executed between HBL Asset
Management Limited as the Management Company and MCB Financial Services Limited (MCBFSL) as the Trustee.
The Trust Deed was executed on March 22, 2017 and was approved by the Securities and Exchange Commission of
Pakistan (SECP) on April 14, 2017 in accordance with the requirements of the Non-Banking Finance Companies
(Establishment and Regulation) Rules, 2003 (NBFC Rules). The registered office of the Management Company is
situated at 7th Floor, Emerald Tower, G-19, Block 5, Main Clifton Road, Clifton. The Fund commenced its operations
from October 11, 2017.

The Fund is an open ended fund of fund scheme and the Fund is listed on Pakistan Stock Exchange Limited. The
Fund has three different plans namely Active Allocation Plan, Conservative Allocation Plan and Strategic Allocation
Plan (collectively referred as 'Plans'). The units of Conservative Allocation Plan and Active Allocation Plan were
initially offered to public (IPO) on September 11, 2017 to October 10, 2017 whereas units of Strategic Allocation
Plan were offered from August 07, 2017 to October 10, 2017. The units are transferable and can be redeemed by
surrendering them to the Fund at the option of unit holder. The Fund is perpetual but the allocation plans may have
a set time frame. Each Allocation Plan will announce separate NAVs which will rank pari passu inter se according to
the number of units of the respective Allocation Plans. Units are offered for public subscription on a continuous
basis. However, term-based plans, may be offered for a limited subscription period.

The Fund aims to generate returns on investment as per the respective Allocation Plan by investing in Mutual Funds
in line with the risk tolerance of the Investor. Following is the description of three plans currently in operation:-

The “Active Allocation Plan” is an Allocation Plan under the “HBL Financial Planning Fund” with an objective to earn
a potentially high return through active asset allocation between Equity scheme(s), Income scheme(s) and Money
Market Schemes based on the Fund Manager’s outlook on the asset classes.

The “Conservative Allocation Plan” is an Allocation Plan under the “HBL Financial Planning Fund” and primarily
aims to provide stable returns with some capital appreciation through a pre-determined mix of investments in
equity, income and money market funds. This Allocation Plan is suitable for Investors who have moderate risk
tolerance and have a short to medium term investment horizon.

The “Strategic Allocation Plan” is an Allocation Plan under the “HBL Financial Planning Fund” with an objective to
earn a potentially high return through active allocation of funds between Equity scheme(s), Income scheme(s) and
Money Market Schemes based on fundamental analysis of economic indicators, underlying asset values and a
strategy of risk aversion to market volatility. The duration of this plan is 24 months (Two Years). However, SECP or
the Management Company may wind it up or revoke, on the occurrence of certain events as specified in the Regu-
lations or clause no.10.4 of the offering document of the Fund.

JCR-VIS Credit Rating Agency has assigned management quality rating of 'AM2+ (AM two plus)' to the Management
Company while the Fund is currently not rated.

Title to the assets of the Fund are held in the name of MCB Financial Services Limited as trustee of the Fund.

No comparative figures / information have been disclosed in these financial statements as the fund commenced its
operations on October 11, 2017.

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.

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
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HBL FINANCIAL PLANNING FUND

Notes to the Financial Statements

For the period from October 11, 2017 to June 30, 2018

2.2

23

2.4

3.1

3.2

3.21

Companies Ordinance, 1984, the NBFC Rules, the NBFC Regulations and requirements of the Trust Deed have been
followed.

Basis of measurement

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

Functional and presentation currency
These financial statements are presented in Pak Rupees, which is the Fund's functional and presentation currency.
Use of judgments and estimates

The preparation of the financial statements in conformity with the approved accounting standards requires the
management to make estimates, judgements and assumptions that affect the reported amount of assets, liabilities,
income and expenses. It also requires the management to exercise judgement in application of its accounting
policies. The estimates, judgements and associated assumptions are based on the historical experience and various
other factors that are believed to be reasonable under the circumstances. Revisions to accounting estimates are
recognised in the year in which the estimates are 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.

The areas involving a higher degree of judgement or complexity, or areas where estimates and assumptions are
significant to the financial statements as a whole are as follows:

(i) classification and valuation of financial assets (notes 4.2.1.1 and 4.2.1.4); and
(ii) impairment of financial assets (note 4.2.1.5)
APPLICATION OF NEW ACCOUNTING STANDARDS / AMENDMENTS AND IFRS INTERPRETATIONS

New accounting standards / amendments and IFRS interpretations that are effective for the year ended June 30,
2018

The following standards, amendments and interpretations are effective for the year ended June 30, 2018. These
amendments are either not relevant to the Fund's operations or are not expected to have significant impact on the
Fund's financial statements other than certain additional disclosures.

Effective from accounting period
beginning on or after:
Amendments to IAS 7 'Statement of Cash Flows'
- Amendments as a result of the disclosure January 01, 2017
initiative

Amendments to IAS 12 'Income Taxes' - Recogni-
tion of deferred tax assets for unrealised losses January 01, 2017

Certain annual improvements have also been made to a number of IFRSs.
New accounting standards / amendments and IFRS interpretations that are not yet effective

The following standards, amendments and interpretations are only effective for accounting periods, beginning on
or after the date mentioned against each of them. These standards, interpretations and amendments (except for
IFRS 9 'Financial Instruments') are either not relevant to the Company's operations or are not expected to have
significant impact on the Company's financial statements other than certain additional disclosures.

Effective from accounting period

IFRS 15 'Revenue from contracts with customers' beginning on or after:

- This standard will July 01, 2018
supersede IAS 18, IAS 11, IFRIC 13, 15 and 18
and SIC 31 upon its effective date.
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HBL FINANCIAL PLANNING FUND

Notes to the Financial Statements
For the period from October 11, 2017 to June 30, 2018

3.2.2

IFRS 16 'Leases' - This standard will supersede
IAS 17 'Leases' upon its effective date.

Amendments to IFRS 2 'Share-based Payment' -
Clarification on the classification and measure-
ment of share-based payment transactions

IFRS 9 'Financial Instruments'

Amendments to IFRS 9 'Financial Instruments' -
Amendments regarding prepayment  features
with negative compensation and modifications
of financial liabilities.

IFRS 4 'Insurance Contracts': Amendments
regarding the interaction of IFRS 4 and IFRS 9.

Amendments to IFRS 10 'Consolidated Financial
Statements' and IAS

28 'Investments in Associates and Joint
Ventures' - Sale or contribution of assets
between an investor and its associate or joint
venture

Amendments to IAS 28 'Investments in Associ-
ates and Joint Ventures' - Amendments regard-
ing long-term interests in associates and joint
ventures

Amendments to IAS 19 'Employee Benefits' -
Plan Amendment, Curtailment or Settlement

Amendments to IAS 40 'Investment Property':
Clarification on transfers of property to or from
investment property

IFRIC 22 'Foreign Currency Transactions and
Advance Consideration': Provides guidance on
transactions where consideration against
non-monetary prepaid asset / deferred income
is denominated in foreign currency.

IFRIC 23 'Uncertainty over Income Tax Treat-
ments': Clarifies the accounting treatment in
relation to determination of taxable profit (tax
loss), tax bases, unused tax losses, unused tax
credits and tax rates, when there is uncertainty
over income tax treatments under [AS 12
'Income Taxes'.

Effective from accounting period
beginning on or after:

January 01, 2019

January 01, 2018

July 01, 2018

January 01, 2019

An entity choosing to apply the overlay
approach retrospectively to qualifying financial
assets does so when it first applies IFRS 9. An
entity choosing to apply the deferral approach
does so for annual periods beginning on or after
1 January 2018.

Effective from accounting period beginning on
or after a date to be determined. Earlier applica-
tion is permitted.

January 01, 2019

January 01, 2019

January 01, 2018

January 01, 2018

January 01, 2019

Certain annual improvements have also been made to a number of IFRSs which are also not expected to have mate-

rial impact on financial reporting of the Fund.

IFRS 9 'Financial Instruments' impact assessment

IFRS 9 'Financial Instruments' was issued on July 24, 2017. This standard is adopted locally by the Securities and
Exchange Commission of Pakistan and is effective from accounting periods beginning on or after July 1, 2018.
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3.2.2.1 Key requirements of IFRS 9 are as follows;
Classification and measurement of financial assets

- All recognized financial asset that are within the scope of IFRS9 are required to be subsequently measured at
amortised cost or fair value.

- Debt investments that are held within a business model whose objective is to collect the contractual cash flows
that are solely payments of principal and interest on the principal outstanding are generally measured at
amortised cost at the end of subsequent accounting periods.

- Debt instruments that are held within a business model whose objective is achieved both by collecting
contractual cash flows and selling financial assets, and that have contractual terms that give rise on specified
dates to cash flows that are solely payments of principal and interest on the principal amount outstanding are
generally measured at FVTOCI.

- All other debt investments and equity investments are measured at their fair value at the end of subsequent
accounting periods.

- In addition, under IFRS 9, entities may make an irrevocable election to present subsequent changes in the fair
value of an equity investment (that is not held for trading nor contingent consideration recognized by an acquirer
in a business combination) in other comprehensive income, with only dividend income generally recognized in
profit or loss.

Classification and measurement of financial liabilities

With regard to the measurement of financial liabilities designated as at fair value through profit or loss, IFRS 9
requires as follows;

- The amount of change in the fair value of a financial liability that is attributable to changes in the credit risk of
that liability is presented in other comprehensive income, unless the recognition of such changes in other
comprehensive income would create or enlarge an accounting mismatch in profit or loss.

- Changes in fair value attributable to a financial liability's credit risk are not subsequently reclassified to profit or
loss. Under IAS 39, the entire amount of the change in the fair value of the financial liability designated as fair
value through profit or loss is presented in profit or loss.

Impairment of financial assets

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

SECP through its SCD/AMCW/RS/MUFAP/2017-148 dated November 21, 2017 have deferred the applicability of
above provision requirements in relation to debt securities for mutual funds.

3.2.2.2 Impact assessment

Based on the analysis of Fund's financial assets and liabilities as at June 30, 2018 on the basis of facts and circum-
stances that exists at that date, the Management Company have assessed the impact of IFRS 9 to the Fund's finan-
cial statements as follows;

Units of other mutual funds classified as financial assets at fair value through profit or loss - held for trading qualify
for designation as measured at fair value through profit or loss upon application of IFRS 9.

Financial assets classified as loans and receivables are held with a business model whose objective is to collect the
contractual cash flows that are solely payments of principal and interest on the principal outstanding. These finan-
cial assets will qualify for designation as measured at amortised cost and will continue to be subsequently
measured at amortised cost upon application of IFRS 9.

Financial liabilities classified as amortised cost will continue to be subsequently measured at amortised cost upon
application of IFRS 9.
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3.2.3 Other than the aforesaid standards, interpretations and amendments, the International Accounting Standards
Board (IASB) has also issued the following standards which have not been adopted locally by the Securities and
Exchange Commission of Pakistan:
- IFRS 1 - First Time Adoption of International Financial Reporting Standards
- IFRS 14 — Regulatory Deferral Accounts
- IFRS 17 = Insurance Contracts

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

4.1 Cash and cash equivalents

Cash and cash equivalents comprise balances with banks and short-term highly liquid investments with original
maturities of three months or less. Cash and cash equivalents are carried in the statement of assets and liabilities

at cost.
4.2 Financial instruments
4.2.1 Financial assets

4.2.1.1  Classification
Management Company of the Fund determines the appropriate classification of financial assets in accordance with
the requirements of International Accounting Standard 39 (IAS 39), "Financial Instruments: Recognition and
Measurement" at the time of purchase of financial assets and re-evaluates this classification on a regular basis. The
classification depends upon the purpose for which the financial assets are acquired. The financial assets of the
Fund are currently categorised as follows:

The Fund classifies its financial assets in the following categories:
a)Financial assets at fair value through profit or loss - held-for-trading

An investment that is acquired principally for the purpose of generating profit from short-term fluctuations
in prices is classified as a "fair value through profit or loss - held-for-trading".

b)Loans and receivables

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

c)Available-for-sale

Available for sale financial assets are those non-derivative financial assets that are designated as
available-for-sale or are not classified as (i) loans and receivables, (ii) held to maturity investments or (iii) financial
assets at fair value through profit or loss. These are intended to be held for an indefinite period of time which may
be sold in response to the needs for liquidity or change in price. Currently, there are no investment of the Fund
classified as available-for-sale.

4.2.1.2 Regular way contracts

All regular purchases / sales of investments are recognized on the trade date i.e. the date that the Fund commits
to purchase / sell the investments.

4.2.1.3 Initial recognition and measurement
All financial assets are initially recognised at cost, being the fair value of the consideration given including the trans-
action cost associated with the acquisition, except in case of "financial assets at fair value through profit or loss", in
which case the transaction costs are charged off to the Income Statement.

4.2.1.4 Subsequent measurement

Subsequent to initial recognition, financial assets designated by the management as 'at fair value through profit or
loss - held-for-trading' and 'available for sale' are valued as follows:
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a)Basis of valuation of units of mutual funds

The investment of the Fund in mutual funds is valued on the basis of closing Net Asset Value (NAV) of the
underlying mutual funds at the reporting date without any deduction for estimated future selling costs.

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

Net gains and losses arising from changes in the fair value of available for sale financial assets are taken to the
statement of comprehensive income until these are derecognized or impaired. At the time of impairment or
derecognized, the cumulative gain or loss previously recognized in the statement of comprehensive income is
taken to the income statement.

b)Loans and receivables

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

Gains or losses are also recognised in the 'income statement' when financial assets carried at amortised cost are
derecognised or impaired.

4.2.1.5 Impairment of financial assets

The carrying value of the Fund's financial assets are reviewed at each reporting date to determine whether there
is any indication of impairment. If such an indication exists, the recoverable amount of such asset is estimated. An
impairment loss is recognized whenever, the carrying amount of an asset exceeds its recoverable amount. Impair-
ment losses are recognized in the Income Statement.

a) Debt securities

Provision for non-performing debt securities is made on the basis of time based criteria as prescribed under
circular no. 33 of 2012 dated October 24, 2012 issued by the SECP.

b) Equity securities

The Fund assess at each reporting date whether there is objective evidence that a financial asset or a group of
financial asset is impaired. In case of investments classified as 'available for sale', a significant or prolonged
decline in the fair value of the security below its cost is considered an indicator that the securities are impaired.
If any such evidence exists for 'available-for-sale’ financial assets, the cumulative loss measured as the difference
between the acquisition cost and the current fair value, less any impairment loss on that financial asset
previously recognized in income statement is reclassified from other comprehensive income and recognized in
the income statement. However, the decrease in impairment loss on equity securities are not reversed through
the Income Statement.

c) Loans and receivables

For financial assets classified as 'loans and receivables', a provision for impairment is established when there is
objective evidence that the Fund will not be able to collect all amounts due according to the original terms. The
amount of the provision is the difference between the assets carrying value and present value of estimated
future cash outflows, discounted at the original effective interest rate.

4.2.1.6 Derecognition

Financial assets are derecognized when the rights to receive cash flows from the financial assets have expired or
have been transferred and where the Fund has transferred substantially all risks and rewards of ownership.

4.2.2 Financial liabilities

All financial liabilities are recognized at the time when the Fund becomes a party to the contractual provisions of
the instrument. They are initially recognized at fair value and subsequently stated at amortized cost.

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expired.
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4.2.3 Offsetting of financial assets and financial liabilities

Financial assets and financial liabilities are only offset and the net amount reported in the statement of assets and
liabilities when there is a legally enforceable right to set off the recognised amount and there is intention to settle
on a net basis, or to realise the asset and settle the liability simultaneously.

4.3 Preliminary expenses and floatation costs

Preliminary expenses and floatation costs represent expenditure incurred prior to the commencement of opera-
tions of the Fund. These costs are being amortized over a period of two years for strategic allocation plan and five
years for active allocation plan and conservative allocation plan in accordance with the requirements set out in the
Trust Deed of the Fund and the NBFC Rules.

4.4 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 amount of obligation can be made. Provisions are regularly reviewed and adjusted to
reflect the current best estimate.

4.5 Taxation

The income of the Fund is exempt from income tax under clause 99 of Part | of the Second Schedule to the Income
Tax Ordinance, 2001 subject to the condition that not less than ninety percent of its accounting income for the year,
as reduced by capital gains, whether realised or unrealised, is distributed in cash to the unit holders.

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

The Fund does not account for deferred tax in these financial statements as the Fund intends to continue availing
the tax exemption in future years by distributing in cash at least ninety percent of its accounting income for the year
as reduced by capital gains, whether realised or unrealised, to its unit holders.

4.6 Proposed distributions

Distributions declared subsequent to the reporting date are considered as non-adjusting events and are not
recognised before the reporting date.

4.7 Issue and redemption of units
Units issued for each allocation plan are assigned offer price, prevalent on the day on which the applications for
issuance of units are received, however, units are issued on the receipt of cash / realisation of cheques. The offer
price represents the net asset value per unit as at the close of the business day plus the allowance for front-end
sales load and provision of any duties and charges, if applicable.
Units redeemed of each allocation plan are recorded at the redemption price, applicable to units for which the
Fund receives redemption applications during the business hours of that day. The redemption price represents the
net asset value per unit as at the close of the business day less any back-end load and an amount that the manage-
ment company may consider to be an appropriate provision of duties and charges. Redemption of units is recorded
on acceptance of application for redemption.

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

The Fund has followed the requirements of SRO 756 (I) 2017 dated August 3, 2017 read with NBFC regulations,
2008 in the preparation of these financial statements as follows:

- element of income has been determined as the difference between net assets value on the issuance or
redemption date, as the case maybe, of units and the net asset value at the beginning of the accounting period;

- presented distributable income in statement of movement In unitholders’ fund ; and

- presented allocation of net income available for distribution relating to capital gains and excluding capital gains
in statement of movement In unitholders’ fund.

49 Net assets value per unit

The net asset value (NAV) per unit for each plan as disclosed in the statement of assets and liabilities is calculated
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by dividing the net asset of the Fund by the number of units in issue at the period end.

4.10 Revenue recognition

- Capital gains / (losses) arising on sale of investments are included in the Income Statement on the date at which
the transaction takes place.

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

- Dividend income is recognized when the right to receive the dividend is established i.e. on the date of book
closure of the investee company / institution declaring the dividend.

- Income on bank balances and term deposits is recognised on a time proportionate basis.
4.11 Expenses

All expenses including NAV based expenses (namely management fee, trustee fee and annual fee payable to the
SECP) are recognised in the income statement on a time apportion basis.

5 BANK BALANCES
Active Conservative Strategic
Allocation  Allocation Allocation Total
Plan Plan Plan
Note ~ = e (Rupees in '000) -------------------
Savings accounts 5.1 1,278 443 149 1,870
6. INVESTMENTS - NET
Active Conservative Strategic
Allocation  Allocation Allocation Total
Plan Plan Plan

Investments by category

At fair value through profit or loss - held-for-trading

Units of mutual funds 6.1 328,586 132,536 207,827 668,949
"Market
Total Total Appreciation/ Market valueasa
Purchases Redemptions As at carrying market  (diminution) valueasa  percentage
Name of Investee Funds during the  during the June 30, valueasat valueas at asat percentage of total
Year year 2018 June 30, June 30, June 30, of net value of
2018 2018 2018 assets Investment"
——————————————————— Number of Units ------------------- ---mmommomo———-—- (Rupees in '000) -------------------
Active Allocation Plan
HBL Cash Fund 4,925,468 3,694,565 1,230,903 130,431 130,431 - 39.47 39.69
HBL Stock Fund 2,387,508 536,765 1,850,743 199,578 198,155 (1,423) 59.96 60.31
7,312,976 4,231,330 3,081,646 330,009 328,586 (1,423) 99.43 100.00
Conservative Allocation Plan
HBL Cash Fund 2,428,577 1,428,587 999,990 105,962 105,962 - 79.26 79.95
HBL Stock Fund 370,166 121,971 248,195 25,299 26,574 1,275 19.88 20.05
2,798,743 1,550,558 1,248,185 131,261 132,536 1,275 99.14 100.00
Strategic Allocation Plan
HBL Cash Fund 858,335 478,291 380,044 40,271 40,271 - 19.31 19.38
HBL Income Fund 2,313,255 1,734,330 578,925 64,415 64,415 - 30.89 30.99
HBL Stock Fund 1,326,349 363,022 963,327 102,626 103,141 515 49.46 49.63
4,497,939 2,575,643 1,922,296 207,312 207,827 515 99.66 100.00
Total as at June 30, 2018 14,609,658 8,357,531 6,252,127 668,582 668,949 367
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7. Preliminary Expenses and Flotation Costs
Active Conservative Strategic
Allocation  Allocation Allocation Total
Plan Plan Plan

Opening balance - - - -
Cost incurred during the period 1,337 1,156 1,344 3,837

Less: amortised during the period (193) (167) (484) (844)
Closing balance 1,144 989 860 2,993
8. Payable to the Management Company
Active Conservative Strategic
Allocation  Allocation Allocation Total
Plan Plan Plan
Note ~ = e (Rupees in '000) -------------------

Management fee 8.1 2 1 1 4
Sindh Sales Tax on Management

Company's remuneration 8.2 - - - -

Allocation of expenses related to registrar
services, accounting, operation and

valuation services 8.3 28 11 17 56
Sales load payable 11 - - 11
41 12 18 71
8.1 As per offering document of the Fund, the Management Company of the Fund is entitled to a remuneration not

exceeding 1% of average annual net assets (other than collective investment scheme managed by the Management
Company) of each plan.

8.2 This represents amount payable in respect of Sindh Sales Tax at the rate of 13% on the services provided by the
Management Company as required by Sindh Sales Tax on Services Act, 2011.

8.3 As per Regulation 60(3)(s) of the amended NBFC Regulations dated November 25, 2015, fee and expenses pertain-
ing to registrar services, accounting, operation and valuation services related to a Collective Investment Scheme
(CIS) are chargeable to the CIS, maximum upto 0.1 percent of the average annual net assets of each plan or the
actual cost whichever is lower. Accordingly, the Management Company has charged aforementioned expenses to
the extent of 0.1% of the average annual net assets of each plan, being lower amount, to the Fund during the

period.

9. PAYABLE TO THE TRUSTEE N N N
Active Conservative Strategic
Allocation  Allocation Allocation Total
Plan Plan Plan
Note = - (Rupees in '000) -------------------
Remuneration payable to the Trustee 9.1 51 21 32 104
Sindh Sales Tax on Trustee's remuneration 7 3 4 14
58 24 36 118

9.1 The Trustee is entitled to a monthly remuneration for services rendered to the Fund under the provisions of the

Trust Deed as per the tariff specified there in, based on the daily Net Asset Value (NAV) of the Fund. The remunera-
tion is paid to the trustee monthly in arrears.

Based on the Trust Deed, the tariff structure applicable to the Fund as at June 30, 2018 is as follows:

Net assets Tariff per annum
Up to Rs. 1 billion 0.09% per annum of the daily average net assets
Over Rs. 1 billion Rs 0.9 million plus 0.065% per annum of the daily average net assets

exceeding one billion
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10. PAYABLE TO SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN

Under the provisions of the NBFC Regulations, 2008 a collective investment scheme categorised as a fund of fund
scheme is required to pay as annual fee to the SECP, an amount equal to 0.095 percent of the average annual net
assets of the scheme. The fee is payable annually in arrears.

11. ACCRUED EXPENSES AND OTHER LIABILITIES
Active Conservative Strategic
Allocation  Allocation Allocation Total
Plan Plan Plan
Note = =mmmmemmmmemeemee (Rupees in '000) -------------------
Withholding tax 126 - - 126
Provision for Sindh Workers' Welfare Fund 11.1 111 126 105 342
Zakat payable 50 - - 50
Printing charges 25 26 29 80
Auditors' remuneration 14 71 70 82 223
383 222 216 821
11.1 SINDH WORKERS' WELFARE FUND

The Government of Sindh has introduced levy of the Sindh Workers’ Welfare Fund (SWWF) through the Sindh
Workers’” Welfare Act, 2014. The Mutual Fund Association of Pakistan (MUFAP), in the previous years based on
opinion obtained from the tax consultants, concluded that SWWF is not applicable on mutual funds. MUFAP also
wrote to the Sindh Revenue Board (SRB) that mutual funds are not establishments and are pass through vehicles;
therefore, they do not have any worker and, as a result, no SWWF is payable by them. SRB responded back that as
mutual funds are included in definition of financial institutions in the Financial Institutions (Recovery of Finance)
Ordinance, 2001, and thus SWWF is payable by them. MUFAP has taken up the matter with the concerned ministry
[Sindh Finance Ministry] for appropriate resolution of the matter which is pending.

In view of the above developments regarding applicability of SWWF, the MUFAP called its Extraordinary General
Meeting (EOGM) on January 11, 2017, wherein the MUFAP recommended to its members, Sindh Workers' Welfare
Fund (SWWF) should be recognized effective from May 21, 2015.

Based on above, provision against SWWF amounting to Rs. 110,674 Rs. 125,754 and Rs. 104,744 million has been
made during the period in Active Allocation Plan, Conservative Allocation Plan and Strategic Allocation Plan respec-
tively. Had the provision not been made, the net asset value per unit would have been higher by Rs. 0.034 per unit,
Rs. 0.098 per unit and Rs. 0.051 per unit of the Active Allocation Plan, Conservative Allocation Plan and Strategic
Allocation Plan respectively.

12. CONTINGENCIES AND COMMITMENTS

There were no contingencies and commitments outstanding as at June 30, 2018.

13. NUMBER OF UNITS IN ISSUE
Active Conservative Strategic
Allocation  Allocation Allocation Total
Plan Plan Plan
------------------- (Rupees in '000) ---------=---------
Units issued 4,088,693 1,812,113 2,034,612 7,935,418
Units redeemed (869,440) (523,620) (701) (1,393,761)
Total units in issue at the end of the period 3,219,253 1,288,493 2,033,911 6,541,657
14. AUDITOR'S REMUNERATION
Active Conservative Strategic
Allocation  Allocation Allocation Total
Plan Plan Plan
------------------- (Rupees in '000) ---------=---------
Annual audit fee 65 60 65 190
Fee for half yearly review 20 20 20 60
Other certifications and out of pocket 18 9 18 45

103 89 103 295
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15. TAXATION

The Fund has incurred tax loss during the year which has been computed based on requirement of Income Tax
Ordinance, 2001.Accordingly, no provision for taxation has been recoginized in these financial statements. Further,
the Fund is also exempt from provision of Section 113 (minimum tax) under clause 11A of Part IV of Second Sched-
ule to the Income Tax Ordinance, 2001. Hence, no provision with respect to tax has been recognized in the income
statement.

16. EARNINGS PER UNIT

Earnings per unit (EPU) has not been disclosed as in the opinion of Management Company determination of cumu-
lative weighted average number of outstanding units is not practicable.

17. TRANSACTIONS WITH CONNECTED PERSONS

Connected persons include HBL Asset Management Limited being the Management Company, Habib Bank Limited
being the Sponsor, Central Depository Company of Pakistan Limited, being the Trustee of the Fund, other collective
investment schemes managed by the Management Company, directors and officers of the Management Company,
directors of connected persons and persons having 10% or more beneficial ownership of the units of the Fund.

Transactions with connected persons are in the normal course of business, at contracted rates and terms deter-
mined in accordance with market rates.

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

Details of the transactions with connected persons and balances with them, if not disclosed elsewhere in the finan-
cial statements are as follows:

17.1 Transactions during the period
Active Conservative Strategic
Allocation  Allocation Allocation Total
Plan Plan Plan

HBL Asset Management Limited -
Management Company

Remuneration of the Management Company 33 17 12 62
Allocation of expenses related to registrar services,

accounting, operation and valuation services 217 115 151 483
Issue of 999,202 units - - 99,920 99,920

Habib Bank Limited - Sponsor

Bank Charges 19 11 9 39
Mark-up on deposits with bank 366 84 61 511

MCB Financial Services Limited - Trustee

Remuneration of the Trustee 220 117 153 490

HBL Cash Fund - CIS managed by the Management Company

Purchase of 4,925,468 units 510,511 - - 510,511
Purchase of 2,428,577 units - 251,762 - 251,762
Purchase of 858,335 units - - 90,271 90,271
Redemption of 3,694,565 units 386,294 - - 386,294
Redemption of 1,428,587 units - 150,607 - 150,607
Redemption of 478,291 units - - 50,412 50,412
HBL Stock Fund- CIS managed by the Management Company

Purchase of 2,387,508 units 257,133 - - 257,133
Purchase of 370,166 units - 37,700 - 37,700
Purchase of 1,326,349 units - - 141,300 141,300
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Active Conservative Strategic
Allocation  Allocation Allocation Total
Plan Plan Plan

Redemption of 536,765 units 59,000 - - 59,000
Redemption of 121,971 units - 13,210 - 13,210
Redemption of 363,022 units - - 40,000 40,000
HBL Income Fund - CIS managed by the Management Company

Purchase of 2,313,255 units - - 250,415 250,415
Redemption of 1,734,330 units - - 190,080 190,080
Executives of the Management Company

Issue of 38,992 units 4,000 - - 4,000
Patient Welfare Association - Connected person due

to holding of 10%

Issue of 400,000 units - 40,000 - 40,000
Ferozsons Laboratories Limited - Employees Provident Fund

Connected person due to holding of 10% or more

Issue of 500,000 units 50,000 - - 50,000
Mr. Mir Ghulam Ali Talpur - Connected person due

to holding of 10% or more

Issue of 250,500 units - - 25,050 25,050
Mr. Mudassar Igbal - Connected person due

to holding of 10% or more

Issue of 150,000 units - 15,000 - 15,000
Mr. Aamer Raza Ataullah Khan - Connected person due

to holding of 10% or more

Issue of 196,811 units - - 20,012 20,012
Mr. Farid Khan - Connected person due

to holding of 10% or more

Issue of 500,000 units - 50,000 - 50,000
Mr. Towfiq H. Chinoy - Connected person due

to holding of 10% or more

Issue of 986,321 units 100,000 - - 100,000
Sapphire Finishing Mills Limited - Employees Provident Fund

Connected person due to holding of 10% or more

Issue of 254,254 units. - - 25,426 25,426
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Active Conservative Strategic

Allocation  Allocation Allocation Total
Plan Plan Plan
17.2 Balances outstanding as at periodend 000 e (Rupees in '000) -------------------
HBL Asset Management Limited -
Management Company
Management fee 2 1 1 4
Allocation of expenses related to registrar services,
accounting, operation and valuation services 28 11 17 56
Sales load payable 11 - - 11
Units held 999,202 units - - 102,513 102,513
Habib Bank Limited - Sponsor
Mark-up accrued on deposits with bank 4 1 - 5
Bank balances 1,268 387 137 8,651
MCB Financial Services Limited - Trustee
Remuneration payable to the Trustee 58 24 36 118

HBL Cash Fund - CIS managed by the Management Company

130,431

Units held 1,230,903 units 130,431

Units held 999,990 units 105,962 - 105,962
Units held 380,044 units - - 40,271 40,271
HBL Stock Fund- CIS managed by the Management Company
Units held 1,850,743 units 198,155 - - 198,155
Units held 248,195 units - 26,574 - 26,574
Units held 963,327 units - - 103,141 103,141
HBL Income Fund - CIS managed by the Management Company
Units held 578,925 units - - 64,415 64,415
Executives of the Management Company
Units held 38,992 units 4,003 - - 4,003
Ferozsons Laboratories Limited - Employees Provident Fund

Connected person due to holding of 10% or more
Units held 500,000 units 51,325 - - 51,325
Mr. Mir Ghulam Ali Talpur - Connected person due

to holding of 10% or more
Units held 250,500 units - - 25,682 25,682
Mr. Mudassar Igbal - Connected person due

to holding of 10% or more
Units held 150,000 units - 15,564 - 15,564
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Mr. Aamer Raza Ataullah Khan - Connected person due
to holding of 10% or more

Units held 196,811 units - - 20,178 20,178

Mr. Farid Khan - Connected person due
to holding of 10% or more

Units held 500,000 units - 51,880 - 51,880

Mr. Towfig H. Chinoy - Connected person due
to holding of 10% or more

Units held 986,321 units 101,246 - - 101,246

Sapphire Finishing Mills Limited - Employees Provident Fund
Connected person due to holding of 10% or more

Units held 254,254 units - - 26,067 26,067
18. FINANCIAL INSTRUMENTS BY CATEGORY
Active Allocation Plan Conservative Allocation Plan Strategic Allocation Plan
At fair value At fair value At fair value
through profit through profit through profit
gh p Loaps and Total gh p! Loar_\s and Total gh p! Loa?s and Total Total
or loss held receivables or loss held receivables or loss held receivables
-for- trading -for- trading -for- trading

---- (Rupees in '000) ---

Financial Assets

Bank balances - 1,278 1,278 - 443 443 - 149 149 1,870
Investments 328,586 - 328,586 132,536 - 132,536 207,827 - 207,827 668,949
Accrued mark-up - 4 4 - 1 1 - - - 5

328,586 1,282 329,888 132,536 444 132,980 207,827 149 207,976 670,824

Active Conservative Strategic
Allocation Allocation Allocation Total
Plan Plan Plan

) R S (Rupees in '000) -------------------
Financial liabilities - at amortised cost

Payable to the Management Company 41 12 18 71
Payable to the Trustee 58 24 36 118
Accrued expenses and other liabilities 96 96 111 303
Unit Holders' Fund 330,457 133,695 208,522 672,674

330,652 133,827 208,687 673,166
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19. FINANCIAL RISK MANAGEMENT

The Board of Directors of the Management Company has overall responsibility for the establishment and oversight
of the Fund's risk management framework. The Board is also responsible for developing and monitoring the Fund's
risk management policies.

The Fund's risk management policies are established to identify and analyse the risks faced by the Fund, to set
appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and
systems are reviewed regularly to reflect changes in market conditions and the Fund's activities.

The Fund's activities expose it to a variety of financial risks: market risk, credit risk and liquidity risk.
19.1 Market risk

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

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

Market risk comprises of three types of risk: currency risk, interest rate risk and price risk.
19.1.1 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, at present, is not exposed to currency risk as its all transactions are
carried out in Pak Rupees.

19.1.2 Interest rate risk

Interest 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 interest rates.

a)Cash flow interest rate risk

The Fund's interest rate risk arises from the balances in savings accounts. The net income for the period would
have increased / (decreased) by Rs. 0.08137 million of Active Allocation Plan, Rs. 0.0043 million of Conservative
Allocation plan and Rs. 0.00149 million of Strategic Allocation Plan, had the interest rates on savings accounts
with banks increased / (decreased) by 100 basis points.

b)Fair value interest rate risk

Since the Fund currently does not have any fixed rate instruments that are impacted by market interest rates,
therefore, it is not exposed to fair value interest rate risk.

19.1.3 Price risk

Price risk is the risk of volatility in prices of financial instruments resulting from their dependence on market
sentiments, speculative activities, supply and demand for financial instruments and liquidity in the market. The
value of investments may fluctuate due to change in business cycles affecting the business of the fund in which the
investment is made, change in business circumstances of the fund, industry environment and / or the economy in
general. The Fund's strategy on the management of investment risk is driven by the Fund's investment objective.
The Fund's price risk is managed on a daily basis by the investment committee in accordance with the policies and
procedures laid down by the SECP. The price risk is managed by monitoring exposure to marketable securities and
by complying with the internal risk management policies and regulations laid down in NBFC Regulations, 2008.

In case of 5% increase / decrease in price of all units held by Funds at the period end, net income for the period
would increase / decrease by Rs. 16.429 million of Active Allocation Plan, Rs. 6.626 million of Conservative Alloca-
tion Plan and Rs. 10.391 million of Strategic Allocation Plan and net assets of the Active Allocation Plan, Conserva-
tive Allocation Plan and Strategic Allocation Plan would increase / decrease by the same amount as a result of gains
/ losses on units of Fund at fair value through profit or loss.
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19.1.4 Credit risk

Credit risk represents the risk of a loss if the counter parties fail to perform as contracted. The Fund's credit risk
mainly arises from deposits with banks and financial institutions and credit exposure arising as a result of dividend
receivable on equity securities.

Management of credit risk

For banks and financial institutions, the Fund keeps deposits with reputed institutions. Credit risk on account of
dividend receivable is minimal due to the statutory protections. All transactions in units are settled / paid for upon
delivery using the system of Trustee. The risk of default in these transactions is considered minimal due to inherent
systematic measures taken therein. The Fund's policy is to enter into financial contracts in accordance with the
investment guidelines approved by the Investment Committee, its Trust Deed and the requirements of the NBFC
rules and the regulations and the guidelines given by the SECP from time to time.

The analysis below summarises the credit quality of the balances in deposit accounts with Banks with which the
Fund has kept such balances as at June 30, 2018:

Active Conservative Strategic Latest available

Name of bank Allocation Allocation Allocation  published rating aRagl:cg
Plan Plan Plan as at June 30, 2018 gency
Habib Bank Limited 1,268 387 137 AAA JCR-VIS
JS Bank Limited 10 56 12 AA- PACRA
1,278 443 149

The maximum exposure to credit risk before considering any collateral as at June 30, 2018 is the carrying amount
of the financial assets. Investments in units, however, are not exposed to credit risk. None of these assets are
'impaired' nor 'past due but not impaired".

Concentration of credit risk

Concentration of credit risk arises when a number of financial instruments or contracts are entered into with the
same counterparty, or where a number of counterparties are engaged in similar business activities, or activities in
the same geographic region, or have similar economic features that would cause their ability to meet contractual
obligations to be similarly affected by changes in economic, political or other conditions. The Fund's portfolio of
financial assets is broadly diversified and transactions are entered into with diverse credit worthy counterparties
thereby mitigating any significant concentration of credit risk.

The Fund's bank balances are held with two banks. Management believes that such banks are reputed institutions.
19.1.5 Liquidity risk

Liquidity risk is the risk that the Fund may not be able to generate sufficient cash resources to settle its obligations
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 cash redemptions, if any, at the option of unit holders. The Fund's approach to manag-
ing 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, without incurring unacceptable losses or risking damage to
the Fund's reputation. Its 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.

The Fund has the ability to borrow in the short term to ensure settlement. The maximum amount available to the
Fund from the borrowing would be limited to fifteen percent of the total net asset value of the Fund at the time of
borrowing and shall be repayable within 90 days. The facility would bear interest at commercial rates and would be
secured against the assets of the Fund. However, during the current period no borrowings were made by the Fund.

In order to manage the Fund's overall liquidity, the Fund also has the ability to 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. However, no such instances were
witnessed by the Fund during the current period.
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The table below analyses the Fund's financial liabilities into relevant maturity groupings based on the remaining
period at the balance sheet date to the contractual maturity date. The amounts in the table are the contractual
undiscounted cash flows:

Active Allocation Plan Conservative Allocation Plan Strategic Allocation Plan Total
Over three Qyer Over three Qver Over three Qyer
Upto three |0 ahs one Total  Uptothree o one one Total  Uptothree oo obe one Total
months andupto  year months andupto year months andupto year
one year one year one year
---------- (Rupees in '000)----------
Financial Liabilities
Payable to the Management
Company 41 - - 41 12 - - 12 18 - - 18 71
Payable to the Trustee 58 - - 58 24 - - 24 36 - - 36 118
Accrued expenses and
other liabilities 96 - - 96 96 - - 96 111 - - 111 303
195 - - 195 132 - - 132 165 - - 165 492
Unit Holders' Fund 330,457 - - 330,457 133,695 - - 133,695 208,522 - - 208,522 672,674
20. FAIR VALUE AND CATEGORIES OF FINANCIAL INSTRUMENTS FAIR VALUE AND CATEGORIES 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. 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.

The fair value of financial assets and liabilities traded in active markets i.e. units of mutual funds are based on the
quoted NAVs at the close of the reporting date. The quoted market price 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.

The Fund classifies 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:

- Fair value measurements using quoted prices (unadjusted) in active markets for identical assets or liabilities (level
1);

- Fair value measurements using 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) (level 2); and

- Fair value measurements using Inputs for assets or liability that are not based on observable market data (i.e.
unobservable inputs) (level 3).
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Active Allocation Plan

Carrying amount Fair Value
Fair value _ Loans and .Othe.r Total Levell Level2 Level3 Total
Note through profit receivablesﬁ“anc'al
or loss - held assets /
for trading liabilities
---------- (Rupees in '000)----------
On-balance sheet financial instruments
Financial assets measured at fair value
Investments 6 328,586 - - 328,586 328,586 - - 328,586
328,586 - - 328,586 328,586 - - 328,586
Financial assets not measured at fair value 20.1
Bank balances - 1,278 - 1,278
Accrued mark-up - 4 - 4
- 1,278 - 1,282
Financial liabilities not measured at fair value  20.1
Payable to the Management Company - 41 - -
Payable to the Trustee - 58 - -
Accrued expenses and other liabilities - 96 - -
Unit Holders' Fund - 330,457 - -
- 330,652 - -

Conservative Allocation Plan

Carrying amount Fair Value
Fair value _ Loans and .Othe.r Total Levell Level2 Level3 Total
Note through profit receivablesﬁ"a"c'al
or loss - held assets /
for trading liabilities
---------- (Rupees in '000)----------
On-balance sheet financial instruments
Financial assets measured at fair value
Investments 6 132,536 - - 132,536 132,536 - - 132,536
132,536 - - 132,536 132,536 - - 132,536
Financial assets not measured at fair value 20.1
Bank balances - 443 - 443
Accrued mark-up - 1 - 1
- 444 - 444
Financial liabilities not measured at fair value  20.1
Payable to the Management Company - 12 - -
Payable to the Trustee - 24 - -
Accrued expenses and other liabilities - 96 - -
Unit Holders' Fund - 133,695 - -
- 133,827 - -
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Strategic Allocation Plan

Carrying amount Fair Value
Fair value _ Loans and .Othe_r Total Levell Level2 Level3 Total
Note through profit receivablesﬁ"anc'al
or loss - held assets /
for trading liabilities
---------- (Rupees in '000)----------
On-balance sheet financial instruments
Financial assets measured at fair value
Investments 6 207,827 - - 207,827 207,827 - - 207,827
207,827 - - 207,827 207,827 - - 207,827
Financial assets not measured at fair value 20.1
Bank balances - 149 - 149
149 - 149
Financial liabilities not measured at fair value  20.1
Payable to the Management Company - 18
Payable to the Trustee - 36
Accrued expenses and other liabilities - 111 -
Unit Holders' Fund - 208,522 -
208,687 -

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

21. Valuation techniques

For level 1 investments at fair value through profit or loss - held for trading investment in respect of units of mutual
funds, Fund uses daily NAVs which are taken from MUFAP at reporting date.

22. Transfers during the period
There were no transfers between various levels of fair value hierarchy during the period.

23. UNIT HOLDERS' FUND RISK MANAGEMENT
The unit holders' fund is represented by redeemable units. These units are entitled to distributions and to payment
of a proportionate share, based on the Fund's net asset value per unit on the redemption date. The relevant move-
ments are shown in the Statement of Movement in Unit Holders' Fund. The Fund has no restrictions on the
subscription and redemption of units except for maintaining minimum fund size of Rs.100 million at all times. The
Fund has maintained and complied with the requirements of minimum fund size during the period.
The Fund's objectives when managing unit holders' fund are to safeguard its ability to continue as a going concern
so that it can continue to provide returns to unit holders and to maintain a strong base of assets under manage-
ment.
In accordance with the risk management policies stated in note 19, the Fund endeavors to invest the subscriptions
received in appropriate investments while maintaining sufficient liquidity to meet redemption requests, which
would be augmented by short-term borrowings or disposal of investments where necessary.

24, LIST OF TOP TEN BROKERS / DEALERS BY PERCENTAGE OF COMMISSION PAID / PAYABLE

There were no brokers during the period ended June 30, 2018.
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25. PATTERN OF UNITHOLDING

Active Allocation Plan

Unit holding

Category Number of Number of - Percentage
. . or investment
units holders units held amount of total
(Rupees in '000)
Individuals 91 1,643,940 168,751 51.07%
Associated Companies and Directors 2 1,025,313 105,248 31.85%
Retirement Funds 2 550,000 56,458 17.08%
95 3,219,253 330,457 100%
Conservative Allocation Plan
Individuals 23 888,493 41,504 68.96%
Other Corporate 1 400,000 92,191 31.04%
24 1,288,493 133,695 100%
Strategic Allocation Plan
Individuals 25 760,582 77,977 37.40%
Associated Companies and Directors 1 999,202 102,441 49.13%
Retirement Funds 1 254,254 26,067 12.50%
Trust 1 19,873 2,037 0.98%
28 2,033,911 208,522 100%
26. PARTICULARS OF THE INVESTMENT COMMITTEE AND THE FUND MANAGER
Details of members of the investment committee of the Fund as on June 30, 2018 are as follows:
S.no. Name Designation Qualification Experience in years
1 Farid Ahmed Khan Chief Executive Officer CFA, MBA 25+ years
2 Muhammad Imran Chief Investment Officer MBA - Finance 18+ years
3 Jawad Naeem Specialist - Equity MBA 10+ years
4 Adeel Abdul Wahab Specialist - Equity ACCA 10+ years
5 Faizan Saleem Head of Fixed Income MBA - Finance 10+ years
6 Noman Ameer Manager Risk MBA - Finance 11+ years
7 Sateesh Balani Head of Research CFA, MBA 7+ years
27. ATTENDANCE AT MEETINGS OF THE BOARD OF DIRECTORS

Four meetings of the Board of Directors were held on October 27, 2017, November 23, 2017, February 26, 2018
and April 23, 2018 respectively. Information in respect of the attendance by the Directors in the meetings is given
below:
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Number of meetings

S.No. Name of Director Held Attended Leave granted Meetings not attended
1 Mr. Agha Sher Shah! 2 2 - -
2 Mr. Farid Ahmed Khan 4 4 - -
3 Ms. Ava A. Cowasjee 4 2 2 November 23,2017 & April 23,2018
4 Mr. Rayomond H. Kotwal 4 4 - -
5 Mr. Rizwan Haider 4 3 1 October 27,2017
6  Mr. Shabbir Hussain Hashmi? 1 1 - -
7  Mr. Shahid Ghaffar 3 2 1 1 February 26,2018
8  Mr. Nadeem Abdullah * 3 3 - -
9  Mr. Towfig Habib Chinoy ® 2 2 - -
10 Mr. Salahuddin Manzoor © 2 2 -
1 Appointed on November 23, 2017
2 Appointed on February 26, 2018
3 Appointed on December 04, 2017
4 Resigned on February 26, 2018
5  Resigned on November 23, 2017
6 Resigned on November 30, 2017
28. TOTAL EXPENSE RATIO

In accordance with the directive 23 of 2016 dated July 20, 2016 issued by the Securities and Exchange Commission
of Pakistan, the total expense ratio for the period ended June 30, 2018 is 0.39%, 0.51% and 0.60% (YTD) which
includes 0.11%, 0.15% and 0.12% representing government levy and SECP fee of the Active Allocation Plan,
Conservative Allocation Plan and Strategic Allocation Plan respectively.

29. DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorised for issue on August 31, 2018 by the Board of Directors of the
Management Company.

30. GENERAL
30.1 Figures have been rounded off to the nearest thousand rupees.
For HBL Asset Management Limited
(Management Company)
Chief Financial Officer Chief Executive Officer Director
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