First Capital Mutual Fund

DIRECTORS’ REPORT

The Board of Directors of First Capital Investments Limited (“FCIL” or "Management Company”) is
pleased to present the annual report of First Capital Mutual Fund (“the Fund” or “FCMF” or “the
Scheme”) together with the annual audited financial statements of the Fund for the financial year ended
30 June 2018.

EQUITY MARKET REVIEW

During the period under review PSX-100 index (the benchmark) shed around 4,654 points to close at
41,910.9 points which is a decline of around 10.00%, as compared to gain of 23.24% in the same period
fast year. During the last eight years it was the first negative return for equity investors. A host of factors
can be attributed to this lackluster performance of the stock market. Contrary to the market
expectations, continued sell-off by the foreign investors in FY18 despite up-gradation of PSX into a
widely followed MSCI Emerging Index from Frontier Market, shook investors’ confidence.

The FY-18 commenced on a negative note and cumulatively decreased by 13.09% during the first half of
the year due to political uncertainty after disqualification of ex-prime minister. Investors’ anxiety
amplified during the court proceedings on the JIT report with the benchmark KSE-100 Index hitting a low
of 40,958.65 levels (down 12.04% on financial year to date basis) on September 7, 2017, a cumulative
decline of 22.54% from the all-time high levels hit on May 24, 2017. President Trump’s allegation that
Pakistan offers safe haven to terrorist organizations led to further decline in Pakistan stock market.
Penalty imposition on HBL's New York branch and uninteresting corporate results for the September
quarter also deteriorated investor’s confidence. Further, the 21-day prolonged sit-in in the Federal
Capital by a religious group also led the market toward uncertainty.

During the 2" half of the year, the equity market remained volatile due to rise in both domestic &
regional political noise, dwindled economic condition in the shape of widening of Current Account
Deficit (CAD) and a mix of positive and negative news flows in the market. The equity market released
some pressure, mainly on the back of some improvements in domestic politics as the Election
Commission of Pakistan announced/scheduled the Senate election 2018. The expectations for currency
depreciation and consequent firming up of interest rate hike boosted the investor’s confidence to
restore export competitive. Furthermore, expectations for some tax relief for the capital market and
listed sectors in the upcoming federal budget also support the market.

On the flip side, during the 2" half of the year, the market remained under pressure due to the
economic and political factors; however rumors that Pakistan could be placed on FATF’s black list with
associated economic & financial implications, continued heightened domestic political uncertainty
ahead of upcoming general elections, and growing concerns over deteriorating external account
imbalances and depleting foreign exchange reserves caused the market to slide. Moreover, Moody’s
downgraded Pakistan’s credit rating from stable to negative and below expectation corporate results
with mixed earnings reports failed to provide any trigger to the market.

FUND PERFORMANCE

During the period under review, the Fund has reported net loss after taxation of Rs. 43.768 million as
compared to profit of Rs. 33.115 million in the corresponding period last year. The Fund has stated
capital loss on sale of Investments of Rs. 32.161 million during the FY-18 as compared to gain of Rs.
46.725 million in the same period last year. The unrealized diminution on re-measurements of
investments at fair value through profit has recorded at Rs. 12.531 million during FY-18 as compared to
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diminution of Rs. 23.873 million in the corresponding period last year. Total expenses of the Fund for
the period under review decreased to Rs. 6.910 million from Rs. 8.691 million in the corresponding
period last year.

In terms of Net Asset Value (“NAV”), the NAV per unit of FCMF has decreased from Rs. 12.5359 to Rs.
9.2627 (Ex-Div) while declaring dividend during the period under review. The benchmark of the Fund is
KSE-100 index. During the period under review, the NAV of the Fund has decreased by 23.35%, as
compared to its Benchmark’s (“KSE-100 index”) negative return of 10.00%, for the same period. Thus,
the Fund has underperformed the Benchmark by 13.35%. The Fund underperformed the benchmark
mainly on the back of low-weight in Banking, Fertilizer sector and zero-weight in Technology &
Communication sector, during the period under review. Moreover, the investment portfolio of the Fund
includes certain scrips, which are not included in KSE-100 index. The investment portfolio mix of the
Fund is not aligned exactly with investment portfolio mix of its benchmark in order to generate better
return.

During the period under review, the Pakistan Credit Rating Agency (“PACRA”} has assigned “1 star” 1
Year performance ranking to the Fund based on performance.

The Fund size of FCMF at the end of the period stood at Rs. 101.714 million as compared to Rs.208.148
million as at June 30, 2017.

The asset allocation of FCME,as on June 30, 2018 is as follows:

Other including Oil & Gas
Receivables 1.20% Exploration Co.
11.58%

Other Sectors
33.92%

Commercial Banks
16.27%

Inv. Bank / Inv. Cos.
/Securities Cos.
8.34%

Cement 8.44%
Bank Balance Automobile
12.04% Assembler 8.20%

The Management Company is continuously striving for the improvement in performance of the Fund.
However, the objective is to focus on outperforming the market and consistent returns in the long run
but does not conceptualize upon aggressive high risk strategies to give the best return in the short run.
INCOME DISTRIBUTION

Due to net loss for the year, no distribution has been made for the year ended 30 June 2018.
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TAXATION

On account of net loss, no provision for taxation was made in the financial statements of the Fund for
the year ended 30 June 2018.

EXPENSE RATIO

The Scheme has also maintained Total expense ratio (“TER”)4.15% (including 0.59% government levies)
during the period under review, within the limit of 4.00% {excluding Government Levies)prescribed
under the Non-Banking Finance Companies and Notified Entities Regulations, 2008.

RISK DISCLOSURE

A description of the principal risks and uncertainties emanating from various factors include, but are not
limited to:

1. Equity Risk - Companies issue equities, or stocks, to help finance their operations and future
growth. The Company’s performance outlook, market activity and the larger economic picture
influence the price of a stock. Usually when the economy is expanding, the outlook for many
companies is good and the stock prices may rise and vice versa.

2. Government Regulation Risk - Government policies or regulations are more prevalent in some
securities and financial instruments than in others. The schemes that invest in such securities may
be affected due to change in these regulations or policies, which directly or indirectly affect the
structure of the security and/or in extreme cases a governmental or court order could restrain
payment of capital, principal or income.

3. Credit Risk - Credit Risk arises from the inability of the issuers of the instruments or counterparties,
to fulfill their obligations. The risk is generally limited to principal amount and accrued interest
there on, if any. :

4. Price Risk - Changing value of a security or a fund can be mostly due to stock/fund price
fluctuations. Price Risk is the biggest risk faced by all investors and price risk can be minimized
through diversification and efficient fund management.

5. Liquidity Risk- Liquidity risk arises when a transaction cannot be conducted at prevailing market
prices due to insufficient market activity.

6. Market Risk — Market risk is the risk that the change in fair value or future cash flows of the financial
instruments may fluctuate as a result of changes in market prices.

7. Settlement Risk - The risk that counterparty will not deliver the security or cash for a trade it has
entered into, on time.

8. Events Risk - There may be adjustments to the performance of the Scheme due to events including
but not limited to, natural calamities, market disruptions, mergers, nationalization, insolvency and
changes in tax law.
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9. Redemption Risk - There may be special circumstances in which the redemption of Units may be
suspended or the redemption payment may not occur within six working days of receiving a request
for redemption from the investor.

—

MANAGEMENT QUALITY RATING

During the period under review PACRA re-affirms the asset manager rating of FCIL at "AM4++" (AM Four
Plus). The rating reflects the Management Company's adequate capacity to manage risks inherent in the
asset management business and the asset manager meets investment management industry standards

and benchmarks.

COMPLANCE WITH THE CODE OF CORPORATE GOVERNANCE

The Board of Directors states that:

10.

11.

12,

Financial Statements present fairly the state of affairs, the results of its operations, cash
flows and statement of movement in unit holder’s Fund;

Proper books of accounts of the Fund have been maintained;

Appropriate accountipg policies have been consistently applied in the preparation of the
financial statements and accounting estimates are based on reasonable and prudent
judgments;

Relevant International Accounting Standards, as applicable in Pakistan, provisions of the Non-
Banking Finance Companies (Establishment and Regulation) Rules, 2003 &Non -Banking
Finance Companies and Notified Entities Regulations, 2008, requirements of the Trust Deed
and directives issued by the Securities and Exchange Commission of Pakistan, have been

followed in the preparation of the financial statements;

The Directors are responsible to ensure that a system of sound internal control is established,
which is effectively implemented, maintained and monitored at all levels within the fund;

There have been no significant doubts upon the Funds’ ability to continue as going concern;

There has been no material departure from the best practices of Corporate Governance, as
detailed in the list regulations.

A Performance table of the Fund is given in the Annual Report;

Outstandi’ng statutory payments on account of taxes, duties, levies and charges, if any, have
been fully disclosed in the financial statements;

The statements as to the value of investments of Provident Fund is not applicable in the case
of the Fund as employees post-employment benefits expenses are borne by the
Management Company;

The detailed pattern of unit holding is disclosed in the note 26 of these financial statements.

There have been no trades in the units of the Fund’s carried out by the Directors, CEO, CFO,
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and the Company Secretary and their spouse and minor children;

13. The Board of Directors of the Management Company held five meetings during the period.
The attendance of all directors is disclosed in the note 29 to these financial statements.

14. The Company encourages representation of independent non- executive directors on its
Board. The Company, being an un-listed company, does not have any minority interest. As at
30 June 2018, the Board included:

Category j Name
Independent Director 1 1. Syed Nadeem Hussain N
P 2. Jawad Saleem
Executive Director 1. Imran Hafeez
Non-Executive Director 1. Asif Pervaiz
Committee of the board
Audit Committee Mr. Jawad Saleem (Chairman)

Syed Nadeem Hussain (Member)
Mr. Asif Pervaiz (Member)
(4
Human Resource and Remuneration Syed Nadeem Hussain (Chairman)
(HR&R) Committee Mr. Imran Hafeez (Member)
Mr. Jawad Saleem (Member)

The composition of the Board of Directors and sub committees shall be changed in due course of time as
per deadlines provided in new code of Corporate Governance.

AUDITORS

The present auditors M/s. KPMG Taseer Hadi and Co., Chartered Accountants retire and offer
themselves for reappointment. The Board of directors has recommended their appointment as auditors
of the Fund for the year ending 30 June 2019, at a fee to be mutually agreed.

TRANSFER OF MANAGEMENT RIGHTS OF FCMF

The Board of Directors of the Management Company during the year approved the transfer of
management rights of FCMF to 786 Investments Limited, being new management Company, and
thereafter voluntary retirement and surrendering of Asset Management License to Securities and
Exchange Commission of Pakistan (“SECP”). The matter requires prior approval of SECP which is pending
with SECP.

DIRECTORS TRAINING PROGRAM
The Board arranged no training program for its directors during the year. However, as on June 30, 2019

half of Directors on the Board will have certifications under the Directors’ Training Program offered by
institutions that meet the criteria specified by the SECP.
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FUND MANAGER’S REPORT FOR THE YEAR ENDED JUNE 30, 2018
First Capital Mutual Fund

First Capital Mutual Fund (“FCMF” or “the Fund”) is an open end equity fund.
Investment Objective of the Fund

The objective of FCMF is to augment wealth of investors through investments geared toward securing
maximum returns whilst simultaneously offsetting resulting risks through efficient diversification across
sectors with low correlation amongst them. The management of the Fund is continuously striving towards
achieving this objective.

Benchmark
The Benchmark of the Fund is KSE-100 Index.
Fund Performance Review

During the period under review, the Fund has reported net loss after taxation of Rs. 43.768 million as
compared to profit of Rs. 33.115 million in the corresponding period last year. The Fund has stated capital
loss on sale of Investments of Rs. 32.161 million during the FY-18 as compared to gain of Rs. 46.725 million
in the same period last year. The unrealized diminution on re-measurements of investments at fair value
through profit has recorded at Rs. 12.531 million during FY-18 as compared to diminution of Rs. 23.873
million in the corresponding period last year. Total expenses of the Fund for the period under review
decreased to Rs. 6.910 million from Rs. 8.691 million in the corresponding period last year.

In terms of Net Asset Value (“NAV”), the NAV per unit of FCMF has decreased from Rs. 12.5359 to Rs.
9.2627 (Ex-Div) while declaring dividend during the period under review. The benchmark of the Fund is
KSE-100 index. During the period under review, the NAV of the Fund has decreased by 23.35%, as
compared to its Benchmark’s (“KSE-100 index”) negative return of 10.00%, for the same period. Thus, the
Fund has underperformed the Benchmark by 13.35%. The Fund underperformed the benchmark mainly on
the back of low-weight in Banking, Fertilizer sector and zero-weight in Technology & Communication
sector, during the period under review. Moreover, the investment portfolio of the Fund includes certain
scrips, which are not included in KSE-100 index. The investment portfolio mix of the Fund is not aligned
exactly with investment portfolio mix of its benchmark in order to generate better return.

During the period under review, the Pakistan Credit Rating Agency (“PACRA”) has assigned “1 star” 1 Year
performance ranking to the Fund based on performance.

The Fund size of FCMF at the end of the period stood at Rs. 101.714 million as compared to Rs. 208.148
million as at June 30, 2017.

Annual Report 2017
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FCMF Performance vs. KSE-100 Index
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During the period, the Fund adjusted its exposure in equities with focus on diversification in different
sectors, as per market conditions in order to generate better return.

Stock Market Review

During the period under review PSX-100 index (the benchmark) shed around 4,654 points to close at
41,910.9 points which is a decline of around 10.00%, as compared to gain of 23.24% in the same period last
year. During the last eight years it was the first negative return for equity investors. A host of factors can be
attributed to this lackluster performance of the stock market. Contrary to the market expectations,
continued sell-off by the foreign investors in FY18 despite up-gradation of PSX into a widely followed MSCI
Emerging Index from Frontier Market, shook investors’ confidence.

The FY18 commenced on a negative note and cumulatively decreased by 13.09% during the first half of the
year due to political uncertainty after disqualification of ex-prime minister. Investors’ anxiety amplified
during the court proceedings on the JIT report with the benchmark PSX-100 Index hitting a low of
40,958.65 levels, down 12.04% on September 7, 2017, a cumulative decline of 22.54% from the all-time
high levels hit on May 24, 2017. President Trump’s allegation that Pakistan offers safe haven to terrorist
organizations led to further decline in Pakistan stock market. Penalty imposition on HBL’s New York branch
and uninteresting corporate results for the September quarter also deteriorated investor’s confidence.
Further, the 21-day prolonged sit-in in the Federal Capital by a religious group also led the market toward
uncertainty.

During the 2nd half of the year, the equity market remained volatile due to rise in both domestic &
regional political noise, dwindled economical condition in the shape of widening of Current Account Deficit
(CAD) and a mix of positive and negative news flows in the market. The equity market released some
pressure, mainly on the back of some improvements in domestic politics as the Election Commission of
Pakistan announced/scheduled the Senate election 2018. The expectations for currency depreciation and
consequent firming up of interest rate hike boosted the investor’s confidence to restore export

Annual Report 2017
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competitive. Furthermore, expectations for some tax relief for the capital market and listed sectors in the
upcoming federal budget also support the market.

On the flip side, during the 2nd half of the year, the market remained under pressure due to the economic
and political factors; however rumors that Pakistan could be placed on FATF’s black list with associated
economic & financial implications, continued heightened domestic political uncertainty ahead of upcoming
general elections, and growing concerns over deteriorating external account imbalances and depleting
foreign exchange reserves caused the market to slide. Moreover, Moody’s downgraded Pakistan’s credit
rating from stable to negative and below expectation corporate results with mixed earnings reports failed
to provide any trigger to the market.

Asset Allocation of the Fund (% of total assets)

Asset Category 30-June-2018 30-June-2017
Equities 86.75% 92.53%
Treasury Bills 0.00% 5.30%
Bank Balance 12.04% 1.51%
Others including receivables 1.20% 0.66%
Total 100.00% 100.00%

Pattern of Unit Holders of the FCMF as on June 30, 2018
The pattern of Unit Holders of the FCMF as on June 30, 2018 is attached.
Disclosures

= There have been no significant changes in the state of affairs of the Fund during the period under
review and up till the date of fund manager report, not otherwise disclosed in the financial
statements.

= During the period under review, there were no circumstances that materially affected any interests
of the unit holders, except the Scheme has reversed the provision against Workers' Welfare Fund’s
liability of Rs. 8,204,866 as per instructions received from MUFAP.

= The Management Company or its delegates did not receive any soft commission (i.e. goods and
services) from its broker(s)/dealers(s) by virtue of transactions conducted by the Fund.

Annual Report 2017



CENTRAL DEPOSITORY COMPANY
OF PAKISTAN LIMITED

Head Office

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

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

Fax: (92-21) 34326020 - 23
URL: www.cdcpakistan.com
Email: info@cdcpak.com

TRUSTEE REPORT TO THE UNIT HOLDERS
FIRST CAPITAL MUTUAL FUND

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

We Central Depository Company of Pakistan Limited, being the Trustee of First Capital
Mutual Fund (the Fund) are of the opinion that First Capital Investments Limited (FCIL)
being the Management Company of the Fund with the exception of below note has in all
material respects managed the Fund during the year ended June 30, 2018 in accordance with
the provisions of the following:

(1) The pricing, issuance and redemption of units are carried out in accordance with the
requirements of the constitutive documents of the Fund; and

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

Note: As highlighted in our previous Report dated February 28, 2018 for the six months
period ended December 31, 2017, with respect to the limitations imposed on the investment
powers of the Management Company under the constitutive documents, the fund was not
complied during the period with the requirement of offering document as well as Circular 7 of
2009 dated March 06, 2009 of the Securities and Exchange Commission of Pakistan (the
Commission) which requires, the equity scheme to remain invested to the extent of at least 70
9% of its net assets in listed equity securities during the year based on quarterly average
investment calculated on daily basis of the Fund. However, the investments in the listed
equity securities ranges from 48% to 58% during the period from December 7, 2017 to March
9, 2018. Upon taking up the issue, we were informed that due to prevailing market conditions
the management have decided to reduce the Fund exposure in listed equity securities which
has resulted the said non-compliance. The matter was already reported to the Commission.
Subsequently, the Management Company complied with the above mentioned requirement on
March 10, 2018.

Further we would also like to draw the attention of the Unit Holders towards the fact that the
Board of Directors of FCIL have passed the resolution on May 12, 2018 for the voluntarily
retirement from Management rights of the Fund and transfer the same to 786 Investments
Limited due to the existing size of the Fund which is not viable for FCIL,subject to the
approval of SECP which is still awaited.

Aftab Ahmed Diwan
Chief Executive Officer
Central Depository Company of Pakistan Limited

Karachi: October 12, 2018
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INDEPENDENT AUDITORS’ REPORT
To the Unit Holders of the First Capital Mutual Fund

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of the First Capital Mutual Fund (“the Fund”), which comprise
the statement of assets and liabilities as at 30 June 2018, income statement, statement of comprehensive
income, cash flow statement and statement of movement in unit holders” fund for the year then ended,
and notes, comprising significant accounting policies and other explanatory information.

In our opinion, the accompanying financial statements give a true and fair view of the financial position
of the Fund as at 30 June 2018, and of its financial performance and its cash flows for the year then
ended in accordance with accounting and reporting standards as applicable in Pakistan.

Basis for opinion

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

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the financial statements of the current period. These matters were addressed in the context of
our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters.

Following is the key audit matter:

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

1. Valuation and existence of Investments

Refer note 4.3 and 6 to the financial Our audit procedures in respect of valuation and
statements for accounting policies and existence of investments included the following:

details of investments. . ) )
* Obtaining an understanding of and testing the

The Fund’s investment portfolio design and operating effectiveness of
classified as fair value through profit or controls designed for the valuation and
loss represents listed equity securitics existence of investments classified as fair

value through profit or loss;
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S.# Key audit matter How the matter was addressed in our audit

amounting to Rs.105.30 million as at 30+ comparing, on a sample basis, the ownership

June 2018. of investments of the Fund at the year end
with Central Depository Company records;

We identified the valuation and existence

of investments as key audit matter + comparing, on a sample basis, specific

because of their significance in relation to investment buying and selling transactions

the net asset value of the FFund. recorded during the year with underlying
documentation; and

* assessing on a sample basis, whether
investments at year end were valued at fair
value based on the quoted market price of the
year end at the Pakistan Stock Exchange
(PSX).

Other Informuation

Management is responsible for the other information. The other information comprises the information
included in the Fund's Annual Report for 2018 but does not include the financial statements and our
auditors' report thereon.

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

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

Responsibilities of management and those charged with governance for the financial statenents

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

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

Those charged with governance are responsible for overseeing the Fund’s financial reporting process.

WPMUTY
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Auditors’ responsibilities for the audit of the financial statements

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

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

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

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

* Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

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

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

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

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

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

Report on other legal and regulatory requirements

In our opinion, the financial statements have been prepared in accordance with the relevant provisions
of'the Non-Banking Finance Companies (Establishment and Regulation Rules, 2003) and Non-Banking
Finance Companies and Notified Entities Regulations, 2008.

The engagement partner on the audit resulting in this independent auditors’ report is Kamran Igbal
Yousafi.

- [
VIS \asee— VL2 b
Lahore KPMG Taseer Hadi & Co.
Chartered Accountants

Date: 05 October 2018



First Capital Mutual Fund

Statement of Assets and Liabilities
As et 30 June 2018

2018 2017
Note +------uv-=- Rupees --=====-=--

Assets
Bank balances 3 14,617,436 3,418,018
Investments 6 105,297,073 221,458,116
Dividend and profit receivable - unsecured, considered good 7 236,500 362,597
Advances, deposits, prepayments and other receivables 8 1,222,429 1,108,193
Total Assets 121,373,438 226,346,924
Liabilities
Payable to First Capital Investment Limited - Management Company

- against renuneration 9 3,917,739 5,027,607

- other payables 10 188,017 245375
Remuneration payable to Central Depository Company

of Pakistan Limited - Trustee 11 65,013 65.013
Annual fee payable to Securities and Exchange

Commission of Pakistan 12 158,444 207,043
Accrued expenses and other liabilities 13 1,138,905 982,302
Unclaimed dividend 14 14,191,025 11,672,005
Provision for Workers' Welfare Fund 135 - -
Total Liabilities 19,659,143 18,199,345
Contingencies and commitments 16
Net Assets 101,714,295 208,147,579
Unit holders' fund (as per statement attached) 101,714,295 208,147,579

(Number of Units)
Number of units in issue 17 10,981,013 16,604,097
----------- Rupees ----====--

Net asset value per unit 9.2627 12.5359

The annexed notes from 1 to 34 form an integral part of these financial statements.

e iad

For First Capital Investments Limited
(Management Company)
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First Capital Mutual Fund
Income Statement
Far the year ended 30 June 2018

2018 2017
Nog®  sssms=ioss Rupees ---------
Income
Capital (loss) / gain on sale of 'fair value through
profit or loss investments' - net (32,160,726) 46,7235.250
Dividend income from "fair value through profit or loss investments' 5,818,193 8.614,466
Income from government sccurities 669,792 864.332
Profit on bank deposits 1,344,466 884.508
Unrealised diminution on re-measurement of investments -
classified ay 'financial asset at fair value through profit or foss' - net 6.3 (12,530,582) (23.873.197)
Total (loss) / income (36,858.857) 33,215,359
Expenses
Remuneration to the Management Company 9.1 3,335,673 4,358,786
Punjab Sales tax on remuneration to the
Management Company 92 533,708 697,406
Federal Excise Duty on remuneration to the
Management Company 9.3 - =
Remuneration to the Trustee 11.1 700,000 700,000
Sindh Sales tax on remuneration to the Trustee 11.2 91,000 91,000
Annual fee - Securities and Exchange
Clommission of Pakistan 12 158,444 207.043
Securities transaction costs 18 493,658 1,136,229
Auditors' remuneration 19 1,052,700 999.200
Accounting & Operational charges 166,784 217.940
Sindh Sales Tax on Accounting & Operational charges 21,682 17.435
Annual listing fee - Pakistan Stock Exchange 30,000 30,000
Legal and other professional fees 5,681 -
Fund's ranking fee 140,360 140,360
Printing, postage and other charges 161,083 76,623
Bank charges 18,836 19,140
Total expenses 6,909,609 8,691,162
Net (loss) / income from operating activities (43,768,466) 24,524,197
Element of income / (loss) and capital gains/ (loss) included in
prices of units issued less those in the units redeemed - net - 385,789
Reversal of provision for Workers' Welfare Fund 5 - 8,204,866
Net (loss) / income for the year before taxation (43,768,4606) 33.114.852
Taxation 21 - -
Net (loss) / income for the year after taxation (43,768,466) 33.114.852
Earnings per unit 24
The annexed notes from 1 1o 34 form an integral part of these financial statements,
P
For First Capital Investments Limited
(Management Company)
ecy )
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First Capital Mutual Fund

Statement of Comprehensive Income
For the year ended 30 June 2018

2018 2017
----------- Rupees ---------
Net (loss) / income for the year after taxation (43,768,466) 33,114,852
Other comprehensive income for the year - -
Total comprehensive (loss) / income for the year (43,768,466) 33.114.852

The annexed notes 1 to 34 form an integral part of these financial statements.
Y7 =Y

For First Capital Investments Limited
(Management Company)
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First Capital Mutual Fund

Cash Flow Statement
For the year ended 30 June 2018

2018 2017
Cash flows from operating activities === ceeeeeem-a-- Rupees -----=-=-==
Net (loss) / income for the year before taxation (43,768,460) 33,114,852
Adjustments for:
Element of income and capital gains included in prices of units
issued less those in the units redeemed - net - (385,789)
Provision for Workers' Welfare Fund - (8,204,866)

Unrealised appreciation on re-measurement of investments -
at fair value through profit or loss - net

12,530,582

23,873,197

(31,237,884) 48,397,394
Decrease / (increase) in assets:
Investments - net 103,630,461 (33,465,726)
Dividend and profit receivable - unsecured, considered good 126,097 20,110
Advances, deposits, prepayments and other receivables (114,236) (410,741)
103,642,322 (33,856,357)
Increase / (decrease) in liabilities:
Remuneration payable to Management Company (1,109,868) 947.181
Other payable to Management Company (57,358) 245375
Remuneration payable to Trustee - (397)
Annual fee payable to SECP (48,599) 16,482
Unclaimed dividend 2,519,020 1,875.380
Accrued expenses and other liabilities 156,603 166,792
1,459,798 3,250,813
Net cash generated from operating activities 73,864,236 17,791,850
Cash flows from financing activities
Receipts against issuance of units 74,000 9,618,734
Cash payout against distribution of interim cash dividend - (8,518,780)
Cash payout against distribution of final cash dividend (6,243,236) (12,323,544)
Payments made against redemption of units (56,495,582) (7,721,111)
Net cash used in financing activities (62,664,818) (18.944.701)
Net Increase / (decrease) in cash and cash equivalents during the year 11,199,418 (1,152,851)
Cash and cash equivalents at the beginning of the year 3,418,018 4,570,869
Cash and cash equivalents at the end of the year 14,617,436 3418,018

The annexed notes from 1 to 34 form an integral part of these financial statements.
L2225 Pt
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First Capital Mutual Fund
Statement Of Movement In Unit Holders” Fund
Aor the year ended 30, June 2018

Net assets at beginning of the year
Issuance of 6,241 (2017: 698,716 units)

- Capital value
- Element of income
Total proceeds on issupnce ol units

Redemprion of 3,629,325 (2017: 570.36() umis

= Capital value
- Element of loss
Total payment on redemption of units

Element of loss and capital losscs included in prices
of units sold less those in units redeemed - net

Total comprehensive (loss) [ income for the year

Distributions. during the year at Rs. 0,38 per unit
declared on 03 October 2017 (a1 the mte of 0.76 per unit
declnred on 30 September 2016)

Ititenim distribution duting the year at Rs. 0,52 per unit
declnred on 28 Feburary 2017

Net assets at énd of the vear

Undistributed fncome brought forward represented by:
-Realized gain
~Unrealized (loss) / gain

Accrmnting (loss) - income available fier disteibition:
= Relating to capital gnins
- Excluding capita) gmins

Distributions during the year at Re 038 per unn
declared on 03 Octaber 2017 (ar the rate of 0.76 per unit
declared on 30 September 2016)

latenim distribution during the year at Rs. 0,52 per unit
declared an February 28, 2017

Undistributed income carried forward
Undestethuted mcome represented by:

-Realized gain
~Unrealized loss

Net asset value per unif at beginning of the period

Net asset value per unit at end of the period

For the vear ended 30 June

2018 2017
Capital Undistributed Total Capithl Undistributed Tutal
Value Income Value _Incolm.‘
148,772,307 375272 208,147,579 147 260,474 47,102,794 194,363,218
77254 - 77,254
(3.254) - (3,254)
74,000 - 74,000 9,618,733 - 9,618,733
(57.645.335) - (57,645,333 ]|
1,149,753 - 1,149,753
(56,495,582) - (56,495,582) (7.721,111) - (7.721,111)
- s W (385,789) (385,789
= (43,708,460) {43,768,466) - 33,114,852 33,114,852
- (6,243,236) (6,243,230) - (12,323,544)  (12,323,544)
- - - - (B.518.780) (8,518,780)
92&5“.735 9&63,570 101 i?] 41295 148,772,307 59373272 208,147,579
84,506,217 32222633
(25,130,945) 14.880.112
59375272 47,102,745
(43,768,466) =
(43,768,466) 33,114,852
(6,243,236) (12323,544)
. {B.518,780)
9,363,570 59375272
21,894,148 84506217
(12,530,582) 125.130,945)
9,363,566 $9.375.271

The annexed notes from 1 to 34 form in integral part of these financial statements.
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Rupees

11. 7968

12.5359

For First Capital Investments Limited
(Management Company)
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First Capital Mutual Fund

Notes to the Financial Statements
For the year ended 30 June 2018

1 Reporting entity

1.1

1.2

1.3

1.4

1.5

First Capital Mutual Fund ("the Fund") was constituted by virtue of a scheme of arrangement for
conversion of First Capital Mutual Fund Limited into an Open end scheme under a Trust Deed executed
between First Capital Investment Limited ("FCIL") as Management Company and Central Depository
Company of Pakistan Limited ("CDC") as Trustee. The Trust Deed was executed on 06 August 2013
after being approved by the Securities and Exchange Commission of Pakistan ("SECP") on 30 July
2013 in accordance with the provision of Non-Banking Finance Companies and Notified Entities
Regulation, 2008 ("the NBFC Regulations").

The Management Company has been licensed by the SECP to act as an Asset Management Company
under the Non Banking Finance Companies ("Establishment and Regulations") Rules, 2003 ("the NBFC
Rules") through a certificate of registration issued by the SECP. The registered office of the
Management Company is situated at 2nd and 3rd floor, PACE Shopping Mall, Fortress Stadium,
Lahore, Pakistan, The Fund is an Open end equity scheme and offers units for public subscription on a
continuous basis. The units are transferable and can be redeemed by submitting them into the Fund,

The Fund has been formed to augment the wealth of investors through investments geared towards
securing maximum returns whilst simultaneously offsetting resultant risks through efficient
diversification across sectors with low correlation amongst them. The Fund shall invest its assets in high
quality dividend yielding stocks. While the remaining assets shall be invested in cash and / or near cash
instruments.

Title of the assets of the Fund is held in the name of Central Depository Company of Pakistan Limited
("CDC") as trustee of the Fund and the Fund is listed on Pakistan Stock Exchange ("PSX").

Pakistan Credit Rating Agency Limited (PACRA) has assigned management quality rating of AM4-++to
the Management Company and has assigned 'l Star' to the fund on 28 September 2018 and 24 May
2018 respectively. PACRA has also placed the ratings of First Capital Investments Limited on "Rating
Watch™ due to reasons as fully explained in note 2 to theses financial statements. This rating will be
reviewed by PACRA once this matter will be settled.

2 Transfer of management rights

The Board of Directors of First Capital Investment Limited ("FCIL") being Asset Management Company has
passed a resolution on 12 May 2018 wherein they have approved to retire from the management rights of the
Fund and transfer of these rights to 786 Investments Limited being Asset Management Company. In this regard,
FCIL is currently in the process of complying with corporate and legal formalities and obtaining necessary
regulatory approval(s) including approval of the Securities and Exchange Commission of Pakistan.

3  Basis of preparation

3.1

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 and the requirements VIIIA of the
repealed Companies Ordinance, 1984 and the Non-Banking Finance Companies (Establishment and
Regulations) Rules, 2003 (the NBFC Rules) and the Non-Banking Finance Companies and Notified
Entities Regulations, 2008, (the NBFC Regulations). Where provisions of and directives issued under

AL



3.2

3.3

3.4

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

Basis of measurement

These financial statements have been prepared under the historical cost convention except for
investments which are carried at fair value.

Critical accounting estimates and judgments

The preparation of financial statements is in conformity with approved accounting standards, as
applicable in Pakistan, requires management to make judgments, estimates and assumptions that affect
the application of policies and reported amounts of assets, liabilities, income and expenses. The
estimates and associated assumptions are based on historical experience and various other factors that
are believed to be reasonable under the circumstances, the results of which form the basis of making the
judgments about the carrying values of assets and liabilities that are not readily apparent from other
sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on a continuous basis. Revisions to accounting
estimates are recognized in the period in which estimates are revised if the revision affects only that
period, or in the period of the revision and future periods affected.

Judgments made by the management in the application of approved accounting standards that have
significant effect on the financial statements and estimates with a significant risk of material adjustment
in the next year are as follows:

- Note 4.3 - Classification of investments

- Note 4.3.3 - Valuation of investments

- Note 4.1 - Element of income / (loss) and capital gains / (losses)
included in prices of units issued less those in units redeemed - net

Standards, interpretations and amendments to published approved accounting standards

The following International Financial Reporting Standards (IFRS Standards) as notified under the
Companies Act, 2017 and the amendments and interpretations thereto will be effective for accounting
periods beginning on or after 01 July 2018,

- Classification and Measurement of Share-based Payment Transactions - amendments to IFRS 2
clarify the accounting for certain types of arrangements and are effective for annual periods
beginning on or after 1 January 2018. The amendments cover three accounting areas (a)
measurement of cash-settled share-based payments; (b) classification of share-based payments
settled net of tax withholdings; and (¢) accounting for a modification of a share-based payment
from cash-settled to equity-settled. The new requirements could affect the classification and/or
measurement of these arrangements and potentially the timing and amount of expense recognized
for new and outstanding awards. The amendments are not likely to have an impact on Fund’s
financial statements.

- Transfers of Investment Property (Amendments to IAS 40 ‘Investment Property’ -effective for
annual periods beginning on or after 1 January 2018) clarifies that an entity shall transfer a
property to, or from, investment property when, and only when there is a change in use. A change
in use occurs when the property meets, or ceases to meet, the definition of investment property and
there is evidence of the change in use. In isolation, a change in management's intentions for the use
of a property does not provide evidence of a change in use. The amendments are not likely to have
an impact on Fund's financial statements,

AT ftr



Annual Improvements to IFRSs 2014-2016 Cycle [Amendments to [AS 28 ‘Investments in
Associates and Joint Ventures’] (effective for annual periods beginning on or after 1 January 2018)
clarifies that a venture capital organization and other similar entities may elect to measure
investments in associates and joint ventures at fair value through profit or loss, for each associate
or joint venture separately at the time of initial recognition of investment. Furthermore, similar
clection is available to non-investment entity that has an interest in an associate or joint venture
that is an investment entity, when applying the equity method, to retain the fair value measurement
applied by that investment entity associate or joint venture to the investment entity associate's or
joint venture's interests in subsidiaries. This election is made separately for each investment entity
associate or joint venture. The amendments are not likely to have an impact on Fund’s financial
statements,

IFRIC 22 ‘Foreign Currency Transactions and Advance Consideration® (effective for annual
periods beginning on or after 1 January 2018) clarifies which date should be used for translation
when a foreign currency transaction involves payment or receipt in advance of the item it relates
to. The related item is translated using the exchange rate on the date the advance foreign currency
is received or paid and the prepayment or deferred income is recognized. The date of the
transaction for the purpose of determining the exchange rate to use on initial recognition of the
related asset, expense or income (or part of it) would remain the date on which receipt of payment
from advance consideration was recognized. If there are multiple payments or receipts in advance,
the entity shall determine a date of the transaction for each payment or receipt of advance
consideration. The application of interpretation is not likely to have an impact on Fund’s financial
statements.

IFRIC 23 ‘Uncertainty over Income Tax Treatments’ (effective for annual periods beginning on or
after 1 January 2019) clarifies the accounting for income tax when there is uncertainty over income
tax treatments under IAS 12. The interpretation requires the uncertainty over tax treatment be
reflected in the measurement of current and deferred tax. The application of interpretation is not
likely to have an impact on Fund’s financial statements.

IFRS 15 ‘Revenue from contracts with customers’ (effective for annual periods beginning on or
after 1 July 2018). IFRS 15 establishes a comprehensive framework for determining whether, how
much and when revenue is recognized. It replaces existing revenue recognition guidance, including
IAS 18 ‘Revenue’, IAS 11 ‘Construction Contracts’ and IFRIC 13 ‘Customer Loyalty
Programmes’, The amendments are not likely to have an impact on Fund’s financial statements.

IFRS 9 ‘Financial Instruments’ and amendment — Prepayment Features with Negative
Compensation (effective for annual periods beginning on or after 1 July 2018 and 1 January 2019
respectively). IFRS 9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition
and Measurement. IFRS 9 includes revised guidance on the classification and measurement of
financial instruments, a new expected credit loss model for calculating impairment on financial
assets, and new general hedge accounting requirements. It also carries forward the guidance on
recognition and derecognition of financial instruments from IAS 39. The amendments are not
likely to have an impact on Fund’s financial statements.

IFRS 16 ‘Leases’ (effective for annual period beginning on or after 1 January 2019). IFRS 16
replaces existing leasing guidance, including IAS 17 ‘Leases’, IFRIC 4 ‘Determining whether an
Arrangement contains a Lease’, SIC-15 ‘Operating Leases- Incentives’ and SIC-27 ‘Evaluating the
Substance of Transactions Involving the Legal Form of a Lease’. IFRS 16 introduces a single, on-
balance sheet lease accounting model for lessees. A lessee recognizes a right-of-use asset
representing its right to use the underlying asset and a lease liability representing its obligation to
make lease payments. There are recognition exemptions for short-term leases and leases of low-
value items. Lessor accounting remains similar to the current standard i.e. lessors continue to
classify leases as finance or operating leases. The amendments are not likely to have an impact on
Fund’s financial statements.
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Amendment to IAS 28 ‘Investments in Associates and Joint Ventures’ - Long Term Interests in
Associates and Joint Ventures (effective for annual period beginning on or after | January 2019).
The amendment will affect companies that finance such entities with preference shares or with
loans for which repayment is not expected in the foreseeable future (referred to as long-term
interests or “LTI"). The amendment and accompanying example state that LTI are in the scope of
both IFRS 9 and IAS 28 and explain the annual sequence in which both standards are to be
applied. The amendments are not likely to have an impact on Fund’s financial statements.

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

Annual improvements to IFRS standards 2015-2017 cycle. The new cycle of improvements addresses
improvements to following approved accounting standards:

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

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

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

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

Functional and presentation currency

These financial statements are presented in Pak Rupees ("Rs."), which is the Funds' functional and
presentation currency. All financial information has been rounded to the nearest rupee, except when
otherwise indicated.

Summary of significant accounting policies

New, Amended and Revised Standards and Interpretations of [FRSs

There are new and amended standards and interpretations that are mandatory for accounting periods beginning 01
July 2017 but are considered not to be relevant or do not have any significant effect on the Funds' financial
statements and are therefore not stated in these financial statements.

The principal accounting policies and methods of computation followed in the preparation of these financial
statements are consistent with those applied in the previous year except for the changes in accounting policies as
disclosed in note 4.1 & 4.2,
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4.1

4.2

4.3

Element of Income

Up to 30 June 2017, the element of income / (loss) and capital gains / (losses) included in the price of
units issued less those in units redeemed to the extent that it is represented by income earned during the
accounting period is recognized in income statement on net basis and to the extent that it is represented
by unrealized appreciation / (diminution) arising during the year on available for sale securities is
included in distribution statement.

SECP through its SRO 756(1)2017 dated 03 August 2017 has made certain amendments in the NBFCs
Regulations. The SRO changed the definition of accounting income in regulation (63) sub-regulation (I)
which excludes the element of income from "accounting income”. As per SRO, 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.
It also specify that element of income is a transaction of capital nature and the receipt and payment of
¢lement income shall be taken to unit holders' fund. However, to maintain the same ex-dividend net
assets 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.

The said SRO also deleted 'Distribution Statement' and requires additional disclosures with respect to
“Income Statement” (relating to allocation of net income for the year) and “Statement of Movement in
Unit Holders' Fund” and recording of element of income / loss included in price of unit issued or
redeemed directly in Statement of movements in unit holders” fund instead of income statement.
"MUFAP, in consultation with the SECP, has specified methodology for determination of income paid
on units redeemed (income already paid) during the vear under which such income is paid on gross
element received and is calculated from the latest date at which the Fund achieved net profitability
during the year

As required by 1AS 8: 'Accounting Policies Changes in Accounting Estimates and Errors, a change in
accounting policy requires retrorespective 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 01 July 2017 as clarified by SECP vide its email dated 07 February
2018, Accordingly, corresponding figures have not been restated.

Had the element of income been recognized as per the previous accounting policy, the loss of the Fund
would have been lower by Rs. 1,146,499, However, the change in accounting policy does not have any
impact on NAV per unit.

Application of Companies Act, 2017

The Companies Act, 2017 was enacted on 30 May 2017 and SECP vide its circular 23 of 2017 which
application has been deferred till 31 December 2017 . Therefore, the provision of the Companies Act,
2017 are applicable to the Fund (refer note 2.1). However, it does not have any significant impact on the
Fund's financial statements.

Financial assets

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



4.3.1

4.3.2

4.3.3

(@) Loans and receivables

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

(b) Financial assets at fair value through profit or loss

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

(¢) Available for sale financial assets

Available for sale financial asscts are those non-derivative financial assets that are designated as
available for sale or are not classified as (a) loans and receivables or (b) 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.

All investments in the Fund as at 30 June 2018 are classified as financial assets at 'fair value
through profit and loss".

Trade date accounting

All financial assets are recognized at the time when the Fund becomes a party to the contractual
provisions of the instrument. Regular purchases and sales of investments are recognized at trade date 1Le.
the date on which the Fund commits to purchase or sell the asset.

Initial recognition and measurement

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

Subsequent measurement

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

a) Loans and receivables

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

Gain or loss is also recognized in the income statement when financial assets carried at amortized
cost are derecognized or impaired, and through the amortization process.

Significant financial assets in the category include deposits, other receivables and bank balances.
b) Financial assets "at fair value through profit or loss'

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

Basis of valuation of listed 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.
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4.3.5

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

Basis of valuation of unlisted equity securities

Securities not listed or quoted on a stock exchange, other than Government Securities or debt
security, are valued at investment price / par value.

Basis of valuation of government securities

Government Securities not listed on a stock exchange and traded in the interbank market are valued
at the average rate quoted on a widely used electronic quotation system and such average rate is
based on the remaining tenor of the security. Net gains and losses arising on changes in the fair
value are taken to the income statement.

¢) Available for sale

Net gains and losses arising from changes in fair value of available for sale financial assets are
taken to the 'statement of comprehensive income' until these are derecognized or impaired. At this
time, the cumulative gain or loss previously recognized directly in the 'statement of comprehensive
income' is transferred to the 'income statement'.

Impairment

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

a) Equity Securities

For equity securities classified as ‘available for sale’, a significant or prolonged decline in the fair

value of the security below its cost is considered, among other indicators, as an indicator that the
security 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 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.

b) Loans and receivables

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

Derecognition

Financial assets are derecognized 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.

i acd



4.3.6

44

4.5

4.6

4.7

4.8

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 recognized amounts and
there is an intention to settle on a net basis, or to realize the assets and settle the liabilities
simultaneously.

Cash and cash equivalents

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

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 cosl.

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or
expired.

Derivatives

Derivative instruments are initially recognized at fair value and subsequent to initial measurement cach
derivative instrument is remeasured to its fair value and the resultant gain or loss is recognized in the
income statement

Provisions and contingencies

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 obligation can be made. Provisions are regularly
reviewed and adjusted to reflect the current best estimate. Where outflow of resources embodying
economic benefits is not probable, a contingent liability is disclosed, unless the possibility of outflow is
remote.

Taxation
Current tax

The income of the Fund is exempt from income tax under clause 99 of Part I 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 realized or unrealized, is
distributed amongst the unit holders, provided that for the purpose of determining distribution of not
less then 90% of its accounting income for the year, the income distributed through bonus units shall not
be taken into account.

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

Deferred tux

The Fund provides for deferred taxation using the balance sheet liability method on all major temporary
differences between the amounts used for financial reporting purposes and amounts used for taxation
purposes. In addition, the Fund also records deferred tax asset on unutilized tax losses to the extent that
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4.9

4.10

4.11

4.12

4.13

it is probable that the related tax benefit will be realized. However, the Fund has not recognized any
amount in respect of deferred tax in these financial statements as the Fund has a past practice and
intends to continue the same by availing the tax exemption in future years through distributing at least
ninety percent of its accounting income for the year as reduced by capital gains, whether realized or
unrealized, to its unit holders every year. Further, it is also mandatory as per section 63(1) of the NBFC
regulations 2008 to distribute ninety percent of aforesaid accounting income as dividend.

Issuance 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 asset value per unit as of the close of the business day plus the allowable sales load, provision
for transaction costs and any provision for duties and charges, if applicable. The sales load is payable to
the investment facilitators, distributors and the Management Company.

Redemption of units

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

Element of Income

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

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

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

Net asset value per unit

The Net Asset Value per unit as disclosed on 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.

Earnings per unit

Earnings per unit (EPU) have not been disclosed as in the opinion of the management, determination of
weighted average number of outstanding units for calculating EPU is not practicable.
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4.14

4.15

4.16

Distributions

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

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

Expenses

All expenses including NAV based expenses (namely management fee, trustee fee and annual fee
payable to the SECP) are recognized in the Income Statement on an accrual basis.

Incomes

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 is recognized when the right to receive the same is established i.e. on the date of
book closure of the investee company / institution declaring the dividend.

- Unrealized capital 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,

- Profit on bank deposits is recognized on time proportionate basis.

- Income on government securities is recognized on an accrual basis,

2018 2017
Note -emecmeennn- Rupees ---=-----~

Bank balances
Cash at bank
- Saving accounts 5.7 14,612,436 3,413,018
- current acconnt 5,000 5.000

14,617,436 3.418.018
5.1 These bank accounts carry profit at the rate ranging from 3.75% to 4.00% per annum (2017: 3.75% to

4.25% per annum).

2018 2017
Investments e R Rupees -----==--
At fair value through profit or loss - held for trading
Listed equity securities 6.1 105,297,073 209,467,908
Government securities - Market treasury bills 6.2 - 11.990,208

peaes v 105,297,073 221.458.116
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Investments - af fulr value through profit or lpss
Listed equity securities
Shares of listed companies - Fully paid ordinary shares with o face value of Rs. 10 each unless stated otherwise.
Number of shures Balance as at 30 June 2018 (% ) Percentage in refation to
Paid up eapital
Net assets of
; Sale [ right Carrying Market value s .o Marketvalue  of investee
Name of Investee company ALAHO el Rarchascy Iiu|_1u: [ Rights expired during Asat30 June value as at 30 as at 30 June ay _rm-daliun 4 [t und (s of total company (with
0m7 during the year during the year 2018 (diminution)  market value
the year June 2018 2018 A investments face value of
of investmenis) 4
investments)
-------------------------- Shires-sececcncecccnnacanas b T I e ) e e
Inv. Bank/Iny, Companies/Securities Co.
Lsgonts Investment Hank Lumited - 50,000 - - 50,000 2,086,485 1,619,500 (466,985) 1.59% 1.54% 0.0113%
First Capital Equities Limited 127,895 885,000 - (1,000) 1,011,895 11,250,437 8,499,918 (2,750,519) 8.36% 8.07% 0.0716%
127,895 935,000 - (1,000) 1,061,895 13,336,922 10,119,418 (3.217,504) 9.95% 9.61% 0.0829%
Banks
Allied Bank Limited - 3,500 - (3,500) - - - - - - -
Bank Alfalah Limited - 15,000 - - 15,000 693,750 784,350 90,600 0.77% 0,74% 0.0001%
The Bank OF Punjab 350,180 - - (350,180) - - - - - -
The Bank Of Punjab - LoR 385,126 - - (385,126) - - - - . . <
Faysal Bank Limited 100,880 30,000 4,932 (128,000) 7.812 162,141 203,112 40,971 0.20% 0.19% 0.0001%
Habib Bank Limited 60,000 46,500 . {75,000) 31,500 5797910 5242.860 (555,050) 5.15% 4.98% 0.0002%
MCB Bank Limited 39,000 40,4900 - (44,000) 35,900 7.621,828 7,099,943 (521,885) 6.98% 6.74% 0.0003%
National Bank OF Pakistan - 5,000 - (5,000) - - = = = - =
Summit Bank Limited 550,000 - . (530,000) - - - - - 3 =
United Bank Limited 46,000 48,000 - (56,000) 38,000 7401512 6,421,240 (980,272) 6.31% 6.10% 0.0003%
1,531,186 188,900 4,932 (1,596,806) 128,212 21,677,141 19,751,505 (1.925,636) 19.41% 18.75% 0.0010%
Insurance
Shaheen Insurance Company Limited 356,818 - - (356.818) - - - - - - -
The United Insurance Company of Pakistan Limited 1,286 - 167 - 1,453 21,541 18,657 (2,884) 0.02% 0.02% 0.0001%
358,104 - 167 -356.,818 1,453 21,541.00 18,657 (2.884) 0.02% 0.02% 0.0001%
Textile Composite
Gul Ahmed Texule Mills Limited 50,000 - - (50,000) - ] - - - -
Nighat (Chundan) Limited 10,000 - = (10,000) - - - z] x = -
Nishat Mills Limited 28,000 55,000 - (53,000} 30,000 4,738,393 4227600 (510,793) 4.16% 4.01% 0.0009%
85,000 55,000 - (113,000) 30,000 4,738,393 4.227.600 (510,793) 4.16% 4.01% 0.0009%
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Number of shares Balance as at 30 June 2018 { % ) Percentage in relation to
Notassetsal Paid up capital
" Asat 01 July Purchases  Bonus /[ Rights Sulod ri“l?t As at 30 June Cavrying HINENEEVAC Appreciation / |h::-'um.l (with Maekey yats OFTavestee
Name of Inyestee company 2017 duiring 1he year during theyear expired during 2018 value as at 30 as at 30 June (diminotion)  murkesvatoe of tatal company (with
the year June 2018 2008 B investments  face value of
of investments)
investments)
-------------------------- Sharg§ - -weveeccccccccannnaa B e L {1111 TR ) EE TR e
Sugar & Allied Industries
Imperial Sugar Limited - 10,000 . (10,000) . - - - - -
Noon Sugar Mills Limited 5.000 - - (5,000) - . - - - - -
5.000 10,000 - (15,000) - - - - = - -
Cement
Cherat Cement Company Limited - 15,000 - . 15,000 2,089,999 1,458,450 (631,549) 1.43% 1.39% 0.0008%
0.G. Khan Cement Company Limited 24,000 30,000 - (41,000) 13,000 1,708,793 1,488,370 (220,423) 1.46% 1.41% 0.0003%
Dandot Cement Company Limited 22,200 - - (22,500) - - - - - - -
Fauji Cement Company Limited 65,000 40,000 - (65,000) 40,000 1,036,000 914,000 (122,000) 0.90% 0.87% 0.0003%
Gharibwal Cement Limited 30,000 - - (30,000) - - - . - - =
Kohat Cemem Company Limited - 10,000 - - 10,000 1,572,500 1,230,700 {341 800) 1.21% 1L17% 0.0006%
Lucky Cement Limited 12,000 13,000 . (19,500) 5,500 2970878 2,793,615 (177,263) 21.75% 265% 0.0002%
Maple Leaf Cement Factory Limited 18,000 31,250 - (18,000) 31,250 2,539,570 1,585,625 (953.945) 1.56% 131% 0.0005%
Pioneer Cement Limited 27,000 16,500 = (27,000) 16,500 999.240 773,1%0 (226,050) 0.76% 0.73% 0.0007%%
Power Cement Limited 150,000 - - (150,000) - - - - - - -
348.500 155,750 - (373.000) 131,250 12,916,980 10,243,950 (2,673,030} 10,07% 0.73% 0.0034%
Refinery
AMtock Refinery Limited 3,000 2,500 - (3,000) 2,500 648,750 538,275 (110475) 0.53% 0.51% 0.0003%
Byco Petroleum Pakistan Limited 200,000 - - {200,000) - . - - - - -
Pakistan Refinery Limited 15,000 - - (25,000) - - - - - - -
228,000 2,500 - (228,000) 2,500 648,750 838,278 (110,475) 0.53% 0.51% 0.0003%
Power Generation & Distribution
The Hub Power Company Limited 56,300 28,000 (70,300) 14,000 1,296,497 1,290,240 (6,257) 1.27% 1.23% 0.0001%
Kot Addu Power Company Limited 35,000 - (35.000) - - - - - s -
K-Eleetric Limited 200,000 - = {200,000) . ] - ] - - -
Tri-Star Power Limited 25,000 - - {25,000} - - - - . . -
316,300 28.000 - (330,300) 14,000 1,296,497 1,290,240 (6,257) 1.27% 1.23% L0001%:
Ol & Gas Marketing Companies
Hascol Petroleum Limited 6,042 8,118 - (4,000) 10,160 2,904,423 1,187 802 283,370 313% 1.03% 0.0007%
Pakigtan State Oil Compuny Limited 15,500 12,500 3,100 (23,000) 8,100 2439781 2,578,311 138,530 21.53% 245% (GL0002%
Sui Notthemn Gas Pipelines Limited 20,000 - - - 20,000 2,978 400 2,004 400 (474,000) 1.97% 1.90% 0.0003%
Sui Southern Gos Compuny Limited 20,000 - - - 20,000 728,200 656400 (71,800) 0.65% 0.62% 0.0002%
/WE"M 61,542 20,618 3,100 {27,000) 58,260 9,050,804 8,426,913 (623,891) H.28% B.00%% 0.0014%
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Numbier of shares Balance as at 30 June 2018 ( % ) Pereentage in relation to
) Net s Paid up capital
= - As at 01 July Purchases  Bonus/ Rights S?Ir ! riglr! As at 30 June Cilrylog BiAtker VAl Appreciation / ll‘lut:'indcz\:{h Market value o im'mlu:
Name of Investee company 2017 Firctine Ahe vear Aicie the vess expired during 2018 vilue as at 300 as at 30 June diminuti Skt valde of total company (with
- gihey g ney the year June 2018 8 el b) m. investments Mece value of
E of investments) H
investments)
-------------------------- SHUrEg cmccecccmcacccacamesa" B L1 e e e e e &) B e B
Qil & Gas Exploration Companies
Mari Petrolewm Company Limited 77 3,000 - - 3077 4,446,122 4,634,516 188,394 4.56%, 4.40% 0,0003%
Oil & Gas Development Company Limited 30,000 AB,000 - {58,000} 20,000 3134756 3,112,400 (22.356) 3.06% 2.96% -
Pakistan Qilficlds Limited 8,000 5,700 - (10,700} 3,000 1,615,485 2,015,370 399,885 1.98% 1.91% 0.0001%
Pakisian Petroleum Limited 44,500 24,500 - {49,000} 20,000 3,565,513 4,298,000 732487 4.23% 4.08% 0.0001%
82,577 81,200 - (117,700) 46,077 12,761,876 14,060,286 1,298,410 13.83% 13.35% 0.0005%:
Industrial Engineering
Alsha Steel Mills Limited 240,000 - - (90,000) 150,000 3,051,000 2,365,500 (685.500) 2.33%. 225% 0.0018%
Amreli Steels Limited 10,000 20,100 - (13,000) 17,100 1,727,931 1,206,405 (521,526) 1149% 1.15% 0.0006%
Dost Steels Limited 137,500 - - - 137,500 1,515,250 1,087,625 (427,625) L.07% 1.03% 0.0044%
International Steels Limited 40,000 10,000 - (32,000) 18,000 2,196,656 1,830,600 (366,056 1.80% 1.74% 0,0004%
Mughal Iron And Steel Industries Lwd 65,000 17,000 - (52,000) 30,000 2156214 1,842,600 (313,614) 1.81% 1.75% 0,0012%
) 492,500 47,100 - {187,000) 352,600 10,647,051 5,332,730 (2,314,321) 8.20% 7.92% [IXINEERA
Automahbile Assembler
Al-Ghazi Tractors Limited 2,300 2,000 - (4,300) - = - -
Honda Atlas Cars (Pakistan) Limited 3,000 5,000 - {(4,500) 3,500 1,812,500 1,107 365 (705.135) 1L09% 1.05% 0.0002%
Indus Motor Comprany Limited - 3,000 - (1,500) 1,560 2,625,000 2,132,190 (492,810) 2.10% 2,02% 0.0002%
Millat Tracters Limited 2,000 4,000 - (3,000) 3,000 3,776,000 3,564,180 (211,320) 3.50% 3.38% 0.0007%,
Pak Suzuki Motor Company Limited - 8,000 . - 8,000 4,075 800 3,147,040 (928,760) 3.09% 2.99% 0.0010%
7,300 22,000 - (13,300) 16,000 12,289,300 9,950,775 (2,338,525) 0.78%: 9.44% 0.0021%
Automobile Farts & Accessories
The General Tyre & Rubber Company of Pakistan Limited 10,000 20,000 - (14,800) 15,200 3,108,400 2,526,240 (582,160) 248% 2.40% 0.0025%
10,000 20,000 - (14,800) 15,200 3,108,400 2,526,240 (582,160) 2.48% 2.40% 0.0025%:
Cables & Electrieal Goods
Pak Elektron Limited 15,000 - - (15,000 - - - = = -
Singer Pakistan Limtied 42,000 - - (42.000) - - - - - -
TPL Corporation Limited 150,000 - - (150,000) - - - - - -
Py o] 207,000 S £ (207,000) = - - E = E -
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Number of shiares Balance as at 30 June 2018 { % ) Pereentage in relution to
. Paid up capital
Net assets of
Ss 1 e g 1 .‘\. 7 . I\ - H 5
4 As at 01 July Purchases  Bonus / Rights i) rlgl'!l As at 30 June Catrylog TAPREE VRIS Appreciation/  the Fund (with TaEhist value abin Bl“_
Name of Investee company : . expired during value asat 30 as at 30 June by of tatal company (with
2007 during the vear during the year 2018 (diminution)  market value
the year June 2018 018 , investments  face value of
of investments)
investments)
-------------------------- Shareg-c-cccsmmememcraeneas e L1115 i el (1 e
Transport
Pakistan Intemational Bulk Terminal Limited 30,000 - - (30,000} - - - . - . -
Pakistan National Shipping Corporation 12,400 - = (12,400} - - 3 = =
42,400 5 = (42,400 - - E 5 ) . -
Technalopy & C ications
Neteol Technolopies Limited 15,000 5,000 - (20,000) - - - - - - -
Trg Pakistan Limited - Class 'A 115,000 - - (115,000) * - - - - - <
Waorldeall Telecom Limited 200,000 - - (200,000) - - - - - -
330,000 5,000 - (335,000) - - - - - - -
Fertilizer
Engro Fertilizers Limited 42,000 35,000 - (32,000) 25,000 1,673,750 1,872,750 199,000 1.84% 1.78% 0.0002%
Engro Corporation Limited 26,500 40,900 - (50,400) 17,000 4,865,153 5,335,620 470,467 525% 5.07% 0.0003%
Fatima Fertilizer Company Limited - 5,000 - - 5,000 150,002 162,000 11,998 0.16% 0.15% -
Fauji Fertilizer Bin Qasim Limited 23,000 - - (23,000) - - - . - - -
Fauji Fertilizer Company Limited 46,700 30,000 - (61.700) 15,000 1,204,650 1,483,350 278,700 1.46% 1.41% 0.0001%
138,200 110,900 - {187,100y 62,000 7.893.555 8,453,720 960.165 8.711% $.41% 0.0006%
Pharmaccuticals
Agp Limited - 140,625 - (115,000) 25625 2,050,000 2275244 235244 2.24% 2.16% 0.0009%
Glaxosmithkline Pakistan Liunited 15,000 - - (15,000) - - - = - - -
Glaxosmithkline Consumer Healtheare Pakistan Limited 1,000 - - (1,000) - - - a - - -
Highnoon Laboratonies Limited 34 - 4 - is 21,293 15,599 (5.694) 0.02% 0.01% 0.0000%
The Searle Company Limited 6442 6,500 1,288 (6,000) 3230 2,769,568 2,794,085 24217 2.75% 2.65% 0.0004%
12,476 147.125 1,292 (137,000) 33,893 4,841,161 5,084,928 243,767 T5.01% 4.82% 0.0013%
Cliemicals
Engro Polymer & Chemicals Limited 50,000 - - (30,000) - - - - ] - <
Ghani Gases Limited 50,000 - - (50,000) - - - - - - -
ICI Pakistun Liited 3,000 - - (3.000) - - - -
103,000 - - {103,000y - - = - 7] = =
Paper & Board
Packages Limited 15,000 - ' - (12,450) 2,350 1,773,729 1,248,786 (524,943 1.23% 1.19% 0,0003%
15,000 - - (12,450) 2,550 1,773,729 1,248,786 (524.943) 1.23% L19% 0.0003%
Fouds & Personal Care Products
Treet Corporation Limited 34,000 = 3400 (34,0000 3400 175,811 116,246 (39,565) 0.11% 0.11% (1.0002%
WM 34,000 - 3,400 (34,000} 3400 175,811 116,246 {59,565) 0% 0% 0.0002%
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| ] i ] ] | ] L ) 1 I | ] ] ] § 1
Number of shares Balance as at 30 June 2018 { % ) Percentage in relation to
; Paid up capital
r} Net assets of
! » A .
. AsatOlJuly  Purchases  Bonus/Rights Shc/HEM o isnaune | Curmion - Marketvalue o oitions the Fund Gvith ooketvalue  ofinvestec
Name of Investee company ; expired during value as at 30 asat 30 June of total company (with
2017 during the year during the year 2018 (diminution)  market value
the year June 2018 208 investments  face value of
of investments) i
investments)
-------------------------- Shargg==-==-ccemeccmccacaaa" e LT |1 o el )
Miscellaneous
Pace (Pakistan) Limited = 200,000 - (50,500) 149,500 649,744 506,804 (142.9290) 0.50% 0.48% 0.0054%
TPL Properties Limied 100,000 - - (100,000) - - - -
100,000 200,000 s (150.500) 149,500 649,744 506,804 (142,940) 0.50% 0.48% 0.0054%
Total as at 30 June 2018 4,648,980 2,029,093 2.891 (4.582,179) 2,108,790 117,827,655 105,297,073 (12,530,552)
Total us a1 30 June 2017 2,720,594 8.826,192 640,147 (7,537.953) 4,648,980 233.341,027 209,467,908 (23,873,119)

The Finance Act 2014 brought amendments in the Income Tax Ordinance, 2001 whereby the bonus shares received by the sharcholder are to be treated as income and a tax at the rate of 5% is to be applied on the value of bonus shases determined on the basis of
day end price on the first day of book closure. The tax is 10 be collected #t source by the Company declaring bonus shares which shall be considered as final discharge of tax liability on such income. However, the Management Company of the fund along with
other asset management companies and Mutual Fund Association of Pakistan, had filed a petition in the Honorable Sindh High Court ("the Coun”) to declare the amendments brought into the Income Tax Cirdinance, 2001 with reference to tax on bonus shares

for collective investment schemes ("CIS”) as null and void and not applicable on mutual funds based on the premise of ption given to I funds under clause 4713 of Part 1V and clause 99 of Part 1 of the Secand Schedule of the Income Tax Ordinance,
2001, The Court has granted stay order in favor of CI8 tll the final outcome of the case. .-‘\coutdmgiy the m\rsluc ann;mnlcs have withheld the shares equivalent to 5% bonus shares announcement and not deposited in CDC account of departiment of Income
Tax. However, the Fund has included the bonus shares withheld by the | Companies in its 2 to Rs. 0.5952 million (30 June 2017: Rs. 0.6981 million) on the basis of aforcmentioned Court order. Had the Fund not included

banus shares withheld by invester companies in its investment portfolio, net asset value at the reporting date nr.wld have been lcnd by Rs. 0.0353 per umit (June 30, 2017: Rs. 0.042 per unit)

Government securifies - Market treasury bills

Number of shares Balance as at 30 June 2018 (%) Per ge in relation to
Purchases  Bonus/ Rights Dispused/ Carrying Market value \::': ?::dur Market value
Purchase date Tenor As ';::{'“Iy during during the dm:imr:: As n;:ll:l RJ"“ value u at 30 asat 30 June ‘::ii::::;;:::;! {with market of total :::Tm:_; —
the period periad el Bind June 2018 2018 valueof  investments
period
investments)
--------------------------------------- T R L e TP ) EER e e e e e
Market treasury bills
13-Apr-17 3 months 12,000,000 - (12,000,000) - - - ] ” e .
06-Jul-17 3 monihs 5 12,000,000 ] (12,000,000) s + : - : £ .
28-Sept-17 3 months : 12,000,000 5 (12,000,000) . g . . , : 2
21-Dee-17 3 memths - 12,000,000 - (12.000,000) - - - - - - -
15-Mar-18 3 months - 12,000,000 - (12,000,000) . - - - - -
Total as at 30 June 2018 12,000,000 48,000,000 - (60,000,000) - - - - - - -
Total as at 30 June 2017 18,000,000 38,000,000 . {6:4.000,000) 12,000,000 11,990,286 11,990,208 (78)

sl



6.3 Unrealized diminution in value of investments classified as 'financial asset at fair value through
profit or loss' - net

2018 2017
Note ceecemccean- Rupees ==<------
Market value of investments 105,297,073 2'21,_458,1 16
Less : carrying value of investments (117,827,655) (245,331.313)

(12,530,582) (23,873,197)

Dividend and profit receivable - unsecured, considered good

Dividend receivable on equity securities 7.1 200,731 346,292
Profit receivable on bank deposits 35,769 16,305
236,500 362,597

7.1 This includes dividend receivable on honus shares amounting to Rs. 11,946 (2017: 5,891), withheld by
investee companies due to facts as stated in note 6.1.1.

2018 2017
Note  emememmeee- Rupees -=-==-==--
Advances, deposits, prepayments and other receivables
Advance Tax deducted 760,610 646,374
Other receivable from Management Company 211,363 211.363
Prepaid Annual Fee of CDC 12,956 12,956
Security Deposits with CDC 237,500 237,500
1,222,429 1,108,193
Remuneration payable to First Capital Investment Limited -
Management Company
Remuneration payable to the Management Company 9.1 176,112 1,162,973
Punjab Sales Tax on remuneration to the Management Co 92 28,179 151,186
Federal Excise Duty on remuneration to
the Management Company 93 3,713,448 3,713,448
3,917,739 5,027,607
9.1 Under the provisions of the NBFC Regulations 2008, the Management Company of the Fund is entitled to

an accrued remuneration of an amount not exceeding two percent per annum of the average annual net
assets of the Fund. Management Company has charged remuneration at 2% per annum based on the daily
net assets of the Fund during the year ended 30 June 2018.

9.2 The Provincial Government of Punjab levied Punjab Sales Tax at the rate of 16% on the remuneration of
the Management Company through the Punjab Sales Tax on Services Act, 2012 effective from 01 July
2012,

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

W77 A aicd
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The Honorable Sindh High Court (SHC) through its recent order dated 2 June 2016, in CPD-3184 of 2014
(and others) led by various taxpayers, has interalia declared that Federal Excise Act 2005 (FED Act) is on
services, other than shipping agents and related services, is ultra vires to the Constitution from 01 July
2011, However, the declaration made by the Honorable Court, as directed, will have affect in the manner
prescribed in the judgment. The Sind High Court in its decision dated 16 July 2016 in respect of
constitutional petition led by management companies of mutual funds maintained the previous order on the
FED.

Sindh Revenue Board and Federal Board of Revenue have led appeals before Honorable Supreme Court
against the Sindh High Court's decision dated 2 June 2016, which is pending for the decision. However,
after the exclusion of the mutual funds from federal statute on FED from 1 July 2016, the Fund has
discontinued making the provision in this regard.

Since the appeal is pending in the Supreme Court of Pakistan, the Management Company as a matter of
abundant caution has retained provision for FED on management fee aggregating to Rs. 3.713 million
(2017: Rs. 3.713 million). Had the provision not been made, the Net Asset Value per unit of the Fund
would have been higher by Rs. 0.3382 per unit (30 June 2017: Rs. 0.2236 per unit).

2018 2017
Note ~  teeewmmmene- Rupees =-=====--
Other payables
Accounting & operational charges 10:1 166,335 217,940
Sindh Sales Tax on accounting & operational charges 21,682 17,435
Sales load payable - 10,000
188,017 245,375

10.1 Securities and Exchange Commission of Pakistan through its SRO 1160(1)/2015 dated 25 November 2015
has revised the Non-Banking Finance Companies and Noti ed Entities Regulations, 2008. In the revised
regulations a new clause 60(s) has been introduced allowing the management company to charge "fees and
expenses related to registrar services, accounting, operation and valuation services related to CIS
maximum up to 0.1% of average annual net assets of the Fund or actual whichever is less” from the mutual
funds managed by it. Accordingly, such expense has been charged at the rate of 0.1% of average annual
net assets of the Fund.

Remuneration payable to Central Depository Company of Pakistan Limited - Trustee

2018 2017
Note commmmceeee- Rupees ---==-==---
Remuneration to the Trustee 1.1 57,534 57,534
Sindh Sales tax on remuneration to the Trustee 11.2 7,479 7,479
65,013 635.013
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 therein, based on the daily Net Assets Value of the Fund. The fee
is paid to the Trustee monthly in arrears.

a7 2ps ko
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Based on the Trust Deed, the tariff structure applicable to the Fund as at 30 June 2018 is as follows:

Net Assets Value Tariff per annum

Upto Rs 1,000 million Rs 0.70 million or 0.20% per annum of net assets of the Fund, whichever
is higher

Exceeding Rs 1,000 million Rs 2.0 million plus 0.10% per annum of net assets of the Fund, on amount

exceeding Rs 1,000 million

11.2  The Sindh Provincial Government levied Sindh Sales Tax on the remuneration of the Trustee through
Sindl Sales Tax on Services Act, 2011, effective from 01 July 2015. During the year, Sindh Sales Tax at
the rate of 13% (30 June 2017: 13%) was charged on trustee remuneration.

Annual fee payable to Securities and Exchange Commission of Pakistan

Under the provisions of the NBFC Regulations a CIS categorized as an equity scheme is required to pay annual fee
to SECP, an amount equal to 0.095% (2017: 0.095%) of the average annual net assets of the Fund. The fee is paid
annually in arrears.

2018 2017
Accrued expenses and other liabilities — ceeeemeeeoan Rupees ---------
Auditors' remuneration 774,900 691,200
Listing fees payable 90,000 60,000
Witholding & Capital Gain Tax payable 200,192 208.962
Transaction costs payable - 3,000
Printing charges payable 24,795 18,750
Sindh Sales Tax payable 11 - 390
Other payable 49,018 -

1,138,905 982,302

Unclaimed dividend

This mainly includes an amount of Rs. 9.51 million (2017: Rs. 8.81 million) not paid to Salman Taseer (Late) due to
pending adjudication for issuance of succession certificate before the Honorable Lahore High Court.

Provision for Workers' Welfare Fund

The Finance Act, 2008 introduced amendments to the Workers' Welfare Fund (WWF) Ordinance, 1971 whereby the
definition of industrial establishment was extended, The amendments were challenged at various levels and
conflicting judgments were rendered by the Lahore High Court, Sindh High Court and Peshawar High Court. The
Honorable Supreme Court of Pakistan vide its judgment dated 10 November 2016, has upheld the view of Lahore
High Court and decided that WWF is not a tax and hence the amendments introduced through Finance Act, 2008
are ultra-vires to the Constitution. The Federal Board of Revenue has filed Civil Review Petitions in respect of
above judgment with the prayer that the judgment dated 10 November 2016 passed in the Civil Appeal may kindly
be reviewed in the interest of justice,

The Mutual Fund Association of Pakistan (MUFAP), after deliberating the position and obtaining advice from the
legal counsel, decided that the provision for WWF held for the period from 1 January 2013 to 30 June 2015 should
be reversed effective from 12 January 2017.

AATES A
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Contingencies and commitments

The Fund had no contingency or commitment at the year end except as disclosed in note 6.1.1

2018 2017
Number of units in issge  ~ =eeee-- Number of unit§-------
Total units in issue at the beginning of the year 16,604,097 16,475,941
Add: units issued during the year 6,241 698,716
Less: units redeemed during the year (5,629,325) (570,560)
Total units in issue at the end of the year 10,981,013 16,604,097

Securities transaction costs

This represents brokerage commission, Sindh Sales Tax, Capital Value Tax and settlement charges relating to sale
and purchase of equity securities.

2018 2017
Auditors' remuneration ieeeecemee=- Rupees -==--===--
Annual audit fee 550,000 550,000
Half vearly review fee 330,000 330,000
Other certifications and services - 20,000
Punjab Sales Tax 100,321 100,321
Out of pocket expenses 72,379 45,000
Reversal of prior year audit expense - (46,121)

1,052,700 999,200

Taxation

The Fund's income is exempt from Income Tax as per clause (99) of part | of the Second Schedule to the Income
Tax Ordinance, 2001 subject to the condition that not less than 90% of the accounting income for the year as
reduced by capital gains whether realised or unrealised is distributed amongst the unit holders. Provided that for the
purpose of determining distribution of at least 90% of accounting income, the income distributed through bonus
shares, units or certificates as the case may be, shall not be taken into account. Furthermore, as per regulation 63 of
the Non-Banking Finance Companies and Notified Entities Regulations, 2008, the Fund is required to distribute
90% of the net accounting income other than capital gains to the unit holders. During the year ended 30 June 2018,
the fund has incurred net loss therefore no distribution has been made. Accordingly, no provision has been made in
the financial statements for the year ended 30 June 2018.

Reconciliation of liabilities arising out of financing activities

Receivable  Payable against Dividend payable Total
against sale of  redemption of / Unclaimed
units units dividend
---------------------- Rupees ----===cccececmnacan o
Opening balance as at 01 July 2017 - - 11,672,005 11,672,005
Receivable against issuance 74,000 - - 74,000
Payable against redemption - 56,495,582 - 56,495,582
Dividend - - 8,762,256 8,762,256
74,000 56,495,582 8,762,256 65,331,838
Amount received on issuance (74,000) - - (74.000)
Amount received on redemption of units - (56,495,582) - (56,495,582)
Dividend paid - - (6,243,236) (6,243,230)
(74,000) (56,495,582) (6,243,236) (62.812,818)
Closing balance as at 30 June 2018 - - 14,191,025 14,191,025

A#RZH )



Total Expense Ratio

Total expense ratio (all the expenses, including government levies, incurred during the year divided by average net
assel value for the year) is 4.15% per annum. Total expense ratio (excluding government levies) is 3.56% per

23

dannuim,

As at 30 June 2018

At fair value
Loans and

h profit Total
receivable through profi om
and loss
Financial instruments by category ~ ceeeececeonanaa- Rupees =-=-========-
Assets
Bank balances 14,617,436 - 14,617,436
Investments - 105,297,073 105,297,073
Dividend and profit receivable - unsecured, considered 236,500 - 236,500
Advances, deposits, prepayments and other receivables 448,803 - 448,863
15,302,799 105,297,073 120,599,872
As at 30 June 2018
At fair value At amortised Total
through profit cost
and loss
---------------- Rupees ------===----
Liabilities
Payable to First Capital Investment Limited -
Management Company - 4,105,756 4,105,756
Remuneration payahlé to Central Depository Company
“of Pakistan Limited - Trustec = 65,013 65,013
Annual fee payable to Sccurities and Exchange
Commission of Pakistan - 158,444 158,444
Accrued expenses and other liabilities - 938,713 938,713
Unclaimed dividend - 14,191,025 14,191,025
- 19,458,951 19,458,951
As at 30 June 2017
Loans and At fair value  Total
receivable through profit
and loss
---------------- Rupees =-===r-===o-=-
Assets
Bank balances 3,418,018 - 3,418,018
Investments - 221,458,116 221,458,116
Dividend and profit receivable - unsecured, considered 362,597 - 362,597
Advances, deposits, prepayments and other receivables 883,874 - 883,874
ALtV 4,664.489 221.458.116 226,122,605
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As at 30 June 2017

At fair value At amortised cost Total

through profit

and loss

---------------- Rupees -------------
Liabilities
Payable to First Capital Investment Limited - - 5,272,982 5,272,982
Management Company
Remuneration payable to Central Depository Company - 65,013 65,013
"of Pakistan Limited - Trustee
Annual fee payable to Securities and Exchange B 207,043 207,043
Commission of Pakistan
Accrued expenses and other liabilities - 773,340 773,340
Unclaimed dividend - 11,672,005 11,672,005
s 17,990,383 17,990,383

Earnings per unit

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

Transactions with connected persons / related parties

Connected persons include First Capital Investments Limited being the Management Company, Central Depositry
Company of Pakistan Limited (CDC) being the Trustee of the Fund, all Group Companies, any person or company
beneficially owning ten percent or more of the capital of the Management Company or net assets of the Fund and
unit holders holding 10 percent or more units of the Fund and Directors and Key Management Personnel of the
Management Company as at 30 June 2018.

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

Remuneration to the Management Company and the Trustee of the Fund is determined in accordance with the
provisions of the NBFC Regulations and Trust Deed respectively as disclosed in note 9 and 11 to these financial
statements.

2018 2017
------------ Rupees ---------
25.1 Transactions for the year

The Management Company
Remuneration charged for the year 3,335,673 4,358,786
Punjab Sales Tax on remuneration of

the Management Company * 533,708 697,400
Remuneration paid 4,292,456 3,512,173
Dividend paid 3,694,379 13,901,147
Issuance of nil Units (2017: 322.609) = 4,500,000
Redemption of 4,200,217 (2017: 158,391) units 41,000,000 2,014,594

Sy



* Punjab Sales Tax is paid to the Management Company for onwards payment to the Government.

2018 2017

Trustee ieeeeemmmea- Rupees ===-=------
Remuneration charged for the year 700,000 700,000
Remuneration paid 700,000 700,000
Sindh Sales Tax on remuneration of the Trustee 91,000 91.000
Settlement charges inclusive of Sindh Sales Tax 17,800 38.771
Sindh Sales Tax on settléement charges 2,314 5,040
CDS Fee paid 76,275 76,275
CDS Fee amortised during the year 76,275 76,725
First Capital Equities Limited - Group Company
Brokerage commission 42,980 119,324
Dividend declared 596 2,295
First Capital Securities Corporation Limited

- Group Company
Issuance of nil Units (2017: 162,973) - 2,300,000
Redemption of 300,000 (2017: 162,973) units 3,300,480 2,354,025
Dividend declared 78,242 429.204
Salman Taseer (Late) - Holder of more than 10%

shares of the Management Company
Dividend declared 696,597 2,683,138
Outstanding balances as at year end
The Management Company
Remuneration payable inclusive of taxes thereon 3,917,739 5,027.607
Other receivable 188,017 245,375
Units held: 6,910,698 units (2017: 11,110,915 units) 64,011,722 139,285,323
Trustee
Remuneration payable inclusive of taxes thereon 65,013 65.013
Security deposit 237,500 237,500
Settlement charges payable inclusive of taxes thercon 3,390 3,390
Prepaid Fee 12,956 12,956
First Capital Equities Limited - Group Company
Units held: 1,793 units (2017: 1,793 units) 22,477 22,477
First Capital Sccurities Corporation Limited

- Group Company
Units held: 35,316 units (2017: 335,316 units) 327,122 4.203.,483
Salman Taseer (Late) - Holder of more than 10%
Units held: 2,096,201 units (2017: 2,096,201 units) 26,277,771 26,277,771
Key management personnel of the Management Company
Units held: 2363 units (2017: 602 units) 7.549 14,036

AP
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Details of pattern of unit holding

Category

Individuals

Associated compaties / Directors
Bunk/Mr1

Relirement Funds

Others

Category

Individuals

Assogiated companies / Directors
Bank/DF1

Retirement Funds

Others

Particulars of the Investment Committee and Fund Munager

Details of members of the Investment Committee of the Fund are as follows;

Sr. No. Name

1 Imran Hafeez

L

Sved Asad Abbas Zuidi

3 Syed Ghazanfar Al Bukhari

Chief Executive Officer

Chief Financitl Ofticer

Chief Investment Officer /

27.1 No other fund 1s being managed by Mr, Syed Ghazanfar Ali Bukhari,

Top ten brokers by percentage of commission puid

List of brokers by percentage of commission paid during the year ended 30 June 2018 ¢

S.No  Broker's Name

Aril Habib Limited

L

AKD Securitics Limited
fr Next Capital Limited

7 BMA Capital Management Lid
B MSMANIAR Finnneals (Pvt) Lid
9 Elixir Securities Pakistan (Pvt) Lid

10 Pearl Secunties Limited

o~

First Capital Equities Limited
Fuortune Securitivs Limited

Ismanl Igbal Secunties (Pvi) Lid

2018
Number of unit  Number of Investment Percentage
holders Units helid amount
----------------------- Hupees -===c-smmoooooaaaanaann-
1,941 3,894 230 36,071,251 35.46%
7 6,949,732 64,373,579 6329%
2 15,893 147,209 0.14%
15 105,847 980,429 0.96%
11 15311 141,827 0,14%
1,976 10,981,013 101,714,295 100%
2017
Number of unit Number of Investment Percentage
holders Units held amount
----------------------- Rupee§ -=---semcmmmmonaaaan
1,943 4,016,326 50,350,834 24.19%
6 11449228 143,526,575 68.93%
1 56,949 713914 0.34%
2 15,893 199,228 0.10%
16 1,065,501 13,357,028 65.42%
1.978 16,604,097 208,147,579 100%
Qualilication Experience in
years
Aftiliate of ICAP
Associute member of PIPFA 15 Years
Master of Business
Administration 12 Years
Master of Economics 17 Years
2018 2017
------- Percentage (Yo} == -==--
12.68% 13.67%
12.63% 8.10%
11:82% 8.15%
11.53% 9.10%
10.65% 10.65%
9.45%% 8.79%
G.15% 9.03%
7.33% 8.47%
592% 4.42%
3.56% 3.56%
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Attendance at meetings of Board of Directors of Management Company

The board meetings were held on 03 Qctober 2017, 27 October 2017, 26 Feburary 2018, 24 Apnl 2018, Information in respect of attendance by the
directors in the meeting s given below:

Number of mectings Mueetings not
: . : y ttended
Name of persons attending the meetings Held during the:  Attended Leave atlen
tenure of granted
directorship
Sved Nadeem Hussain 4 3 1 2nd
Mr. Imran Hufeez 4 4 - -
Mr. Juwad Soleem 4 4 - =
Mr. Asif Pervaiz 4 4 - -

Financial Risk Muanagement

The Fund's objective in mannging risk is the creation and protection of unit holder's value, Risk is inherent in the activities of the Fund, but itis
managed through monitoring and controlling activities which are primarily set up to be performed based on limits established by the Munagement
Company, Fund's constitutive documents and the regulations and directives of the SECP. The policies are established to identify and analyse the
risks faced by the Fund, to set appropriate risk limits and controls and to monitor risks and adherence to limits

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 menitoring the Fund's nsk management policies. The audit committee oversces how
management monitors compliance with the Fund's risk management policies and procedures, and reviews adequacy of the risk management
framework in relation 1o the risks faced by the Fund. The audit committee is assisted in its oversight role by Intemal Audit. Intemmal Audit
undertakes repular reviews of risk management controls and procedures, the results of which are reported to the audit committee,

The management of these risks is also carried out by the Investment Committee (IC) under policies spproved by the Board of Directors of the
Menagement Company. The IC is constituted and approved by the Board of Directors of the Management Company. 1C is responsible to devise the
investment strategy and manage the imvestment portfolio of the Fund in accordunce with limits prescribed in the NBFC Regulations, Offering
document of the Fund in addition 1o Fund's internal risk management policies.

The Fund primarily invests in & portiolio of listed equity securities and money market investments. Such investments are subject to varying degrees
of nsk. These risks emanate from various factors that include, but are not limited to market risk, credit risk and liquidity risk.

The Fund has exposure to the following risks from 1ts use of financial instruments:

- Credit risk

- Liquidity risk

- Market risk

30 Credit risk
Credit risk represents the risk of a loss that would be recognized at the reporting date if counterparties to & financial instrument fails to
meet its contractual obligations. Credit risk arises from deposits with banks, credit exposure arising as a result of dividends receivable on

equity securities, receivable against sale of investments, deposits and other receivables and accrued income on bank deposits. For banks
and financial institutions, only reputed partics are aceepted. Credit risk on dividend receivable is minimal due to statutory protection.

30.LT  Management of eredit risk

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. The Fund docs not expect 1o incur material eredit losses on its financial assets.

Credit rating is munaged and controlled by the Management Company of the Fund in the following manner.

- Cash is held only with reputable banks with high quality external credit enhancements
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- Investment transactions are carried out with & large number of brokers, whose credit worthiness Is tuken into account so as to
minimize the risk of default and transactions are settled or patd for only upon delivery,

30.1.2 Exposure to eredit risk

The Fund identifies concentrations of credit risk by reference to type of counter purty. Maximum exposure to credit risk by type of
counterparty is as follows:

2018 2017
Carrying value Maximum Carrying value of Maximum
of Financial exposure Financial Assets exposure
Assels
Note ececccemcccacacccannna= Rupees-====eceeammnnaoacanans
Bunk balanees 3 14,617,436 14,617,436 3434323 3434323
Dividend and profit receivable -
unsecured, considered good 7 236,500 236,500 346,292 346,292
Deposits and other receivables 8 448,863 448,863 1,095.237 1095237
15302799 15,302,799 4,875,852 4,875,852

Investments in equity securities of Rs. 105.29 million (2017: Rs. 20944 million) and investments in Government securities of nil
(2017: Rs. 11.99 niillign) are not exposed to credit risk.

30.1.3 Concentration of credit risk
Concentration of eredit nsk exists when the changes in economic or industry factors similarly affect groups of counterparties whose
apgregate credil exposure is significant in relation to the Fund's total credit exposure. The Fund's portiolio of financial instruments 1s
broadly diversified and all other transactions are entered into with credit-worthy counterparties thereby mitigating any significant

concentrations of aredit risk,

Details of Fund's concentration of cradit risk of financial instruments by industria] distribution is as follows:

2018 2017
Rupees Percentage Rupees Percentage
Hanking companies 14,653,205 Y5.76% 3418018 73.53%
Connected persons 448,863 2.93% 883,874 19.02%
Others 200,731 1.31% 346,292 7.45%
15,302,799 100% 4648 184 100%

Seitlement risk

The Fund's aetivities may give rise to tisk at the time of settlement of transactions. Settiement risk is the risk of loss due to the fuilure of
an entity to honor its obligations to deliver cash, securities or other assets as contractually agreed.

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

30.1.3(a) Counterparties with external credit ratings

These include banking companies and financial institutions, which are counterparties o cash deposits. These are neither past due nor
impaired, Credit risk is considered minimal sinee the counterpartics lave reasonably high eredit ratings as determined by various credit
rating agencies. Due to long standing business relationships with these counterparties and considering their strong financial standing,
management does not expect non-performance by these counterparties on their obligations to the Fund. Following are the credit ratings
of counterparties with external credit ratings:

Banks and financial institutions

Bank Rating Rating agency 2018 2017
Long term_ Short term Rupecs Rupees

Bank balances including profit receivably

Hlabib Metropolitan Bank Limited AN+ Al+ PACRA 14,599 855 3,394,778
Total expe Muslim Commercial Bank Limited AAA Al+ PACRA 17,581 23,240
14,617,436 3418018
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30.2

30.3

Liquidity risk

Liguidity risk is the risk that the Fund will encounter difficulty in meeting 1ts finaneial obligations as they fall due. Liquidity risk arises
because of the possibility that the Fund could be required to pay its labilities carlier than expected or difficulty in raising funds to meet
commitments associated with financind linbilities us they fall due.

The Fund is exposed to cash redemption of its units on a regular basis. Units are redecmable at the holder's option based on the Fund's
net asset value per unit at the time of redemption caleulated in accordance with the Fund's constitutive document and guidelines laid
down by SECP.

Management of liquidity risk

The Fund's approach to managing liquidity is to ensure, #s for as possible, that the Fund will always have sufficient liquidity 1o meet its
ligbilities when due under both normal and stressed conditions, without incurring unacceptable losses or risking damnge to the Fund's
reputition. Its policy is therefore to invest the majority of its investments in marketable securities, which under normal eircumstances are
readily convertible into cash. As a result may be able to liquidate its investments in these instruments ot an amount close to their fur
value to meet its liquidity requirement. The present settlement is a T+2 system, which means proceeds from sales (to pay of
redemptions) of holdings will be received on the second working day after the sale, while redemptions have to be paid within a period of
six working dovs from the dute of redemption request,

In order 1o 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 stich requests would be tréated as redemption requests qualifying for being processed on the next business duy. Such
procedure would continue until the outstanding redemption requests come down to a level below ten percent of the umits then in dssue.
However, the Fund did not withhold any redemption requests during the year,

Maturity analysis for financial labilities

The table below indicates the contractunl maturities of the Fund's financinl labilities at the reporting date. The amounts i the table are
the contractual undiscounted cash flows as on !

2018
Financial Upto three  More than three Total
liabilities months months and up to
one year
Non-derivative financial linbilities NolE covamscimemsessssvees RUPLES === mmmmmmmmmmcmmmaes
Remuneration piayable to the Management
Company (excluding Punjab Sales Tax and FED' ¥ 176,112 176,112 - 176,112
Remuneration payable 1o Trustee (excluding
Sindh Sales tax) 10 57.534 57,534 - 57,534
Annual fee payable to SECP 2 158,444 158,444 - 158,444
Unclaimed dividend 14,191,025 14,191,025 - 14,191,025
Accrued expenses and other liabilities 13 938,713 938,713 - 938,713
15552 1,828 155521 !8 28 - 1 5&-&-
2017
Financial Up to three More than three Total
labilitics months manths and up to
one year
Non-derivative financial liabilities =00 esssssssssseeee--eas RUPEES === === wmmcmsmmmmaman
Remuneration pavable to the Management
Company (excluding Punjab Sales Tax and FED 9 1,162,973 1,162,973 - 1,162,973
Remuneration payable to Trustee (excluding
Sindh Sales tax) 10 57,534 57,534 - 57,534
Annual fee payable to SECP 12 207,043 207,043 - 207,043
Unclaimed dividend 11,672,005 11,672,005 - 11,672,005
Accrued expenses and other liabilities 13 773,340 773,340 - 773,340
13,872,895 13.872,855 - 13,872,895
Market risk

Market risk is the risk that the change in fair value or the future cash flows of a financial instrument may fluctuate as o result of changes
in market prices. The objective of market risk management is 1o manage and control market risk exposires within acceptable parameters,
while aptimizing retum,
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30.3.1 Munngement of market risk

The Management Company munages the market risk through diversification of the investment portfolio by exposures and by following
the internal guidelines established by the investment committee and regulations laid down by the SECP.

Market risk comprises of three types of risks: currency risk, interest rte risk and other price risk,
30.3.2  Currency risk

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

30.3.3 Interest rate risk

Interest rte risk represents the nisk that the fair vilue or future cash flows of # financial instrument will fluctuate because of changes in
market interest ratés. The Investment Committee of the Fund reviews the portfolio of the Fund on a regular basis to ensure that the nisk 1s
managed with in the acceptable limits,

i) Seasitivity analysis for variable rate instruments

Presently, the Fund holds balances with banks which expose the Fund to cash flows interest rate risk. In cuse of 100 basis points
increase / decrease in market rates as at 30 June 2018 with all other varizbles held constant, the net income for the year and net
assets would have been higher / lower by Rs. 0.1461 million (2017: Rs. 0.0341 million).

) Fair value sensitivity analysis for fixed rate instruments
Presently, the Fund holds no fixed rate instruments,
30.3.4  Other price risk

Othet price risk 18 the risk that the fair value or future cash fows of a financial instrument will fluetuate as o 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 fnaneial instrument or s issuer, or fctors affecting all similar financial instruments traded in the market.

The Fund is exposed o equity price risk because of investments held by the Fund in listed equity securities classified on the Statement
of Assets and Linhilities w8 't fair value through profit or loss', To manage its price risk arlsing from investments in equity securitics, the
Fund diversifies its portfolio within' eligible stocks. The Fund's constitutive document / the NBFC Regulations also limit individual
equity seeurities to no more thun 10% of net sssets of the Fund, or issued capital of the investee company and sector exposure limit o
30% of net ussets.

30.3.5 Falr value sensitive analysis

In case of 5% increase / decrease in the KSE 100 index, net income for the year ended 30 June 2018 would increase / degrease by Rs
5.08 million (2017: Rs. 10.41 million) and net assets of the Fund would increase / decrease by the same amount as o result of gains /
losses on equity securities classified at fair value though profit or loss,

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 nccording to the historical correlation with the mdex. This represents management’s best
estimate of a reasonable possible shift in KSE 100 Index having regard to historical volatility of the index. The composition of the Fund's
investment portfolio and the correlation, thereof, 1o the KSE 100 Index is expected to change over time. Accordingly, the sensitivity
analysis prepared as of 30 June 2018 is not necessrily indicative of the effect on the Fund's net assets of future movements in the level
of'the KSE 100 index.

Unit holder's fund risk management

The Fund's capital 15 represented by the net assets auributable 1o unit holders / redeemable units. The unit holders of the Fund are entitled to
distributions and to payment of a proportionate share bused 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 holder's fund.

The Fund has no restrictions or specific funding requirements on the subseription and redemption of units.

The Fund's objectives when managing unit holder's fund are to safeguard its ability to continue as a going concern 5o that it can continue to provide
returns to unit holders und to maintain o strong base of ussels to meet unexpected losses or opportunities.

In accordance with the risk manngement policies, the Fund endeavors to invest the subscriptions received in approprinte investments while
maintaining sufficient liquidity to meet redemption requests. Such liquidity being augmented by disposal of investments where necessary

As required under the NBFC Regulations, every open end scheme shall maintain minimum fund size (i,e, net assets of the Fund) of Rs. 100 million
atull times during the lift of scheme. The Fund has maintrined and complied with the requirements of minimum fund size during the year,
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Fair value measurement of financial instruments

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

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

Fair value of underlying financial assets are determined based on requirement of regulation 66(a) of Non-Banking Finance Companies and Notified Entities Regulations, 2008 and directives if any issued by SECT.

The fair value of financial assets traded in active market i.c. listed securities are based on quoted market price at stock exchange as determined in accordance with its regulations,

IFRS 13 'Fair Value Measurement’ requires the Fund to classify fair value measurements and fair value hierarchy that reflects the significance of the inputs used in making the measurements of fair value hierarchy
has the following levels:

- Quoted prices (unadjusted) in active markets for identieal assets or liabilities (Level 1)
- Inputs other than quoted prices included within level 1 that are observable for the asset or liability, cither direetly (i.e. as prices) or indircetly (i.c. derived from prices) (level 2)
- Inputs for the asset or liability that are not based on observable market data (i.e. unobservable) inputs (Level 3)

Transfer between levels of the fair value hierarchy are recognised at the end of the reporting period during which the changes have occurred.

The following table shows the carrying amounts and fair valucs of financial assets and financial liabilities, including their levels in the fair value hicrarchy, It does not include fair value information for financial assets
and financial liabilities not messured at fuir value if the carrying amount is:a reasonable approximation of fair value.

Carrying amount Fair value
Fair value through I.na}'ls and Olh‘cr [‘-I[‘I{l.llt‘ml Total Lever Level 2 Total
profit or loss receivables liabilities
As at 30 June 2018 L e e R R T R RUPEES === m e m e e e e e e e e
Financial assets - measured at fair value
Investments
- listed equity securities 6.1 105,297,073 - - 105,297,073 105,297,073 - 105,297,073
Financial assets - not measured at foir value
Bank balances ] - 14,617,436 - 14,617,436 - - -
Dividend and profit receivable 7 - 236,500 - 236,500 - = =
Deposits and other receivables & - 448,863 - 448,863 - - -
105,297,073 15,302,799 - 120,599,872 105,297,073 - 105,297,073

Financial liabilities - not measured at fuir value
Remuneration payable to Management Company 9.1 - - 176,112 176,112 - - -
Remuneration payable to Trustee 111 - - 57,534 57,534 - - -
Annual fee pavable o Sccuritics and Exchange

Commission of Pakistan 12 - . 158,444 158,444 - - -
Acerued expenses and other liabilities 13 - - 938,713 038,713 - - -
Unclaimed dividend - - 14,191,025 14,191,025 - - -

Wﬂ-’/ = - 15,521,828 15,521,828 N . =




Carrying amount Fair value
Fair value through I.«mps and Other fl'n_mm:ml Total Level 1 Level 2 Total
prodit or loss receivables liabilites
Nofe, =--zv=severecccccecceneceanereececrecncncanaenacas e e e L i
As at 30 June 2017
Financial assets - measured al fair value
Investments
= listed equity securities 0.1 209,467,908 - - 209,467,908 209,467,908 - 209467908
- Government securities 6.2 11,990,208 - - 11,990,208 - 11,990,208 11,990,208
Financial assets - not measured al far value
Bank balances 5 - 3418018 - 3418018 - - -
Dividend and profit receivable 7 - 362,597 B 362,597 - - -
Deposits and other receivables 8 - §83.874 B 883,874 - - -
221,458,116 4,664,489 - 226,122,603 209,467,908 11,990,208 221,458,116
Financial liabilittes - not measwred at faiy value
Remuneration payable to Management Company 9.1 - - 5.272,982 5.272,982 - - -
Remuneration pavable 1o Trustee 11.1 - - 65,013 65,013 - - -
Annual fee payable to Securities and Exchange
Commission of Pakistan 12 . - 207,043 207.043 - - -
Accrued expenses and other liabilities 13 - - 773,340 T73.340 - . -
Unclaimed dividend - - 11,672,005 11,672,005 - - -

, 5 = 17,990,383 17,990,383 = - 2
Wl sl




33  Date of authorization for issue

These financial statements were authorized for issue on Ol /ober 0% 2018 by the Board of Directors of the
Management Company.

34  General

Figures have been rounded off to the nearest rupee.
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For First Capital Investments Limited

(Management Company)
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