

























































































HBL Islamic Money Market Fund

Statement of Assets and Liabilites
As at June 30, 2018

2018 2017
Note - (Rupees in '000)----------
Assets
Bank balances 5 958,590 839,601
Accrued mark-up on banks 6 4,863 3,265
Prepayment 7 60 59
Total Assets 963,513 842,925
Liabilites
Payable to the Management Company 8 678 791
Payable to the Trustee 9 120 112
Payable to Securites and Exchange Commission of Pakistan 10 609 471
Accrued expenses and other liabilites 11 4,997 6,269
Total Liabilites 6,404 7,643
Net Assets 957,109 835,282
Unit Holders' Fund (as per statement atached) 957,109 835,282
Contngencies and Commitments 12
------- Number of units -------
Number of units in issue 13 9,117,621 8,300,721
------------ Rupees ------------
Net assets value per unit 4.10 104.9735 100.6277
The annexed notes 1 to 29 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial O cer Chief Executve O cer Director
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HBL Islamic Money Market Fund

Income Statement
For the year ended June 30, 2018

2018 2017
Note oo (Rupees in '000)----------
Income
Mark-up on deposit with banks 44,914 34,490
Mark-up on term deposit receipts 2,512 -
47,426 34,490
Expenses
Remuneraton of the Management Company 8.1&8.2 8,109 7,048
Remuneraton of the Trustee 9.2 1,377 1,058
Annual fee to the Securites and Exchange Commission of Pakistan 10.1 609 471
Allocaton of expenses related to registrar services,
accountng, operaton and valuaton services 8.3 812 624
Auditors' remuneraton 14 352 372
Bank charges 120 64
Fee and subscripton 291 251
Printng and statonery 177 266
Legal and professional charges 184 180
12,031 10,334
Net income from operatng actvites 35,395 24,156
Element of income and capital gains
included in prices of units issued less those in units
redeemed - net 4.9 - 1,327
Reversal of provision for Workers' Welfare Fund 11.2 - 2,802
Provision for Sindh Workers' Welfare Fund 11.2 (708) (1,496)
(708) 1,306
Net income for the year before taxaton 34,687 26,789
Taxaton 15 - -
Net income for the year afer taxaton 34,687 26,789
Allocaton of net income for the year:
Income already paid on redempton of units 9,670
Accountng income available for distributon:
- Relatng to capital gains -
- Excluding capital gains 25,017
25,017
34,687
Earning per unit 18
The annexed notes 1 to 29 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial O cer Chief Executve O cer Director
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HBL Islamic Money Market Fund

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

Net income for the year afer taxaton 34,687 26,789

Other comprehensive income for the year -

Total comprehensive income for the year 34,687 26,789

The annexed notes 1 to 29 form an integral part of these financial statements.

For HBL Asset Management Limited
(Management Company)

Chief Financial O cer Chief Executve O cer Director
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HBL Islamic Money Market Fund

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

For the year ended June 30,

2018 2017
(Rupees in '000)
Capital ~ Undistributed  Total Capital ~ Undistributed  Total
value income value income
Net assets at beginning of the year 830,184 5,099 835,283 - - 506,741
Issuance of 9,684,383 units (2017: 12,468,871 units)
- Capital value (at net asset value per unit 974,516 - 974,516 - - 1,270,701
at the beginning of the period)
- Element of income 25,292 - 25,292 - - -
Total proceeds on issuance of units 999,808 999,808 - - 1,270,701
Redempton of 8,867,483 units (2017: 9,204,675 units)
- Capital value (at net asset value per unit at the beginning
of the year) (892,315) - (892,315) - - (940,756)
- Amount paid out of element of income
Relatng to net income for the year afer taxaton (10,685) (9,670) (20,354) - - -
Total payments on redempton of units (902,999) (9,670) (912,669) - - (940,756)
Element of loss and capital losses included in prices
of units issued less those in units redeemed - net - - - - - (1,327)
Total comprehensive income for the year - 34,687 34,687 - - 26,789
Distributon during the year - - - - - (26,866)
Net income for the year less distributon - 34,687 34,687 - - (77)
Net assets at end of the year 926,993 30,116 957,109 - - 835,283
Undistributed income brought forward
- Realised 5,099 3,176
- Unrealised - -
5,099 3,176
Accountng income available for distributon
- Relatng to capital gains - -
- Excluding capital gains 25,017 -
25,017
Net Income for the year - for prior year 26,789
Distributon during the year - (26,866)
Element of income and capital gains included in prices
of units issued less those in units redeemed - 2,000
Undistributed income carried forward 30,116 5,099
Undistributed income carried forward
- Realised 30,116 5,099
- Unrealised - -
30,116 5,099
(Rupees)
Net assets value per unit at beginning of the year 100.6277 100.6132
Net assets value per unit at end of the year 104.9735 100.6277

The annexed notes 1 to 29 form an integral part of these financial statements.

For HBL Asset Management Limited
(Management Company)

Chief Financial O cer Chief Executve O cer Director
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HBL Islamic Money Market Fund

Cash Flow Statement
For the year ended June 30, 2018

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

Cash flows from operatng actvites
Net income for the year before taxaton 34,687 26,789
Adjustments for:
Mark-up on deposit with banks (44,914) (34,490)
Mark-up on term deposit receipts (2,512) -
Reversal of provision for Workers' Welfare Fund - (2,802)
Element of income and capital gains included in
prices of units issued less those in units redeemed - net - (1,327)

(12,739) (11,830)
Increase in assets
Prepayments 1) 4)
Increase / (decrease) in liabilites
Payable to the Management Company (113) 280
Payable to the Trustee 8 41
Payable to Securites and Exchange Commission of Pakistan 138 119
Accrued expenses and other liabilites (1,272) 2,559

(1,239) 2,999
Mark-up received on deposit with banks 45,827 33,382
Net cash generated from operatng actvites 31,848 24,547
Cash flows from financing actvites
Amount received on issue of units 999,808 1,272,760
Payments against redempton of units (912,669) (945,108)
Cash dividend paid - (26,866)
Net cash generated from financing actvites 87,141 300,786
Net increase in cash and cash equivalents 118,989 325,333
Cash and cash equivalents at beginning of the year 839,601 514,268
Cash and cash equivalents at end of the year 5 958,590 839,601
The annexed notes 1 to 29 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial O cer Chief Executve O cer Director
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HBL Islamic Money Market Fund

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

1. LEGAL STATUS AND NATURE OF BUSINESS

HBL Islamic Money Market Fund (the Fund) was established under a Trust Deed, dated November 23, 2010,
executed between HBL Asset Management Limited as the Management Company and Central Depository Company
of Pakistan Limited (CDC) as the Trustee. The Fund was authorised by the Securites and Exchange Commission of
Pakistan (SECP) as a unit trust scheme on December 10,2010.

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

The Fund is an open ended mutual fund and o ers units for public subscripton on a contnuous basis. The units are
transferable and can also be redeemed by surrendering to the Fund. The Fund is listed on the Pakistan Stock
Exchange. The units of the Fund were initally o ered for public subscripton at 'par from May 9, 2011 to May 10,
2011.

The principal actvity of the Fund is to seek high liquidity and comparatve Shariah Compliant return for investors by
investng in low risk securites of shorter duraton and maturity.

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

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

of the Fund.
2. BASIS OF PREPARATION
2.1 Statement of compliance

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

- Internatonal Financial Reportng Standards (IFRS Standards) issued by the Internatonal Accountng Standards
Board (IASB) as notfied under the Companies Act, 2017;

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

- Non-Banking Finance Companies (Establishment and Regulatons) Rules, 2003 (the NBFC Rules), Non-Banking
Finance Companies and Notfied Enttes Regulatons, 2008 (the NBFC Regulatons) and requirements of the
Trust Deed.
Where provisions of and directves issued under the Companies Act, 2017, part VIIIA of the repealed Companies
Ordinance, 1984, the NBFC Rules, the NBFC Regulatons and requirements of the Trust Deed di er from the IFRS
Standards, the provisions of and directves issued under the Companies Act, 2017, part VIIIA of the repealed
Companies Ordinance, 1984, the NBFC Rules, the NBFC Regulatons and requirements of the Trust Deed have been
followed.
2.2 Basis of measurement
These financial statements have been prepared under the historical cost conventon.
2.3 Functonal and presentaton currency
These financial statements are presented in Pak Rupees, which is the fund's functonal and presentaton currency.
2.4 Critcal accountng estmates and judgments
The preparaton of the financial statements in conformity with the approved accountng standards requires the
management to make estmates, judgements and assumptons thata ect the reported amount of assets, liabilites,

income and expenses. It also requires the management to exercise judgement in applicaton of its accountng
policies. The estmates, judgements and associated assumptons are based on the historical experience and various
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HBL Islamic Money Market Fund

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

3.1

3.2

other factors that are believed to be reasonable under the circumstances. Revisions to accountng estmates are
recognised in the year in which the estmates are revised if the revision a ects only that year, or in the year of
revision and future years if the revision a ects both current and future years.

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

New accountng standards / amendments and IFRS interpretatons that are e ectve for the year ended June 30,
2018

The following standards, amendments and interpretatons are e ectve for the year ended June 30, 2018. These
standards, interpretatons and the amendments are either not relevant to the Fund's operatons or are not
expected to have significant impact on the Fund's financial statements other than certain additonal disclosures.

E ectve from accountng
period beginning on or afer:

Amendments to IAS 7 'Statement of Cash Flows'

- Amendments as a result of the disclosure initatve
Amendments to IAS 12 ‘'Income Taxes'

- Recogniton of deferred tax assets for unrealised losses

January 01, 2017

January 01, 2017

Certain annual improvements have also been made to a number of IFRSs which are also not relevant to the Fund.
New accountng standards / amendments and IFRS interpretatons that are not yet e ectve

The following standards, amendments and interpretatons are only e ectve for accountng periods, beginning on
or afer the date mentoned against each of them. These standards, interpretatons and the amendments (except
IFRS 9 'Financial Instruments') are either not relevant to the Company's operatons or are not expected to have
significant impact on the Company's financial statements other than certain additonal disclosures.

E ectve from accountng
period beginning on or afer:

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

July 01, 2018

IFRS 16 ‘Leases' - This standard will supersede
IAS 17 'Leases' uponits e ectve date.

January 01, 2019

Amendments to IFRS 2 'Share-based Payment'
- Clarificaton on the classificaton and measurement
of share-based payment transactons

January 01, 2018

IFRS 9 'Financial Instruments' July 01, 2018

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

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

E ectve from accountng
period beginning on or afer:

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

E ectve from accountng period beginning on or
afer a date to be determined. Earlier applicaton
is permited.
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HBL Islamic Money Market Fund

Notes to the financial statements

For the year ended June 30, 2018

E ectve from accountng
period beginning on or afer:

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

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

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

IFRIC 22 'Foreign Currency Transactons and Advance Consideraton': January 01, 2018
Provides guidance on transactons where consideraton against

non-monetary prepaid asset / deferred income is denominated

in foreign currency.

IFRIC 23 'Uncertainty over Income Tax Treatments': January 01, 2019
Clarifies the accountng treatment in relaton to determinaton

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

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

treatments under IAS 12 'Income Taxes'.

Certain annual improvements have also been made to a number of IFRSs.

3.2.2 IFRS 9 'Financial Instruments' Impact Assessment

3.2.2.1 IFRS 9 'Financial Instruments' was issued on July 24, 2017. This standard is adopted locally by the Securites and
Exchange Commission of Pakistan and is e ectve from accountng periods beginning on or afer July 1, 2018. The
final version of IFRS 9 brings together the classificaton and measurement, impairment and hedge accountng
phases of the IASB's project to replace IAS 39 'Financial Instruments: Recogniton and Measurement'.

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

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

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

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

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

- Inadditon, under IFRS 9, enttes may make an irrevocable electon to present subsequent changes in the fair
value of an equity investment (that is not held for trading nor contngent consideraton recognized by an
acquirer in a business combinaton) in other comprehensive income, with only dividend income generally
recognized in profit or loss.

Classificaton and measurement of financial liabilites

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

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

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

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

Impairment of financial assets

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

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

3.2.2.2  Impact assessment

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

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

3.2.3 Other than the aforesaid standards, interpretatons and amendments, the Internatonal Accountng Standards
Board (IASB) has also issued the following standards which have not been adopted locally by the Securites and
Exchange Commission of Pakistan:

- IFRS 1 - First Time Adopton of Internatonal Financial Reportng Standards
- IFRS 14 — Regulatory Deferral Accounts
- IFRS 17 —Insurance Contracts

3.3 Change in policy in relaton to preparaton of income statement and statement of comprehensive income

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

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

4 SIGNIFICANT ACCOUNTING POLICIES

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

maturites of three months or less. Cash and cash equivalents are carried in the statement of assets and liabilites
at cost.
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HBL Islamic Money Market Fund

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

4.2 Financial assets
4.2.1 Classificaton
The management determines the appropriate classificaton of its financial assets in accordance with the
requirements of Internatonal Accountng Standard 39 (IAS 39), "Financial Instruments: Recogniton and
Measurement" at the tme of purchase of financial assets and re-evaluates this classificaton on a regular basis. The
classificaton depends upon the purpose for which the financial assets are acquired. The financial assets of the Fund
are currently categorised as follows:
a) Investments at fair value through profit or loss - held-for-trading
An investment that is acquired principally for the purpose of generatng profit from short-term fluctuatons in
prices is classified as financial assets at fair value through profit or loss - held-for-trading. Currently, there are no
investments of the Fund classified as at fair value through profit or loss - held for trading.
b) Loans and receivables

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

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

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

4.2.3 Inital recogniton and measurement
All financial assets are initally recognised at cost, being the fair value of the consideraton given including the
transacton cost associated with the acquisiton, except in case of "financial assets at fair value through profit or loss
- held for trading", in which case the transacton costs are charged o to the income statement and statement of
comprehensive income.

4.2.4 Subsequent measurement
a) Financial assets "at fair value through profit or loss - held for trading' and "available for sale'

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

Basis of valuaton of government securites

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

Net gains and losses arising on changes in the fair value of financial assets carried ‘at fair value through profit or
loss' are taken to the Income Statement.

Net gains and losses arising from changes in fair value of ‘available for sale' financial assets are recognised as
‘other comprehensive income' in the Income Statement untl these are derecognized or impaired. At this tme,
the cumulatve gain or loss previously recognised as ‘other comprehensive income' is transferred to income
before taxaton as capital gain / (l0ss).
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HBL Islamic Money Market Fund

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

b) Loans and receivables

Subsequent to inital recogniton financial assets classified as 'loans and receivables' are carried at amortsed
cost using the e ectve interest method.

Gains or losses are also recognised in the income statement and other comprehensive income when financial
assets carried at amortsed cost are derecognized or impaired.

425 Impairment
The Management Company assesses at each reportng date whether there is objectve evidence that the Fund’s
financial assets or a group of financial assets are impaired. If any such indicaton exists, the recoverable amount of
such assets is estmated. An impairment loss is recognised whenever the carrying value of an asset exceeds its
recoverable amount.
For financial assets classified as 'loans and receivables', a provision for impairment is established when there is
objectve evidence that the Fund will not be able to collect all amounts due according to the original terms. The
provision against these amounts is made as per the provisioning policy duly formulated and approved by the Board
of Directors of the Management Company in accordance with the requirements of the SECP.

4.2.6 Derecogniton

Financial assets are derecognised when the rights to receive cash flows from the financial assets have expired or
have been transferred and the Fund has transferred substantally all risks and rewards of ownership.

4.3 Financial liabilites

All financial liabilites are recognised at the tme when the Fund becomes a party to the contractual provisions of
the instrument. They are initally recognised at fair value and subsequently stated at amortsed cost.

A financial liability is derecognised when the obligaton under the liability is discharged or cancelled or expired.
4.4 O settng of financial assets and liabilites
Financial assets and financial liabilites are o set and the net amount is reported in the statement of assets and
liabilites when there is a legally enforceable right to set o the recognised amounts and there is an intenton to
setle on a net basis, or to realise the assets and setle the liabilites simultaneously.
4.5 Provisions
Provisions are recognised when the Fund has a present, legal or constructve obligaton as a result of past events, it
is probable that an outlow of resources embodying economic benefits will be required to setle the obligaton and
a reliable estmate of the amount of obligaton can be made. Provisions are regularly reviewed and adjusted to
reflect the current best estmate.
4.6 Taxaton
The income of the Fund is exempt from income tax under clause 99 of Part | of the Second Schedule to the Income
Tax Ordinance, 2001 subject to the conditon that not less than ninety percent of its accountng income for the year,
as reduced by capital gains, whether realised or unrealised, is distributed in cash to the unit holders.

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

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

4.7 Proposed distributons

Distributons declared subsequent to the reportng date are considered as non-adjustng events and are recognised
in the financial statements in the period in which such distributons are declared.
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HBL Islamic Money Market Fund

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

4.8 Issue and redempton of units

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

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

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

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

- element of income has been determined as the di erence between net assets value on the issuance or
redempton date, as the case maybe, of units and the net asset value at the beginning of the accountng period;

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

- presented allocaton of net income available for distributon relatng to capital gains and excluding capital gains
in statement of movement In unitholders’ fund.

Amendement in the NBFC Regulatons in the current year

The Securites and Exchange Commission of Pakistan through its SRO 756(1)/2017 dated August 3, 2017 has made
certain amendments in the NBFC Regulatons. The notficaton includes a definiton and explanaton relatng to
"element of income" and excludes the element of income from the expression "accountng income" as described
in Regulaton 63 (amount distributable to unit holders) of the NBFC Regulatons. As per the notficaton, element of
income represents the di erence between net assets value per unit on the issuance or redempton date, as the
case may be, of units and the net assets value per unit at the beginning of the relevant accountng period. Further,
the revised regulatons also specify that element of income is a transacton of capital nature and the receipt and
payment of element of income shall be taken to unit holders' fund. However, to maintain the same ex-dividend net
asset value of all units outstanding on the accountng date, net element of income contributed on issue of units
lying in unit holders fund will be refunded on units in the same proporton as dividend bears to accountng income
available for distributon. Furthermore, the revised regulatons also require certain additonal disclosures with
respect to 'Income Statement' and 'Statement of Movement in Unit Holders' Fund', whereas disclosure with
respect to 'Distributon Statement' has been deleted in the revised regulatons.

Previously, an equalisaton account called the 'element of income / (loss) and capital gains / (losses) included in
prices of units issued less those in units redeemed’ was created, in order to prevent the diluton of per unit income
and distributon of income already paid out on redempton. The net element of income / (loss) and capital gains /
(losses) relatng to units issued and redeemed during the accountng period which pertained to unrealised
appreciaton / (diminuton) held in the Unit Holder's Fund was recorded in a separate account and any amount
remaining in this reserve account at the end of the accountng period (whether gain or loss) was included in the
amount available for distributon to the unitholders. The remaining porton of the net element of income / (l0ss)
and capital gains / (losses) relatng to units issued and redeemed during an accountng period was recognised in the
Income Statement.

As required by IAS 8: 'Accountng Policies, Changes in Accountng Estmates and Errors', a change in accountng
policy requires retrospectve applicaton as if that policy had always been applied. However, the Management
Company has applied the above changes in accountng policy, including the additonal disclosures requirements in
the 'Income Statement' and 'Statement of Movement in Unit Holders' Fund', prospectvely from July 1, 2017 as
required by SECP vide its email dated February 8, 2017. Accordingly, corresponding figures have not been restated.
The ‘Distributon Statement’ for the comparatve period has not been presented as it has been deleted as a result
of the amendments made in the NBFC Regulatons as menton in the aforementoned SRO issued by the SECP.
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Had the element of income been recognised as per the previous accountng policy, the income of the Fund would
have been higher by Rs 4.937 million. However, the change in accountng policy does not have any impact on the
‘Cash flow Statement’, the 'net assets atributable to the unit holders' and 'net asset value per unit' as shown in the
‘Statement of Assets and Liabilites' and 'Statement of Movement in Unit Holders' Fund'. The change has resulted
in inclusion of certain additonal disclosures / new presentaton requirements in the ‘Income Statement' and
‘Statement of Movement in Unit Holders' Fund which have been incorporated in these statements.

4.10 Net assets value per unit

The net asset value (NAV) per unit as disclosed in the statement of assets and liabilites is calculated by dividing the
net asset of the Fund by the number of units in issue at the year end.

4.11 Revenue recogniton

Mark-up / return on bank deposits and term deposit receipts are recognized on a tme apportonment basis using
the e ectve interest method.

4.12 Expenses

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

2018 2017
Note ~  ------- (Rupees in '000)----------
5. BANK BALANCES
Balances with banks in:
Savings accounts 51 873,590 839,601
Term deposit receipt 5.2 85,000 -
958,590 839,601
5.1 This represent bank accounts held with di erent banks. Mark-up rates on these accounts ranges between 4.5% -
7.1% (June 30,2017: 4 % - 5.5%) per annum.
5.2 This term deposit receipt carry mark-up at the rate of 6.75% (June 30, 2017: Nil). This will mature at July 30, 2018.
2018 2017
Note ~  ---momee- (Rupees in '000)----------
6. ACCRUED MARK-UP ON BANKS
Mark-up accrued on deposit with banks 4,816 3,265
Mark-up accrued on Term deposit receipts 47 -
4,863 3,265
7. PREPAYMENT
Prepaid annual ratng fee 60 59
8. PAYABLE TO THE MANAGEMENT COMPANY
Management fee 8.1 537 643
Sindh Sales Tax 8.2 70 84
Allocaton of expenses related to registrar services,
accountng, operaton and valuaton services 8.3 71 64
678 791
8.1 Under the provisions of the Non-Banking Finance Companies and Notfied Enttes Regulatons 2008, the

Management Company of the Fund is enttled to a remuneraton during the first five years of the Fund, of an
amount not exceeding 3% of the average annual net assets of the Fund and thereafer of an amount equal to two
percent of such assets of the Fund. The Management Company has charged its remuneraton at the rate of 1% per
annum tll January 14, 2018 and subsequently at the rate of 10% of gross earnings with floor of 0.75% and cap of
1% of the average daily net assets of the scheme as per supplement to the o ering document dated January 15,
2018 . (2017: 1% per annum).
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8.2

8.3

9.1

9.2

10.

10.1

11.

The Sindh Government has levied Sindh Sales Tax at the rate of 13% (2017: 13%) on the remuneraton of the
Management Company through Finance Act, 2015 e ectve from July 1, 2016.

As per Regulaton 60(3)(s) of the amended NBFC Regulatons dated November 25, 2015, fee and expenses
pertaining to registrar services, accountng, operaton and valuaton services related to a Collectve Investment
Scheme (CIS) are chargeable to the CIS, maximum upto 0.1 percent of the average annual net assets or the actual
cost whichever is lower. Accordingly, the Management Company has charged aforementoned expenses to they
extent of 0.1 % of average annual net assets, being lower amount, to the fund during the year.

2018 2017
Note ~  -----mmem- (Rupees in '000)----------
PAYABLE TO THE TRUSTEE
Trustee fee 9.1 106 99
Sindh Sales Tax 14 13
120 112

The Trustee is enttled to a monthly remuneraton for services rendered to the Fund under the provisions of the
Trust Deed as per the tari  specified therein, based on the daily net assets of the Fund. The fee is paid to the Trustee
monthly in arrears.

The tari structure applicable to the Fund is as follows:

Amount of Funds Under Management Tari per annum

[Average Net Assets Value (NAV)]

Upto Rs 1,000 million 0.15% per annum of NAV

Exceeding Rs 1,000 million and upto Rs 1.5 million plus 0.075% per annum of NAV
Rs 10,000 million exceeding Rs 1,000 million

Over Rs 10,000 million Rs 8.25 million plus 0.06% per annum of NAYV,

exceeding Rs 10,000 million

The Sindh Government has levied Sindh Sales Tax on services at the rate of 13% (2017: 13%) on the remuneraton
of Trustee through Sindh Sales Tax on Services Act, 2011.

2018 2017
Note ~  ------mm-- (Rupees in '000)----------
PAYABLE TO SECURITIES AND EXCHANGE
COMMISSION OF PAKISTAN
Annual fee 10.1 609 471

Under the provisions of the Non-Banking Finance Companies and Notfied Enttes Regulatons, 2008 a collectve
investment scheme categorized as a money market scheme is required to pay as annual fee to the Securites and
Exchange Commission of Pakistan, an amount equal to 0.075 percent of the average annual net assets of the
scheme. The fee is payable annually in arrears.

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

ACCRUED EXPENSES AND OTHER LIABILITIES
Auditors' remuneraton 304 300
Federal Excise Duty 111 2,185 2,185
Withholding tax payable - 1,898
Provision for Sindh Workers' Welfare Fund 11.2 2,203 1,496
Other payables 305 390

4,997 6,269
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11.1 As per the requirement of the Finance Act, 2013, Federal Excise Duty (FED) at the rate of 16 percent on the
remuneraton of the Management Company has been applied e ectve from June 13, 2013. The Management
Company is of the view that since the remuneraton is already subject to the provincial sales tax, further levy of FED
results in double taxaton, which does not appear to be the spirit of the law, hence, a petton was collectvely filed
by the Mutual Fund Associaton of Pakistan along-with Central Depository Company of Pakistan Limited with the
Sindh High Court (SHC) on September 04, 2013.

While disposing the above petton through order dated July 30, 2016, the SHC declared the said provisions to be
ultra vires and as a result no FED is payable with e ect from July 01, 2011. However, the tax authorites
subsequently filed appeal against the decision of the SHC in the Supreme Court of Pakistan, which is pending for the
decision.

The Finance act 2016 excluded the mutual funds from the levy of FED with e ect from July 01, 2016. therefore, no
provision was charged during the year ending June 30,2018.

Since the appeal is pending in Supreme Court of Pakistan, the Management Company has made a provision on FED
on remuneraton of the Management Company, aggregatng to Rs. 2.185 million. Had the provision not being
made, the Net Asset Value per unit as at June 30, 2018 would have been higher by Rs. 0.2397 (2017: Rs. 0.2632) per
unit.

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

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

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

Further, the Secretary (Income Tax Policy) Federal Board of Revenue (FBR) issued a leter dated October 6, 2010 to
the Members (Domestc Operaton) North and South FBR. In the leter, reference was made to the clarificaton
issued by the Ministry statng that mutual funds are a product and their income are exempted under the law ibid.
The Secretary (Income Tax Policy) Federal Board of Revenue directed that the Ministry’s leter may be circulated
amongst field formatons for necessary acton. Following the issuance of FBR Leter, show cause notce which were
issued by taxaton o ce to certain mutual funds for payment of levy under WWF were withdrawn. However, the
Secretary (Income Tax Policy) Federal Board of Revenue vide leter January 4, 2011 cancelled ab-inito clarificatory
leter dated October 6, 2010 on applicability of WWF on mutual funds and issued show cause notces to certain
mutual funds for collectng WWF. In respect of such show cause notces, certain mutual funds have been granted
stay by High Court of Sindh on the basis of the pending consttutonal petton in the said court as referred above.

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

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

However, the Supreme Court of Pakistan (SCP) passed a judgment on November 10, 2016, deciding that
amendments made through the Finance Acts through which WWF was levied are unlawful, as such are not in
nature of tax; therefore, it could not be introduced through the money bill. However, the Federal Board of Revenue
has filed a review petton in the SCP against the said judgment, which is pending for hearing in the SCP.
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Further, the Government of Sindh also introduced levy of the Sindh Workers’ Welfare Fund (SWWF) through the
Sindh Workers” Welfare Act, 2014. The Mutual Fund Associaton of Pakistan, in the previous years based on opinion
obtained from the tax consultants, concluded that SWWF is not applicable on mutual funds. MUFAP also wrote to
the Sindh Revenue Board (SRB) that mutual funds are not establishments and are pass through vehicles; therefore,
they do not have any worker and, as a result, no SWWF is payable by them. SRB responded that since mutual funds
are included in definiton of financial insttutons in the Financial Insttutons (Recovery of Finance) Ordinance,
2001, SWWEF is payable by them. MUFAP has taken up the mater with the concerned ministry [Sindh Finance
Ministry] for appropriate resoluton of the mater.

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

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

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

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

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

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

As a result of the above recommendatons of the MUFAP, the Fund on January 12, 2017, reversed the provision of
WWF amountng to Rs.2.80 million and has recognised provision for SWWF.

As at June 30, 2018, the provision in relaton to SWWF amounted to Rs 2.203 million (2017: Rs 1.496 million).Had
the provision not being made, the Net Asset Value per unit as at June 30, 2018 would have been higher by Rs. 0.24
(2017: Rs. 0.18) per unit.

12. CONTINGENCIES AND COMMITMENTS

There are no contngencies and commitments at June 30, 2017 and June 30, 2018.

2018 2017
---------- (Number of Units)----------
13. NUMBER OF UNITS IN ISSUE
Opening units in issue 8,300,721 5,036,525
Units issued during the year 9,684,383 12,468,871
Less: Units redeemed (8,867,483) (9,204,675)
Total units in issue at the end of the year 9,117,621 8,300,721
2018 2017
---------- (Rupees in '000)----------
14, AUDITORS' REMUNERATION
Annual audit fee 253 250
Fee for half yearly review 40 40
Sindh Sales Tax 23 23
Review of compliance with the requirements of the
Code of Corporate Governance - 5
Shariah Compliance Audit fee 5 3
Out of pocket 31 51
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15. 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 conditon that not less than 90% of the accountng income for the year as reduced
by capital gains whether realised or unrealised is distributed to the unit holders in cash. The Fund is also exempt
from the provisions of secton 113 (minimum tax) under clause 11A of Part IV of the Second Schedule to the Income
Tax Ordinance, 2001. Subsequent to year end on July 4, 2018, Management Company has distributed cash dividend
of atleast 90 percent of the aforementoned accountng income to the unit holders. Accordingly, no provision for
taxaton has been recognised in these financial statements.

16. TOTAL EXPENSE RATIO

In accordance with the directve 23 of 2016 dated July 20, 2016 issued by the Securites and Exchange Commission
of Pakistan, the total expense rato of the Fund for the year ended June 30, 2018 is 1.57%, which includes 0.3%
representng government levy, Worker's Welfare Fund and SECP fee.

17. NON ADJUSTING EVENT AFTER REPORTING DATE

The Board of Directors of the Management Company in its meetng held on July 4, 2018 has proposed a variable
final cash distributon of upto Rs. 5.15 per unit amountng to PKR 23.697 million as cash dividend and Rs. 14.141
million as refund of capital. The financial statements of the Fund for the year ended June 30, 2018 do not include
the e ect of the final distributon which will be accounted for in the financial statements of the Fund for the year
ending June 30, 2019.

18. EARNINGS PER UNIT

Earnings per unit (EPU) has not been disclosed as in the opinion of Management company determinaton of
cumulatve weighted average number of outstanding units is not practcable.

19. TRANSACTIONS WITH CONNECTED PERSONS / RELATED PARTIES

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

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

Remuneraton payable to Management Company and Trustee is determined in accordance with the provisions of
the NBFC Regulatons and the Trust Deed respectvely.

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

2018 2017

19.1 Transactons during theyear (Number of Units)----------
HBL Asset Management Limited - Management Company
Management Fee including sales tax 8,109 7,048
Allocaton of expenses related to registrar services

accountng, operaton and valuaton services 812 624

Issuance of 27,577 units (2017: nil) 2,814 -
Habib Bank Limited - Sponsor
Issuance of nil units (2017: 153,943 units) - 15,473
Redempton of 954,053units (2017: nil units) 100,000 -
Bank charges paid 55 40
Profit on bank deposits earned 643 644
Profit on bank deposits received 687 619
Dividend received from fund - 15,473
MCBFSL TRUSTEE HBL Islamic Financial Fund-Strategic
Allocaton Plan - Associate
Issuance of 974,853 units (2017: nil units) 100,000 79,000
Redempton of 1,759,924 units (2017: nil units) 179,425 -
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Executve and Key management personnel
Issuance of 435,785 units (2017: 102,555 units) 44,824 10,331
Redempton of 428,431 units (2017: 97,305 units) 44,099 9,805

Central Depository Company of Pakistan Limited - Trustee
Trustee remuneraton 1,377 1,058

Atlas Batery Limited - Connected person due to holding 10% or more

Issuance of 447,025units (2017: 866,232 units) 46,010 88,956

Redempton of 223,513 units (2017: Nil units) 23,010 -

Al Mizan Foundaton - Connected person due to holding 10% or more

Issuance of 1,906,454 units (2017: nil units) 200,000 -
19.2 Balances outstanding as at year end

HBL Asset Management Limited - Management Company

Management fee 537 643

Sindh Sales Tax 70 84

Allocaton of expenses related to registrar services,

accountng, operaton and valuaton services 71 64

Investment held in the Fund: 27,577 units (2017: nil) 2,895 -

Habib Bank Limited - Sponsor

Investment held in the Fund: 2,884,054 units (2017: 3,838,107 units) 302,749 387,521

Bank balances 1,496 13,370

MCBFSL TRUSTEE HBL Islamic Financial Fund-Strategic
Allocaton Plan - Associate
Investment held in the Fund: Nil units (2017:785,072 units) - 79,000

Central Depository Company of Pakistan Limited - Trustee

Remuneraton payable including sales tax thereon 120 112

Executve and Key management personnel

Investment held in the Fund: 8,101 units (2017: 5,250 units) 850 530

Atlas Batery Limited - Connected person due to holding 10% or more

Investment held in the Fund: 1,116,891 units (2017: 893,378 units) 117,244 87,460

Al Meezan Foundaton - Connected person due to holding 10% or more

Investment held in the Fund: 1,906,454 units (2017:nil units) 200,000 -
20. FINANCIAL RISK MANAGEMENT

20.1 Market risk

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

The Management Company manages market risk by monitoring exposure in marketable securites by following the
internal risk management policies and investment guidelines approved by the Investment Commitee of the Fund
and the regulatons laid down by the Securites and Exchange Commission of Pakistan.

Market risk comprises of three types of risk; currency risk, interest rate risk and other price risk.
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20.1.1  Currency risk
Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in foreign exchange rates. The Fund, at present is not exposed to currency risk as its operatons are
geographically restricted to Pakistan and all transactons are carried out in Pak Rupees.

20.1.2  Interest rate risk

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

a) Cash flow interest rate risk
Presently, the Fund holds balances in savings bank accounts as at June 30, 2018, that could expose the Fund to
cash flow interest rate risk. The net income for the year would have increased / (decreased) by Rs. 9.587 million
(2017: Rs.8.396 million) had the interest rates on savings accounts with the banks increased / (decreased) by
100 basis points.

b) Fair value interest rate risk

Presently, the Fund only holds fixed rate instrument having short term maturity at June 30, 2018, that could not
expose the Fund to fair value interest rate risk.

20.1.3  Pricerisk
Price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market prices (other than those arising from interest rate risk or currency risk), whether those changes
are caused by factors specific to the individual financial instruments or its issuer, or factors a ectng all similar
financial instruments traded in the market.
The fund, currently, does not have any financial instruments which are subject to other price risk.

20.2 Credit risk
Credit risk represents the risk of a loss if the counterpartes fail to perform as contracted.
The Fund's credit risk is primarily atributable to balances with banks. The credit risk of the Fund with respect to
bank accounts is limited as the balances are maintained with counter partes that are financial insttutons with
reasonably high credit ratngs.
The Fund's policy is to enter into financial contracts in accordance with the investment guidelines approved by the
Investment Commitee, its Trust Deed and the requirements of the NBFC rules and the regulatons and the
guidelines given by the SECP from tme to tme.

The maximum exposure to credit risk before any credit enhancement as at June 30, 2018 is the carrying amount of
the financial assets as follows:

Bank balances by ratng category

Al+ (PACRA) 957,699 660,511
A-1+ (JCR-VIS) 891 179,090

958,590 839,601
Accrued mark-up 4,863 3,265
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Concentraton of credit risk

Concentraton of credit risk exists when changes in economic or industry factors similarly a ect groups of
counterpartes whose aggregate credit exposure is significant in relaton to the Fund's total credit exposure. The
Fund's portolio of financial instruments is mainly concentrated in equity securites which are primarily subject to
price risk. The Fund's portolio of other financial assets is broadly diversified and transactons are entered into with
diverse credit worthy counterpartes thereby mitgatng any significant concentraton of credit risk.

20.3 Liquidity risk

Liquidity risk is the risk that the Fund may not be able to generate su cient cash resources to setle it's obligatons
in full as they fall due or can only do so on terms that are materially disadvantageous.

The Fund is exposed to daily cash redemptons, if any, at the opton of unit holders. The Fund's approach to
managing liquidity is to ensure, as far as possible, that the Fund will always have su cient liquidity to meet its
liabilites when due under both normal and stressed conditons, without incurring unacceptable losses or risking
damage to the Fund's reputaton. Its policy is therefore to keep su cient balances with banks in order to maintain
liquidity and manage associate risk.

The Fund has the ability to borrow in the short term to ensure setlement. The maximum amount available to the
Fund from the borrowing would be limited to fifeen percent of the total net asset value of the Fund at the tme of
borrowing and shall be repayable within 90 days. The facility would bear interest at commercial rates and would be
secured against the assets of the Fund. However, during the current year no borrowings were made by the Fund.

In order to manage the Fund's overall liquidity, the Fund also has the ability to withhold daily redempton requests
in excess of ten percent of the units in issue and such requests would be treated as redempton requests qualifying
for being processed on the next business day. Such procedure would contnue untl the outstanding redempton
requests come down to a level below ten percent of the units then in issue. However, no such instances were
witnessed by the Fund during the current year.

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

------------------------ T O e ——
More than three

Upto th More th
months . monthsand - Tongyear Total
Liabilites Rupees in '000
Payable to the Management Company 678 - - 678
Payable to the Trustee 120 - - 120
Accrued expenses and other liabilites 608 - - 608
Unit holders’ Fund 957,109 - - 957,109
958,515 - - 958,515
———————————————————————— o R N e ——
More than three
Upto th More th
owe® mombeand”  MOSLE o
Liabilites Rupees in '000
Payable to the Management Company 791 - - 791
Payable to the Trustee 112 - - 112
Accrued expenses and other liabilites 690 - - 690
Unit holders' Fund 835,282 - - 835,282
836,875 - - 836,875
21. FAIR VALUE AND CATAGORIES OF FINANCIAL INSTRUMENTS

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transacton
between market partcipants at the measurement date. Consequently, di erences can arise between carrying
values and the fair value estmates.

Underlying the definiton of fair value is the presumpton that the Fund is a going concern without any intenton or
requirement to curtail materially the scale of its operatons or to undertake a transacton on adverse terms.
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The fair value of financial assets and liabilites traded in actve markets are based on the quoted market prices at
the close ofrading on the period end date. The quoted market price used for financial assets held by the Fund is
current bid price.

A financial instrument is regarded as quoted in an actve market if quoted prices are readily and regularly available
from an exchange, dealer, broker, industry group, pricing service, or regulatory agency, and those prices represent
actual and regularly occurring market transactons on an arm’s length basis.

The Fund classifies fair value measurements using a fair value hierarchy that reflects the significance of the inputs
used in making the measurements. The fair value hierarchy has the following levels:

- Fair value measurements using quoted prices (unadjusted) in actve markets for identcal assets or liabilites
(level 1);

- Fair value measurements using inputs other than quoted prices included within level 1 that are observable for
the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices) (level 2); and

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

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

June 30, 2018
Carrying amount Fair Value
Other
financial
Available Loansand assets/
-for-sale receivables liabilites  Total level1  Level2  Level3 Total

On-balance sheet financial instruments (Rupeesin '000)

Financial assets not measured at fair value 21.1

Bank balances - 958,590 - 958,590 - - - -

Accrued mark-up on banks - 4,863 - 4,863 - - - -

Prepayment - 60 - 60 - - - -
963,513 - 963,513 - - - -

Financial liabilites not measured at fair value

Payable to Management Company - - 678 678 - - - -
Payable to Trustee - - 120 120 - - - -
Accrued expenses and other liabilites - - 608 608 - - - -

- 1,406 1,406 - - - B

June 30, 2017

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

(Rupeesin '000)

On-balance sheet financial instruments
Financial assets not measured at fair value

Bank balances - 839,601 - 839,601 - - - -
Accrued mark-up - 3,265 - 3,265 - - - -
Prepayment - 59 - 59 - - - -

842,925 - 842,925 - - - -

Financial liabilites not measured at fair value

Payable to Management Company - - 791 791 - - - -
Payable to Trustee - - 112 112 - - - -
Accrued expenses and other liabilites - - 690 690 - - - -

- 1593 1,593 - - - -
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21.1 The Fund has not disclosed the fair values for these financial assets and financial liabilites, as these are either short
term in nature or repriced periodically. Therefore, their carrying amounts are reasonable approximaton of fair
value.

21.2 Transfers during the year

There were no transfers between various levels of fair value hierarchy during the year.

22. FINANCIAL INSTRUMENTS BY CATEGORY
-------------- As on June 30, 2018 --------------
Loans and Other
receivables Financial assets Total
-------------- Rupees in 000 --------------
Assets
Bank balances 958,590 - 958,590
Accrued mark-up on banks 4,863 - 4,863
Prepayment 60 - 60
963,513 - 963,513
-------------- As onJune 30, 2018 --------------
At fair value Other
through profit ~ financial Total
or loss liabilites
-------------- Rupees in '000 --------------
Liabilites
Payable to the Management Company - 678 678
Payable to the Trustee - 120 120
Accrued expenses and other liabilites - 608 608
Unit holders' fund - 957,109 957,109
- 958,516 958,516
-------------- As onJune 30, 2017 --------------
Loans and Other
receivables Financial assets Total
-------------- Rupees in '000 --------------
Assets
Bank balances 839,601 - 839,601
Accrued mark-up on banks 3,265 - 3,265
Prepayment 59 - 59
842,924 - 842,924
-------------- As onJune 30, 2017 --------------
At fair value Other
through profit  financial Total
Liabilit or loss liabilites
apiites o T Rupees in '000 --------------
Payable to the Management Company - 791 791
Payable to the Trustee - 112 112
Accrued expenses and other liabilites - 690 690
Unit holders' fund - 835,282 835,282
- 836,875 836,875
23. UNIT HOLDERS' FUND RISK MANAGEMENT

The unit holders' fund is represented by the net assets atributable to unit holders / redeemable units. The amount
of net assets atributable to unit holders can change significantly on a daily basis as the Fund is subject to daily
issuance and redemptons at the discreton of unit holders. These unit holders of the Fund are enttled to
distributons and to payment of a proportonate share based on the Fund's net asset value per unit on the
redempton date. The relevant movements are shown on the statement of movement in unit holders' fund.
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HBL Islamic Money Market Fund

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

- Monitor the level of daily issuance and redemptons relatve to the liquid assets and adjust the amount of
distributons the Fund pays to the unit holders;

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

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

The Fund has maintained and complied with the requirements of minimum fund size during the current year.

24, PARTICULARS OF THE INVESTMENT COMMITTEE AND THE FUND MANAGER

Details of members of the Investment Commitee of the Fund as on June 30, 2018 are as follows:

S.no. Name Designhaton Qualificaton Experience in years
1 Farid Ahmed Khan Chief Executve O cer MBA , CFA 25+ years
2 Muhammad Imran Chief Investment O cer MBA - Finance 18+ years
3 Faizan Saleem Head of Fixed Income MBA - Finance 10+ years
4 Noman Ameer Manager Risk MBA - Finance 11+ years
5 Sateesh Balani Head of Research MBA, CFA 7+ years
25. PATTERN OF UNIT HOLDING
2018
Number of Units Investment Percentage
unit holders held amount investment
-------------- Rupees in '000 --------------
Individuals 1,188 2,300,459 241,488 25.23%
Associated company 1 2,911,631 305,644 31.93%
Trust 2 2,159,695 226,711 23.69%
Retrement funds 5 84,728 8,894 0.93%
Others 7 1,661,108 174,372 18.22%
1,203 9,117,621 957,109 100.00%
2017
Number of Units Investment Percentage
unit holders held amount investment
-------------- Rupees in ‘000 --------------
Individuals 943 2,210,667 222,454 26.63%
Associated company 1 3,838,107 386,220 46.24%
Insurance companies 3 101,880 10,252 1.23%
Trust 2 1,038,313 104,483 12.51%
Retrement funds 4 120,267 12,102 1.45%
Others 2 991,487 99,771 11.94%
5 8,300,721 835,282 100.00%
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NAME OF FUND HBL ISLAMIC ASSET ALLOCATION FUND

NAME OF TRUSTEE Central Depository Company of Pakistan Limited
NAME OF AUDITORS Deloite Yousuf Adil Chartered Accountants
NAME OF SHARIAH ADVISORS Al - Hilal Shariah Advisors (Pvt.) Limited

NAME OF BANKERS Habib Bank Limited

Bank Al Habib Limited

Dubai Islamic Bank Limited
Askari Bank Limited

Soneri Bank Limited

Allied Bank Limited

Bank Islami Pakistan Limited
Summit Bank Limited
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FUND MANAGER'’S REPORT —

HBL ISLAMIC ASSET ALLOCATION FUND

As at June 30, 2018

Type and Category of Fund

Open end Shariah Complaint Asset Allocaton Fund

Investment Objectve and Accomplishment of Objectve

The objectve of the Fund is to provide superior returns through investments in Shariah Complaint equity securites and
Shariah Compliant income /money market instruments.

Benchmark and Performance Comparison with Benchmark

The Fund’s benchmark is Weighted average daily return of KMI30 and 6M deposit rate of A rated (and above) Islamic Banks
or Islamic Banking windows of scheduled commercial banks, based on the actual proporton held by the scheme.

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

Month Benchmark Return of Fund |AAF vs Benchmeark

Jun -18 -0.52% -0.03% S00% ——Tolal  —nchmark

May - 18 -1.18% -0.90% —

Apr -18 0.14% 0.29% Gk

Mar - 18 1.50% 1.30% =

Feb - 18 -0.38% -0.67%

Jan -18 2.35% 2.80% R

Dec -17 0.40% 0.00% “100%

Nov -17 0.44% 0.46% -200%

Oct -17 -1.17% -1.22% 300%

Sep -17 0.74% 0.57% 400%

Aug -17 -2.93% -3.24% i =T 3 % % 3 “—; I 7 i T
Jul -17 0.44% 0.00% I3 8 5 & 8 § 3 % § 3

Strategies and Policies employed during the Year

During the year under review the Fund has increased its exposure in equity securites to 27% as on June 30, 2018 from 26%
as at June 30, 2017. The Fund gradually increased its exposure in debt securites from 2% to eventually 29% in same period.
However, the Fund reduced Cash with banks.

Furthermore, sector wise allocaton was contnuously reviewed and revisited throughout the year to ensure optmum return

to the investors. Accordingly, exposure in Cement, Engineering and Oil & Gas Marketng was reduced; however exposure in Qil
& Gas Exploraton, Fertlizer and Power Generaton & Distributon was increased.

Asset Allocaton

Asset Allecation June 2018

Asset Allocation June 2017
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Fund Performance

The total income and net income of the Fund was Rs. 79.51 million and Rs. 7.76 million respectvely during the year ended
June 30, 2018. The Net Asset Value (NAV) of the Fund decreased from Rs. 105.5962 per unit as on June 30, 2017 to Rs.
104.7748 per unit as on June 30, 2018 thereby giving a negatve return of 0.78% during the year against the benchmark return
(Weighted average daily return of KMI 30 Index & 6 months deposit rate of A rated or above banks) of negatve 0.28%.

Significant Changes in Asset Allocaton during the Year

Following table shows comparison of sector wise allocaton of equity investments of Fund as on June 30, 2017 and June 30,
2018:

Sector Name As on Jun 2018 | As on Jun 2017
Cash 43.04% 73.38%
Sukuks 28.69% 2.29%
Others Including Receivables 0.96% -1.27%
Oil & Gas Exploraton Companies 7.92% 4.00%
Fertlizer 3.86% 2.54%
Power Generaton & Distributon 2.43% 1.42%
Cement 2.42% 4.80%
Oil & Gas Marketng Companies 2.38% 2.84%
Others 8.30% 10.01%
Total 100.00%0 100.00%

Review of Market invested in
Money Market Review

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

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

Stock Market Review

Pakistan Equites witnessed a topsy-turvy ride during outgoing year with disappointng foreign flows (afer MSCI upgrade),
politcal uncertainty following the ouster of ex-PM, macroeconomic challenges and ongoing speculaton about the upcoming
general electons.

Pakistan Islamic Equites benchmark (KMI30 Index) fell 7,538 points to close at 71,060 points, reflectng a decline of 10%.
Despite market expectaton of strong foreign inflows following Pakistan’s inclusion in the MSCI Emerging Markets, foreign
investors contnued to remain net sellers and sold stocks of worth USD289mn. Within local investors, insurance companies
and corporates bought equites of USD204mn and USD100mn respectvely while Mutual funds divested equites of USD35mn
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during the year. On the politcal front, Ex-Prime Minister Nawaz Sharif was disqualified by Supreme Court in Jul-17 which
further marred investor sentment. Moreover, economic concerns increased due to rising twin deficits followed by stringent
policy measures by policy makers (16% PKR depreciaton and 75bps increase in interest rates).

The Cement sector led the rout in the KMI index, causing atriton of where DGKC and LUCK fell 44% and 37% YoY. Decline in
cements was caused owing to the fears of a price war in the segment as upcoming expansions could lead to an oversupply
situaton partcularly in the Southern region as can be grasped from the poor price performance of DGKC and LUCK. Within
the banking sector, MEBL returned 10% during the outgoing year buoyed by rising interest rate environment which is expected
to lead to margin expansion.

FY18 experienced strong performance from the Oil & Gas Exploraton Companies owing to 66% increase in Internatonal Oil
Prices and 16% PKR depreciaton. The outperformance was led by POL and PPL which increased 58% and 53% against SPLY.

Going forward, we expect Pakistan equites to rebound with restoraton of politcal stability (afer General Electons), gradual
improvement in macroeconomic trends and potental revival of foreign investor interest afer steep PKR depreciaton.
Moreover, we highlight that Pakistan market’s discount to emerging as well as fronter peers has increased to 30% and 28%
against 5-year averages of 25% and 19% respectvely reflectng a good entry point.

Distributon

Subsequent to the year end, the Fund has distributed cash dividend of Rs. 0.30 per unit for the year ended June 30, 2018,
which reduced the cum-NAV of the Fund as of June 30, 2018 by amount of distributon to Rs. 104.4748 per unit.

Significant Changes in the State of A airs
There were no significant changes in the state of a airs during the year under review.

Breakdown of Unit Holding by Size

From-To Number of Unit Total Number of Units

(Number of units) Holders Held
1 - 100 19 1,237
101 - 500 33 8,249
501 - 1,000 11 8,549
1,001 - 10,000 123 693,191
10,001 - 100,000 140 4,426,689
1,000 ,001 - 5,000,000 17 2,925,478
500,001 - 1,000,000 - -
1,000,001 - 5,000,000 4 9,484,119
5,000,001 and above 1 6,022,636
Total 348 23,570,147

Unit Splits

There were no unit splits during the year.

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

Sof Commission

The Management Company from tme to tme receives research reports and presentatons from brokerage houses.
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PERFORMANCE TABLE -

C
HBL ISLAMIC ASSET ALLOCATION FUND
As at June 30, 2018

2018 2017 2016
Net assets at the period end (Rs'000) 2,469,559 2,623,318 1,349,890
NET ASSETS VALUE PER UNIT AT 30 JUNE - RUPEES
Redempton 104.7748 105.5962 102.5411
O er 107.1427 108.3890 105.2531
OFFER / REDEMPTION DURING THE PERIOD - RUPEES
Highest o er price per unit 108.8114 118.9345 106.8742
Lowest o er price per unit 102.4066 100.6004 100.0000
Highest redempton price per unit 106.4066 116.3060 104.1204
Lowest redempton price per unit 100.1434 100.6004 100.0000
RETURN (%)
Total return -0.78% 9.83% 3.35%
Income distributon 0.30% 6.50% 0.80%
Capital growth -1.08% 3.33% 2.55%
DISTRIBUTION
First Interin dividend distributon
Second Interin dividend distributon
Third Interin dividend distributon
Final dividend distributaton- Rs 0.3 6.50 0.80
Date of Income Distributon 03-Jul-18 22-Jun-17 28-Jun-16
Total dividend distributon for the year (Rs) 0.30 6.50 0.80
AVERAGE RETURNS (%)
Average annual return 1 year -0.78% 9.83% 3.35%
Average annual return 2 year 4.24% 8.94% -
Average annual return 3 year 3.94% -
PORTFOLIO COMPOSITION - (%)
Percentage of Net Assets as at 30 June:
Bank Balances 43.05% 73% 22%
GoP ljarah Sukuks - - 15%
Placement with Banks and DFls - - -
Corporate Sukuks 28.69% 2% 3%
Stock/Equites 27.31% 25% 1%
Others 0.96% - 59%

Note:
The Launch date of the Fund is January 11, 2016

Disclaimer:
Past performance is not necessarily indicatve of future performance and unit prices and investment returns may go down, as well as up.
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CENTRAL DEPOSITORY COMPANY
OF PAKISTAN LIMITED

Head Office:

CDC House, 99-8, 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
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TRUSTEE REPORT TO THE UNIT HOLDERS
HBL ISLAMIC ASSET ALLOCATION 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 HBL Islamic Asset
Allocation Fund (the Fund) are of the opinion that HBL Asset Management Limited, being the
Management Company of the Fund has in all material respects managed the Fund during the
year ended June 30, 2018 in accordance with the provisions of the following:

(i) Limitations imposed on the investment powers of the Management Company under
the constitutive documents of the Fund;

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

(ili)  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.

®

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

Karachi, September 18, 2018
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I‘I B L ASSET MANAGEMENT LTD.

STATEMENT OF COMPLIANCE WITH THE SHARIAH PRINCIPLES

HBL Islamic Asset Allocation Fund (the fund) has fully complied with the Shariah Principles specified in
Trust Deed and in the guideline issued by the Shariah Advisor for its operations, investment and
placements made during the year ended June 30, 2018. This has been duly confirmed by the Shariah
Advisor of the Fund.

o

Farid Ahmed Khan
Chief Executive Officer

Dated: August 31, 2018

HBL Asset Managment Limited
Head O ce

7th Floor

Emerald Tower

G-19 Block-5,

Main Clifton Road,

Clifton, Karachi

UAN (021) 111-425-262
Fax (021) 35168455
www.hblasset.com
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August 10, 2018

The purpose of this report is to provide an opinion on the Shariah Compliance of the Fund'’s investment
and operational activities with respect to Shariah guidelines provided.

It is the core responsibility of the Management Company to operate the Fund and invest the amount of
money in such a manner which is in compliance with the Shariah principles as laid out in the Shariah
guidelines. In the capacity of the Shariah Advisor, our responsibility lies in providing Shariah guidelines
and ensuring compliance with the same by review of activities of the fund. We express our opinion based
on the review of the information, provided by the management company, to an extent where compliance
with the Shariah guidelines can be objectively verified.

Our review of Fund’s activities is limited to enquiries of the personnel of Management Company and
various documents prepared and provided by the management company. 3

Keeping in view the above; we certify that:

We have reviewed all the investment and operational activities of the fund including all transactions and
found them to comply with the Shariah guidelines. On the basis of information provided by the
‘management company, all operations of the fund for the year ended June 30, 2018 comply with the
provided Shariah guidelines. Therefore, it is resolved that investments in HBL Islamic Asset Allocation
Fund (HBL-IAAF) are halal and in accordance with Shariah principles.

May Allah (SWT) bless us and forgive our mistakes and accept our sincere efforts in accomplishment of
cherished tasks and keep us away from sinful acts.

For and on behalf of Shariah Supervisory Council of Al-Hilal Shariah Advisors (Pvt) Limited

\

...-—-"""- /?
ufti lrshdd Ahmad Aijaz Faraz Younus Bandukda, CFA
Member Shariah Council Chief Executive

Al-Hilal Shariah Advisors (Pvt) Limited

Suite# 619, 6th Floor, Clifton Centre, Schon Circle, Block - 5 Clifton,
Karachi, Pakistan, Tel :+92-21-35305931-37, Wab: www.alhilalsa.com

Annual Report-2018



Deloitte. oot Yot A

Chartered Accountants

Cavish Court, A-35, Block 7 &8
KCHSUJ, Shahrah-e-Faisal
Karachi-75350

Pakistan

Tel: 492 (0) 21 3454 64%4-7
Fax:  +92 (D) 21- 3454 1314

www.deloitte.com

INDEPENDENT ASSURANCE REPORT TO THE UNITHOLDERS ON THE STATEMENT OF
COMPLIANCE WITH THE SHARIAH PRINCIPLES

We have performed an independent assurance engagement of HBL Islamic Asset Allocation Fund (the
Fund), to express an opinion on the annexed Statement of Compliance with the Shariah Principles (the
Statement) for the year ended June 30, 2018. Our engagement was carried out as required under Trust
Deed and Shariah Principles of the Fund.

Management Company's responsibility

Management Company (HBL Asset Management Limited) of the Fund is responsible for the preparation of
the Statement (the subject matter) and for compliance with the Shariah Principles specified in the Trust
Deed and the guidelines issued by the Shariah Advisor (criteria). This responsibility includes designing,
implementing and maintaining internal control to ensure that operations of the Fund and the investments
made by the Fund are in compliance with the Shariah Principles.

Responsibility of independent assurance providers

Our responsibility is to express our conclusion on the Statement based on our independent assurance
engagement, performed in accordance with the International Standards on Assurance Engagement (ISAE
3000) ‘Assurance Engagements other than Audits or Reviews of Historical Financial Information’. This
standard requires that we comply with ethical requirements, Including independence requirements, and
plan and perform the engagement to obtain reasonable assurance whether the Statement reflects the
status of the Fund's compliance with the Shariah Principles specified in the Trust Deed and the guidelines
issued by the Shariah Advisor.

The procedures selected depend on our judgment, including the assessment of the risks of material non-
compliances with the Shariah Principles whether due to fraud or error. In making those risk assessments,
we have considered internal controls relevant to the Fund’s compliance with the principles in order to
design procedures that are appropriate in the circumstances, for gathering sufficient appropriate evidence
to determine that the Fund was not materially non-compliant with the principles. Our engagement was
not for the purpose of expressing an opinion on the effectiveness of the Fund’s internai control.

The procedures performed included:

. Checking compliance of specified guidelines issued by the Shariah Advisor relating to charity,
maintaining bank accounts and for making investments of the Fund; and

. Checking that the Shariah Advisor has certified that the operations of the Fund and investments
made by the Fund during the year ended June 30, 2018 are in compliance with the Shariah Principles
and where required, purification of income from non-compliant sources has been made in
consultation with the Shariah Advisor.

% Member of

Deloitte Toucths Tohmatsu Limited
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Conclusion
In our opinion, the Statement, in all material respects, presents fairly the status of the Fund’s compliance

with the Shariah principles specified in the Trust Deed and the guidelines issued by the Shairah Advisor
for the year ended June 30, 2018.

ool VoAl

Chartered Accogntants

Dated: September 19, 2018
Place: Karachi

Member of
Deloitte Touche Tohmatsu Limited
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INDEPENDENT AUDITORS’ REPORT TO THE UNIT HOLDERS OF
HBL ISLAMIC ASSET ALLOCATION FUND

Report on the Audit of the Financial Statements
Opinion

We have audited the financial staterments of HBL Islamic Asset Allocation Fund (the Fund), which comprise
the statement of assets and liabilities as at June 30, 2018, and the related income statement, statement
of comprehensive income, statement of movement in unit holders’ fund and cash flow statement for the
year then ended, and notes to the financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of
the Fund as at June 30, 2018, and of Its financial performance, cash flows and transactions 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 and
Management Company in accordance with the International Ethics Standards Board for Accountants’ Code
of Ethics for Professional Accountants (IESBA Code) as adopted by the Institute of Chartered Accountants
of Pakistan together with the ethical requirements that are relevant to our audit of the financial statements
in Pakistan, and we have fulfilled our other ethical responsibilities in accordance with these requirements
and the IESBA 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 financlal 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. '

How the matters were addressed

S. No. Key audit matters in our audit

1 Valuation and existence of investments We pemrmed the following steps

As disclosed in note 6 to the financial statements, during our audit of investments:
investments amounted to Rs. 1.395 billion as at « For listed equity securities:

June 30, 2018. independent testing of valuations

These investments represent a significant item on by using the quoted market prices

the statement of assegs and liabilities. The Fund from the Pakistan Stock Exchange

invests principally in listed equity securities and Limited and ensuring the existence

listed sukuk certificates. Their valuation and of number of securities by )

existence s a significant area during our audit. comparing the internal records with
a

Member of
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Key audit matters

How the matters were addressed
in our audit

There Is a risk that appropriate quated prices may
not be used to determine fair value.

Further, the Fund may have included investments in
its financial statements which were not owned by
Fund.

Central Depository Company
{CDC} account records;

« For listed sukuk certificates:

independent testing of valuations
by using the rates determined by
the Mutual Fund Association of
Pakistan and ensuring the
existence of number of certificates
by comparing the internal records
with CDC account records;

» performing purchases and sales

testing on a sample of trades made
during the year to obtain evidence
regarding movement of
securities/certificates during the
year; and

« .any differences identified during

our testing that were over our
acceptable threshold were
investigated further.

Impairment of available for sale investments

The Fund invests a significant portion of it funds in
financial instruments that comprise available for sale
investments in equity securities. These investments
are measured at fair value with the corresponding
fair value changes recognized In other
comprehensive income. The valuation is performed
by the Management Company using the quoted
market prices at the Pakistan Stock Exchange.

The Management Company performs an Impairment
review of its available for sale investments at each
reporting date and records impairment charge when
there has been a significant or prolonged decline in
the fair value of investments below their cost. In
determining ‘significant’ or *prolonged’, Management
Company evaluates, among other factors, historical

.share price movements and the duration and extent

to which the fair value of an Investment is less than
its cost.

There is a high degree of judgement involved in
determining ‘significant’ or ‘prolonged’ decline in
value of investments and the resulting impairment
charge. )

In auditing the impairment of
avallable for sale investments, we
obtained understanding of the
processes and key controls relating to
valuation of available for sale
investments. In addition, we
performed valuation testing on
Investments held as at June 30, 2018,
reviewed the Fund's impairment
policy, and assessed the adequacy of
impairment charge on available for
sale investments at year-end.

The Fund’s disclosures related to
financial investments are included in
note 6.
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S. No. Key audit matters How the m[ﬂ:t:l:: :rue;; addressed
3 Change in accounting policy as a result of In order to address the matter we
amendments in Non-Banking Finance ‘have:
Companies and Notified Entities Regulation,
2008 « Held discussions with management

regarding the amendments made
‘As disclosed in note 4.7, to the financial statements, in the NBFC Regulations, the

on August 03, 2017, SECP issued SRO no. resulting changes required in the
756(1)/2017 whereby certain amendments were financial statements and how the
made in the Non-Banking Finance Companies and systems were updated to cater for
Notifled Entitles Regulation, 2008 (the NBFC the amendments;

Regulations). Such amendments introduced
definition of Element of Income, and required certain | » Obtained account holder wise

additional disclosures in Income statement and movement of all unit holders of the

statement of mavement in unit holders’ fund Fund and for a sample of unit

together with removal of requirement to present holders, verified the movement in

distribution statement separately. terms of units and value (including
o net asset value per unit) by

The abovementioned amendments require checking supporting documents to

significant changes in the calculation, accounting, ensure that element of income and

presentation and disclosure of the ‘Element of income already paid on units

Income’ in the financial statements, which have redeemed Is accurate. Also

been applied as a change in accounting policy prepared quantitative reconciliation

prospectively In accordance with the clarification of units reported; and

Issued by the Securities and Exchange Commission

of Pakistan. Considering the significance of the « Checked adequacy of presentation

above factors, we have treated these changes as and disclosure requirements

Key Audit Matter, including element of income in in

the financial statements as per the
requirements of Schedule V of the
NBFC Regulations.

Information Other than the Financial Statements and Auditor’s Report Thereon

Management Company is responsible for the other Infoermation. The other information comprises the
information included in the annual report, but does not include the financial statements and our auditor’s
report thereon.

QOur 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, Iin 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 Company and Those Charged with Governance for the Financial
Statements

Management Company 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

Fea

Member of
Deloitta Touchs Tohmatsu Limited
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control as the Management Company determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financlal statements, Management Company 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 Company either intends to liquidate the Fund or to
cease operations, or has no realistic alternative but to do so.

Those Charged with Governance of the Management Company are responsible for overseeing the Fund’s
financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

. Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basls for our apinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud

may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control. .

. Obtain an understanding of internal control relevant to the audit In order to design audit procedures
that are appropriate In the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Management Company's internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by Management Company.

. Conclude on the appropriateness of Management Company's use of the going concern basls 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 gaing
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 madify our opinion. Our conclusions are based on the audit evidence obtalned up to,
the date of our auditor’s report. However, future events or conditions may cause the Fund to cease
to continue as a going concern.

. Evaluate the overall presentation, structure and content of the financlal 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 of the Management Company regarding, among
other matters, the planned scope and timing of the audit and significant audit findings, Including any
significant deficiencies in internal control that we identify during our audit.

T
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We also provide Those Charged with Governance of the Management Company with a statement that we
have complied with relevant ethical requirements regarding independence, and to communicate with them
all relationships and other matters that may reasonably be thought to bear on our independence, and where
applicable, related safeguards.

From the matters communicated with Those Charged with Governance of the Management Company, we
determine those matters that were of most significance in the audit of the financial statements of the
current period and are therefore the key audit matters. We describe these matters in our auditor’s report
unless law or regulation precludes public disclosure about the matter or when, In extremely rare
circumstances, we determine that a matter should not be communicated in our report because the adverse

consequences of doing so would reasonably be expected to outweigh the public interest benefits of such
communication.

Report on Other Legal and Regulatory 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
Companles and Notified Entities Regulations, 2008,

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

Frlsl Nou] AL

Chartered Accountants

Place: Karachi
Date: September 19, 2018

Member of
Daloitts Toucha Tohmatsu Limited
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HBL ISLAMIC ASSET ALLOCATION FUND

Statement of Assets and Liabilites
As at June 30, 2018

2018 2017
Note - (Rupees in '000)----------
Assets
Bank balances 5 1,072,554 1,962,227
Investments 6 1,395,267 740,627
Dividend receivable and accrued mark-up 7 16,784 10,715
Preliminary expenses and flotaton costs 8 525 758
Advances, deposits and other receivables 9 4,205 2,600
Receivable against sale of investment 2,338 -
Total assets 2,491,673 2,716,927
Liabilites
Payable to the Management Company 10 9,665 6,113
Payable to the Trustee 11 344 310
Payable to Securites and Exchange Commission of Pakistan 12 2,568 1,344
Accrued expenses and other liabilites 13 9,537 42,344
Payable against redempton of units - 1,177
Payable against purchase of investment - 42,321
Total liabilites 22,114 93,609
Net assets 2,469,559 2,623,318
Unit holders' fund (as per statement atached) 2,469,559 2,623,318
Contngencies and commitments 16
------- Number of units -------
Number of units in issue 17 23,570,147 24,842,911
---------- Rupees ----------
Net assets value per unit 4.8 104.7748 105.5962
The annexed notes 1 to 34 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial O cer Chief Executve O cer Director
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HBL ISLAMIC ASSET ALLOCATION FUND

Income Statement
For the year ended June 30, 2018

2018 2017
Note oo (Rupees in '000)----------
Income
Mark-up / return on investments 14 34,503 15,501
Mark-up on deposits with banks 15 89,258 41,420
Dividend income 33,872 13,982
Capital gain on sale of investments - net 7,257 62,311
Net unrealised diminuton on remeasurement of investments classified at fair value
through profit and loss as "held-for-trading™ (3,131) -
161,759 133,214
Impairment loss on equity securites classified
as available-for-sale - net (82,250) (3,388)
Total income 79,509 129,826
Expenses
Remuneraton of the Management Company 10.1&10.2 45,820 23,979
Remuneraton of the Trustee 111 4,185 2,710
Annual fee to Securites and Exchange Commission of Pakistan 12.1 2,568 1,344
Allocaton of expenses related to registrar services,
accountng, operaton and valuaton services 10.3 2,703 1,415
Selling and marketng expenses 10.4 10,813 2,657
Amortsaton of preliminary expenses and floataton costs 233 216
Auditors' remuneraton 18 368 369
Fees and subscripton 260 181
Securites transacton costs 1,847 323
Setlement and bank charges 173 160
Printng charges 176 276
Charity expense 2,449 204
Total Expenses 71,595 33,834
Net Income from operatng actvites 7,914 95,992
Element of income and capital gains included in
prices of units issued less those in units redeemed - net - 108,911
Provision for Sindh Workers' Welfare fund (158) (4,508)
Net income for the year before taxaton 7,756 200,395
Taxaton 19 - -
Net income for the year afer taxaton 7,756 200,395
Allocaton of net income for the year:
Income already paid on redempton of units -
Accountng income available for distributon:
- Relatng to capital gains 403
- Excluding capital gains 7,353
7,756
7,756
Earnings per unit 20
The annexed notes 1 to 34 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial O cer Chief Executve O cer Director
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HBL ISLAMIC ASSET ALLOCATION FUND

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

Note

Net income for the year afer taxaton
Other comprehensive income for the year

Item that may be reclassified subsequently
to Income Statement

Unrealised (loss) / gain on re-measurement of investments classified
as available-for-sale

Net reclassificaton adjustments relatng to available-for-sale

financial assets

Total comprehensive income for the year

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

For HBL Asset Management Limited
(Management Company)

Chief Financial O cer Chief Executve O cer

Annual Report-2018

7,756 200,395
(6,406) 68,946
(12,381) (58,923)
(18,787) 10,023
(11,031) 210,418
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HBL ISLAMIC ASSET ALLOCATION FUND

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

2018 2017
(Rupees in '000)
. L Unrealized ) o
Capital |Undistributed| ~(losses)/ Capital | Undistributed
) ; Total - Total
value income | Income on value income
investment
Net assets at the beginning of the year 2,490,358 105,876 27,084 2,623,318 - - 1,349,890
Issuance of units 8,461,061 (2017: 27,614,795 units)
- Capital value (at net asset value per unit at the beginning of the year) 893,456 - - 893,456 3,036,919
- Element of loss (59,077) - - (59,077) -
834,379 834,379 3,036,919
Redempton of 9,733,825 units (2017: 15,936,255 units)
- Capital value (at net asset value per unit at the beginning of the year) (1,027,855) - - 1(1,027,855) (1,730,489)
- Amount paid out of element of income
Relatng to net income for the year afer taxaton 50,748 - - 50,748 -
(977,107) (977,107) (1,730,489)
Element of income and capital gains included in prices of units issued
less those in units redeemed-net - - - - - - (108,911)
Total comprehensive income for the year
Net profit for the year afer tax - 7,756 7,756 200,395
Other comprehensive income for the year - - (18,787) (18,787) 10,023
Distributon during the year - - - - (134,509)
Total comprehensive/ income for the year - 7,756 (18,787) (11,031) 210,418
Net assets at the end of the period 2,347,630 113,632 8,297 2,469,559 - - 2,623,318
Undistributed income brought forward 105,876
- Realised 105,876 10,329
- Unrealised - -
105,876 10,329
Accountng (loss) / income available for distributon
-Relatng to capital gains 403
-Excluding capital gains 7,353
7,756 200,395
Element of income and capital gains included in prices of units issued
less those in units redeemed - 29,661
Distributon during the period - (134,509)
Undistributed income carried forward 113,632 105,876
Undistributed income carried forward
- Realised 116,763 105,876
- Unrealised (3,131) -
113,632 105,876
(Rupees)
Net assets value per unit at beginning of the year 105.5962 102.5411
Net assets value per unit at end of the year 104.7748 105.5962
The annexed notes 1 to 34 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial O cer Chief Executve O cer Director
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HBL ISLAMIC ASSET ALLOCATION FUND

Cash Flow Statement
For the year ended June 30, 2018

Note

Cash flow from operatng actvites
Net income for the year before taxaton
Adjustments

Capital gain on sale of investments - net
Return / markup on;

- bank profits

- investments

Dividend income
Amortsaton of preliminary expenses and floataton costs
Element of income and capital gains included
in prices of units issued less those in units redeemed - net
Net unrealised diminuton on remeasurement of investments classified at fair value
through profit and loss as "held-for-trading"
Impairment loss on equity securites classified
as available-for-sale - net

(Increase) /decrease in assets

Investments - net
Advances, deposits and other receivables

Increase/(decrease) in liabilites

Payable to the Management Company

Payable to the Trustee

Payable to Securites and Exchange Commission of Pakistan
Accrued expenses and other liabilites

Net cash (used in) / generated from operatons

Bank profit received
Markup on investments received
Dividend income received

Net cash (used in) / generated from operatng actvites
Cash flow from financing actvites

Amount received on issue of units
Payment against redempton of units
Cash dividend paid

Net cash (used in) / generated from financing actvites
Net (decrease) / increase in cash and cash equivalents

Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year 5
The annexed notes 1 to 34 form an integral part of these financial statements.

For HBL Asset Management Limited
(Management Company)

Chief Financial O cer Chief Executve O cer

Annual Report-2018

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

7,756 200,395
(7,257) (62,311)
(89,258) (41,420)
(34,503) (15,501)
(33,872) (13,982)
233 216
- (108,911)

3,131 -
82,250 3,388
(71,520) (38,126)
(796,210) 61,071
(1,605) 6,918
(797,815) 67,989
3,552 439
34 92
1,224 967
(32,807) 79,050
(27,997) 80,548
(897,332) 110,411
91,275 34,070
26,006 23,203
34,283 12,826
(745,768) 180,510
834,379 3,036,919
(978,284) (1,729,311)
- (134,509)
(143,905) 1,173,099
(889,673) 1,353,609
1,962,227 608,618
1,072,554 1,962,227

Director




HBL ISLAMIC ASSET ALLOCATION FUND

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

1. LEGAL STATUS AND NATURE OF BUSINESS

HBL Islamic Asset Allocaton Fund (the Fund) was established under a Trust Deed, dated September 07, 2015,
executed between HBL Asset Management Limited as the Management Company and Central Depository Compa-
ny of Pakistan Limited as the Trustee. The Fund was authorised by the Securites and Exchange Commission of
Pakistan (SECP) as a unit trust scheme on October 28, 2015.

The Management Company of the Fund has been licensed to act as an Asset Management Company under the
NBFC Rules through a certficate of registraton issued by the SECP. The registered o ce of the Management
Company is situated at 7th Floor, Emerald Tower, G-19, Block 5, Main Clifon Road, Clifon, Karachi.

The Fund is an open ended mutual fund and o ers units for public subscripton on a contnuous basis. The inital
public o er period was from January 07, 2016 to January 08, 2016 (both days inclusive). The units are transferable
and can also be redeemed by surrendering to the Fund. The Fund is listed on the Pakistan Stock Exchange.

The fund has been categorized as a Shariah Compliant Asset Allocaton fund as per the criteria laid down by SECP
for categorizaton of open-end Collectve Investment Scheme (CISs).

The primary objectve of the Fund is to provide superior returns through investments in Shari'ah Compliant Equity
Securites and Shari'ah Compliant Income/ Money Market Instruments.

JCR-VIS Credit Ratng Agency has assigned management quality ratng of 'AM2+' (Stable outlook) to the Manage-
ment Company while the Fund is currently not rated.

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

of the Fund.
2. BASIS OF PREPARATION
2.1 Statement of compliance

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

- Internatonal Financial Reportng Standards (IFRS Standards) issued by the Internatonal Accountng Standards
Board (IASB) as notfied under the Companies Act, 2017,

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

- Non-Banking Finance Companies (Establishment and Regulatons) Rules, 2003 (the NBFC Rules), Non-Banking
Finance Companies and Notfied Enttes Regulatons, 2008 (the NBFC Regulatons) and requirements of the Trust
Deed.

Where provisions of and directves issued under the Companies Act, 2017, part VIIIA of the repealed Companies
Ordinance, 1984, the NBFC Rules, the NBFC Regulatons and requirements of the Trust Deed di er from the IFRS
Standards, the provisions of and directves issued under the Companies Act, 2017, part VIIIA of the repealed
Companies Ordinance, 1984, the NBFC Rules, the NBFC Regulatons and requirements of the Trust Deed have been
followed.

2.2 Basis of measurement

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

2.3 Functonal and presentaton currency
These financial statements are presented in Pakistani Rupees, which is the fund's functonal and presentaton
currency.

2.4 Critcal accountng estmates and judgments

The preparaton of the financial statements in conformity with the approved accountng standards requires the
management to make estmates, judgements and assumptons thata ect the reported amount of assets, liabilites,
income and expenses. It also requires the management to exercise judgement in applicaton of its accountng
policies. The estmates, judgements and associated assumptons are based on the historical experience and various
other factors that are believed to be reasonable under the circumstances. Revisions to accountng estmates are
recognised in the year in which the estmates are revised if the revision a ects only that year, or in the year of
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HBL ISLAMIC ASSET ALLOCATION FUND

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

revision and future years if the revision a ects both current and future years.

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

(i) classificaton and valuaton of financial assets (notes 4.3.1 and 4.3.4); and
(i) impairment of financial assets (note 4.3.5)

3. NEW ACCOUNTING STANDARDS / AMENDMENTS AND IFRS INTERPRETATIONS
3.1 New accountng standards / amendments and IFRS interpretatons that are e ectve for the year ended June 30, 2018

The following amendments and interpretatons are e ectve for the year ended June 30, 2018. These amendments
are either not relevant to the Fund's operatons or are not expected to have significant impact on the Fund's finan-

cial statements other than certain additonal disclosures. .
E ectve from accountng period

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

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

ton of deferred tax assets for unrealised losses

Certain annual improvements have also been made to a number of IFRSs, which are also not relevant for the fund.
3.2 New accountng standards / amendments and IFRS interpretatons that are not yet e ectve

3.2.1 The following standards, amendments and interpretatons are only e ectve for accountng periods, beginning on
or afer the date mentoned against each of them. These standards, interpretatons and the amendments (except
IFRS 9 'Financial Instruments') are either not relevant to the Company's operatons or are not expected to have
significant impact on the Company's financial statements other than certain additonal disclosures.

IFRS 15 'Revenue from contracts with customers'

- This standard will supersede IAS 18, IAS 11, July 01, 2018
IFRIC 13, 15 and 18 and SIC 31 uponits e ectve

date.

FRS 16 'Leases' - This standard will supersede IAS January 01, 2019
17 'Leases' upon its e ectve date.
Amendments to IFRS 2 'Share-based Payment' - January 01, 2018
Clarificaton on the classificaton and measure-
ment of share-based payment transactons

IFRS 9 'Financial Instruments' July 01,2018

Amendments to IFRS 9 'Financial Instruments' -

Amendments regarding prepayment features January 01, 2019
with negatve compensaton and modificatons ’

of financial liabilites.

regarding the interacton of IFRS 4 and IFRS 9. approach retrospectvely to qualifying financial
assets does so when it first applies IFRS 9. An
entty choosing to apply the deferral approach
does so for annual periods beginning on or afer

1 January 2018.
Statements' and IAS 28 "lnvestments in Associ- or afer a date to be determined. Earlier applica-
ates and Joint Ventures' - Sale or contributon of ton is permited.
assets between an investor and its associate or
joint venture
Amendments to IAS 28 'Investments in Associ- January 01, 2019

ates and Joint Ventures' - Amendments regard-
ing long-term interests in associates and joint
ventures
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HBL ISLAMIC ASSET ALLOCATION FUND

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

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

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

IFRIC 22 'Foreign Currency Transactons and January 01, 2018
Advance Consideraton': Provides guidance on

transactons where consideraton against

non-monetary prepaid asset / deferred income

is denominated in foreign currency.

IFRIC 23 'Uncertainty over Income Tax Treat- January 01, 2019
ments": Clarifies the accountng treatment in

relaton to determinaton of taxable profit (tax

loss), tax bases, unused tax losses, unused tax

credits and tax rates, when there is uncertainty

over income tax treatments under IAS 12

‘Income Taxes'.

Certain annual improvements have also been made to a number of IFRSs, which are also not expected to have
material impact on final reportng of the fund.

3.2.2 IFRS 9 'Financial Instruments' Impact Assessment

"IFRS 9 'Financial Instruments' was issued on July 24, 2017. This standard is adopted locally by the Securites and
Exchange Commission of Pakistan and is e ectve from accountng periods begining on or afer July 1, 2018. The
final version of IFRS 9 brings together the classificaton and measurement, impairment and hedge accountng
phases of the IASB's project to replace IAS 39 ‘Financial Instruments: Recogniton and Measurement'.

3.2.2.1  Key requirements of IFRS 9 are as follows;

Classificaton and measurment of financial assets

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

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

- Debt instruments that are held within a business model whose objectve is achieved both by collectng contractual
cash flows and selling financial assets, and that have contractual terms that give rise on specified dates to cash
flows that are solely payments of principal and interest on the principal amount outstanding are generally
measured at fair value through Other Comprehensive Income.

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

- In additon, under IFRS 9, enttes may make an irrevocable electon to present subsequent changes in the fair value
of an equity investment (that is not held for trading nor contngent consideraton recognized by an acquirer in a
business combinaton) in other comprehensive income, with only dividend income generally recognized in profit or
loss.

Classificaton and measurment of financial liabilites

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

- The amount of change in the fair value of a financial liability that is atributable to changes in the credit risk of that

liability is presented in other comprehensive income, unless the recogniton of such changes in other
comprehensive income would create or enlarge an accountng mismatch in profit or loss.
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HBL ISLAMIC ASSET ALLOCATION FUND

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

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

IImpairment of financial assets

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

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

3.2.2.2  Impact assesment

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

Listed equity securites and Term Finance Certficates classified as financial assets at fair value through profit or loss
- held for trading qualify for designaton as measured at fair value through profit or loss upon applicaton of IFRS 9
with value changes contnue to recognised in profit or loss.

Listed equity securites and Term Finance Certficates classified as financial assets at ‘available-for-sale* are to be
measured at fair value through profit or loss upon applicaton of IFRS 9 with value changes to be recognised in
profit or loss instead of other comprehensive income. The change in fair value atributed to these financial assets
amountng to Rs.18.787 million during the current year would be recognised in income statement under IFRS 9.

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

Other financial assets and financial liabilites at amortsed cost will contnue to be subsequently measured at
amortsed cost upon applicaton of IFRS 9.

3.2.3 Other than the aforesaid standards, interpretatons and amendments, the Internatonal Accountng Standards
Board (IASB) has also issued the following standards which have not been adopted locally by the Securites and
Exchange Commission of Pakistan:

- IFRS 1 - First Time Adopton of Internatonal Financial Reportng Standards
- IFRS 14 — Regulatory Deferral Accounts
- IFRS 17 — Insurance Contracts
3.3 Change in policy in relaton to preparaton of income statement and statement of comprehensive income

Internatonal Accountng Standard (IAS) 1 Presentaton of Financial Statements allows an entty to prepare either
two performance statements i.e. income statement and statement of comprehensive income, or one performance
statement only i.e. income statement and statement of comprehensive income (showing both items of income or
loss for the period and items of other comprehensive income). The Fund, with e ect from July 01, 2017, has
changed its policy with regard t o preparaton of income statement and other comprehensive income and opted to
prepare two separate performance statements i.e. “income statement” and "statement of comprehensive
income" showing separately both income or loss for the year and items of other comprehensive income in separate
statements.

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

4. SIGNIFICANT ACCOUNTING POLICIES

The significant accountng policies applied in the preparaton of these financial statements are set out below. These
have been consistently applied to all the years presented unless otherwise stated.
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HBL ISLAMIC ASSET ALLOCATION FUND

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

4.1 Cash and cash equivalents

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

at cost.
4.2 Financial instruments
42.1 Financial Assets

42.1.1 Classificaton

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

The Fund classifies its financial assets in the following categories:
a) Investments at fair value through profit or loss - held-for-trading

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

b) Loans and receivables

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

0) Available for sale

These are those non-derivatve financial assets that are designated as available for sale or are not classified
as (a) loans and receivables

(b) held-to-maturity investments, or (c) financial assets at fair value through profit or loss - held-for-trading.
These are intended to be

held for an indefinite period of tme which may be sold in response to the needs for liquidity or change in
price.

4.2.1.2  Regular way contracts

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

4.2.1.3 Inital recogniton and measurement

All financial assets are initally recognised at cost, being the fair value of the consideraton given including the
transacton cost associated with the acquisiton, except in case of "financial assets at fair value through profit or
loss - held-for-trading™, in which case the transacton costs are charged o to the income statement .

4.2.1.4  Subsequent measurement
a) Financial assets 'at fair value through profit or loss - held-for-trading' and ‘available for sale'

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

Basis of valuaton of debt securites

The investment of the Fund in debt securites is valued on the basis of rates determined by the Mutual Fund
Associaton of Pakistan (MUFAP) in accordance with the methodology prescribed by SECP for valuaton of
debt securites vide its circular no. 1 of 2009 dated January 6, 2009 and circular no. 33 of 2012 dated October
24,2012. In the determinaton of the rates MUFAP takes into account the holding patern of these securites
and categorises them as traded, thinly traded and non-traded securites. The circular also specifies the
valuaton process to be followed for each category as well as the criteria for the provisioning of
non-performing debt securites.
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Basis of valuaton of equity securites

Equity securites are valued on the basis of closing quoted market prices available at the stock exchange. A
security listed on the stock exchange for which no sale is reported on the reportng date is valued at its last
sale price on the next preceding date on which such exchange is open and if no sale is reported for such date
the security is valued at an amount neither higher than the closing asked price nor lower than the closing bid
price.

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

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

b) Loans and receivables
Subsequent to inital recogniton financial assets classified as 'loans and receivables' are carried at amortsed
cost using the e ectve
interest method.

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

4.2.1.5 Impairment of financial assets
The Management Company assesses at each reportng date whether there is objectve evidence that the Fund’s
financial assets or a group of financial assets are impaired. If any such indicaton exists, the recoverable amount of
such assets is estmated. An impairment loss is recognised whenever the carrying value of an asset exceeds its
recoverable amount.
a) Available for sale securites
In case of equity and debt securites classified as available for sale, a significant or prolonged decline in the
fair value of an equity security below its cost is considered as an objectve evidence of impairment. In case
of available for sale securites, the cumulatve loss previously recognised as other comprehensive income in
the Income Statement is transferred to income before tax. Impairment losses recognised in the income
statement on equity securites are only reversed when the equity securites are derecognised.
b) Loans and receivables
For financial assets classified as 'loans and receivables’, a provision for impairment is established when there
is objectve evidence that the Fund will not be able to collect all amounts due according to the original terms.
The provision against these amounts is made as per the provisioning policy duly formulated and approved by
the Board of Directors of the Management Company in accordance with the requirements of the SECP.
4.2.1.6  Derecogniton

Financial assets are derecognised when the rights to receive cash flows from the financial assets have expired or
have been transferred and where the Fund has transferred substantally all risks and rewards of ownership.

4.2.1.7 O settng of financial instruments
Financial assets and financial liabilites are o set and the net amount is reported in the statement of assets and
liabilites when there is a legally enforceable right to set o the recognised amounts and there is an intenton to
setle on a net basis, or to realise the assets and setle the liabilites simultaneously.

4.2.2 Financial liabilites

All financial liabilites are recognised at the tme when the Fund becomes a party to the contractual provisions of
the instrument. These are initally recognised at fair value and subsequently stated at amortsed cost.

A financial liability is derecognised when the obligaton under the liability is discharged or cancelled or expired.
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4.3 Preliminary expenses and floataton costs

Preliminary expenses and floataton costs represent expenditure incurred prior to the commencement of
operatons of the Fund and include underwritng commission, commission to the bankers to the issue, brokerage
paid to the members of the stock exchanges and other expenses. These costs are amortsed over a period of five
years from the end of the inital o ering period as per the requirements set out in the Trust Deed of the Fund and
NBFC regulatons.

4.4 Provisions

Provisions are recognised when the Fund has a present, legal or constructve obligaton as a result of past events,
it is probable that an outlow of resources embodying economic benefits will be required to setle the obligaton
and a reliable estmate of the amount of obligaton can be made. Provisions are regularly reviewed and adjusted to
reflect the current best estmate.

45 Taxaton

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

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

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

4.6 Issue and redempton of units

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

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

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

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

- element of income has been determined as the di erence between net assets value on the issuance or
redempton date, as the case maybe, of units and the net asset value at the beginning of the accountng
period;

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

- presented allocaton of net income available for distributon relatng to capital gains and excluding capital
gains in statement of movement In unitholders’ fund.

Amendment in the NBFC Regulatons subsequent to the year end

The Securites and Exchange Commission of Pakistan through its SRO 756(1)/2017 dated August 3, 2017 has made
certain amendments in the NBFC Regulatons. The notficaton includes a definiton and explanaton relatng to
"element of income" and excludes the element of income from the expression "accountng income" as described
in Regulaton 63 (amount distributable to unit holders) of the NBFC Regulatons. As per the notficaton, element of
income represents the di erence between net assets value per unit on the issuance or redempton date, as the
case may be, of units and the net assets value per unit at the beginning of the relevant accountng period. Further,
the revised regulatons also specify that element of income is a transacton of capital nature and the receipt and
payment of element of income shall be taken to unit holders' fund. However, to maintain the same ex-dividend net
asset value of all units outstanding on the accountng date, net element of income contributed on issue of units
lying in unit holders fund will be refunded on units in the same proporton as dividend bears to accountng income
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available for distributon. Furthermore, the revised regulatons also require certain additonal disclosures with
respect to ‘Income Statement' and 'Statement of Movement in Unit Holders' Fund'’, whereas disclosure with
respect to 'Distributon Statement' has been deleted in the revised regulatons.

Previously, an equalisaton account called the ‘element of income / (loss) and capital gains / (losses) included in
prices of units issued less those in units redeemed' was created, in order to prevent the diluton of per unit income
and distributon of income already paid out on redempton. The net element of income / (loss) and capital gains /
(losses) relatng to units issued and redeemed during the accountng period which pertained to unrealised
appreciaton / (diminuton) held in the Unit Holder's Fund was recorded in a separate account and any amount
remaining in this reserve account at the end of the accountng period (whether gain or loss) was included in the
amount available for distributon to the unitholders. The remaining porton of the net element of income / (loss)
and capital gains / (losses) relatng to units issued and redeemed during an accountng period was recognised in the
Income Statement.

As required by IAS 8: 'Accountng Policies, Changes in Accountng Estmates and Errors', a change in accountng
policy requires retrospectve applicaton as if that policy had always been applied. However, the Management
Company has applied the above changes in accountng policy, including the additonal disclosures requirements in
the 'Income Statement' and 'Statement of Movement in Unit Holders' Fund', prospectvely from July 1, 2017 as
required by SECP vide its email dated February 8, 2017. Accordingly, corresponding figures have not been restated.
The ‘Distributon Statement’ for the comparatve period has not been presented as it has been deleted as a result
of the amendments made in the NBFC Regulatons the aforementoned SRO issued by the SECP.

Had the element of loss been recognised as per the previous accountng policy, the income of the Fund would have
been lower by Rs 8.330 million. However, the change in accountng policy does not have any impact on the 'Cash
flow Statement’, the 'net assets atributable to the unit holders' and 'net asset value per unit' as shown in the
‘Statement of Assets and Liabilites' and 'Statement of Movement in Unit Holders' Fund'. The change has resulted
in inclusion of certain additonal disclosures / new presentaton requirements in the ‘Income Statement' and
‘Statement of Movement in Unit Holders' Fund which have been incorporated in these statements.
4.8 Net Assets Value per unit
The Net Assets Value (NAV) per unit, as disclosed on the Statement of Assets and Liabilites, is calculated by dividing
4.9 Revenue recogniton

- Mark-up on deposits with banks and mark-up / return on investments in debt securites are recognised using
e ectve yield method.

- Dividend income is recognised when the right to receive dividend is established i.e. on the date of book
closure of the investee company / insttuton declaring the dividend.

- Realised capital gains / (losses) arising on sale of investments are included in the Income Statement on the
date at which the transacton takes place.

- Unrealised gains / (losses) arising on re-measurement of investments classified as 'financial assets at fair
value through profit or loss' are included in the income statement in the period in which they arise.

4.10 Expenses
All expenses including NAV based expenses (namely management fee, trustee fee and annual fee payable to the
SECP) are recognised in the income statement on a tme apportonment basis using the e ectve interest method.
411 Proposed distributon

Distributons declared subsequent to the balance sheet date are considered as non-adjustng events and are
recognised in the financial statements in the year in which such distributons are declared.
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2018 2017
Note = -----mmee- (Rupees in '000)----------
5. BANK BALANCES
Balances with banks in:
Savings Accounts 5.1 1,072,554 1,962,227
1,072,554 1,962,227
5.1 This represents bank accounts held with di erent banks. Mark-up rates on these accounts range between 3.75 %
- 6.5% per anum (2017: 3.75% - 6.75% p.a.)
6. INVESTMENTS
Listed equity securites
- Available-for-sale 6.1 161,202 685,184
- Held-for-trading 6.2 519,265 -
Government of Pakistan - ljarah sukuk
- Available-for-sale 6.4 - -
Listed Sukuk's certficates
- Available-for-sale 6.5 124,263 55,443
- Held-for-trading 6.6 590,537 -
1,395,267 740,627

6.1 Listed equity securites - 'Available-for-sale’

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

Market
------------------------------ T T £ ———— Market value as a Par value as a
value as at percentage of percentage of
Name of the Investee Company N June 30, issued capital of
wyi | wnge | meme | | une 20 Total | Net | the imestee
23’17’ yeir isiue during the year 2018 (Rupees in'000) | |nvestments | Assets company
Textle Composite
Nishat Mills Limited 201,500 10,000 - 194,000 17,500 2,466 0.18%  0.10% 0.005%
201,500 10,000 - 194,000 17,500 2,466 0.18% 0.10%
Chemical
Engro Polymer & Chemicals Limited 432,000 - - 432,000 - - 0.00%  0.00%
432,000 - - 432,000 - - 0.00% _ 0.00%
Cement
Cherat Cement Company Limited 121,400 - - 121,400 - - 0.00%  0.00%
D G Khan Cement Company Limited 149,000 7,500 - 156,500 - - 0.00%  0.00%
Lucky Cement Limited 52,850 - 52,850 - - 0.00%  0.00%
Pioneer Cement Limited 236,400 - - 236,400 - - 0.00% _ 0.00%
559,650 7,500 - 567,150 - - 0.00%  0.00%
Power Generaton & Distributon
Hub Power Company Limited 323,100 93,700 - 178,500 238,300 21,962 1.57%  0.89% 0.021%
323,100 93,700 - 178,500 238,300 21,962 157%  0.89%
Engineering
Amreli Steels Limited 122,000 - - 122,000 - - 0.00% 0.00% -
Crescent Steel & Allied Products Limited 73,300 - - 73,300 - - 0.00%  0.00% -
Internatonal Industries Limited 25,000 - - 25,000 - - 0.00%  0.00% -
Internatonal Steels Limited 220,000 - - 186,000 34,000 3,458 0.25%  0.14% 0.008%
440,300 - - 406,300 34,000 3,458 0.25%  0.14%
Automobile Assembler
Honda Atlas Cars (Pakistan) Limited 18,900 - - 18,900 - - 0.00%  0.00% -
Millat Tractors Limited 13,500 900 12,600 14,970 1.07%  0.61% 0.016%

Pak Suzuki Motor Company Limited 18,900 3,000 - 21,900 - - 0.00% 0.00%
51,300 3,000 - 41,700 12,600 14,970 1.07% 0.61%
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Market
Market value as a Par value as a
value as at percentage of percentage of
Name of the Investee Company June 30, issued capital of
e Purchases fonus/ Sales Asat 2018 Total Net | theinvestee
J;gllf durylggrt ¢ Ffslgutes during the year Ju;gfso, (Rupeesin‘'000) | |nvestments | Assets company
Automobile Parts & Accessories
Thal Limited (Par value Rs.5 per share) 10,800 - - 10,800 - - 0.00%  0.00% -
10,800 - - 10,800 - - 0.00%  0.00%
Cable & Electrical Goods
Pak Elektron Limited 282,000 20,000 302,000 - - 0.00%  0.00% -
282,000 20,000 - 302,000 - - 0.00%  0.00%
Transport
Pakistan Natonal Shipping Corp Limited 68,600 - 68,600 - - 0.00%  0.00% -
68,600 - - 68,600 - - 0.00% _ 0.00%
Pharmaceutcals
The Searle Company Limited 56,810 19,162 48,000 27,972 9,496 0.68%  0.38% 0.015%
56,810 19,162 - 48,000 27,972 9,496 0.68%  0.38%
Paper & Board
Packages Limited 21.350 - 20,350 1,000 490 0.04% _ 0.02% 0.001%
21,350 - - 20,350 1,000 490 0.04%  0.02%
Leather & Tanneries
Service Industries Limited 7,460 - 7,460 - - 0.00% _ 0.00%
7,460 - - 7,460 - - 0.00%  0.00%
Oil & Gas Exploraton Companies
Mari Petroleum Company Limited 18,360 - - 3,000 15,360 23,135 1.66%  0.94% 0.014%
Oil & Gas Development Company Limited 233,300 - - 145,000 88,300 13,741 0.98%  0.56% 0.002%
Pakistan Oilfields Limited 39,400 - - 39,400 - - 0.00%  0.00% -
Pakistan Petroleum Limited 183,400 - - 141,000 42,400 9,112 0.65%  0.37% 0.002%
474,460 - - 328,400 146,060 45,988 3.30% 1.86%
Oil & Gas Marketng Companies
Hascol Petroleum Limited 62,200 15,000 - 67,200 10,000 3,138 0.22%  0.13% 0.007%
Pakistan State Oil Company Limited 62,000 6,980 60,600 8,380 2,667 0.19%  0.11% 0.003%
Sui Northern Gas Pipeline Limited 207,500 17,000 - 206,500 18,000 1,804 0.13%  0.07% 0.003%
331,700 38,980 - 334,300 36,380 7,609 0.55%  0.31%
Fertlizer
Engro Corporaton Limited 141,700 11,000 - 46,000 106,700 33,489 2.40%  1.36% 0.020%
Engro Fertlizers Limited 394,000 - - 110,000 284,000 21,274 1.52%  0.86% 0.021%
535,700 11,000 - 156,000 390,700 54,763 3.92%  2.22%
3.796.730 203.342 - 3.095.560 904,512 161,202 12.55% _ 7.53%
Carrying value as at June 30, 2018 169,871
6.1.2 This includes gross bonus shares as per Fund’s enttlement declared by the investee company. Finance Act, 2014

has brought amendments in the Income Tax Ordinance, 2001 whereby the bonus shares received by the
shareholder are to be treated as income and a tax at the rate of 5 percent is to be applied on value of bonus shares
determined on the basis of day end price on the first day of closure of books. The tax is to be collected at source by
the investee company which shall be considered as final discharge of tax liability on such income. However, the
Management Company of the Fund jointly with other asset management companies and Mutual Fund Associaton
of Pakistan, has filed a petton in Honorable Sindh High Court to declare the amendments brought in Income Tax
Ordinance, 2001 with reference to tax on bonus shares for collectve investment schemes as null and void and not
applicable on the funds based on the premise of exempton given to mutual funds under clause 99 of Part | of the
Second Schedule to the Income Tax Ordinance, 2001. The Honorable Sindh High Court has granted stay order tl|
the final outcome of the case. However, the investee companies have withheld the share equivalent to 5% of bonus
announcement of the Fund having aggregate fair market value of Rs. 0.3436 million at June 30, 2018 (June 30,
2017: Rs. 0.067 million) and not yet deposited on CDC account of department of Income tax. Management is of the
view that the decision will be in the favor and accordingly has recorded the bonus shares on gross basis at fair value
in its investments at year end.
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6.2 Fair value through profit and loss - Held-for-trading
6.2.1 Listed equity securites

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

Market
------------------------------ e LT —— ’l‘/'arkEtt value as a Par vaIL:e as ﬁ‘f
value as a 1t f percentage O
Name of the Investee Company June 30, pereentage o issued capital of
As at Purghases Bqnus / sales As at 2018 Total Net the investee
Jg|0y117’ dur;ggrthe Tslg:f: during the year Ju;oelfx;;o, (Rupees in'000) [ Investments | Assets company
TEXTILE COMPOSITE
Nishat Mills Limited - 167,000 - - 167,000 23534 1.69%  0.95% 0.047%
- 167,000 - - 167,000 23,534 1.69%  0.95%
CEMENT
D G Khan Cement Company Limited - 274,000 - 201,900 72,100 8,255 0.59%  0.33% 0.016%
Fauji Cement Company Limited - 765,000 - 765,000 - - - - -
Kohat Cement Limited - 132,000 - 9,000 123,000 15,138 1.08%  0.61% 0.080%
Lucky Cement Limited - 75,900 - 12,150 63,750 32,381 2.32%  1.31% 0.020%
Pioneer Cement Limited - 113,000 - 18,000 95,000 4,452 0.32% 0.18% 0.042%
1,359,900 - 1,006,050 353,850 60,226 4.32%  2.44%
POWER GENERATION & DISTRIBUTION
Hub Power Company Limited - 258,200 - - 258,200 23,796 1.71% 0.96% 0.022%
K- Electric Limited - 2,931,500 - 310,500 2,621,000 14,887 1.07% 0.60% 0.009%
3,189,700 - 310,500 2,879,200 38,683 2.77% 1.57%
ENGINEERING
Aisha Steel Mills Limited - 266,000 - 30,000 236,000 3,722 0.27% 0.15% 0.028%
Amreli Steels Limited - 260,300 - 149,000 111,300 7,852 0.56% 0.32% 0.037%
Internatonal Industries Limited - 79,300 - 46,500 32,800 7,619 0.55%  0.31% 0.027%
Mughal iron and steel industries limited - 182,000 - 61,500 120,500 7,882 0.56%  0.32% 0.048%
Internatonal Steels Limited - 77,500 - - 77,500 7,401 0.53%  0.30% 0.018%
865,100 - 287,000 578,100 34,476 2.47% 1.40%
AUTOMOBILE ASSEMBLER
Millat Tractors Limited - 8,000 - - 8,000 9,504 0.68%  0.38% 0.010%
Pak Suzuki Motor Company Limited - 8,500 - 8,500 - - - - -
16,500 - 8,500 8,000 9,504 0.68% 0.38%
CABLE & ELECTRICAL GOODS
Pak Elektron Limited - 313,000 - 90,000 223,000 7,908 0.57%  0.32% 0.045%
- 313,000 - 90,000 223,000 7,908 057%  0.32%
TRANSPORT
Pakistan Natonal Shipping Corporaton
Limited - 16,000 - 16,000 - - - - -
- 16,000 - 16,000 - - 0.00%  0.00%
PHARMACEUTICALS
AGP Limited - 185,500 - 59,000 126,500 11,232 0.81% 0.45% 0.045%
The Searle Company Limited - 10,000 - - 10,000 3,395 0.24%  0.14% 0.005%
- 195,500 - 59,000 136,500 14,627 1.05%  0.59%
PAPER & BOARD
Packages Limited - 14,000 - - 14,000 6,856 0.49% 0.28% 1.566%
- 14,000 - - 14,000 6,856 0.49% 0.28%
OIL & GAS EXPLORATION COMPANIES
Mari Petroleum Company Limited - 9,880 - - 9,880 14,881 1.07% 0.60% 0.009%
Oil & Gas Development Co Limited - 222,200 - - 222,200 34,579 2.48% 1.40% 0.005%
Pakistan Oilfields Limited - 82,500 - 3,300 79,200 53,206 3.81% 2.15% 0.033%
Pakistan Petroleum Limited - 226,400 - - 226,400 48,653 3.49%  1.97% 0.011%
540,980 - 3,300 537,680 151,319 10.85%  6.13%
OIL & GAS MARKETING COMPANIES
Hascol Petroleum Limited - 22,800 - - 22,800 7,154 0.51%  0.29% 0.016%
Hascol Petroleum Limited - LoR 13,440 13,440 - - - - -
Pakistan State Oil Company Limited - 85,800 - - 85,800 27,311 1.96%  1.11% 0.026%
Sui Northern Gas Pipeline Limited - 171,800 - - 171,800 17,218 1.23% 0.70% 0.027%
293,840 - 13,440 280,400 51,683 3.70% 2.09%
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FERTILIZER

Engro Corporaton Limited - 56,300 - - 56,300 17,670 1.27%  0.72% 0.011%

Engro Fertlizers Limited - 317,500 - - 317,500 23,784 1.70%  0.96% 0.024%
- 373,800 - - 373,800 41,454 2.97% 1.68%

COMMERCIAL BANKS

Meezan Bank Limited - 414,000 - 127,000 287,000 23,454 1.68%  0.95% 0.027%
- 414,000 - 127,000 287,000 23,454 1.68%  0.95%

Chemicals

Engro Polymer & Chemicals Limited - LoR - 160,950 - 19 160,931 1,419 0.10%  0.06% 0.066%

Engro Polymer & Chemicals Limited - 900,000 - 355,000 545,000 17,091 1.22%  0.69% 0.082%
- 1,060,950 - 355,019 705,931 18,510 1.33% 0.75%

AUTOMOBILE PARTS & ACCESSORIES

Thal Limited (Rs. 5 per share) - 56,800 - 6,600 50,200 23,972 1.72%  0.97% 0.062%
- 56,800 - 6,600 50,200 23,972 1.72%  0.97%

TECHNOLOGY & COMMUNICATION

Systems Limited - 90,000 - 15,500 74,500 7,541 0.54%  0.31% 0.067%
- 90,000 - 15,500 74,500 7,541 054%  0.31%

GLASS & CERAMICS

Shabbir Tiles & Ceramics Limited - 262,000 - - 262,000 5,518 0.40%  0.22% 0.160%
- 262,000 - - 262,000 5,518 0.40%  0.22%

Total as at June 30, 2018 - 9,229,070 - 2,297,909 6,931,161 519,265 37.90% 21.41%

Carrying value as at June 30, 2018 522,856

6.3 The above investments include shares with market value aggregatng to Rs. 61.683 million (June 30, 2017: Rs.

67.809 million) which have been pledged with the Natonal Clearing Company of Pakistan Limited (NCCPL) as
collateral for guaranteeing settlement of the fund's trades in accordance with Circular No. 11 dated October 23,
2007 issued by the SECP.

6.4 Government of Pakistan - ljarah sukuk Varket Viarket val
) arke arket value asa
Issue Date Number of certficates value asat percentage of
Asat Purchases Sales Asat Jugglséo, Total Net
July1, duringthe duringthe June 30, Investments Asets
2017 year year 2018
June 30, 2017 - 3,000 3,000 - - - -
- 3,000 3,000 - - - -
Cost of investments at June 30, 2018 -
6.4.1 This ljarah sukuks carry mark-up at the rate of 5.24% p.a. respectvely.
6.5 Listed Sukuk's certficates- Available-for-sale
) Market Market value asa
Number of certficates value asat percentage of
Name of the Investee Company Asat  Purchases Sales Asat Ju;glgo’ Total Net
Julyl,  duringthe during the June 30, Investments Assets
2017 year year 2018
Fatma Fertlizer Company Limited 11,791 - 9,791 2,000 7,112 0.51% 0.29%
Dubai Islamic Bank Limited - 271 156 115 117,151 8.40% 4.74%
11,791 271 9,947 2,115 124,263 8.91% 5.03%

Cost of investments at June 30, 2018 122,000
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6.6 Listed Sukuk's certficates - Held-for-trading
Name of the Investee Company
) Market Market value asa
Number of certficates value asat percentage of
Asat Purchases Sales Asat Juggligo, Total Net
July1, duringthe duringthe June 30, Investments Asets
2017 year year 2018
Dubai Islamic Bank Limited - 50 41 9 9,168 0.66% 0.37%
Dawood Hercules Corporaton Limited* - 4,020 - 4,020 402,533 28.85% 16.30%
AGP Limited - 1,100 730 370 29,911 2.14% 1.21%
K-Electric Limited - 30,800 2,800 28,000 113,531 8.14% 4.60%
Engro Fertlizer Limited - 13,350 - 13,350 35,394 2.54% 1.43%
49,320 3,571 45749 590,537 42.32% 23.91%
Cost of investments at June 30, 2018 590,077
*Related Party due to common Directorship
6.7 Significant terms and conditons of Sukuks certficates outstanding as at June 30, 2018 are:
Remaining
Name of security principal ~ Mark-up rate (per annum) Issue date  Maturity date
(per TFC)
Sukuks certficates - Listed
Fatma Fertlizer Company Limited 3,500 6 month KIBOR +1.10 % 28-Nov-16 28-Nov-2021
Dubai Islamic Bank Limited 1,000,000 6 month KIBOR + 0.50 % 14-Jul-17 14-jul-27
Dawood Hercules Corporaton Limited* 100,000 3 month KIBOR + 1.00 % 16-Nov-17 16-Nov-22
Dawood Hercules Corporaton Limited* 100,000 3 month KIBOR + 1.00 % 1-Mar-18 1-Mar-23
AGP Limited 80,000 3 month KIBOR +1.30 % 9-Jun-17 9-Jun-22
K-Electric Limited 4,000 3 month KIBOR + 1.00 % 17-Jun-15 17-Jun-2022
Engro Fertlizer Limited 2,625 6 month KIBOR + 1.75 % 9-Jul-14 9-Jul-2019
*Related Party due to common Directorship
6.8 Net unrealised diminuton / appreciaton on re-measurement of investments
classified as available for sale
2018 2017
Note e (Rupees in '000)----------
Market value of investments 6.1,6.4&6.5 285,465 740,627
Cost of investments _ 6.1,6.4&6.5 291,871 716,931
Provision against equity securites 6.8.1 (14,703) (3,388)
277,168 713,543
8,297 27,084
6.8.1 Movement in impairment against equity securites
Opening balance 3,388 -
Add: Charge for the year 82,250 3,388
Less: Reversal (70,935) -
Closing balance 14,703 3,388
7. DIVIDEND RECEIVABLE AND ACCRUED MARK-UP
Dividend receivable o 1,876 2,287
Mark-up accrued on deposits with banks _ 6,053 8,070
Mark-up accrued on Term Finance Certficate - Listed 7.1 8,855 358
16,784 10,715
7.1 This includes Rs. 3.168 million (2017: Nil) receivable from Dawood Hercules Corporaton Limited, which is a related

party due to common directorship.
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8.1

10.

10.1

10.2

10.3

10.4

PRELIMINARY EXPENSES AND FLOATATION COSTS

Opening balance 758 974
Less: amortsed during the year (233) (216)
Closing balance 525 758

Preliminary expenses and floataton costs represent expenditure incurred prior to the commencement of
operatons of the Fund and are being amortsed over a period of five years commencing from the end of the
inital o ering period as per the requirements set out in the Trust Deed of the Fund and NBFC regulatons.

2018 2017
ADVANCES, DEPOSITS, PREPAYMENTSAND == (Rupees in '000)----------
OTHER RECEIVABLES
Security deposit with Natonal Clearing Company of Pakistan Limited 2,500 2,500
Security deposit with Central Depository Company of Pakistan Limited 100 100
Advance against TFCs 1,605 -
4,205 2,600
2018 2017
PAYABLE TO THE MANAGEMENT COMMPANY Note e (Rupees in '000)----------
Management fee 10.1 3,329 2,889
Sindh Sales Tax 10.2 433 375
Allocaton of expenses related to registrar services,
accountng, operaton and valuaton services 10.3& 16 222 192
Charging of selling and marketng expenses 104 5,632 2,657
Sales load payable 49 -
9,665 6,113

Under the provisions of the Non-Banking Finance Companies & Notfied Enttes Regulatons 2008, the
Management Company of the Fund is enttled to a remuneraton during the first five years of the Fund, of an
amount not exceeding three percent of the average annual net assets of the Fund and thereafer of an amount
equal to two percent of such assets of the Fund. The Management Company has charged its remuneraton at the
rate of 1.5 percent per annum for the current year.

The Sindh Provincial Government has levied Sindh Sales Tax (SST) at the rate of 13 percent (June 30, 2017: 13
percent) on the remuneraton of management company through Sindh Sales Tax on Services Act, 2011.

As per Regulaton 60(3)(s) of the amended NBFC Regulatons dated November 25, 2015, fee and expenses
pertaining to registrar services, accountng, operaton and valuaton services related to a Collectve Investment
Scheme (CIS) are chargeable to the CIS, maximum upto 0.1 percent of the average annual net assets or the actual
cost whichever is lower. Further, the shariah advisory fee can also be charged to the Fund. Accordingly, the
Management Company has charged aforementoned expenses to the extent of 0.1 percent of the average annual
net assets, being lower amount, to the Fund during the year.

SECP vide its circular No.SCD/PRDD/Circular/361/2016 dated December 30, 2016 prescribed certain conditons on
Asset Management Companies (AMCs) for charging of selling and marketng expenses to collectve investment
schemes managed by them. According to said circular, the selling and marketng expenses have been allowed
initally for a period of three years (from January 01, 2017 tll December 31, 2019) being chargeable to open end
equity, asset allocaton and index funds. Maximum cap on the expenses has been set at 0.4% per annum of net
assets of fund or actual expenses, whichever being lower. The Fund has started accruing expense on this account
at 0.4% per annum of net assets of the Fund e ectve from March 21, 2017.
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11.

111

12.

121

13.

131

13.2

2018 2017
PAYABLE TO THE TRUSTEE Note e (Rupees in '000)----------
Trustee's remuneraton 111 304 275
Sindh Sales Tax 40 36

344 310

The Trustee is enttled to a monthly remuneraton for services rendered to the Fund under the provisions of the
Trust Deed as per the tari specified there in, based on the daily Net Asset Value (NAV) of the Fund.

Tari Structure :

The trustee Remuneraton shall consist of reimbursement of actual custodial expenses/ charges plus the following
tari :

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

Up to Rs. 1,000 million Rs. 0.7 million or 0.2% p.a. of NAV
whichever is higher

On an amount exceeding Rs. 1,000

million Up to Rs. 10,000 million Rs. 2 million plus 0.1% p.a. of NAV,
exceeding Rs. 1,000 million

PAYABLE TO SECURITIES AND EXCHANGE 2018 et
COMMISSION OF PAKISTAN Note - (Rupees in '000)----------
Annual fee 12.1 2,568 1,344

Under the provisions of the Non Banking Finance Companies & Notfied Enttes Regulatons, 2008, a collectve
investment scheme categorised as Shariah Complaint Asset Allocaton scheme is required to pay as annual fee to
the SECP, an amount equal to 0.095% of the average annual net assets of the scheme. The Fund has been
categorised as a balanced scheme by the Management Company.

2018 2017

ACCRUED EXPENSES AND OTHER LIABILITIES Note - (Rupees in ‘000)----------
Auditors' remuneraton payable 303 300
Charity payable 13.1 2,449 103
Federal Excise Duty 13.2 1,063 1,063
Withholding tax payable 13 22,100
Advance received against sale of units - 5
Payable to brokers 202 685
Provision for Sindh Workers' Welfare Fund 13.3 4,667 4,508
Dividend payable - 459
Payable to NCCPL 35 -
Payable to Shariah advisor 18 33
Other payable 152 104
Sales load payable to related party 635 12,984

9,537 42,344

This represents amount atributable to income earned from shariah non-compliant avenues, earmarked for
onward distributon as charity in accordance with the instructons of the Shariah Advisor.

As per the requirement of the Finance Act, 2013, Federal Excise Duty (FED) at the rate of 16 percent on the
remuneraton of the Management Company has been applied e ectve from June 13, 2013. The Management
Company is of the view that since the remuneraton is already subject to the provincial sales tax, further levy of FED
may result in double taxaton, which does not appear to be the spirit of the law, hence, a petton was collectvely
filed by the Mutual Fund Associaton of Pakistan (MUFAP) with the Sindh High Court (SHC) on September 04, 2013
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While disposing the above petton through order dated June 30, 2016, the SHC declared the said provisions to be
ultra vires and as a result no FED is payable with e ect from July 01, 2011. However, the tax authorites
subsequently filed appeal against the decision of the SHC in the Supreme Court of Pakistan, which is pending for
the decision.

Further, the Finance Act 2016, also introduced an amendment to the Federal Excise Act, 2015 whereby FED was
withdrawn on services of di erent industries including Non-Banking Financial Insttutons, which are already
subject to provisional sales tax.

However, since the appeal is pending in Supreme Court of Pakistan, the Management Company has made a
provision on FED on remuneraton of the Management Company since launch of the fund, aggregatng to Rs. 1.063
million . Had the provision not been made, the Net Asset Value per unit as on June 30, 2018 would have been
higher by Rs. 0.0451 (June 30, 2017 : Rs. 0.0428)

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

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

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

Further, the Secretary (Income Tax Policy) Federal Board of Revenue (FBR) issued a leter dated October 6, 2010 to
the Members (Domestc Operaton) North and South FBR. In the leter, reference was made to the clarificaton
issued by the Ministry statng that mutual funds are a product and their income are exempted under the law ibid.
The Secretary (Income Tax Policy) Federal Board of Revenue directed that the Ministry’s leter may be circulated
amongst field formatons for necessary acton. Following the issuance of FBR Leter, show cause notce which had
been issued by taxaton o ce to certain mutual funds for payment of levy under WWF were withdrawn. However,
the Secretary (Income Tax Policy) Federal Board of Revenue vide leter January 4, 2011 has cancelled ab-inito
clarificatory leter dated October 6, 2010 on applicability of WWF on mutual funds and issued show cause notces
to certain mutual funds for collectng WWF. In respect of such show cause notces, certain mutual funds have been
granted stay by Honorable High Court of Sindh on the basis of the pending consttutonal petton in the said court
as referred above.

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

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

However, in the current year, the Supreme Court of Pakistan (SCP) passed a judgment on November 10, 2016,
deciding that amendments made through the Finance Acts through which WWF was levied are unlawful, as such
are not in nature of tax; therefore, it could not be introduced through the money bill. However, the Federal Board
of Revenue has filed a review petton in the SCP against the said judgment, which is pending for hearing in the SCP.
The Government of Sindh introduced levy of the Sindh Workers’ Welfare Fund (SWWF) through the Sindh Workers’
Welfare Act, 2014, which was enacted with e ect from May 21, 2015. The Mutual Fund Associaton of Pakistan
(MUFAP), in the previous years based on opinion obtained from the tax consultants, concluded that SWWF is not

applicable on mutual funds. MUFAP also wrote to the Sindh Revenue Board (SRB) that mutual funds are not
establishments and are pass through vehicles; therefore, they do not have any worker and, as a result, no SWWF is
payable by them. SRB responded back that as mutual funds are included in definiton of financial insttutons in the
Financial Insttutons (Recovery of Finance) Ordinance, 2001, thus SWWF is payable by them. MUFAP has taken up
the mater with Sindh Finance Ministry for appropriate resoluton of the mater.
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However, the Management Company decided that as an abundant cauton, provision for SWWF should be
recognized from date of establishment of the Fund i.e. January 11, 2016. The decision of the Management
Company to record provision for SWWF was later confirmed by MUFAP in its Extra Ordinary General Meetng held
on January 11, 2017. Thereafer, the provision for SWWF is being made on a daily basis with e ect from date of
establishment of the Fund.

The Fund has recognised provision for SWWF amountng to Rs. 4.667 million in these financial statements. Had the
provision not being made, the net asset value per unit as at June 30, 2018 would have been higher by Rs. 0.20
(2017: Rs. 0.18) per unit.

2018 2017

14, MARK-UP / RETURN ON INVESTMENTS  meeeeeeee (Rupees in '000)----------

Privately placed sukuk certficates - 2,117

GoP ljarah sukuk 72 11,542

Term Finance Certficate - Listed 34,431 1,842

34,503 15,501

15. MARK-UP ON DEPOSITS WITH BANKS

Mark-up on savings accounts 89,258 41,420
16. CONTINGENCIES AND COMMITMENTS

There are no contngencies and commitments outstanding as at June 30, 2017 and June 30, 2018, except those
noted in note 31.

2018 2017
17. NUMBEROFUNITSINISSUE = Number of Units ---------
Total units in issue at the beginning of the year 24,842,911 13,164,371
Units issued 8,461,061 27,614,795
Units redeemed (9,733,825) (15,936,255)
Total units in issue at the end of the year 23,570,147 24,842,911
2018 2017
18. AUDITORS' REMUNERATION (Rupees in '000)----------
Annual audit fee 252 250
Fee for half yearly review 55 55
Review of compliance with the requirements of the
Code of Corporate Governance - 5
Shariah compliance audit fee 5 2
Other certficatons and out of pocket expenses 56 57
368 369
19. TAXATION

The Fund's income is exempt from Income Tax as per clause (99) of part | of the Second Schedule to the Income
Tax Ordinance, 2001 subject to the conditon that not less than 90% of the accountng income for the year as
reduced by capital gains whether realised or unrealised is distributed to the unit holders in cash. The Fund is also
exempt from the provisions of secton 113 (minimum tax) unde r clause 11A of Part IV of the Second Schedule to
the Income Tax Ordinance, 2001. Subsequent to year end on July 4, 2018, Management Company has distributed
cash dividend of atleast 90 percent of the aforementoned accountng income to the unit holders. Accordingly, no
provision for taxaton has been recognised in these financial statements.

20. EARNINGS PER UNIT

Earnings per unit (EPU) has not been disclosed as in the opinion of management determinaton of cumulatve
weighted average number of outstanding units is not practcable.
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Financial
assetsat fair
value .
through Available for Loaps and Total
. sale receivables
profit or loss -
held for
Assets trading
Bank balances - - 1,072,554 1,072,554
Investments 1,109,802 285,465 - 1,395,267
Dividend receivable and accrued mark-up - - 16,784 16,784
Advances, deposits and other receivables - - 1,605 1,605
Receivable against sale of investment - - 2,338 2,338
1,109,802 285,465 1,093,281 2,488,548
------------- Ason June 30, 2018 ------------
Financial
assetsat fair
value .
through Available for Loa_ns and Total
. sale receivables
profit or loss -
held for
Liabilites trading
Payable to the Management Company - - 9,665 9,665
Payable to the Trustee - - 344 344
Accrued expenses and other liabilites - - 3,794 3,794
Payable against redempton of units - - - -
Payable against purchase of investment - - - -
Unit holders' fund - - 2,469,559 2,469,559
- - 2,483,361 2,483,361
------------- Ason June 30, 2017 ------------
Financial
asetsat fair
value .
through Available for Loa_ns and Total
. sale receivables
profit or loss -
held for
Assets trading
Bank balances - - 1,962,227 1,962,227
Investments - 740,627 - 740,627
Dividend receivable and accrued mark-up - - 10,715 10,715
Advances, deposits and other receivables - - - -
Receivable agianst sale of investment - - - -
- 740,627 1,972,942 2,713,569
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22,

22.1

Financial
asetsat fair
value .
through Available for Loa.ns and Total
. sale receivables
profit or loss -
held for
Liabilites trading
Payable to the Management Company - - 6,113 6,113
Payable to the Trustee - - 310 310
Accrued expenses and other liabilites - - 1,689 1,689
Payable against redempton of units - - 1,177 1,177
Payable against purchase of investment - - 42,321 42,321
Unit holders' fund - - 2,623,318 2,623,318
- - 2,674,928 2,674,928

TRANSACTIONS WITH CONNECTED PERSONS / RELATED PARTIES

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

Transactons with connected persons are in the normal course of business, at contracted rates and terms

determined in accordance with market rates.

Remuneraton payable to Management Company and Trustee is determined in accordance with the provisions of

the NBFC Regulatons and the Trust Deed respectvely.

Details of the transactons with connected persons and balances with them, if not disclosed elsewhere in financial

statements are as follows:

Transactons during the year 2018 2017

HBL Asset Management Limited - Management Company

Management fee 45,820 23,979
Allocaton of Expenses related to registrar services,

accountng, operaton and valuaton services 2,703 1,415
Selling and marketng expenses 10,813 2,657
Habib Bank Limited - Sponsor
Issue of units 4,947,703 (2017 67,086 units) 500,000 7,086
Dividend received from the fund - 7,086
Bank charges paid during the year 41 45
Mark-up earned during the year 1,036 2,508
Mark-up received during the year 1,419 2,308
Central Depository Company of Pakistan Limited - Trustee
Remuneraton 4,185 2,710
CDS charges 97 94
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Al Mizan Foundaton - Connected Person due to
holding more than 10% units

Issue of nil (2017: 4,208,255) units - 471,113
Redempton of 1,927,854 (2017:nil) units 200,000 -
Dividend received from the fund - 28,151

Internatonal Steels Limited - Common directorship

Dividend received - 248

Packages Limited - Common directorship

Dividend received - 524

SIUT Trust - Connected Person due to holding
more than 10% units

Issue of Nil (2017: 2,798,347) units - 314,040
Dividend received from the fund - 18,720
2018 2017

Executves and their relatves

Issue of Nil (2017: 33) units - 3

Dividend received from the fund - 4

Sheikh Khalid Zaheer Siddiqui - Connected
Person due to holding more than 10% units

Issue of 6,083,981 (2017: nil) units 640,288 -

Redempton of 6,158,434 (2017: nil) units. 648,166 -

HBL Islamic Income Fund

Sale of sukkuks 96 (2017: nil) units. 96,000 -

22.2 Amounts outstanding as at year end

HBL Asset Management Limited - Management Company

Management fee 3,329 2,889
Sindh Sales Tax 433 375
Allocaton of Expenses related to registrar services,

accountng, operaton and valuaton services 222 192
Charging of selling and marketng expenses 5,632 2,657
Sales load payable 49 -

Habib Bank Limited - Sponsor
Investment held in the Fund 6,022,636: (2017: 1,074,932) units 631,020 113,508
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Bank balances 9,819 501,362
Mark-up receivable on deposits with banks 24 299
Sales load payable 635 12,984
HBL Asset Management Limited Employee Graduity Fund-
Management Company
Investment held in the Fund 4,508: (2017: 4,508) units 473 472
HBL Asset Management Limited Employee Provident Fund-
Management Company
Investment held in the Fund 13,014: (2017: 13,014) units 1,364 1,367
Central Depository Company of Pakistan Limited - Trustee
Remuneraton payable 304 275
Sindh Sales Tax 40 36
Security deposit 100 100
Al Mizan Foundaton - Connected Person due to

holding more than 10% units
Investment held in the Fund 2,280,401 (2017: 4,208,254) units 238,929 444,373
SIUT Trust - Connected Person due to holding

more than 10% units
Investment held in the Fund 2,798,346 (2017: 2,798,346) units 293,196 295,493
Executves of the Management Company and their relatves
Investment held in the Fund : nil (2017: 584) units - 62
Sheikh Khalid Zaheer Siddiqui - Connected Person due

to holding more than 10% units
Investment held in the Fund 3,004,765 (2017: 3,079,216) units 314,824 323,370

23. PARTICULARS OF INVESTMENT COMMITTEE AND FUND MANAGER
Details of members of the investment commitee of the Fund are as follow:
Name Designaton Qualificaton Experience in
years

1 Mr. Farid Ahmed Chief Executve O cer CFA, MBA 25+
2 Muhammad Imran Chief Investment O cer MBA (Finance) 18+
3 Jawad Naeem Specialist - Equity MBA, CFA Level 1 10+
4 Adeel Abdul Wahab Specialist - Equity ACCA 10+
5 Faizan Saleem Head of Fixed Income MBA - Finance 10+
6 Noman Ameer Manager Risk MBA - Finance 11+
7 Sateesh Balani Head of Research MBA, CFA 7+
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24. LIST OF TOP TEN BROKERS / DEALERS BY PERCENTAGE OF COMMISSION PAID / PAYABLE
Top ten brokers during the year ended June 30, 2018

Summit Capital (Private) Limited
AL Falah Securites (Private) Limited
Intermarket Securites (Private) Limited
BIPL Securites (Private) Limited
IGI Finex Securites (Private) Limited
DJM Securites (Private) Limited
AL Habib Capital Markets (Private) Limited
Topline Securites (Private) Limited
AKD Securites (Private) Limited

0 Aba Ali Habib Securites (Private) Limited

POO~NOOITRAWN -

Top ten brokers during the year ended June 30, 2017

1 Habib Metropolitan Financial Services Limited
2 Optmus Capital Management (Private) Limited
3 Invest & Finance Securites Limited
4 Taurus Securites Limited
5 Next Capital Limited
6 Al Habib Capital Markets (Private) Limited
7 Topline Securites (Private) Limited
8 BMA Capital Management Ltd.
9 Standard Capital Securites (Private) Limited
10 IGI Finex Securites Limited
25. PATTERN OF UNIT HOLDING 2018
Number of Number of Investment Percentage
unit holders units held amount investment
(Rupees in '000)
Individuals 335 10,432,324 1,093,045 44.26%
Retrement Funds 2 51,597 5,406 0.22%
Trust 4 5,197,305 544,547 22.05%
Banks 1 6,022,636 631,020 25.55%
Others 5 1,866,285 195,541 7.92%
347 23,570,147 2,469,559 100.00%
2017
Number of Number of Investment Percentage
unit holders units held amount investment
(Rupees in '000)
Individuals 448 14,312,007 1,511,295 57.61%
Associated Companies and Directors 1 1,074,932 113,509 4.33%
Retrement Funds 2 17,522 1,850 0.07%
Trust 6 7,163,443 756,432 28.83%
Banks 1 208,879 22,057 0.84%
Others 3 2,066,128 218,175 8.32%
461 24,842,911 2,623,318 100.00%
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26.

27.

27.1

27.1.1

27.1.2

ATTENDANCE AT MEETINGS OF BOARD OF DIRECTORS

Five meetngs of the Board of Directors were held on August 25, 2017, October 27, 2017, November 23, 2017,
February 26, 2018 and April 23, 2018 respectvely. Informaton in respect of the atendance by the Directors in the
meetngs is given below:

Number of meetngs
Held Atended Leave

S.No. Name of Director Meetngsnot atended

Mr. Agha Sher Shah 1
Mr. Farid Ahmed Khan
Ms. Ava A. Cowasjee

Mr. Rayomond H. Kotwal

2
5 -
5 November 23, 2017 & April 23, 2018
5

Mr. Rizwan Haider 5
1
2
4
3
3

October 27,2017
Mr. Shabbir Hussain Hashmi 2
Mr. Shahid Gha ar 3

Mr. Nadeem Abdullah 4

Mr. Towfiq Habib Chinoy 5
Mr. Salahuddin Manzoor 6

February 26,2018

Boo~vwourwnr
WWRRRAIWAN
PR = N

1 Appointed on November 23, 2017
2 Appointed on February 26, 2018
3 Appointed on December 4, 2017
4 Resigned on February 26, 2018

5 Resigned on November 23, 2017
6 Resigned on November 30, 2017

FINANCIAL RISK MANAGEMENT

The Board of Directors of the Management Company has overall responsibility for the establishment and oversight
of the Fund's risk management framework. The Board is also responsible for developing and monitoring the Fund's
risk management policies.

The Fund's risk management policies are established to identfy and analyse the risks faced by the Fund, to set
appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and
systems are reviewed regularly to reflect changes in market conditons and the Fund's actvites.

The Fund primarily invests in a portolio of shariah compliant equity and shariah compliant money market
investments such as shares of listed companies, government securites and in other money market instruments.
These actvites are exposed to a variety of financial risks: market risk, credit risk and liquidity risk.

Market risk

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

The Management Company manages market risk by monitoring exposure on marketable securites by following the
internal risk management policies and investment guidelines approved by the Investment Commitee and
regulatons laid down by the SECP.

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

Currency risk

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

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate as a result
of changes in market interest rates.
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HBL ISLAMIC ASSET ALLOCATION FUND

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

a) Cash flow interest rate risk

The Fund's interest rate risk arises from the balances in savings accounts and Investment in Sukuks.During
the year, the net income would have increased / (decreased) by Rs. 17.87 million (2017: Rs. 20.18 million),
had the interest rates would have increased / (decreased) by 100 basis points.

b) Fair value interest rate risk

The Fund does not account for any fixed rate financial assets and liabilites at fair value through profit and
loss account - held for trading. Therefore, a change in interest rates at the reportng date would nota ect net
income for the year.

The compositon of the Fund's investment portolio, KIBOR rates and rates announced by Financial Market
Associaton is expected to change over tme. Therefore, the sensitvity analysis prepared as of June 30, 2017 is
not necessarily indicatve of the e ect on the Fund's net assets and net income due to future movements in
interest rates.

Yield / Interest rate sensitvity positon for on balance sheet financial instruments is based on the earlier of
contractual repricing or maturity date and for o -balance sheet instruments is based on the setlement date.

2018
Exposed to Yield / Interest rate risk
More than Not exposed to
Total Uptothree three months MOre than iy /\eerest
months  anduptoone ~ ON€Year rate risk
year

On-balance sheet financial instruments

) ) (Rupees in '000)
Financial assets

Bank balances 1,072,554 1,072,554 - - -
Investments 1,395,267 - - 714,800 680,467
Dividend receivable and accrued mark-up 16,784 - - - 16,784
Advances, deposits and other receivables 1,605 - - - 1,605
Receivable agianst sale of investment 2,338 - - - 2,338
2,488,548 1,072,554 - 714,800 701,194
Financial liabilites
Payable to the Management Company 9,665 - - - 9,665
Payable to the Trustee 344 - - - 344
Accrued expenses and other liabilites 3,794 - - - 3,794
Payable against redempton of units - - - - -
Payable against purchase of investment - - - - -
Unit holders' fund 2,469,559 - - - 2,469,559
2,483,361 - - - 2,483,361
On-balance sheet gap 5,187 1,072,554 - 714,800 (1,782,167)

O -balance sheet financial instruments - - - - -

O -balance sheet gap - - - - B
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2017
Exposed to Yield / Interest rate risk
More than More th Not exposed to
Total Uptothree three months MOr€ AN o4 /incerest
months  anduptoone ~ One€year rate risk

On-balance sheet financial instruments year
Financial assets (Rupees in '000)
Bank balances 1,962,227 1,962,227 - - -
Investments 740,627 - - 55,443 685,184
Dividend receivable and accrued mark-up 10,715 - - - 10,715
Advances, deposits and other receivables - - - - -
Receivable agianst sale of investment

2,713,569 1,962,227 - 55,443 695,899
Financial liabilites
Payable to the Management Company 5,738 - - - 5,738
Payable to the Trustee 310 - - - 310
Accrued expenses and other liabilites 1,689 - - - 1,689
Payable against redempton of units 1,177 - - - 1,177
Payable against sale of investment 42,321 - - - 42,321
Unit holders' fund 2,623,318 - - - 2,623,318

2,674,553 - - - 2,674,553
On-balance sheet gap 39,016 1,962,227 - 55,443  (1,978,654)

O -balance sheet financial instruments

O -balance sheet gap - - - - .

27.1.3 Price Risk

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

The Fund is exposed to equity securites price risk because of investments held by the Fund and classified on the
Statement of Assets and Liabilites as financial assets 'at fair value through profit or loss held-for-trading' and "avail-
able-for -sale’. To manage its price risk arising from investments in equity securites, the Fund diversifies its porto-
lio within the eligible stocks prescribed in the Trust Deed. The Fund’s consttutve document / regulatons also limit
individual equity securites to no more than 10% of net assets, or issued capital of the investee company, whichever
is lower, and sector exposure limit to 30% of net assets.

In case of 5% increase / decrease in the fair value of the Fund's equity and debt securites in 'fair value through
profit and loss - held-for-trading' catagory, on June 30, 2018, net assets of the Fund would have increased /
decreased by Rs. 55.49 million (2017: Rs. nil million) as a result of gains / losses on equity and debt securites with
corresponding e ect on operatng income reported in 'Income statement'.

In case of 5% increase / decrease in the fair value of the Fund's equity and debt securites in ‘available-for-sale’
catagory onJune 30, 2018, net assets of the Fund would have increased / decreased by Rs. 14.27 million (2017: Rs.
37.03 million) as a result of gains / losses on equity and debt securites, with corresponding e ect on other compre-
hensive income reported in 'Statement of comprehensive income'.

The analysis is based on the assumpton that the equity index had increased / decreased by 5% with all other
variables held constant and all the Fund's equity instruments moved according to the historical correlaton with the
index. This represents management's best estmate of a reasonable possible shif in the KMI-30 index, having
regard to the historical volatlity of the index. The compositon of the Fund's investment portolio and the correla-
ton thereof to the KMI index, is expected to change over the tme.
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27.2 Credit risk

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

The Fund's credit risk is primarily atributable to its investment in debt securites and government securites,
balances with banks and advances, deposits and other receivables. The credit risk of the Fund is limited as the
investments are made and balances are maintained with counter partes that are financial insttutons with reason-
ably high credit ratngs. Risk atributable to investment in government securites is limited as these are guaranteed
by the Federal Government.

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

The maximum exposure to credit risk before considering any collateral as at June 30, 2018 is the carrying amount
of the financial assets.

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

Balances held by the Latestavailable

Name of bank published ratng as Ratng agency
Fund as at June 30,2018 at June 30, 2018

Habib Bank Limited 9,660 AAA JCR-VIS
Dubai Islamic Bank Limited 606,921 AA- JCR-VIS
Bank Islami Pakistan Limited 41,072 A+ PACRA
Bank Al Habib Limited 414,216 AA+ PACRA
Askari Bank Limited 280 AA+ PACRA
Soneri Bank Limited 377 AA- PACRA
AlBaraka Bank Pakistan Limited 10 A JCR-VIS
Summit Bank Limited 10 A- JCR-VIS
Allied Bank Limited 8 AA+ PACRA

1,072,554
Investment in Sukuks 714,800

Latest available
Balances held by the :
Name of bank published ratng as Ratng agency
Fund as at June 30,2017 at June 30, 2017

Habib Bank Limited 501,362 AAA JCR-VIS
Dubai Islamic Bank Limited 415,185 A+ JCR-VIS
Bank Islami Pakistan Limited 104,501 A+ PACRA
Bank Al Habib Limited 205 AA+ PACRA
Askari Bank Limited 1,469 AA+ PACRA
Soneri Bank Limited 939,505 AA- PACRA

1,962,227
Investment in Sukuks 55,443

Concentraton of credit risk

Concentraton of credit risk exists when changes in economic or industry factors similarly a ect groups of counter-
partes whose aggregate credit exposure is significant in relaton to the Fund’s total credit exposure. The Fund’s
portolio of financial instruments is broadly diversified and transactons are entered into with diverse creditworthy
counterpartes thereby mitgatng any significant concentratons of credit risk.
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27.3 Liquidity risk

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

The Fund is exposed to daily cash redemptons of units. The Management Company manages the liquidity risk by
monitoring maturites of financial assets and financial liabilites and investng a major porton of the Fund's assets
in highly liquid financial assets.

In order to manage the Fund's overall liquidity, the Fund may also withhold daily redempton requests in excess of
ten percent of the units in issue and such requests would be treated as redempton request qualifying for being
processed on the next business day. Such procedure would contnue untl the outstanding redempton requests
come down to a level below ten percent of the units then in issue. The Fund did not withhold any redemptons
during the year.

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

2018
Total Upto three Over three Over one
months monthsand year

upto one year
Financial liabilites (excluding unit holders' fund)

Payable to the Management Company 9,665 9,665 - -
Payable to the Trustee 344 344 - -
Accrued expenses and other liabilites 3,794 3,794 - -

Payable against redempton of units
Payable against purchase of investment - - - -

13,803 13,803 - -
Unit holder's fund 2,469,559 2,469,559 - -
2017
Total Upto three Over three Over one
months monthsand year

upto one year

Financial liabilites (excluding unit holders' fund)

Payable to the Management Company 6,113 6,113 - -
Payable to the Trustee 310 310 - -
Accrued expenses and other liabilites 1,689 1,689 - -
Payable against redempton of units 1,177 1,177 - -
Payable against purchase of investment 42,321 42,321 - -

51,611 51,611 - -
Unit holder's fund 2,623,318 2,623,318 - -
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28. UNITS HOLDERS' FUND RISK MANAGEMENT

The units holders' fund is represented by redeemable units. These units are enttled to distributons and to
payment of a proportonate share, based on the Fund's net asset value per unit on the redempton date. The
relevant movements are shown on the statement of movement in unit holders' fund.

The Fund has no restrictons on the redempton of units. There is no specific capital requirement which is applica-
ble on the Fund.

The Fund's objectves when managing unit holders' funds are to safeguard its ability to contnue as a going concern
so that it can contnue to provide returns to unit holders and to maintain a strong base of assets under manage-
ment.

In accordance with the risk management policies, the Fund endeavours to invest the subscriptons received in
appropriate investments while maintaining su  cient liquidity to meet redemptons, such liquidity being augment-
ed by short-term borrowing arrangements (which can be entered if necessary) or disposal of investments where
necessary.

29. FAIR VALUE AND CATEGORIES OF FINANCIAL INSTRUMENTS

Fair value is the price that would be received to sell an asset or paid or transfer a liability in an orderly transacton
between market partcipants and measurement date. Consequently, di erences can arise between carrying values
and the fair value estmates.

Underlying the definiton of fair value is the presumpton that the Fund is a going concern without any intenton or
requirement to curtail materially the scale of its operatons or to undertake a transacton on adverse terms.

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

A financial instrument is regarded as quoted in an actve market if quoted prices are readily and regularly available
from an exchange, dealer, broker, industry group, pricing service, or regulatory agency, and those prices represent
actual and regularly occurring market transactons on an arm’s length basis.

IFRS 13, 'Fair Value Measurements' requires the Fund to classify fair value measurements using a fair value hierar-
chy that reflects the significance of the inputs used in making the measurements. The fair value hierarchy has the
following levels:

- Quoted prices (unadjusted) in actve markets for identcal assets or liabilites (level 1).

- Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly
(that is, as prices) or indirectly (that is, derived from prices) (level 2).

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

The following table shows the carrying amounts and fair values of financial assets and financial liabilites, including
their levels in the fair value hierarchy :
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On-balance sheet financial instruments
Financial assets measured at fair value
Investments

- Listed equity securites

- Listed Sukuk's Certficates

Financial assets not measured at fair value
Bank balances

Dividend receivable and accrued mark-up
Advances, deposits and other receivables
Receivable agianst sale of investment

Financial liabilites not measured at fair value

Payable to the Management Company
Payable to the Trustee

Accrued expenses and other liabilites
Payable against redempton of units
Payable against purchase of investment
Unit holders' fund

On-balance sheet financial instruments

Financial assets measured at fair value
Investments

- Listed equity securites

- Listed Sukuk's Certficates

Financial assets not measured at fair value

Bank balances

Dividend receivable and accrued mark-up
Advances, deposits and other receivables
Receivable agianst sale of investment

Financial liabilites not measured
at fair value

Payable to the Management Company
Payable to the Trustee

Accrued expenses and other liabilites
Payable against redempton of units
Payable against purchase of investment
Unit holders' fund

June 30, 2018

Carrying amount Fair Value
Fair value  Available- Loans and Other Total Levell Level2 Level3 Total
Not through profit for-sale receivables financial
O " or loss - held assets /
for trading liabilites
—————————— (Rupees in '000)----------
519,265 161,202 - - 680,467 680,467 680,467
590,537 124,263 - - 714,800 714,800 714,800
1,109,802 285,465 - - 1,395,267 680,467 714,800 1,395,267
29.1
1,072,554 - 1,072,554
16,784 - 16,784
1,605 - 1,605
2,338 - 2,338
1,093,281 - 1,093,281
29.1
- 9,665 9,665
- 344 344
- 3,794 3,794
- 2,469,559 2,469,559
- 2,483,361 2,483,361
June 30, 2017
Carrying amount Fair Value
Fair value  Available- Loans and Other  Total Level1 Level2 Level3 Total
through profit for-sale receivables financial
Note o1 joss - held assets /
for trading liabilites
———————— (Rupees in '000)----------
685,184 - - 685,184 685,184 685,184
55,443 - - 55,443 - 55,443 55,443
740,627 - - 740,627 685,184 55,443 740,627
29.1
1,962,227 - 1,962,227
10,715 - 10,715
1,972,942 - 1,972,942
29.1
- 6,113 6,113
- 310 310
- 1,689 1,689
- 1,177 1,177
- 42321 42,321

- 2,623,318 2,623,318

- 2,674,928 2,674,928
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FUND MANAGER’S REPORT —

HBL ISLAMIC STOCK FUND
As at June 30, 2

Type and Category of Fund
Open end Equity Fund
Investment Objectve and Accomplishment of Objectve

The investment objectve of the Fund is to achieve long term capital growth by investng mainly in Shariah Complaint equity
securites.

Benchmark and Performance Comparison with Benchmark
The Fund’s benchmark is KMI-30 Index.

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

Month | Benchmark Return of Fund HISF vs Benchmark

Jun -18 -2.63% -1.45% ] Sy Y e

May - 18 -5.25% -3.78%

Apr -18 0.05% 0.10% 5 o

Mar - 18 5.31% 3.97%

Feb -18 -2.02% -2.69% 0.00%

Jan -18 8.74% 8.30%

Dec -17 0.76% -0.37% b

Nov -17 1.19% 0.74% oy

Oct -17 -5.80% -5.28%

Sep -17 2.49% -0.02% 15.00%

Aug -17 -11.94% -11.55% T ® e B R O o oA Gy M R p
17 0.72% ~1.63% 3 2 8 5 8 3 3 % & § 3

Strategies and Policies employed during the Year

During the year under review, the Fund reduced its exposure in equity from 92% of total assets as on June 30, 2017 to 78% of
total assets as on June 2018. Furthermore, sector wise allocaton was contnuously reviewed and revisited throughout the
year to ensure optmum return to the investors. Accordingly, exposure in Oil & Gas Marketng, Cement and Engineering was
reduced; however exposure in Power Generaton & Distributon, Fertlizers, Oil & gas exploraton companies was increased.

Asset Allocaton

Aszat Allocation June 2018 Asszal Allocation June 2017

v [ i
[

T
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Significant Changes in Asset Allocaton during the Year

Following table shows comparison of sector wise allocaton of equity investments of Fund as on June 30, 2017 and June 30,

2018:
Sector Name As onJun 2018 As onJun 2017
Cash 21.66% 5.88%
Others Including Receivables 0.45% 2.47%
Oil & Gas Exploraton Companies 21.47% 12.17%
Fertlizer 12.41% 7.13%
Oil & Gas Marketng Companies 6.73% 10.89%
Cements 6.59% 17.13%
Power Generaton & Distributon 6.33% 5.43%
Others 24.36% 38.90%
Total 100.00% 100.00%

Fund Performance

The total and net loss of the Fund was Rs. 53.84 million and Rs. 119.08 million respectvely during the year ended June 30,
2018. The Net Asset Value (NAV) of the Fund decreased from Rs. 130.0225 per unit as on June 30, 2017 to Rs. 111.8276 per
unit as on June 30, 2018 giving a negatve return of 13.99% during the year against the benchmark return (KMI 30 Index) of
negatve 9.59%.

Review of Market invested in

Pakistan Equites witnessed a topsy-turvy ride during outgoing year with disappointng foreign flows (afer MSCI upgrade),
politcal uncertainty following the ouster of ex-PM, macroeconomic challenges and ongoing speculaton about the upcoming
general electons.

Pakistan Islamic Equites benchmark (KMI30 Index) fell 7,538 points to close at 71,060 points, reflectng a decline of 10%.
Despite market expectaton of strong foreign inflows following Pakistan’s inclusion in the MSCI Emerging Markets, foreign
investors contnued to remain net sellers and sold stocks of worth USD289mn. Within local investors, insurance companies
and corporates bought equites of USD204mn and USD100mn respectvely while Mutual funds divested equites of USD35mn
during the year. On the politcal front, Ex-Prime Minister Nawaz Sharif was disqualified by Supreme Court in Jul-17 which
further marred investor sentment. Moreover, economic concerns increased due to rising twin deficits followed by stringent
policy measures by policy makers (16% PKR depreciaton and 75bps increase in interest rates).

The Cement sector led the rout in the KMI index, causing atriton of where DGKC and LUCK fell 44% and 37% YoY. Decline in
cements was caused owing to the fears of a price war in the segment as upcoming expansions could lead to an oversupply
situaton partcularly in the Southern region as can be grasped from the poor price performance of DGKC and LUCK. Within
the banking sector, MEBL returned 10% during the outgoing year buoyed by rising interest rate environment which is expected
to lead to margin expansion.

FY18 experienced strong performance from the Oil & Gas Exploraton Companies owing to 66% increase in Internatonal Qil
Prices and 16% PKR depreciaton. The outperformance was led by POL and PPL which increased 58% and 53% against SPLY.

Going forward, we expect Pakistan equites to rebound with restoraton of politcal stability (afer General Electons), gradual
improvement in macroeconomic trends and potental revival of foreign investor interest afer steep PKR depreciaton.
Moreover, we highlight that Pakistan market’s discount to emerging as well as fronter peers has increased to 30% and 28%
against 5-year averages of 25% and 19% respectvely reflectng a good entry point.

Distributon

The Board of Directors approved NIL distributon to the unit holders for the year ended June 30, 2018.
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There were no significant changes in the state of a airs during the year under review.

Significant Changes in the State of A airs

Breakdown of Unit Holding by Size

From — To No. of Unit Holders Total No. of Units Held
(No. of units)
1 - 100 105 3,873
101 - 500 52 12,591
501 - 1,000 26 20,610
1,001 - 10,000 92 328,190
10,001 - 100,000 22 627,426
100,001 - 500,000 6 1,537,157
500,001 - 1,000,000 3 2,393,100
1,000,001 - 5,000,000 1 1,294,097
5,000,001 and above 2 16,513,851
Total 309 22,730,895
Unit Splits

There were no unit splits during the year.
Circumstances materially a ectng the Interest of Unit Holders
Investments are subject to market risk.

Sof Commission

The Management Company from tme to tme receives research reports and presentatons from brokerage houses.
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PERFORMANCE TABLE -

HBL ISLAMIC STOCK FUND

2018 2017 2016 2015 2014 2013
Net assets at the period end(Rs'000) 2,541,942 1,043,544 784,634 783,608 778,727 469,721
NET ASSETS VALUE PER UNIT AT 30 JUNE - RUPEES
Redempton 111.8276 130.0225 128.0108 128.2681 131.9066 155.9098
0 er 114.3549 132.9611 131.3964 131.6903 135.4565 160.2604
OFFER / REDEMPTION DURING THE PERIOD - RUPEES
Highest o er price per unit 133.8388 184.8553 137.7412 154.1646 178.2440 165.7097
Lowest 0 er price per unit 103.5161 131.9828 111.9416 126.7402 129.7224 113.4997
Highest redempton price per unit 130.8809 180.7699 134.1921 150.1584 1735728 162.4605
Lowest redempton price per unit 101.2283 129.0659 109.0573 123.4188 126.3228 111.2742
RETURN (%)
Total return -13.99% 24.51% 0.98% 11.63% 30.17% 44.87%
Income distributon 0.00% 29.00% 1.50% 19.00% 38.50% 25.00%
Capital growth -13.99% -4.49% -0.52% -1.37% -8.33% 19.87%
DISTRIBUTION
Final dividend distributaton- Rs - 29.00 1.50 19.00 38.50 25.00
Date of Income Distributon - 22-Jun-17 28-Jun-16 30-Jun-15 27-Jun-14 8-Jul-13
Total dividend distributon for the year/ period - 29.00 1.50 19.00 38.50 25.00
AVERAGE RETURNS (%)
Average annual return 1 year -13.99% 24.51% 0.98% 11.63% 30.17% 44.87%
Average annual return 2 year 3.48% 12.15% - - - -
Average annual return 3 year 2.65% 12.03%
PORTFOLIO COMPOSITION - (%)
Percentage of Total Assets as at 30 June:
Bank Balances 22% 6% 6% 9% 11% 6%
GoP ljarah Sukuks - - - - - -
Placement with Banks and DFIs
Corporate Sukuks - - - - - -
Stock / Equites 78% 92% 93% 90% 68% 93%
Others 0% 2% 1% 1% 21% 1%
Note:

The Launch date of the Fund is May 10, 2011

Disclaimer:
Past performance is not necessarily indicatve of future performance and unit prices and investment returns may go down, as well as up.
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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
HBL ISLAMIC STOCK 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 HBL Islamic Stock
Fund (the Fund) are of the opinion that HBL Asset Management Limited, being the Management
Company of the Fund has in all material respects managed the Fund during the year ended June
30, 2018 in accordance with the provisions of the following:

(i) Limitations imposed on the investment powers of the Management Company under
the constitutive documents of the Fund;

(i1) The pricing, issuance and redemption of units are carried out in accordance with the
requirements of the constitutive documents of the Fund; and

(iii)  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.

Aftab Ahmed Diwan

Chief Executive Officer
Central Depository Company of Pakistan Limited

Karachi, September 18, 2018
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I4 B L ASSET MANAGEMENT LTD.

STATEMENT OF COMPLIANCE WITH THE SHARIAH PRINCIPLES

HBL Islamic Stock Fund (the fund) has fully complied with the Shariah Principles specified in Trust Deed
and in the guideline issued by the Shariah Advisor for its operations, investment and placements made
during the year ended June 30, 2018. This has been duly confirmed by the Shariah Advisor of the Fund.

Faamed Khan

Chief Executive Officer
Dated: August 31, 2018

HBL Asset Managment Limited
Head O ce

7th Floor

Emerald Tower

G-19 Block-5,

Main Clifton Road,

Clifton, Karachi

UAN (021) 111-425-262

Fax (021) 35168455
www.hblasset.com
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P . Al-Hilal

August 10, 2018

The purpose of this report is to provide an opinion on the Shariah Compliance of the Fund’s investment
and operational activities with respect to Shariah guidelines provided.

It is the core responsibility of the Management Company to operate the Fund and invest the amount of
money in such a manner which is in compliance with the Shariah principles as laid out in the Shariah
guidelines. In the capacity of the Shariah Advisor, our responsibility lies in providing Shariah guidelines
and ensuring compliance with the same by review of activities of the fund. We express our opinion based
on the review of the information, provided by the management company, to an extent where compliance
with the Shariah guidelines can be objectively verified.

Our review of Fund’s activities is limited to enquiries of the personnel of Management Company and
various documents prepared and provided by the management company.

Keeping in view the above; we certify that:

We have reviewed all the investment and operational activities of the fund including all transactions and
found them to comply with the Shariah guidelines. On the basis of information provided by the
management company, all operations of the fund for the year ended June 30, 2018 comply with the
provided Shariah guidelines. Therefore, it is resolved that investments in HBL Islamic Stock Fund (HBL-
ISF) are halal and in accordance with Shariah principles.

May Allah (SWT) bless us and forgive our mistakes and accept our sincere efforts in accomplishment of
cherished tasks and keep us away from sinful acts.

For and on behalf of Shariah Supervisory Council of Al-Hilal Shariah Advisors (Pvt) Limited

7

Faraz Younus Bandukda, CFA

Member Shariah Council ' Chief Executive

Al-Hilal Shariah Advisors (Pvt) Limited

Suile# 619, 6th Floor, Clifton Cenlre, Schon Circle, Block - 5 Clifton,
Karachi, Pakistan. Tel :+92-21-35305931-37, Wab: www.alhilalsa.com
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INDEPENDENT ASSURANCE REPORT TO THE UNITHOLDERS ON THE STATEMENT OF
COMPLIANCE WITH THE SHARIAH PRINCIPLES

We have performed an independent assurance engagement of HBL Istamic Stock Fund (the Fund), to
express an opinlon on the annexed Statement of Compliance with the Shariah Principles (the Statement)
for the year ended June 30, 2018. Our engagement was carried out as required under Trust Deed and
Shariah Principles of the Fund.

Management Company's responsibility

Management Company (HBL Asset Ménagement Limited) of the Fund is responsible for the preparation of
the Statement (the subject matter) and for compliance with the Shariah Principles specified in the Trust
Deed and the guidelines issued by the Shariah Advisor (criteria). This responsibility includes designing,
implementing and maintaining internal control to ensure that operations of the Fund and the investments
made by the Fund are in compliance with the Shariah Principles.

Responsibility of independent assurance providers

Our responsibility is to express our conclusion on the Statement based on our independent assurance
engagement, performed in accordance with the International Standards on Assurance Engagement (ISAE
3000) ‘Assurance Engagements other than Audits or Reviews of Historical Financial Information’. This
standard requires that we comply with ethical requirements, including independence requirements, and
plan and perform the engagement to obtain reasonable assurance whether the Statement reflects the
status of the Fund's compliance with the Shariah Principles specified in the Trust Deed and the guidelines
issued by the Shariah Advisor.

The procedures selected depend on our judgment, including the assessment of the risks of material non-
compliances with the Shariah Principles whether due to fraud or error. In making those risk assessments,
we have considered internal controls relevant to the Fund’s compliance with the principles in order to
design procedures that are appropriate in the circumstances, for gathering sufficient appropriate evidence
to determine that the Fund was not materially non-compliant with the principles. Our engagement was
not for the purpose of expressing an opinion on the effectiveness of the Fund’s internal control.

The proce:.lures performed included:

- Checking compliance of specified guidelines issued by the Shariah Advisor relating to charity,
maintaining bank accounts and for making investments of the Fund; and

- Checking that the Shariah Advisor has certified that the operations of the Fund and investments
made by the Fund during the year ended June 30, 2018 are in compliance with the Shariah Principles
and where required, purification of income from non-compliant sources has been made in
consultation with the Shariah Advisor.

Member of

Deloitte Touche Tohmatsu Limited
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Conclusion

In our opinion, the Statement, In all material respects, presents fairly the status of the Fund's compliance
with the Shariah principles specified in the Trust Deed and the guidelines issued by the Shairah Advisor
for the year ended June 30, 2018.

Tekoitly Howsal Ay

Chartered Accougitants

Dated: September 19, 2018
Place: Karachi

Member of
Delottte Touchs Tohmatsu Limited
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INDEPENDENT AUDITORS’ REPORT TO www.deloitte.com
THE UNIT HOLDERS OF HBL ISLAMIC STOCK FUND

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of HBL Islamic Stock Fund (the Fund), which comprise the statement
of assets and liabilities as at June 30, 2018, and the related income statement, statement of comprehensive
income, statement of movement in unit holders’ fund and cash flow statement for the year then ended, and
notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the
Fund as at June 30, 2018, and of its financial performance, cash flows and transactions 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 and Management
Company in accordance with the Internationa! Ethics Standards Board for Accountants' Code of Ethics for
Professional Accountants (IESBA Code) as adopted by the Institute of Chartered Accountants of Pakistan
together with the ethical requirements that are relevant to our audit of the financial statements in Pakistan,
and we have fulfilled our other ethical responsibilities in accordance with these requirements and the IESBA
Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our gpinion.

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. :

How the matters were addressed in
S. No. Key audit matters ) our audit
1
Valuation and existence of investments We performed the following steps during
As disclosed in note 6 to the financial statements, our audit of investments:
investments amounted to Rs. 2,222.627 million as .
at June 30, 2018. « independent testing of valuations by
using the quoted market prices from
These investments represent a significant item on the Pakistan Stock Exchange Limited
the statement of assets and liabilities. The Fund and ensuring the existence of number
invests principally in listed equity securities and their | ©f securities by comparing the internal
valuation and existence is a significant area during records with Central Depository
our audit. There is a risk that appropriate quoted Company (CDC) account records;
prices may not be used to determine fair value. « performing purchases and sales testing
on a sample of trades made during the
Further, t_he Fund may have Included investments in year to obtain evidence regarding
its financial statements which were not owned by movement of securities during the
Fund. - year; and
Ra e

Deloitte Touche Tohmatsu Limited
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Key audit matters

How the matters were addressed in
our audit

« any differences Identified during our
testing that were over our
acceptable threshold were
Iinvestigated further.

‘Impairment of available for sale investments

The Fund invests a significant portion of it funds in
financial Instruments that comprise available for sale
investments In equity securities. These investments
are measured at fair value with the corresponding
fair value changes recognized in other
comprehensive income. The valuation Is performed
by the Management Company using the quoted
market prices at the Pakistan Stock Exchange.

The Management Company performs an impairment
review of its available for sale investments at each
reporting date and records impairment charge when
there has been a significant or prolonged decline In
the fair value of investments below their cost. In
determining *significant’ or *prolonged’, Management
Company evaluates, among other factors, historical
share price movements and the duration and extent
to which the fair value of an investment is less than
its cost.

There is a high degree of judgement invalved In
determining ‘significant’ or ‘prolonged’ decline in
.value of investments and the resulting impairment
charge.

In auditing the impairment of available
for sale investments, we obtained
understanding of the processes and key
contrals relating to valuation of
available for sale investments. In
addition, we performed valuation
testing on investments held as at June
30, 2018, reviewed the Fund’s
impairment policy, and assessed the
adequacy of impairment charge on
avallable for sale investments at year-
end.

The Fund’s disclosures related to
financial investments are included in
note 6.

Change in accounting policy as a result of
amendments in Non-Banking Finance
Companies and Notified Entities Regulation,
2008

As disclosed in note 4.7, to the financial statements,
on August 03, 2017, SECP issued SRO no.
756(1)/2017 whereby certain amendments were
made in the Non-Banking Finance Companies and
Notified Entities Regulation, 2008 (the NBFC
Regulations), Such amendments introduced
definition of Element of Income, and required certain
additional disclosures in income statement and
statement of movement in unit holders’ fund
together with removal of requirement to present
distribution statement separately.

The abovementioned amendments require
significant changes In the calculation, accounting,
presentation and disclosure of the ‘Element of
Income’ in the financial statements, which have
been applied as a change In accounting policy

In order to address the matter we
have:

« Held discussions with management
regarding the amendments made in
the NBFC Regulations, the resulting
changes required in the financial
‘statements and how the systems
were updated to cater for the
amendments;

« Obtained account holder wise
movement of all unit holders of the
Fund and for a sample of unit
holders, verified the movement in
terms of units and value (including
net asset value per unit) by checking
supporting documents to ensure that
element of income and income
already paid on units redeemed is
accurate. Also prepared quantitative
reconciliation of units reported; and

Annual Report-2018
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S. No. Key audit matters How the matters were addressed in
our audit

prospectively in accordance with the clarification
issued by the Securities and Exchange Commission » Checked adequacy of presentation

of Pakistan. Considering the significance of the and disclosure requirements

above factors, we have treated these changes as including element of income in in the

Key Audit Matter. financial statements as per the
requirements of Schedule V of the
NBFC Regulations.

Information Other than the Financial Statements and Auditor's Report Thereon

Management Company is responsible for the other information. The other information comprises the
information included in the annual report, but does not include the financial statements and our auditor’s
report thereon.

Our apinion 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, conslder 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 Company and Those Charged with Governance for the Financial
Statements .

Management Company 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 the Management Company determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, Management Company 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 Company either intends to liquidate the Fund ar to
cease operations, or has no realistic alternative but to do so.

Those Charged with Governance of the Management Company are respansible for overseeing the Fund’s
financial reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

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

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

. Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit

) Member of
Deloltte Touchs Tohmatsu Limited
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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 fram error, as fraud

may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

. Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Management Company's internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by Management Company.

. Conclude on the appropriateness of Management Company's use of the golng 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 financlal statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor's report. However, future events or conditions may cause the Fund to cease
to continue as a going concern.

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

We communicate with Those Charged with Governance of the Management Company regarding, among

other matters, the planned scope and timing of the audit and significant audit findings, including any

significant deficiencies in internal control that we identify during our audit.

We also provide Those Charged with Governance of the Management Company with a statement that we
have complied with relevant ethical requirements regarding independence, and to communicate with them
all relationships and other matters that may reasonably be thought to bear on our independence, and where
applicable, related safeguards.

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

Report on Other Legal and Regulatary 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 engageme.nt partner on the audit resulting in this independent auditor’s report is Hena Sadiq.
: AdL
Toredle v, d
Chartered Accopntants

Place: Karachi
Date: September 19, 2018

Member of
Deloitte Touche Tohmatsu Limited
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HBL Islamic Stock Fund

Statement of Assets and Liabilites
As at June 30, 2018

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

Assets
Bank balances 5 618,133 67,149
Investments 6 2,222,627 1,046,359
Dividend receivable and accrued mark-up 7 5,771 3,559
Advances, deposits, prepayments and other receivables 8 3,482 24,737

2,850,013 1,141,804
Liabilites
Payable to the Management Company 9 9,226 3,547
Payable to the Trustee 10 322 194
Payable to Securites and Exchange Commission of Pakistan 11 1,616 882
Payable against purchase of equity instruments 276,163 -
Payable against conversion and redempton of units - 70,418
Accrued expenses and other liabilites 12 20,744 23,219

308,071 98,260
Net Assets 2,541,942 1,043,544
Unit Holders' Fund (as per statement atached) 2,541,942 1,043,544
Contngencies and Commitments 13
------- Number of units -------

Number of units in issue 18 22,730,895 8,025,872

------------ Rupees ------------
Net assets value per unit 4.8 111.8276 130.0225
The annexed notes 1 to 30 form an integral part of these financial statements.

For HBL Asset Management Limited
(Management Company)
Chief Financial O cer Chief Executve O cer Director
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HBL Islamic Stock Fund

Income Statement
For the year ended June 30, 2018

2018 2017
Note = —-me (Rupees in '000)----------
Income
Dividend income 71,036 36,348
Profit on bank deposits 15,474 3,817
Capital (loss) / gain on sale of investments - net (26,681) 168,055
Other income 2 -
59,831 208,220
Unrealised diminuton on remeasurement of investments
classified at fair value through profit or loss - Held for trading (46,644) -
Impairment loss on equity securites classified as
available-for-sale (67,023) (9,365)
Total income (53,836) 198,855
Expenses
Remuneraton of the Management Company 9.1&9.2 38,447 21,064
Remuneraton of the Trustee 10.1 3,050 2,071
Annual fee to the Securites and Exchange Commission of Pakistan 11.1 1,616 882
Allocaton of expenses related to registrar services,
accountng, operaton and valuaton services 9.4 1,701 946
Selling and marketng expense 9.3 6,805 1,392
Auditors' remuneraton 14 352 381
Setlement and bank charges 907 518
Brokerage fees 6,694 -
Fee and subscripton 161 305
Printng and statonary 173 286
Legal and professional charges 49 22
Charity 5,290 477
Total expenses 65,245 28,344
Net (loss) / income from operatng actvites (119,081) 170,511
Element of income and capital gains included in prices
of units issued less those in units redeemed - net - 32,054
Reversal of provision for Workers' Welfare Fund 12.3 - 8,274
Provision for Sindh Workers' Welfare Fund 12.3 - (6,312)
- 1,962
Net (loss) / income for the year before taxaton (119,081) 204,527
Taxaton 15 - -
Net (loss) / income for the year afer taxaton (119,081) 204,527
(Loss) / Earnings per unit 17
The annexed notes 1 to 30 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial O cer Chief Executve O cer Director
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HBL Islamic Stock Fund

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

Net (loss) / income for the year afer taxaton (119,081) 204,527
Other comprehensive income for the year
Items that may be reclassified subsequently to income statement

Unrealised (diminuton) / appreciaton on remeasurement
of investments classified as available-for-sale (1,933) 158,153

Net reclassificaton adjustments relatng to available-for-sale

financial instruments (56,684) (158,690)
(58,617) (537)
Total comprehensive income for the year (177,698) 203,990

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

For HBL Asset Management Limited
(Management Company)

Chief Financial O cer Chief Executve O cer Director
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HBL Islamic Stock Fund

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

For the year ended June 30,

2018 2017
(Rupees in '000)
Capital Undistributed Unrealised Total Capital  Undistributed  Total
value income income / value income
(Accumulated (loss) on
loss) investment
Net assets at the beginning of the year 904,856 78,478 60,210 1,043,544 - - 784,634
Issuance of 20,830,023 units (2017: 6,391,070 units)
- Capital Value (at net asset value per unit at the beginning of the year) 2,708,372 - - 2,708,372 - - 911,265
-Bonus Issue of Nil units (2017:1,010,496 units) - - - - 129,786
-Element of loss (335,543) - - (335,543) - - -
Total proceed on issuance of units 2,372,829 - - 2,372,829 1,041,051
Redempton of 6,125,000 units (2017: 5,505,132 units)
- Capital Value (at net asset value per unit at the beginning of the year) (796,388) - - (796,388) - - (765,886)
- Amount paid out of element of income
Relatng to netincome for the year afer taxaton 99,655 - - 99,655 - - -
Total payment on redempton of units (696,733) - - (696,733) - - (765,386)
Element of income and capital gains included in prices of
units issued less those in units redeemed - - - - - - (32,054)
Net (loss) / income for the year afer taxaton - (119,081) - (119,081) - - 203,990
Other comprehensive income for the year - - (58,617) (58,617) - - -
Distributon during the year - - - - - - (188,190
Total comprehensive income for the year - (119,081) (58,617) (177,698) - - 15,800
Net assets at the end of the year 2,580,952 (40,603) 1593 2,541,942 - - 1,043 544
Undistributed income brought forward
- Realised 78478 28,260
-Unrealised - -
78478 28,260
Element of income and capital gains included in prices of
units issued less those in units redeemed - 33881
Accountng (loss) / income available for distributon (119,081) 204,527
Distributon during the year - (188,190)
Undistributed income carried forward (40,603) 78478
Undistributed (Loss) / income carried forward
- Realised 6,041 78478
-Unrealised (46,644) -
(40,603) 78478
(Rupees)
Net assets value per unit at the beginning of the year 130.0225 128.0108
Net assets value per unit at the end of the year 111.8276 130.0225

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

For HBL Asset Management Limited
(Management Company)

Chief Financial O cer Chief Executve O cer Director
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HBL Islamic Stock Fund

Cash Flow Statement
For the year ended June 30, 2018

2018 2017
Note = ----momee- (Rupees in '000)----------
Cash Flows From Operatng Actvites
Net (loss) / income for the year before taxaton (119,081) 204,527
Adjustments
Capital loss / (gain) on sale of investments - net 26,681 (168,055)
Unrealised diminuton on remeasurement of investments
classified at fair value through profit or loss - Held for trading 46,644 -
Profit on bank deposits (15,474) (3,817)
Dividend income (71,036) (36,348)
Impairment loss on investments classified as available for sale 67,023 9,365
Element of income and capital gains included in
prices of units issued less those in units redeemed - net - (32,054)
(65,243) (26,382)
(Increase) / decrease in assets
Investments - net (1,099,070) (117,427)
Advances, prepayments and other receivables 21,255 60
(1,077,815) (117,367)
Increase / (decrease) in liabilites
Payable to the Management Company 5,679 1,905
Payable to the Trustee 128 43
Payable to Securites and Exchange Commission of Pakistan 734 149
Accrued expenses and other liabilites (2,475) (15,087)
4,066 (12,990)
Mark-up received 14,210 3,476
Dividend received 70,088 34,911
Net cash used in operatng actvites (1,054,694) (118,352)
Cash Flows From Financing Actvites
Amount received on issue of units 2,372,829 892,898
Payment against redempton of units (767,151) (697,395)
Cash dividend paid - (58,404)
Net cash generated from financing actvites 1,605,678 137,099
Net increase in cash and cash equivalents 550,984 18,747
Cash and cash equivalents at the beginning of the year 67,149 48,402
Cash and cash equivalents at the end of the year 5 618,133 67,149
The annexed notes 1 to 30 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial O cer Chief Executve O cer Director
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HBL Islamic Stock Fund

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

1. LEGAL STATUS AND NATURE OF BUSINESS

HBL Islamic Stock Fund (the Fund) was established under a Trust Deed, dated November 23, 2010, executed
between HBL Asset Management Limited as the Management Company and Central Depository Company of
Pakistan Limited (CDC) as the Trustee. The Fund was authorised by the Securites and Exchange Commission of
Pakistan (SECP) as a unit trust scheme on December 10, 2010.

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

The Fund is an open-ended Shariah Compliant Fund and o ers units for public subscripton on a contnuous basis.
The units are transferable and can also be redeemed by surrendering to the Fund. The Fund is listed on the Pakistan
Stock Exchange Limited. The units of the Fund were initally o ered for public subscripton at par from May 09, 2011
to May 10, 2011.

The principal actvity of the Fund is to provide long-term capital growth by investng mainly in Shariah Compliant
equity securites and short-term government securites.

JCR-VIS Credit Ratng Company has assigned an asset manager ratng of ‘AM2+' (AM Two Plus) to the Management

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

2. BASIS OF PREPARATION

2.1 Statement of compliance

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

- Internatonal Financial Reportng Standards (IFRS Standards) issued by the Internatonal Accountng Standards
Board (IASB) as notfied under the Companies Act, 2017;

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

- Non-Banking Finance Companies (Establishment and Regulatons) Rules, 2003 (the NBFC Rules), Non-Banking
Finance Companies and Notfied Enttes Regulatons, 2008 (the NBFC Regulatons) and requirements of the
Trust Deed.

Where provisions of and directves issued under the Companies Act, 2017, part VIIIA of the repealed Companies

Ordinance, 1984, the NBFC Rules, the NBFC Regulatons and requirements of the Trust Deed di er from the IFRS

Standards, the provisions of and directves issued under the Companies Act, 2017, part VIIIA of the repealed

Companies Ordinance, 1984, the NBFC Rules, the NBFC Regulatons and requirements of the Trust Deed have been

followed.

2.2 Basis of measurement

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

2.3 Functonal and presentaton currency

These financial statements are presented in Pak Rupees, which is the fund's functonal and presentaton currency.
2.4 Critcal accountng estmates and judgments

The preparaton of the financial statements in conformity with the approved accountng standards requires the

management to make estmates, judgements and assumptons thata ect the reported amount of assets, liabilites,
income and expenses. It also requires the management to exercise judgement in applicaton of its accountng
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HBL Islamic Stock Fund

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

3.2
3.21

policies. The estmates, judgements and associated assumptons are based on the historical experience and various

other factors that are believed to be reasonable under the circumstances. Revisions to accountng estmates are
recognised in the year in which the estmates are revised if the revision a ects only that year, or in the year of
revision and future years if the revision a ects both current and future years.

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

(i) classificaton and valuaton of financial assets (notes 4.2.1.1 and 4.2.1.4); and
(i) impairment of financial assets (note 4.2.1.5 and 6.1.1.1)
APPLICATION OF NEW ACCOUNTING STANDARDS / AMENDMENTS AND IFRS INTERPRETATIONS

New accountng standards / amendments and IFRS interpretatons that are e ectve for the year ended June 30,
2018

The following standards, amendments and interpretatons are e ectve for the year ended June 30, 2018. These
standards, interpretatons and the amendments are either not relevant to the Fund's operatons or are not
expected to have significant impact on the Fund's financial statements other than certain additonal disclosures.

E ectve from accountng
period beginning on or afer:

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

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

Certain annual improvements have also been made to a number of IFRSs, which are also not relevant to the Fund.
New accountng standards / amendments and IFRS interpretatons that are not yet e ectve

The following standards, amendments and interpretatons are only e ectve for accountng periods, beginning on
or afer the date mentoned against each of them. These standards, interpretatons and the amendments (except
IFRS 9 'Financial Instruments') are either not relevant to the Company's operatons or are not expected to have
significant impact on the Company's financial statements other than certain additonal disclosures.

E ectve from accountng
period beginning on or afer:

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

IFRS 16 'Leases' - This standard will supersede IAS 17 January 01, 2019
'Leases’ upon its e ectve date.

Amendments to IFRS 2 'Share-based Payment' January 01, 2018
- Clarificaton on the classificaton and measurement of
share-based payment transactons.

IFRS 9 'Financial Instruments' July 01, 2019
Amendments to IFRS 9 'Financial Instruments'

- Amendments regarding prepayment features with negatve

compensaton and modificatons of financial liabilites.
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IFRS 4 'Insurance Contracts': Amendments
regarding the interacton of IFRS 4 and IFRS 9.

Amendments to IFRS 10 'Consolidated Financial
Statements' and IAS 28 'Investments in Associates
and Joint Ventures' - Sale or contributon of assets

E ectve from accountng
period beginning on or afer:

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

E ectve from accountng period beginning on or
afer a date to be determined. Earlier applicaton
is permited.

between an investor and its associate or joint
venture

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

January 01, 2019

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

January 01, 2019

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

January 01, 2018

IFRIC 22 'Foreign Currency Transactons and Advance Consideraton':
Provides guidance on transactons where consideraton against
non-monetary prepaid asset / deferred income is denominated in foreign currency.

January 01, 2018

IFRIC 23 'Uncertainty over Income Tax Treatments': Clarifies the
accountng treatment in relaton to determinaton of taxable profit

(tax loss), tax bases, unused tax losses, unused tax credits and tax rates,
when there is uncertainty over income tax treatments under IAS 12 'Income Taxes'.

January 01, 2019

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

3.2.2 IFRS 9 'Financial Instruments' Impact Assessment

IFRS 9 'Financial Instruments' was issued on July 24, 2017. This standard is adopted locally by the Securites and
Exchange Commission of Pakistan and is e ectve from accountng periods beginning on or afer July 1, 2018.

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

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

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

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

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

- Inadditon, under IFRS 9, enttes may make an irrevocable electon to present subsequent changes in the fair
value of an equity investment (that is not held for trading nor contngent consideraton recognized by an
acquirer in a business combinaton) in other comprehensive income, with only dividend income generally
recognized in profit or loss.
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Classificaton and measurement of financial liabilites

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

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

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

Impairment of financial assets

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

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

3.2.2.2  Impact assessment

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

Listed equity securites classified as financial assets at ‘available-for-sale' are to be measured at fair value through
profit or loss upon applicaton of IFRS 9 with value changes to be recognised in profit or loss instead of other
comprehensive income. The change in fair value atributed to these financial assets amountng to Rs.58,617 million
during the current year would be recognised in income statement under IFRS 9.

Listed equity securites classified as financial assets at fair value through profit or loss - held for trading will contnue
to be measured at fair value through profit or loss upon applicaton of IFRS 9.

Financial assets classified as loans and receivables are held with a business model whose objectve is to collect the
contractual cash flows that are solely payments of principal and interest on the principal outstanding. These
financial assets will qualify for designaton as measured at amortsed cost and will contnue to be subsequently
measured at amortsed cost upon applicaton of IFRS 9.

Other financial assets and financial liabilites at amortsed cost will contnue to be subsequently measured at
amortsed cost upon applicaton of IFRS 9.

3.2.3 Other than the aforesaid standards, interpretatons and amendments, the Internatonal Accountng Standards
Board (IASB) has also issued the following standards which have not been adopted locally by the Securites and
Exchange Commission of Pakistan:

- IFRS 1 - First Time Adopton of Internatonal Financial Reportng Standards
- IFRS 14 — Regulatory Deferral Accounts
- IFRS 17 — Insurance Contracts

3.3 Change in policy in relaton to preparaton of income statement and other comprehensive income

Internatonal Accountng Standard (IAS) 1 Presentaton of Financial Statements allows an entty to prepare either
two performance statements i.e. income statement and statement of comprehensive income, or one performance
statement only i.e. income statement and statement of comprehensive income (showing both items of income or
loss for the period and items of other comprehensive income). The Fund, with e ect from July 01, 2017, has
changed its policy with regard to preparaton of income statement and other comprehensive income and opted to
prepare two separate performance statements i.e. "income statement" and "statement of comprehensive income™
showing separately both income or loss for the year and items of other comprehensive income in separate
statements.
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This change has no impact on the items of income or loss or other comprehensive income recognized in prior year
except that items of other comprehensive income previously presented under ‘statement of income statement and
other comprehensive income’ in single statement are now presented within ‘income statement' and "statement of
comprehensive income' separately.

4. SIGNIFICANT ACCOUNTING POLICIES

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

4.2 Financial instruments

4.2.1 Financial assets

4.2.1.1 Classificaton
The Management Company determines the appropriate classificaton of financial assets in accordance with the
requirements of Internatonal Accountng Standard 39 (IAS 39), "Financial Instruments: Recogniton and
Measurement" at the tme of purchase of financial assets and re-evaluates this classificaton on a regular basis. The
classificaton depends upon the purpose for which the financial assets are acquired.
The financial assets of the Fund are currently categorised as follows:
a) Investments at fair value through profit or loss - held-for-trading

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

b) Loans and receivables
determinable payments that are not quoted in an actve market.

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

4.2.1.2  Regular way contracts

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

4.2.1.3 Inital recogniton and measurement
Financial assets are initally recognised at fair value plus transacton costs except for financial assets carried at fair
value through profit or loss. Financial assets carried at fair value through profit or loss are initally recognised at fair
value and transacton costs are expensed in the income statement.

4.2.1.4  Subsequent measurement

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

Subsequent to inital measurement, financial assets "at fair value through profit or loss' and ‘available for sale’
are valued as follows:

Basis of valuaton of equity securites
Equity securites are valued on the basis of closing quoted market prices available at the stock exchange. A
security listed on the stock exchange for which no sale is reported on the reportng date is valued at its last sale

price on the next preceding date on which such exchange is open and if no sale is reported for such date, the
security is valued at an amount neither higher than the closing asked price nor lower than the closing bid price.
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Net gains and losses arising on changes in the fair value of financial assets carried at fair value through profit or
loss are taken to 'income statement.

Net gains and losses arising from changes in the fair value of available for sale financial assets are taken to the
statement of comprehensive income untl these are derecognised or impaired. At the tme of impairment or
derecogniton, the cumulatve gain or loss previously recognised under comprehensive income is shown in the
income statement.

b) Loans and receivables

Subsequent to inital recogniton financial assets classified as 'loans and receivables' are carried at amortsed
cost using the e ectve interest method.

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

4.2.1.5 Impairment

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

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

4.2.1.6 Derecogniton

Financial assets are derecognised when the rights to receive cash flows from the financial assets have expired or
have been transferred and the Fund has transferred substantally all risks and rewards of ownership.

422 Financial liabilites

All financial liabilites are recognised at the tme when the Fund becomes a party to the contractual provisions of
the instrument. They are initally recognised at fair value and subsequently stated at amortsed cost.

A financial liability is derecognised when the obligaton under the liability is discharged or cancelled or expired.
4.2.3 O settng of financial assets and liabilites
Financial assets and financial liabilites are o set and the net amount is reported in the statement of assets and
liabilites when there is a legally enforceable right to set 0 the recognised amounts and there is an intenton to
setle on a net basis, or to realise the assets and setle the liabilites simultaneously.
4.3 Provisions
Provisions are recognised when the Fund has a present, legal or constructve obligaton as a result of past events, it
is probable that an outlow of resources embodying economic benefits will be required to setle the obligaton and
a reliable estmate of the amount of obligaton can be made. Provisions are regularly reviewed and adjusted to
reflect the current best estmate.
4.4 Taxaton
The income of the Fund is exempt from income tax under clause 99 of Part | of the Second Schedule to the Income
Tax Ordinance, 2001 subject to the conditon that not less than ninety percent of its accountng income for the year,
as reduced by capital gains, whether realised or unrealised, is distributed in cash to the unit holders.

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

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

the tax exempton in future years by distributng in cash at least ninety percent of its accountng income for the year
as reduced by capital gains, whether realised or unrealised, to its unit holders.
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4.5 Proposed distributons
Distributons declared subsequent to the reportng date are considered as non-adjustng events and are
recognised.

4.6 Issue and redempton of units

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

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

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

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

- element of income has been determined as the di erence between net assets value on the issuance or
redempton date, as the case maybe, of units and the net asset value at the beginning of the accountng period;

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

- presented allocaton of net income available for distributon relatng to capital gains and excluding capital gains
in statement of movement In unitholders’ fund.

Amendment in the NBFC Regulatons subsequent to the year end

The Securites and Exchange Commission of Pakistan through its SRO 756(1)/2017 dated August 3, 2017 has made
certain amendments in the NBFC Regulatons. The notficaton includes a definiton and explanaton relatng to
"element of income™ and excludes the element of income from the expression "accountng income" as described
in Regulaton 63 (amount distributable to unit holders) of the NBFC Regulatons. As per the notficaton, element of
income represents the di erence between net assets value per unit on the issuance or redempton date, as the
case may be, of units and the net assets value per unit at the beginning of the relevant accountng period. Further,
the revised regulatons also specify that element of income is a transacton of capital nature and the receipt and
payment of element of income shall be taken to unit holders' fund. However, to maintain the same ex-dividend net
asset value of all units outstanding on the accountng date, net element of income contributed on issue of units
lying in unit holders fund will be refunded on units in the same proporton as dividend bears to accountng income
available for distributon. Furthermore, the revised regulatons also require certain additonal disclosures with
respect to ‘'Income Statement’ and 'Statement of Movement in Unit Holders' Fund’, whereas disclosure with
respect to 'Distributon Statement' has been deleted in the revised regulatons.

Previously, an equalisaton account called the ‘element of income / (loss) and capital gains / (losses) included in
prices of units issued less those in units redeemed' was created, in order to prevent the diluton of per unit income
and distributon of income already paid out on redempton. The net element of income / (loss) and capital gains /
(losses) relatng to units issued and redeemed during the accountng period which pertained to unrealised
appreciaton / (diminuton) held in the Unit Holder's Fund was recorded in a separate account and any amount
remaining in this reserve account at the end of the accountng period (whether gain or loss) was included in the
amount available for distributon to the unitholders. The remaining porton of the net element of income / (loss)
and capital gains / (losses) relatng to units issued and redeemed during an accountng period was recognised in the
Income Statement.

As required by IAS 8: 'Accountng Policies, Changes in Accountng Estmates and Errors’, a change in accountng
policy requires retrospectve applicaton as if that policy had always been applied. However, the Management
Company has applied the above changes in accountng policy, including the additonal disclosures requirements in
the 'Income Statement' and 'Statement of Movement in Unit Holders' Fund’, prospectvely from July 1, 2017 as
required by SECP vide its email dated February 8, 2017. Accordingly, corresponding figures have not been restated.
The ‘Distributon Statement’ for the comparatve period has not been presented as it has been deleted as a result
of the amendments made in the NBFC Regulatons the aforementoned SRO issued by the SECP.
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4.8

4.9

4.10

51

Had the element of income been recognised as per the previous accountng policy, the income of the Fund would
have been lower by Rs 235,887 million. However, the change in accountng policy does not have any impact on the
'Cash flow Statement', the 'net assets atributable to the unit holders' and 'net asset value per unit' as shown in the
'Statement of Assets and Liabilites' and ‘Statement of Movement in Unit Holders' Fund'. The change has resulted
in inclusion of certain additonal disclosures / new presentaton requirements in the ‘Income Statement' and
'Statement of Movement in Unit Holders' Fund which have been incorporated in these statements.

Net assets value per unit

The net asset value (NAV) per unit as disclosed in the statement of assets and liabilites is calculated by dividing the
net asset of the Fund by the number of units in issue at the year end.

Revenue recogniton

- Dividend income is recognised when the right to receive dividend is established i.e. on the date of book closure
of the investee company / insttuton declaring the dividend.

- Mark-up / return on bank deposits is recognised on a tme apportonment basis using the e ectve interest
method.

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

- Unrealised gains / (losses) arising on re-measurement of investments classified as 'financial assets at fair value
through profit or loss - held-for-trading' are included in the Income Statement in the year in which they arise.

Expenses
All expenses including NAV based expenses (namely management fee, trustee fee, annual fee payable to the SECP,

and selling and marketng expense) are recognised in the income statement on a tme apportonment basis using
the e ectve interest method.

2018 2017
---------- (Rupees in '000)----------
BANK BALANCES
Balances with banks in:
saving accounts 618,133 67,033
current account - 116
618,133 67,149

This represent bank accounts held with di erent banks. Mark-up rates on these accounts range between 3.65% -
6% (June 30, 2017: 1% - 6.6%) per annum.

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

INVESTMENTS
Available for sale
- Listed equity securites 6.1 20,598 1,046,359
Held for Trading
- Listed equity securites 6.2 2,202,029 -

2,222,627 1,046,359
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6.1 Listed equity securites - Available for sale

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

- Number of Shares Market value as a percentage of

Purchases Bonus / Asat Mariet value 52:0\:;:;]:92505}
Name of the Investee Company As ;tojl”;y L during the Rights Satlﬁz Sg;'r”g June 30, as atzj(;’f; 30, Invezcitrz:ents Net Assets  issued capital
year issue 2018 (Rupeesin 000) of the investee
company
TEXTILE COMPOSITE
Nishat Mills Limited 386,800 - - 386,800
386,800 - - 386,800
SUGAR & ALLIED INDUSTRIES
Faran Sugar Mills Limited 59,700 - - 59,700
59,700 - - 59,700
CEMENT
Cherat Cement Company Limited. 178,300 - - 178,300
D G Khan Cement Company Limited. 201,600 - - 201,600
Lucky Cement Limited 95,050 - - 95,050
Pioneer Cement Limited 317,300 - - 317,300
792,250 - - 792,250
POWER GENERATION &
DISTRIBUTION
Hu b Power Company Limited 527,900 - - 527,900
527,900 - - 527,900
ENGINEERING
Amreli Steels Limited 125,000 - - 125,000
Crescent Steel & Allied Products
Limited 83,300 - - 83,300
Internatonal Industries Limited 62,500 - - 62,500
Internatonal Steels Limited 440,500 - - 440,500
711,300 - - 711,300
AUTOMOBILE ASSEMBLER
Honda Atlas Cars (Pakistan) Limited 12,050 - - 12,050 - - - - -
Millat Tractors Limited 15,000 - - 3,000 12,000 14,257 69% 0.56% 0.03%
Pak Suzuki Motor Company Limited 39,200 - - 39,200 - - - - -
66,250 - - 54,250 12,000 14,257 69% 0.56% 0.03%
CABLE & ELECTRICAL GOODS
Pak Elektron Limited 496,500 - - 496,500
496,500 - - 496,500
TRANSPORT
Pakistan Natonal Shipping Corp
Limited 85,900 - - 85,900
85,900 - - 85,900
PHARMACEUTICALS
The Searle Company Limited 97,201 - 16,440 113,641
97,201 - 16,440 113,641
PAPER & BOARD
Packages Limited 34,850 - - 34,850
34,850 - - 34,850
LEATHER & TANNERIES
Service Industries Limited 7,150 - - 7,150
7,150 - - 7,150
OIL & GAS EXPLORATION
COMPANIES
Mari Petroleum Company Limited 27,210 - - 23,000 4,210 6,341 31% 0.25% 0.004%
Oil & Gas Development Company
Limited 307,000 - - 307,000
Pakistan Qilfields Limited 59,800 - - 59,800
Pakistan Petroleum Limited 171,800 - - 171,800 - - - - -
565,810 - - 561,600 4,210 6,341 31% 0.25% 0.004%
OIL & GAS MARKETING
COMPANIES
Hascol Petroleum Limited 125,500 - - 125,500
Pakistan State Oil Company Limited 74,000 14,000 9,400 97,400
Sui Northern Gas Pipeline Limited 355,000 - - 355,000
554,500 14,000 9,400 577,900
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- NUMDET Of Shares ————wmmmmv Market value as a percentage of

Purch 5 / hsat Market value gzic\g:ut;gzsoi
Asatiuly1, urchases onus Sales during a asatJune 30, Total + ’
Name of the Investee Company 2007 during the nghts the year June 30, 2018 Investments Net Assets |ssueq capital
year issue 2018 (Rupees in'000) of the investee
company
COMMERCIAL BANKS
Meezan Bank Limited 278,000 - - 278,000
Meezan Bank Limited - Leter of
Right - 16,680 - 16,680
278,000 16,680 - 294,680
FERTILIZER
Engro Corporaton Limited 167,900 - - 167,900
Engro Fertlizers Limited 483,000 - - 483,000
650,900 - - 650,900
CHEMICAL
Engro Polymer & Chemicals Limited 557,000 - - 557,000
557,000 - - 557,000
AUTOMOBILE PARTS &
ACCESSORIES
Thal Limited
(Par value Rs. 5 per share) 16,400 - - 16,400
16,400 - - 16,400
5,888,411 30,680 25840 5928721 16,210 20,598 100% 0.81%
Cost of investments at June 30, 2018 22,531
2018 2017
Note - (Rupees in '000)----------
6.1.1 Net unrealised (diminuton) / appreciaton on remeasurement
of investments classified as available-for-sale
Market value of investments 6.1 20,598 1,046,359
Cost of investments 6.1 22,531 995,514
Provision against equity securites 6.1.1.1 (3,526) (9,365)
19,005 986,149
1,593 60,210
6.1.1.1 Movement in impairment against equity securites
Opening balance 9,365 10,525
Add: Charge for the year 67,023 9,365
Less: Reversals made during the year (capital gain) (72,862) (10,525)
Net reversal (5,839) (1,160)
Closing balance 3,526 9,365
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6.2 Listed equity securites - Held for trading

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

- Number of Shares Market value as a percentage of

Purchases Bonus / Asat Merket value 52:6\:3?:;]:9250?
Name of the Investee Company ~ AS azt(jlu;y 5 during the Rights Satlr?: ‘;ggrng e, atzJ(;Jln; 30, Inveg?:ents NetAssets  issued capital
year issue 2018 (Rupeesin 000) of the investee
company
TEXTILE COMPOSITE
Nishat Mills Limited - 771,400 - 142,300 629,100 88,653 4.03% 3.49% 1.79%
771,400 - 142,300 629,100 4.03% 3.49% 1.79%
CEMENT
Cherat Cement Company Limited. - 55,000 - 55,000 - - - - -
D G Khan Cement Company Limited. - 836,900 - 606,900 230,000 26,333 1.20% 1.04% 0.52%
Fauji Cement Company Limited - 2,172,000 - 2,172,000 - - - - -
Kohat Cement Limited - 643,100 - 311,100 332,000 40,859 1.86% 1.61% 2.15%
Lucky Cement Limited - 293,700 - 85,950 207,750 105,522 4.79% 4.15% 0.64%
Pioneer Cement Limited - 474,500 - 150,000 324,500 15,206 0.69% 0.60% 0.14%
4,475,200 - 3,380,950 1,094,250 187,920 8.53% 7.39% 3.46%
POWER GENERATION &
DISTRIBUTION
Hub Power Company Limited - 1,592,100 - 213,100 1,379,000 127,089 5.77% 5.00% 0.12%
K-Electric Limited (Par value Rs.
3.5share) - 12,792,000 - 3,350,000 9,442,000 53,631 2.44% 2.11% 0.03%
14,384,100 - 3,563,100 10,821,000 180,720 8.21% 7.11% 0.15%
ENGINEERING
Aisha Steel Mills Limited - 1,003,500 - 210,000 793,500 12,513 0.57% 0.49% 0.95%
Amreli Steels Limited - 628,400 - 271,200 357,200 25,200 1.14% 0.99% 1.20%
Crescent Steel & Allied Products
Limited - 47,000 - 47,000 - - - - -
Internatonal Industries Limited - 227,700 - 110,500 117,200 27,224 1.24% 1.07% 0.98%
Internatonal Steels Limited - 455,300 - 66,800 388,500 39,510 1.79% 1.55% 0.89%
Mughal Iron & Steel Inds Limited - 692,500 - 157,000 535,500 32,890 1.49% 1.29% 2.13%
3,054,400 - 862,500 2,191,900 137,337 6.24% 5.40% 6.16%
AUTOMOBILE ASSEMBLER
Millat Tractors Limited - 66,580 - 12,600 53,980 64,131 2.91% 2.52% 1.22%
Pak Suzuki Motor Company Limited - 16,300 - 16,300 - - - - -
82,880 - 28,900 53,980 64,131 2.91% 2.52% 1.22%
CABLE & ELECTRICAL GOODS
Pak Elektron Limited - 1,791,000 - 892,500 898,500 31,861 1.45% 1.25% 1.81%
1,791,000 - 892,500 898,500 31,861 1.45% 1.25% 1.81%
TRANSPORT
Pakistan Natonal Shipping Corp
Limited - 157,300 - 157,300
157,300 - 157,300
PHARMACEUTICALS
AGP Limited - 575,750 - 148,000 427,750 37,980 1.72% 1.49% 1.53%
The Searle Company Limited - 117,350 - 41,059 76,291 25,901 1.18% 1.02% 0.41%
693,100 - 189,059 504,041 63,881 2.90% 2.51% 1.94%
PAPER & BOARD
Packages Limited - 68,450 - 16,450 52,000 25,465 1.16% 1.00% 0.58%
68,450 - 16,450 52,000 25,465 1.16% 1.00% 0.58%
LEATHER & TANNERIES
Service Industries Limited - 240 - 240
240 - 240
GLASS & CERAMICS
Shabbir Tiles & Ceramics Limited - 819,000 - 17,500 801,500 16,880 0.77% 0.66% 4.90%
819,000 - 17,500 801,500 16,880 0.77% 0.66% 4.90%
OIL & GAS EXPLORATION
COMPANIES
Mari Petroleum Company Limited - 80,720 - - 80,720 121,579 5.52% 4.78% 0.73%
Oil & Gas Development Company
Limited - 1,211,100 - 162,200 1,048,900 163,230 7.41% 6.42% 0.24%
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— Numt;(e;; Zfs s/hares — ket vale Market value as a percentage of gz:cve ?:Ut:gisoi
year issue 2018 (Rupees in 000) of the investee
company
Pakistan Oilfields Limited - 283,150 - 70,050 213,100 143,158 6.50% 5.63% 0.90%
Pakistan Petroleum Limited - 1,206,400 - 376,700 829,700 178,303 8.10% 7.01% 0.42%
2,781,370 - 608,950 2,172,420 606,270 27.53% 23.85% 2.30%
OIL & GAS MARKETING COMPANIES
Hascol Petroleum Limited - 143,100 - 51,800 91,300 28,646 1.30% 1.13% 0.63%
Hascol Petroleum Limited - LOR - 19,100 - 19,100 - - - - -
Pakistan State Oil Company Limited - 368,600 2,400 50,600 320,400 101,987 4.63% 4.01% 0.98%
Sui Northern Gas Pipeline Limited - 878,700 - 266,400 612,300 61,365 2.79% 2.41% 0.97%
Sui Southern Gas Company Limited - 709,000 - 709,000 - - - - -
2,118,500 2,400 1,096,900 1,024,000 191,998 8.72% 7.55% 2.58%
COMMERCIAL BANK
Meezan Bank Limited - 1,546,180 - 281,680 1,264,500 103,335 4.69% 4.07% 1.19%
1,546,180 - 281,680 1,264,500 103,335 4.69% 4.07% 1.19%
FERTILIZER
Engro Corporaton Limited - 646,400 - 128,800 517,600 162,454 7.38% 6.39% 0.99%
Engro Fertlizers Limited - 2,707,000 - 819,500 1,887,500 141,393 6.42% 5.56% 141%
Fauiji Fertlizer Company Limited - 1,032,500 - 523,000 509,500 50,384 2.29% 1.98% 0.40%
4,385,900 - 1,471,300 2,914,600 354,231 16.09% 13.94% 2.80%
CHEMICAL
Engro Polymer & Chemicals Limited - 2,750,500 - 1,104,500 1,646,000 51,619 2.34% 2.03% 2.48%
Engro Polymer & Chemicals Limited - 536,130 - 64 536,066 4,728 0.21% 0.19% 2.18%
- Letter of Right
3,286,630 - 1,104,564 2,182,066 56,347 2.56% 2.22% 4.66%
AUTOMOBILE PARTS & ACCESSORIES
Thal Limited (Par value Rs. 5 share) - 143,350 - - 143,350 68,454 3.11% 2.69% 0.88%
143,350 - - 143,350 68,454 3.11% 2.69% 0.88%
TECHNOLOGY & COMMUNICATION
Systems Limited - 322,000 - 79,500 242,500 24,546 1.11% 0.97% 2.17%
322,000 - 79,500 242,500 24,546 1.11% 0.97% 2.17%
40,881,000 2,400 13,893,693 26,989,707 2,202,029 100% 86.63%
Cost of investments at June 30, 2018 2,248,673
6.2.1 Investments include 50,000 shares of Engro Corporaton Limitred, 55,000 shares of Lucky Cement Limited and

150,000 shares of Oil & Gas Development Company Limited amountng to Rs.15.693 million, Rs. 27.936 million, and
Rs. 23.343 million respectvely (June 2017: 50,000 shares of Engro Corporaton Limitred, 55,000 shares of Lucky
Cement Limited and 150,000 shares of Oil & Gas Development Company Limited amountng to Rs. 16.295 million,
Rs. 45.995 million, and Rs. 21.104 million respectvely) that have been pledged with Natonal Clearing Company of
Pakistan Limited for guaranteeing settlement of the Fund's trades in terms of Circular 11 dated October 23, 2007
issued by the SECP.

6.2.2 These includes gross bonus shares as per Fund’s enttlement declared by the investee company. Finance Act, 2014
brought amendments in the Income Tax Ordinance, 2001 whereby the bonus shares received by the shareholder
are to be treated as income and a tax at the rate of 5 percent is to be applied on value of bonus shares determined
on the basis of day end price on the first day of closure of books. The tax is to be collected at source by the investee
company which shall be considered as final discharge of tax liability on such income. However, the Management
Company of the Fund jointly with other asset management companies and Mutual Fund Associaton of Pakistan,
has filed a petton in Sindh High Court to declare the amendments brought in Income Tax Ordinance, 2001 with
reference to tax on bonus shares for collectve investment schemes as null and void and not applicable on the
funds based on the premise of exempton given to mutual funds under clause 99 of Part | of the Second Schedule
to the Income Tax Ordinance, 2001. The Sindh High Court has granted stay order tll the final outcome of the case.
However, the investee company(s) has withheld the share equivalent to 5% of bonus announcement of the Fund
having aggregate fair market value of Rs. 0.727 million at June 30, 2018 (June 2017: Rs. 0.327 million) and not yet
deposited on CDC account of department of Income tax. Management is of the view that the decision will be in the
favor and accordingly has recorded the bonus shares on gross basis at fair value in its investments at year end.
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6.2.3

9.1

9.2

9.3

9.4

2018 2017
Note ~  ------mem- (Rupees in '000)----------
Net unrealised diminuton on remeasurement
of investments classified as held-for-trading
Market value of investments 6.2 2,202,029 -
Cost of investments 6.2 (2,248,673) -
(46,644) -
DIVIDEND RECEIVABLE AND ACCRUED MARK-UP
Dividend receivable 4,073 3,125
Mark-up accrued on deposits with banks 1,698 434
5,771 3,559
ADVANCES, DEPOSITS, PREPAYMENTS AND OTHER RECEIVABLES
Security deposit with:
- Natonal Clearing Company of Pakistan Limited 2,500 2,500
- Central Depository Company of Pakistan Limited 100 100
Prepaid expenses - 7
Advance tax 882 -
Receivable against conversion of units - 22,130
3,482 24,737
PAYABLE TO THE MANAGEMENT COMPANY
Management fee 9.1 4,048 1,783
Sindh Sales Tax 9.2 526 232
Sales load payable 1 51
Selling and marketng payable 9.3 4,449 1,392
Allocaton of expenses related to registrar services,
accountng, operaton and valuaton services 9.4 202 89
9,226 3,547

Under the provisions of the NBFC Regulatons, the Management Company of the Fund is enttled to a remuneraton
of an amount not exceeding two percent of average annual net assets. The Management Company has charged its
remuneraton at the rate of two percent per annum (2017: two percent per annum) of the average annual net
assets of the Fund for the current year.

The Sindh Government has levied Sindh Sales Tax at the rate of 13% (2017: 13%) on the remuneraton of the
Management Company through Sindh Sales Tax on Services Act, 2011.

SECP vide its circular No.SCD/PRDD/Circular/361/2016 dated December 30, 2016 prescribed certain conditons on
Asset Management Companies (AMCs) for charging of selling and marketng expenses to collectve investment
schemes managed by them. According to said circular, the selling and marketng expenses have been allowed
initally for a period of three years (from January 01, 2017 tll December 31, 2019) being chargeable to open end
equity, asset allocaton and index funds. Maximum cap on the expenses has been set at 0.4% per annum of net
assets of fund or actual expenses, whichever being lower. The Fund has started accruing expense on this account at
0.4% per annum of net assets of the Fund e ectve from March 21, 2017.

As per Regulaton 60(3)(s) of the amended NBFC Regulatons dated November 25, 2015, fee and expenses
pertaining to registrar services, accountng, operaton and valuaton services related to a Collectve Investment
Scheme (CIS) are chargeable to the CIS, maximum upto 0.1 percent of the average annual net assets or the actual
cost whichever is lower. Accordingly, the Management Company has charged aforementoned expenses to the
extent of 0.1% of the average annual net assets, being lower amount, to the Fund during the year.
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10.

10.1

10.2

11.

111

12.

121

12.2

2018 2017
Note --meeoeee- (Rupees in '000)----------
PAYABLE TO THE TRUSTEE
Trustee fee 10.1 285 172
Sindh Sales Tax 37 22
322 194

The Trustee is enttled to a monthly remuneraton for services rendered to the Fund under the provisions of the
Trust Deed as per the tari  specified therein, based on the daily net assets of the Fund. The fee is paid to the Trustee
monthly in arrears.

The tari structure applicable to the Fund is as follows:

Amount of Funds Under Management Tari per annum
[Average Net Assets Value (NAV)]
Upto Rs 1,000 million Rs. 0.7 million or 0.20% per annum of NAV, whichever is higher
Exceeding Rs 1,000 million Rs 2 million plus 0.10% per annum of NAV
2018 2017
Note - (Rupees in '000)----------

PAYABLE TO THE SECURITIES AND
EXCHANGE COMMISSION OF PAKISTAN

Annual fee 11.1 1,616 882

Under the provisions of the Non-Banking Finance Companies and Notfied Enttes Regulatons, 2008 a collectve
investment scheme categorised as a equity scheme is required to pay as annual fee to the Securites and Exchange
Commission of Pakistan, an amount equal to 0.095 percent of the average annual net assets of the scheme. The fee
is payable annually in arrears.

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

ACCRUED EXPENSES AND OTHER LIABILITIES
Charity payable 121 5,290 155
Federal Excise Duty 12.2 6,793 6,793
Provision for Sindh Workers' Welfare Fund 12.3 6,312 6,312
Withholding tax payable 21 8,464
Auditors' remuneraton 304 300
Payable to brokers 1,812 989
Others 212 206

20,744 23,219

In accordance with the instructons of the Shariah Advisor(s), any income earned by the Fund from investments
whereby the portons of the investment of the investee company has been made in Shariah non-compliant
avenues, such porton of the income of the Fund from those investments should be given away for charitable
purposes directly by the Fund.

As per the requirement of the Finance Act, 2013, Federal Excise Duty (FED) at the rate of 16 percent on the
remuneraton of the Management Company has been applied e ectve from June 13, 2013. The Management
Company is of the view that since the remuneraton is already subject to the provincial sales tax, further levy of FED
results in double taxaton, which does not appear to be the spirit of the law, hence, a petton was collectvely filed
by the Mutual Fund Associaton of Pakistan along-with Central Depository Company of Pakistan Limited with the
Sindh High Court (SHC) on September 04, 2013.
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While disposing the above petton through order dated July 16, 2016, the SHC declared the said provisions to be
ultra vires and as a result no FED is payable with e ect from July 01, 2011. However, the tax authorites
subsequently filed appeal against the decision of the SHC in the Supreme Court of Pakistan, which is pending for the
decision.

The finance act 2016 excluded the mutual funds from the levy of FED with e ect from July 01, 2016. therefore, no
provision is charged during the year ending June 30, 2018.

However, since the appeal is pending in Supreme Court of Pakistan, the Management Company, has made a
provision on FED on remuneraton of the Management Company with e ect from June 13, 2013 tll June 30, 2016,
aggregatng to Rs. 6.793 million. Had the provision not been made, the Net Asset Value per unit as at June 30, 2018
would have been higher by Rs. 0.3 (2017: Rs. 0.85) per unit.

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

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

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

Further, the Secretary (Income Tax Policy) Federal Board of Revenue (FBR) issued a leter dated October 6, 2010 to
the Members (Domestc Operaton) North and South FBR. In the leter, reference was made to the clarificaton
issued by the Ministry statng that mutual funds are a product and their income are exempted under the law ibid.
The Secretary (Income Tax Policy) Federal Board of Revenue directed that the Ministry’s leter may be circulated
amongst field formatons for necessary acton. Following the issuance of FBR Leter, show cause notce which were
issued by taxaton o ce to certain mutual funds for payment of levy under WWF were withdrawn. However, the
Secretary (Income Tax Policy) Federal Board of Revenue vide leter January 4, 2011 cancelled ab-inito clarificatory
leter dated October 6, 2010 on applicability of WWF on mutual funds and issued show cause notces to certain
mutual funds for collectng WWF. In respect of such show cause notces, certain mutual funds have been granted
stay by the High Court of Sindh on the basis of the pending consttutonal petton in the said court as referred
above.

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

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

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

Further, the Government of Sindh also introduced levy of the Sindh Workers’ Welfare Fund (SWWF) through the
Sindh Workers” Welfare Act, 2014. The Mutual Fund Associaton of Pakistan, in the previous years based on opinion
obtained from the tax consultants, concluded that SWWF is not applicable on mutual funds. MUFAP also wrote to
the Sindh Revenue Board (SRB) that mutual funds are not establishments and are pass through vehicles; therefore,
they do not have any worker and, as a result, no SWWF is payable by them. SRB responded that since mutual funds
are included in definiton of financial insttutons in the Financial Insttutons (Recovery of Finance) Ordinance,
2001, SWWF is payable by them. MUFAP has taken up the mater with the concerned ministry [Sindh Finance
Ministry] for appropriate resoluton of the mater.
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Considering the above developments, the Management Company assessed the positon of the Fund with regard to
reversal of provision of WWF and recogniton of provision of SWWEF, and decided that:

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

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

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

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

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

As a result of the above recommendatons of the MUFAP, the Fund on January 12, 2017, reversed the provision of
WWEF amountng to Rs. 8.274 million and started recognising provision provision for SWWF.

As at June 30, 2018, the provision in relaton to SWWF amounted to Rs.6,312 million (2017: Rs.6,312 million). Had

the provision not being made, the Net Asset Value per unit as at June 30, 2018 would have been higher by Rs.
0.2777 (2017: Rs. 0.7865) per unit.

13. CONTINGENCIES AND COMMITMENTS

There are no contngencies and commitments at June 30, 2017 and June 30, 2018.

14. AUDITORS' REMUNERATION
Annual audit fee 253 250
Fee for half yearly review 40 40
Review of compliance with the requirements of the
Code of Corporate Governance - 5
Shariah Compliance Audit Fee 5 3
Out of pocket 54 83
352 381
15. 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 conditon that not less than 90% of the accountng income for the year as reduced
by capital gains whether realised or unrealised is distributed to the unit holders in cash. The Fund is also exempt
from the provisions of Secton 113 (minimum tax) under clause 11A of Part IV of the Second Schedule to the Income
Tax Ordinance, 2001. As the Fund has incurred a net loss during the year, therefore, no tax liability has been
recorded in the current year.

16. TOTAL EXPENSE RATIO
In accordance with the directve 23 of 2016 dated July 20, 2016 issued by the Securites and Exchange Commission

of Pakistan, the total expense rato of the Fund for the year ended June 30, 2018 is 3.84%, which includes 0.38%
(June: 2017 is 2.83%, which includes 0.12%) representng government levy and SECP fee.
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17. (LOSS) / EARNINGS PER UNIT

(Loss) / Earnings per unit (EPU) has not been disclosed as in the opinion of Management Company determinaton
of cumulatve weighted average number of outstanding units is not practcable.

2018 2017
---------- (Rupees in '000)----------
18. NUMBER OF UNITS IN ISSUE
Opening units in issue 8,025,872 6,129,438
Units issued during the year 20,830,023 7,401,566
Less: Units redeemed during the year (6,125,000) (5,505,132)
Total units in issue at the end of the year 22,730,895 8,025,872
19. FINANCIAL INSTRUMENTS BY CATEGORY

Available Held-for Loans and

- for-sale -trading receivables Total
. . Rupees in '000
Financial Assets
Bank balances - - 618,133 618,133
Investments 20,598 2,202,029 - 2,222,627
Dividend and profit receivable - - 5,771 5,771
Deposits and other receivables - - 2,600 2,600
20,598 2,202,029 626,504 2,849,131
———————————————————————— As at June 30, 2018 -----------m---nmmmeomeeeaae
Availabl Held-f Other financial
forsale -t?adir?g; liabilites Total
Financial Liabilites Rupees in ‘000
Payable to the Management Company - - 8,700 8,700
Payable to Trustee - - 285 285
Accrued expenses and other liabilites - - 7,618 7,618
Payable against purchase of equity instruments - - 276,163 276,163
Unit holders' fund - - 2,541,942 2,541,942
- - 2,834,708 2,834,708
------------------------ R L N e —
Availabl Held-f L d
- \f/g Lialg -terzadir(\J gr re?:aeri]vsa%rl]es Total
i i Rupees in '000
Financial Assets
Bank balances - - 67,149 67,149
Investments 1,046,359 - - 1,046,359
Dividend and profit receivable - - 3,559 3,559
Deposits and other receivables - - 24,730 24,730
1,046,359 - 95,438 1,141,797
———————————————————————— As at June 30, 2017 -----------==--nnnmmmmunee
Availabl Held-f Other financial
for sale -t?adir?gr labilites Total
Financial Liabilites Rupees in ‘000
Payable to the Management Company - - 3,315 3,315
Payable to Trustee - - 172 172
Accrued expenses and other liabilites - - 1,650 1,650
Payable against conversion and redempton of units 70,418 70,418
Unit holders' fund - - 2,541,942 2,541,942

- - 2,617,497 2,617,497
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20.

20.1

TRANSACTIONS / BALANCES WITH CONNECTED PERSONS / RELATED PARTIES

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

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

Remuneraton payable to Management Company and Trustee is determined in accordance with the provisions of
the Non-Banking Financial Company Regulatons and the Trust Deed respectvely.

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

Transactons during the year

HBL Asset Management Limited - Management Company

Management Fee including sales tax thereon 38,447 21,064
Allocaton of expenses related to registrar services,

accountng, operaton and valuaton services 1,701 946
Selling and marketng 6,805 1,392
Issue of Nil units (2017: 188,752 units) - 29,400
Issue of bonus Nil units (2017: 27,694 units) - 3,557

MCBFSL Trustee - HBL Islamic Financial Planning Fund
- Actve Allocaton Plan - Associate
Issue of 963,012 units (2017: Nil units) 109,300 -

MCBFSL Trustee - HBL Islamic Financial Planning Fund

- Conservatve Allocaton Plan - Associate

Issue of 16,260 units (2017: Nil units) 1,900 -
Redempton of 10,347 units (2017: Nil units) 1,175 -

MCBFSL Trustee - HBL Islamic Financial Planning Fund - Associate

- Strategic Allocaton Plan - Associate

Issue of 13,058,539 units (2017: Nil units) 1,467,000 -
Redempton of 2,743,541 units (2017: Nil units) 300,000 -

Habib Bank Limited - Sponsor

Issue of bonus Nil units - (2017: 792,499 units) - 101,787
Bank charges paid 186 14
Profit on bank deposits earned 1,943 906
Profit on bank deposits received 2,583 688
Dividend paid - 45,804
Executves and their relatves

Issue of 2,040 units (2017: 6,293 units) 251 1,047
Issue of bonus Nil units (2017: 2,193 units) - 282
Redempton of 4,495 units (2017: 7,915 units) 503 1,250
Central Depository Company of Pakistan Limited - Trustee

Trustee remuneraton 3,050 2,071
Service charges 203 126
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20.2 Balances outstanding as at year end

HBL Asset Management Limited - Management Company

Management fee 4,048 1,783
Sindh Sales Tax 526 232
Sales load payable 1 51
Selling and marketng payable 4,449 1,392
Allocaton of expenses related to registrar services,

accountng, operaton and valuaton services 202 89
Investment held in the Fund : 215,061 units (2017: 215,061 units) 24,050 27,963
Habib Bank Limited - Sponsor

Investment held in the Fund: 6,198,853 units (2017: 6,198,853 units) 693,203 792,817
Bank balances 10,596 50,608
Mark-up receivable on deposits with banks 48 218

MCBFSL Trustee - HBL Islamic Financial Planning Fund
- Actve Allocaton Plan - Associate
Investment held in the Fund : 963,012 units (2017: Nil units) 107,691 -

MCBFSL Trustee - HBL Islamic Financial Planning Fund
- Strategic Allocaton Plan - Associate
Investment held in the Fund : 10,314,998 units (2017: Nil units) 1,153,502 -

MCBFSL Trustee - HBL Islamic Financial Planning Fund
- Conservatve Allocaton Plan - Associate

Investment held in the Fund : 5,913 units (2017: Nil units) 661 -

Central Depository Company of Pakistan Limited - Trustee

Remuneraton payable including sales tax thereon 322 194

Security deposit 100 100

Executves and their relatves

Investment held in the Fund : 14,572 units (2017: 17,028 units) 1,630 1,180
21. FINANCIAL RISK MANAGEMENT

The Board of Directors of the Management Company has overall responsibility for the establishment and oversight
of the Fund's risk management framework. The Board is also responsible for developing and monitoring the Fund's
risk management policies.

The Fund's risk management policies are established to identfy and analyse the risks faced by the Fund, to set
appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and
systems are reviewed regularly to reflect changes in market conditons and the Fund's actvites.
The Fund primarily invests in a portolio of money market investments, government securites and in other money
market instruments. These actvites are exposed to a variety of financial risks, market risks, credit risks and liquidity
risks.
The Fund's actvites expose it to a variety of financial risks: market risk, credit risk and liquidity risk.

21.1 Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market prices.
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The Management Company manages market risk by monitoring exposure in marketable securites by following the
internal risk management policies and investment guidelines approved by the Investment Commitee of the Fund
and the regulatons laid down by the Securites and Exchange Commission of Pakistan.

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

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

21.1.2 Interest rate risk

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

a) Cash flow interest rate risk

The Fund's interest rate risk arises from the balances in savings accounts. The net income for the year would
have increased / (decreased) by Rs. 6.181 million (2017: Rs. 0.670 million) had the interest rates on savings
accounts with the banks increased / (decreased) by 100 basis points.

b) Fair value interest rate risk

Presently, the Fund does not hold any fixed rate instruments at June 30, 2018, that could expose the Fund to fair
value interest rate risk.

21.1.3 Price risk

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

The Fund’s equity securites are primarily exposed to equity price risk because of investments held and classified by
the Fund on the statement of assets and liabilites as ‘available for sale’ and 'held for trading'. To manage its price
risk arising from investments in equity securites, the Fund diversifies its portolio within the eligible stocks
prescribed in the Fund's consttutve documents. The Fund's consttutve documents / NBFC Regulatons also limit
investment in individual equity securites to not more than 10% of its net assets, or 15% of the issued capital of the
investee company and the sector exposure limit to 35% of net assets.

In case of 5% increase / (decrease) in the fair value of the Fund's equity securites on June 30, 2018, net assets of
the Fund would have increased / (decreased) by Rs. 111.131 million (2017: Rs. 52.318 million). In case of gains /
(losses) on equity securites in "available for sale™ category, the corresponding e ect will be reported in other
comprehensive income. In case of gains / (losses) on equity securites in "held for trading” category, with
corresponding e ect reported in profit and loss.

21.2 Credit risk

Credit risk represents the risk of a loss if the counter partes fail to perform as contracted. The Fund's credit risk
mainly arises from deposits with banks and financial insttutons and credit exposure arising as a result of dividend
receivable on equity securites.

Management of credit risk

For banks and financial insttutons, the Fund keeps deposits with reputed insttutons. Credit risk on account of
dividend receivable is minimal due to the statutory protectons. All transactons in listed securites are setled / paid
for upon delivery using the system of Natonal Clearing Company of Pakistan Limited. The risk of default in these
transactons is considered minimal due to inherent systematc measures taken therein. The Fund's policy is to enter
into financial contracts in accordance with the investment guidelines approved by the Investment Commitee, its
Trust Deed and the requirements of the NBFC rules and the regulatons and the guidelines given by the SECP from
tme to tme.
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Notes to the financial statements
For the year ended June 30, 2018

The analysis below summarises the credit quality of the balances in deposit accounts with Banks with which the
Fund has kept such balances as at June 30, 2018:

Balance as at Latest available published
June 30, 2018 ratng as at June 30, 2018

Rupees in ‘000’

Name of the bank Ratng agency

Saving Account

Habib Bank Limited 7,666 AAA JCR-VIS
Habib Bank Limited 2,930 AAA JCR-VIS
Bank Islami of Pakistan 557,283 A+ PACRA
Dubai Islamic Bank 50,244 AA- JCR-VIS
Bank Al Baraka 10 A+ JCR-VIS
618,133
Balance as at Latest available published
Name of the bank June 30, 2017 ratng as at June 30, 2017~ Ratngagency
Rupees in '000'
Saving Account
Habib Bank Limited 17,355 A- PACRA
Habib Bank Limited 33,253 A- PACRA
Bank Islami of Pakistan 15,854 A- PACRA
Dubai Islamic Bank 571 A- PACRA
Natonal Bank of Pakistan 116 A- PACRA
67,149
2018 2017
---------- (Rupees in '000)----------
Dividend and profit receivable 5,771 3,559
Deposits and other receivables 2,600 24,730

The maximum exposure to credit risk before considering any collateral as at June 30, 2018 and June 30, 2017 is the
carrying amount of the financial assets. Investments in equity securites, however, are not exposed to credit risk.
None of these assets are 'impaired" nor 'past due but not impaired'.

Concentraton of credit risk

Concentraton of credit risk arises when a number of financial instruments or contracts are entered into with the
same counterparty, or where a number of counterpartes are engaged in similar business actvites, or actvites in
the same geographic region, or have similar economic features that would cause their ability to meet contractual
obligatons to be similarly a ected by changes in economic, politcal or other conditons. The Fund's portolio of
financial assets is broadly diversified and transactons are entered into with diverse credit worthy counterpartes
thereby mitgatng any significant concentraton of credit risk.

The Fund's major bank balance is held with three Banks. Management believes that these banks are reputed
insttutons.

21.3 Liquidity risk

Liquidity risk is the risk that the Fund will encounter di culty in meetng obligatons arising from its financial
liabilites that are setled by delivering cash or another financial asset or such obligatons will have to be setled in
a manner disadvantageous to the Fund

The Fund is exposed to daily setlement of equity securites and daily cash redemptons, if any, at the opton of unit
holders. The Fund's approach to managing liquidity is to ensure, as far as possible, that the Fund will always have
su cient liquidity to meet its liabilites when due under both normal and stressed conditons, without incurring
unacceptable losses or risking damage to the Fund's reputaton. Its policy is therefore to invest the majority of its
assets in investments that are traded in an actve market and can be readily disposed and are considered readily
realisable.
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Notes to the financial statements
For the year ended June 30, 2018

The Fund has the ability to borrow in the short term to ensure setlement. The maximum amount available to the
Fund from the borrowing would be limited to fifeen percent of the total net asset value of the Fund at the tme of
borrowing and shall be repayable within 90 days. The facility would bear interest at commercial rates and would be
secured against the assets of the Fund. However, during the current year no borrowings were made by the Fund.

In order to manage the Fund's overall liquidity, the Fund also has the ability to withhold daily redempton requests
in excess of ten percent of the units in issue and such requests would be treated as redempton requests qualifying
for being processed on the next business day. Such procedure would contnue untl the outstanding redempton
requests come down to a level below ten percent of the units then in issue. However, no such instances were
witnessed by the Fund during the current year .

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

------------------------ As at June 30, 2018 ---------=m---nmmmomoeaaae
More than three

“months© - monthsand © TghCE Tota
Rupees in '000
Financial Liabilites
Payable to the Management Company 8,700 - - 8,700
Payable to the Trustee 285 - - 285
Accrued expenses and other liabilites 7,618 - - 7,618
Payable against purchase of equity instruments 276,163 - - 276,163
Payable against conversion of units - - - -
Unit Holder's Fund 2,541,942 - - 2,541,942
2,834,708 - - 2,834,708
———————————————————————— As at June 30, 2017 -----------mm-mmmommmoeeo e
More than three
“Ronne. - monthsand TG Tota
Rupees in '000
Financial Liabilites
Payable to the Management Company 3,315 - - 3,315
Payable to the Trustee 172 - - 172
Accrued expenses and other liabilites 1,650 - - 1,650
Payable against purchase of equity instruments - - - -
Payable against conversion of units 70,418 - - 70,418
Unit Holder's Fund 1,043,544 - - 1,043,544
1,119,099 - - 1,119,099
22. FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transacton
between market partcipants at the measurement date. Consequently, di erences can arise between carrying
values and the fair value estmates.

Underlying the definiton of fair value is the presumpton that the Fund is a going concern without any intenton or
requirement to curtail materially the scale of its operatons or to undertake a transacton on adverse terms.

The fair value of financial assets and liabilites traded in actve markets are based on the quoted market prices at
the close of trading on the period end date. The quoted market price used for financial assets held by the Fund is
current bid price.

A financial instrument is regarded as quoted in an actve market if quoted prices are readily and regularly available
from an exchange, dealer, broker, industry group, pricing service, or regulatory agency, and those prices represent
actual and regularly occurring market transactons on an arm’s length basis.

The Fund classifies fair value measurements using a fair value hierarchy that reflects the significance of the inputs
used in making the measurements. The fair value hierarchy has the following levels:
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- Fair value measurements using quoted prices (unadjusted) in actve markets for identcal assets or liabilites
(level 1);

- Fair value measurements using inputs other than quoted prices included within level 1 that are observable for
the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices) (level 2); and

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

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

June 30, 2018
Carrying amount Fair Value
Other
financial
Available Loansand assets/
-for-sale receivables liabilites  Total Level 1 Level 2 Level 3 Total

(Rupees in'000)

On-balance sheet financial instruments

Financial assets measured at fair value

Investments - Listed equity securites 20,598 2,202,029 - 2,222,627 2,222,627 - - 2,222,627
20,598 2,202,029 - 2,222,627 2,222,627 - - 2,222,627

Financial assets not measured at fair value 221

Bank balances - - 618,133 618,133

Dividend receivable and accrued mark-up - - 5771 5771

Deposits and other receivables - - 2,600 2,600

- 626,504 626,504

Financial liabilites not measured at fair value 22.1

Payable to Management Company - - 8,165 8,165
Payable to Trustee - - 285 285
Payable against purchase of equity instruments - - 276,163 276,163
Accrued expenses and other liabilites - - 7,618 7,618

- 292,231 292,231

June 30, 2017

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

(Rupeesin '000)

On-balance sheet financial instruments

Financial assets measured at fair value

Investments
- Listed equity securites 1,046,359 - - 1,046,359 1,046,359 - - 1,046,359
1,046,359 - - 1,046,359 1,046,359 - - 1,046,359
Financial assets not measured at fair value 22.1
Bank balances - - 67,149 67,149
Dividend receivable and accrued mark-up - - 3,559 3,559
Deposits and other receivables - - 24,730 24,730
95438 95438
Financial liabilites not measured at fair value 22.1
Payable to Management Company - - 3,547 3,547
Payable to Trustee - - 194 194
Payable against conversion of units - - 70,418 70,418
Accrued expenses and other liabilites - - 1,649 1,649

75,808 75,808
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22.1 The Fund has not disclosed the fair values for these financial assets and financial liabilites, as these are either short
term in nature or repriced periodically. Therefore, their carrying amounts are reasonable approximaton of fair
value.

22.2 Transfers during the year

During the year ended June 30, 2018, there were no transfers between level 1 and level 2 fair value measurements,
and no transfers into and out of level 3 financial instruments.

23. UNIT HOLDERS' FUND RISK MANAGEMENT

The unit holders' fund is represented by the net assets atributable to unit holders / redeemable units. The amount
of net assets atributable to unit holders can change significantly on a daily basis as the Fund is subject to daily
issuance and redemptons at the discreton of unit holders. These unit holders of the Fund are enttled to
distributons and to payment of a proportonate share based on the Fund's net asset value per unit on the
redempton date. The relevant movements are shown on the statement of movement in unit holders' fund.

- Monitor the level of daily issuance and redemptons relatve to the liquid assets and adjust the amount of
distributons the Fund pays to the unit holders;

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

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

The Fund has maintained and complied with the requirements of minimum fund size during the current year.
24. LIST OF TOP TEN BROKERS / DEALERS BY PERCENTAGE OF COMMISSION PAID / PAYABLE
Top ten brokers during the year ended June 30, 2018

1 JS Global Capital Limited

2 BMA Capital Management Limited

3 Optmus Capital Management (Pvt.) Limited.
4 Shajar Capital Pakistan (Pvt) Limited

5 Intermarket Securites Limited.

6 Arif Habib Limited

7 Taurus Securites Limited.

8 AL Habib Capital Markets (Pvt.) Limited.

9 EFG Hermes Pakistan Limited

10 Foundaton Securites (Pvt) Limited.

Top ten brokers during the year ended June 30, 2017

1 BMA Capital Management Limited

2 Habib Metropolitan Financial Services Limited
3 Next Capital Limited

4 Taurus Securites Limited.

5 Arif Habib Limited

6 BIPL Securites Limited

7 DJIM Securites (Pvt) Limited

8 Pearl Securites Limited

9 Optmus Capital Management (Pvt.) Limited.
10 Topline Securites (Private) Limited.

Annual Report-2018



HBL Islamic Stock Fund

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

25. PARTICULARS OF THE INVESTMENT COMMITTEE AND THE FUND MANAGER

Details of members of the Investment Commitee of the Fund as on June 30, 2018 are as follows:

S.no. Name Designaton Qualificaton Experience in years
1 Farid Ahmed Khan Chief Executve O cer MBA , CFA 25+ years
2 Muhammad Imran Chief Investment O cer MBA - Finance 18+ years
3 Jawad Naeem Specialist - Equity MBA, CFA Level 1 10+ years
4 Adeel Abdul Wahab Specialist - Equity ACCA 10+ years
5 Noman Ameer Manager Risk MBA - Finance 11+ years
6 Sateesh Balani Head of Research MBA, CFA 7+ years
26. PATTERN OF UNIT HOLDING
As at June 30, 2018
Number of Number Investment  Percentage
unitholders  Unitsheld amount investment
-------------- Rupees in '000 --------------
Individuals 282 1,453,675 162,561 6.40%
Associated Companies 4 17,482,776 1,955,057 76.91%
Retrement Funds 1 44,985 5,031 0.20%
Asset Management Company 1 215,061 24,050 0.95%
Trust 1 458,163 51,235 2.02%
Insurance companies 5 3,067,411 343,021 13.49%
Others 3 8,824 987 0.04%
297 22,730,895 2,541,942 100%
As at June 30, 2017
Number of Number  Investment Percentage
unit holders ~ Unitsheld  amount investment
-------------- Rupees in ‘000 --------------
Individuals 254 960,389 124,872 11.97%
Associated Companies 1 6,198,858 805,991 77.24%
Retrement Funds 1 44,979 5,848 0.56%
Asset Management Company 1 215,062 27,963 2.68%
Trust 1 458,162 59,571 5.71%
Insurance companies 2 77,844 10,122 0.97%
Others 2 70,578 9,177 0.88%
262 8,025,872 1,043,544 100%
217. ATTENDANCE AT MEETINGS OF BOARD OF DIRECTORS

Five meetngs of the Board of Directors were held on August 25, 2017, October 27, 2017, November 23, 2017,
February 26, 2018 and April 23, 2018 respectvely. Informaton in respect of the atendance by the Directors in the
meetngs is given below:

Number of meetngs

S.No. Name of Director Held Atended Leave granted Meetngs not atended

1 Mr. Agha Sher Shah 1 2 2 - -

2 Mr. Farid Ahmed Khan 5 5 - -

3 Ms. Ava A. Cowasjee 5 3 2 November 23, 2017 & April 23, 2018
4 Mr. Rayomond H. Kotwal 5 5 - -

5 Mr. Rizwan Haider 5 4 1 October 27,2017

6 Mr. Shabbir Hussain Hashmi 2 1 1 - -

7 Mr. Shahid Gha ar 3 2 1 1 February 26,2018

8 Mr. Nadeem Abdullah 4 4 4 - -

9 Mr.Towfiq Habib Chinoy 5 3 3 - -

10  Mr.Salahuddin Manzoor 6 3 3 - -
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1 Appointed on November 23, 2017.
2 Appointed on February 26, 2018.
3 Appointed on December 04, 2017.
4 Resigned on February 26, 2018.
5 Resigned on November 23, 2017.
6 Resigned on November 30, 2017.
28. DATE OF AUTHORISATION FOR ISSUE
These financial statements were authorised for issue on August 31, 2018 by the Board of Directors of the
Management Company.
29. CORRESPONDING FIGURES

Corresponding figures have been rearranged or reclassified, where necessary, for the purpose of beter
presentaton. No significant rearrangement or reclassificaton was made in these financial statements during the
current year.

30. GENERAL

Figures have been rounded o to the nearest thousand Rupees.

For HBL Asset Management Limited
(Management Company)

Chief Financial O cer Chief Executve O cer Director
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In connection with our audit of the financial statements, our responsibility is to read the other informatian
and, in doing so, consider whether the other information Is materially inconsistent with the financial
statements or our knowledge obtalned in the audit or otherwise appears to be materially misstated. If,
based on the work we have performed, we conclude that there is 2 material misstatement of this other
Iinformation, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Management Company and Those Charged with Governance for the Financial
Statements

Management Company 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 the Management Company determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, Management Company 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 Company either intends to liquidate the Fund or to
cease operations, or has no realistic alternative but to do so.

Those Charged with Governance of the Management Company are responsible for overseeing the Fund's
financial reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and ta 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 accardance with ISAs as applicable in Pakistan will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material If,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.

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

. Identify and assess the risks of materlal 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 sufficlent and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud Is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control. :

. Obtain an understanding of internal control relevant to the audit In order to design audit procedures.
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Management Company's internal control.

. Evaluate the appropriateness of accounting policles used and the reascnableness of accounting
estimates and related disclosures made by Management Company.

. Conclude on the appropriateness of Management Company’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

Ra

Member of
Daloitts Touche Tohmatsu Limited
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the date of our auditor’s 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 @ manner that achieves fair presentation.

We communicate with Those Chargeﬂ with Governance of the Management Company regarding, among
other matters, the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we Identify during our audit.

We also provide Those Charged with Governance of the Management Company with a statement that we
have complied with relevant ethical requirements regarding independence, and to communicate with them
all relationships and other matters that may reasonably be thought to bear on our independence, and where
applicable, related safeguards. .

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

Report on Other Legal and Regulatory Requirements

In our opinion, the financial statements have been prepa;-ed 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 auditor’s report is Hena Sadiq.

Fsdle Yousul A

Chartered Accoypitants

Place: Karachi
Date: September 19, 2018

Member of
Delottte Touche Tohmatsu Limited
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HBL ISLAMIC INCOME FUND

Statement of Assets and Liabilites
As at June 30, 2018

2018 2017
Note - (Rupees in '000)----------
Assets
Bank balances 5 2,716,661 3,192,747
Investments 6 1,389,253 1,803,410
Profit receivable 7 38,957 7,576
Receivable against sale of investments 10,156 -
Preliminary expenses and floataton costs 8 740 1,557
Deposits and prepayments 9 4,450 102
Total Assets 4,160,217 5,005,392
Liabilites
Payable to the Management Company 10 3,308 1,320
Payable to the Trustee 11 421 265
Payable to Securites and Exchange Commission of Pakistan 12 3,331 353
Payable against redempton of units 101,997 533,432
Dividend payable 20 1,796
Accrued expenses and other liabilites 13 9,614 6,981
Total Liabilites 118,691 544,147
Net Assets 4,041,526 4,461,245
Unit Holders' Fund (as per statement atached) 4,041,526 4,461,245
Contngencies and commitments 14
------- Number of units -------
Number of units in issue 15 38,019,523 44,140,526
------------ Rupees ------------
Net assets value per unit 4.9 106.3013 101.0691
The annexed notes 1 to 32 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial O cer Chief Executve O cer Director
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HBL ISLAMIC INCOME FUND

Income Statement
For the year ended June 30, 2018

Note

Income

Mark-up on bank deposits and term deposit receipts
Mark-up / return on investments
Capital gain on sale of investments - net

Unrealised appreciaton / (diminuton) on remeasurement of
investments at fair value through profit or loss - net
Unrealised (loss) / gain on re-measurement of investments at
"fair value through profit or loss - held for trading" - net

"fair value through profit or loss - held for trading" - net

Expenses

Remuneraton of the Management Company 10.1
Sindh Sales Tax on remuneraton of the Management Company 10.2
Remuneraton of the Trustee 111
Annual fee to the Securites and Exchange Commission of Pakistan 12.1
Allocaton of expenses related to registrar services,

accountng, operaton and valuaton services 10.3
Amortsaton of preliminary expenses and floataton costs 8.1
Security transacton, setlement and bank charges
Auditors' remuneraton 16
Fees and subscripton
Shariah advisory charges
Printng charges

Net income from operatng actvites

Element of income and capital gains included
in prices of units issued less those in units redeemed - net

Reversal of provision for Workers' Welfare Fund 13.1
Provision for Sindh Workers' Welfare Fund 13.1
Net income for the year before taxaton

Taxaton 17
Net income for the year afer taxaton

Allocaton of net income for the year

Income already paid on redempton of units

Accountng income available for distributon:

- Relatng to capital gains
- Excluding capital gains

Earning per unit 18

The annexed notes 1 to 32 form an integral part of these financial statements.

For HBL Asset Management Limited
(Management Company)

2018 2017
---------- (Rupees in '000)----------
199,516 22,006
74,373 6,234
14,203 1,035
288,002 29,275
(12,183) 13,116
275,909 42,391
28,248 3,223
3,672 419
5,227 842
3,332 353
4,444 481
817 816
659 346
236 218
548 243
143 144
351 72
47,677 7,157
228,232 35,234
- 9,068
- 333
(4,565) (1,177)
(4,565) (843)
223,667 43,459
223,667 43,459
176,954
968
45,745
46,713
223,667

Chief Financial O cer Chief Executve O cer
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HBL ISLAMIC INCOME FUND

Statement of Comprehensive Income
As at June 30, 2018

Note

Net income for the year afer taxaton
Other comprehensive income for the year

Total comprehensive income for the year

The annexed notes 1 to 32 form an integral part of these financial statements.

For HBL Asset Management Limited

(Management Company)

223,667 43,459

223,667 43,459

Chief Financial O cer Chief Executve O cer

Director

________Jieo




HBL ISLAMIC INCOME FUND

Statement Of Movement In Unitholders' Fund

For the year ended June 30, 2018

Net assets at beginning of the year

Issuance of 57,492,183 units (2017: 51,481,519 units)

- Capital value (at net asset value per unit at the beginning of the year)
Total proceeds on issuance of units

Redempton of 63,613,186 units (2017: 9,593,983 units)

- Capital value (at net asset value per unit at the beginning of the year)
- Amount paid out of element of income

Relatng to net income for the year afer taxaton

Total payment on redempton of units

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

Net income for the year afer taxaton
Distributon during the year

Total comprehensive income for the year
Net assets at end of the year
Undistributed income brought forward

- Realised
- Unrealised

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

Accountng income available for distributon

- Relatng to capital gains

- Excluding capital gains

Distributon during the year

Undistributed income carried forward

Undistributed income carried forward

- Realised
- Unrealised

Net assets value per unit at beginning of the year
Net assets value per unit at end of the year

The annexed notes 1 to 32 form an integral part of these financial statements.

For HBL Asset Management Limited

Chief Financial O cer
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(Management Company)

Chief Executve O cer

2018 2017
Capital Un_distributed Total Capital Un_distributed Total
value income value income
——————————————————————— (Rupees in '000)-----------------------
4,414,052 47,193 4,461,245 - - 226,967
‘ 5,810,686‘ - ‘ 5,810,686 ‘ ‘ - ‘ - -
207,749 207,749 - - -
6,018,435 6,018,435 - - 5,228,653
(6,429,330) (6,429,330) - - -
(55,537)| (176,954)| (232,491) - - -
(6,484,867) (176,954) (6,661,821) - - (999,826)
- - (9,068)
- 223,667 223,667 - - 43,459
- - - - - (28,939)
223,667 223,667 - - )
3,947,620 93,906 4,041,526 - - 4,461,245
34,077 1,146
13,116 522
47,193 1,668
31,005
968
45,745
46,713 43,459
(28,939)
93,906 47,193
106,089 34,077
(12,183) 13,116
93,906 47,193
(Rupees)
101.0691 100.7410
106.3013 101.0691
Director



HBL ISLAMIC INCOME FUND

Cash Flow Statement
As at June 30, 2018

2018 2017
Note = ----ee- (Rupees in '000)----------
Cash flows from operatng actvites
Net income for the year before taxaton 223,667 43,459
Adjustments for:
Capital gain on sale of investments - net (14,203) (1,035)
Unrealised loss / (gain) on re-measurement of investments
at 'fair value through profit or loss - held-for-trading’ - net 12,183 (13,116)
Amortsaton of preliminary expenses and floataton costs 817 816
Element of income and capital gains included in
prices of units issued less those in units redeemed - (9,068)
Mark up / return on;
- Bank (199,516) (22,006)
- Investments (74,373) (6,234)
(51,425) (7,184)
(Increase) / decrease in assets
Investments - net 406,021 (1,750,916)
Deposits and prepayments (4,348) 179
401,673 (1,750,737)
Increase / (decrease) in liabilites
Payable to the Management Company 1,988 1,064
Payable to the Trustee 156 218
Payable to Securites and Exchange Commission of Pakistan 2,978 93
Accrued expenses and other liabilites 2,633 2,928
7,755 4,303
Income received from sukuk 52,948 23,358
Profit received on bank deposit and term deposit receipts 189,560 -
242,508 23,358
Net cash generated from / (used in) operatng actvites 600,511 (1,730,260)
Cash flow from financing actvites
Amount received on issuance of units 6,018,435 5,228,653
Payment against redempton of units (7,093,256) (473,970)
Dividend paid (1,776) (29,183)
Net cash (used in) / generated from financing actvites (1,076,597) 4,725,500
Net (decrease) / increase in cash and cash equivalents (476,086) 2,995,240
Cash and cash equivalents at beginning of the year 3,192,747 197,507
Cash and cash equivalents at end of the year 5 2,716,661 3,192,747
The annexed notes 1 to 32 form an integral part of these financial statements.
For HBL Asset Management Limited
(Management Company)
Chief Financial O cer Chief Executve O cer Director
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HBL ISLAMIC INCOME FUND

Notes To The Financial Statements
For the year ended June 30, 2018

1. LEGAL STATUS AND NATURE OF BUSINESS

The HBL Islamic Income Fund was established under a trust deed executed between PICIC Asset Management
Company Limited as the Management Company and Central Depository Company of Pakistan Limited (CDC) as the
Trustee. The Fund was approved by the Securites and Exchange Commission of Pakistan (SECP) vide its leter no.
SCD/AMCW/PIIF/949/2014 dated April 4, 2014 and the trust deed was executed on February 20, 2014.

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

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

The Fund has been categorised as a Shariah Compliant Income Scheme as per the criteria laid down by the SECP for
categorizaton of open-end Collectve Investment Schemes (CISs) and is listed on the Pakistan Stock Exchange Limit-
ed. Unitsare o ered for public subscripton on a contnuous basis. The units are transferable and can be redeemed
by surrendering them to the Fund.

The investment objectve of the Fund is to provide compettve risk adjusted returns to its investors by investng in
a diversified portolio of long, medium and short term Shariah compliant debt instruments while taking into
account liquidity consideratons.

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

Title to the assets of the Fund is held in the name of Central Depository Company Limited as trustee of the Fund.
2. BASIS OF PREPARATION
2.1 Statement of compliance

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

- Internatonal Financial Reportng Standards (IFRS Standards) issued by the Internatonal Accountng Standards
Board (IASB) as notfied under the Companies Act, 2017;

- Provisions of and directves issued under the Companies Act, 2017 along with part VIIIA of the repealed Compa-
nies Ordinance, 1984; and

- Non-Banking Finance Companies (Establishment and Regulatons) Rules, 2003 (the NBFC Rules), Non-Banking
Finance Companies and Notfied Enttes Regulatons, 2008 (the NBFC Regulatons) and requirements of the
Trust Deed.

Where provisions of and directves issued under the Companies Act, 2017, part VIIIA of the repealed Companies
Ordinance, 1984, the NBFC Rules, the NBFC Regulatons and requirements of the Trust Deed di er from the IFRS
Standards, the provisions of and directves issued under the Companies Act, 2017, part VIIIA of the repealed
Companies Ordinance, 1984, the NBFC Rules, the NBFC Regulatons and requirements of the Trust Deed have been
followed.

2.2 Basis of measurement

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

2.3 Functonal and presentaton currency

These financial statements are presented in Pak Rupees, which is the Fund's functonal and presentaton currency.
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HBL ISLAMIC INCOME FUND

Notes To The Financial Statements
As at June 30, 2018

2.4

3.1

3.2

3.21

Critcal accountng estmates and judgments

The preparaton of the financial statements in conformity with the approved accountng standards requires the
management to make estmates, judgements and assumptons thata ect the reported amount of assets, liabilites,
income and expenses. It also requires the management to exercise judgement in applicaton of its accountng
policies. The estmates, judgements and associated assumptons are based on the historical experience and various
other factors that are believed to be reasonable under the circumstances. Revisions to accountng estmates are
recognised in the year in which the estmates are revised if the revision a ects only that year, or in the year of
revision and future years if the revision a ects both current and future years.

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

(i) classificaton and valuaton of financial assets (notes 4.2.1.1 and 4.2.1.4); and

(i) impairment of financial assets (note 4.2.1.5)
APPLICATION OF NEW ACCOUNTING STANDARDS / AMENDMENTS AND IFRS INTERPRETATIONS

New accountng standards / amendments and IFRS interpretatons that are e ectve for the year ended June 30,
2018

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

E ectve from accountng period
beginning on or afer:

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

tve

Amendments to IAS 12 'Income Taxes' - Recogni- January 01, 2017

ton of deferred tax assets for unrealised losses

Certain annual improvements have also been made to a number of IFRSs, which are also not relevant for the fund.
New accountng standards / amendments and IFRS interpretatons that are not yet e ectve

The following standards, amendments and interpretatons are only e ectve for accountng periods, beginning on
or afer the date mentoned against each of them. These standards, interpretatons and amendments (except IFRS
9 'Financial Instruments') are either not relevant to the fund's operatons or are not expected to have significant
impact on the fund's financial statements other than certain additonal disclosures.

E ectve from accountng period
beginning on or afer:

IFRS 15 'Revenue from contracts with customers' July 01, 2018
- This standard will supersede IAS 18, IAS 11,

IFRIC 13, 15 and 18 and SIC 31 uponits e ectve

date.

IFRS 16 'Leases' - This standard will supersede January 01, 2019
IAS 17 'Leases' upon its e ectve date.

Amendments to IFRS 2 'Share-based Payment' - January 01, 2018
Clarificaton on the classificaton and measure-
ment of share-based payment transactons

IFRS 9 'Financial Instruments’ July 01, 2018
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Notes To The Financial Statements
For the year ended June 30, 2018

3.2.2

3221

Amendments to IFRS 9 'Financial Instruments' -
Amendments regarding prepayment features
with negatve compensaton and modificatons
of financial liabilites.

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

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

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

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

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

IFRIC 22 'Foreign Currency Transactons and
Advance Consideraton': Provides guidance on
transactons where consideraton against
non-monetary prepaid asset / deferred income
is denominated in foreign currency.

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

January 01, 2019

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

E ectve from accountng period beginning on
or afer a date to be determined. Earlier applica-
ton is permited.

January 01, 2019

January 01, 2019

January 01, 2018

January 01, 2018

January 01, 2019

Certain annual improvements have also been made to a number of IFRSs, which are also not expected to have

material impact on final reportng of the fund.

IFRS 9 'Financial Instruments' Impact Assessment

"IFRS 9 'Financial Instruments' was issued on July 24, 2017. This standard is adopted locally by the Securites and
Exchange Commission of Pakistan and is e ectve from accountng periods beginning on or afer July 1, 2018.

Key requirements of IFRS 9 are as follows;

Classificaton and measurement of financial assets

- All recognized financial asset that are within the scope of IFRS9 are required to be subsequently measured at

amortsed cost or fair value.

- Debtinvestments that are held within a business model whose objectve is to collect the contractual cash flows,
that are solely payments of principal and interest on the principal outstanding are generally measured at

amortsed cost at the end of subsequent accountng periods.

- Debt instruments that are held within a business model whose objectve is achieved both by collectng
contractual cash flows and selling financial assets, and that have contractual terms that give rise on specified
dates to cash flows that are solely payments of principal and interest on the principal amount outstanding are
generally measured at fair value through Other Comprehensive Income.
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Notes To The Financial Statements
As at June 30, 2018

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

- Inadditon, under IFRS 9, enttes may make an irrevocable electon to present subsequent changes in the fair
value of an equity investment (that is not held for trading in other comprehensive income, with only dividend
income generally recognized in profit or loss.

Classificaton and measurement of financial liabilites

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

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

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

Impairment of financial assets

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

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

3.2.2.2  Impact assessment

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

Privately placed sukuk certficates and GOP ljarah sukuk classified as financial assets at fair value through profit or
loss - held for trading will be classified as financial assets measured at fair value through profit or loss upon
applicaton of IFRS 9.

Financial assets classified as loans and receivables are held with a business model whose objectve is to collect the
contractual cash flows that are solely payments of principal and interest on the principal outstanding. These
financial assets will be classified as financial assets measured at amortsed cost and will contnue to be
subsequently measured at amortsed cost upon applicaton of IFRS 9.

Other financial assets and financial liabilites at amortsed cost will contnue to be subsequently measured at
amortsed cost upon applicaton of IFRS 9.

3.2.3 Other than the aforesaid standards, interpretatons and amendments, the Internatonal Accountng Standards
Board (IASB) has also issued the following standards which have not been adopted locally by the Securites and
Exchange Commission of Pakistan:

- IFRS 1 - First Time Adopton of Internatonal Financial Reportng Standards
- IFRS 14 - Regulatory Deferral Accounts
- IFRS 17 — Insurance Contracts

3.3 Change in policy in relaton to preparaton of income statement and statement of comprehensive income

Internatonal Accountng Standard (IAS) 1 Presentaton of Financial Statements allows an entty to prepare either
two performance statements i.e. income statement and statement of comprehensive income, or one performance
statement only i.e. income statement and statement of comprehensive income (showing both items of income or
loss for the period and items of other comprehensive income). The Fund, with e ect from July 01, 2017, has
changed its policy with regard to preparaton of income statement and other comprehensive income and opted to
prepare two separate performance statements i.e. “income statement” and "statement of comprehensive
income" showing separately both income or loss for the year and items of other comprehensive income in separate
statements.
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Notes To The Financial Statements
For the year ended June 30, 2018

4.2
421
4211

4212

4.2.13

4214

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

SIGNIFICANT ACCOUNTING POLICIES

Cash and cash equivalents

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

Financial instruments

Financial assets

Classificaton

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

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

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

b) Loans and receivables

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

c) Available for sale

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

Regular way contracts

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

Inital recogniton and measurement

All financial assets are initally recognised at cost, being the fair value of the consideraton given including the
transacton cost associated with the acquisiton, except in case of "financial assets at fair value through profit or
loss - held-for-trading”, in which case the transacton costs are charged o to the income statement.

Subsequent measurement

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

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

Basis of valuaton of debt securites

The investment of the Fund in debt securites is valued on the basis of rates determined by the Mutual Fund
Associaton of Pakistan (MUFAP) in accordance with the methodology prescribed by SECP for valuaton of debt
securites vide its circular no. 1 of 2009 dated January 6, 2009 and circular no. 33 of 2012 dated October 24,
2012. In the determinaton of the rates MUFAP takes into account the holding patern of these securites and
categorises them as traded, thinly traded and non-traded securites. The circular also specifies the valuaton
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process to be followed for each category as well as the criteria for the provisioning of non-performing debt
securites.

Net gains and losses arising on changes in the fair value of financial assets carried ‘at fair value through profit or
loss - held for trading' are taken to the income statement and statement of comprehensive income.

b) Loans and receivables

Subsequent to inital recogniton financial assets classified as 'loans and receivables' are carried at amortsed
cost using the e ectve interest method.

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

4.2.1.5 Impairment

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

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

4.2.1.6  Derecogniton

Financial assets are derecognised when the rights to receive cash flows from the financial assets have expired or
have been transferred and the Fund has transferred substantally all risks and rewards of ownership.

4.2.2 Financial liabilites

All financial liabilites are recognised at the tme when the Fund becomes a party to the contractual provisions of
the instrument. These are initally recognised at fair value and subsequently stated at amortsed cost.

A financial liability is derecognised when the obligaton under the liability is discharged or cancelled or expired.

4.2.3 O settng of financial assets and liabilites
Financial assets and financial liabilites are o set and the net amount is reported in the Statement of Assets and
Liabilites when there is a legally enforceable right to set 0 the recognised amounts and there is an intenton to
setle on a net basis, or to realise the assets and setle the liabilites simultaneously.

4.3 Preliminary expenses and floataton costs
Preliminary expenses and floataton costs represent expenditure incurred prior to the commencement of
operatons of the Fund. These costs are being amortsed over a period of five years in accordance with the
requirements set out in the Trust Deed of the Fund and the Non-Banking Finance Companies and Notfied Enttes
Regulatons, 2008.

4.4 Provisions
Provisions are recognised when the Fund has a present, legal or constructve obligaton as a result of past events,
it is probable that an outlow of resources embodying economic benefits will be required to setle the obligaton
and a reliable estmate of the amount of obligaton can be made. Provisions are regularly reviewed and adjusted to
reflect the current best estmate.

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

The Fund is also exempt from the Provisions of Secton 113 (minimum tax) and secton 113C (Alternatve Corporate
Tax) under clause 11A of Part IV of the Second Schedule to the Income Tax Ordinance, 2001.
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The Fund does not account for deferred tax in these financial statements as the Fund intends to contnue availing
the tax exempton in future years by distributng in cash at least ninety percent of its accountng income for the year
as reduced by capital gains, whether realised or unrealised, to its unit holders.

4.6 Proposed distributons

Distributons declared subsequent to the reportng date are considered as non-adjustng events and are not
recognised before the reportng date.

4.7 Issue and redempton of units

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

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

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

An equalisaton account called the 'element of income / (loss) and capital gains / (losses) included in prices of units
issued less those in units redeemed' is created, in order to prevent the diluton of per unit income and distributon
of income already paid out on redempton.

The element of income and capital gains included in the prices of units issued less those in units redeemed to the
extent that it is represented by distributable income earned during the year is recognised in the income statement
and statement of comprehensive income and the element of income and capital gains represented by distributable
income carried forward from prior periods is included in the "Statement of Movement in Unitholders’ Fund".

Amendments in the NBFC Regulatons in the current year

The Securites and Exchange Commission of Pakistan through its SRO 756(1)/2017 dated August 3, 2017 has made
certain amendments in the NBFC Regulatons. The notficaton includes a definiton and explanaton relatng to
"element of income" and excludes the element of income from the expression "accountng income" as described
in Regulaton 63 (amount distributable to unit holders) of the NBFC Regulatons. As per the notficaton, element of
income represents the di erence between net assets value per unit on the issuance or redempton date, as the
case may be, of units and the net assets value per unit at the beginning of the relevant accountng period. Further,
the revised regulatons also specify that element of income is a transacton of capital nature and the receipt and

payment of element of income shall be taken to unit holders' fund. However, to maintain the same ex-dividend net
asset value of all units outstanding on the accountng date, net element of income contributed on issue of units
lying in unit holders fund will be refunded on units in the same proporton as dividend bears to accountng income
available for distributon. Furthermore, the revised regulatons also require certain additonal disclosures with
respect to 'Income Statement' and 'Statement of Movement in Unit Holders' Fund', whereas disclosure with
respect to 'Distributon Statement' has been deleted in the revised regulatons.

Previously, an equalisaton account called the ‘element of income / (loss) and capital gains / (losses) included in
prices of units issued less those in units redeemed' was created, in order to prevent the diluton of per unit income
and distributon of income already paid out on redempton. The net element of income / (loss) and capital gains /
(losses) relatng to units issued and redeemed during the accountng period which pertained to unrealised
appreciaton / (diminuton) held in the Unit Holder's Fund was recorded in a separate account and any amount
remaining in this reserve account at the end of the accountng period (whether gain or loss) was included in the
amount available for distributon to the unitholders. The remaining porton of the net element of income / (loss)
and capital gains / (losses) relatng to units issued and redeemed during an accountng period was recognised in the
Income Statement.

As required by IAS 8: 'Accountng Policies, Changes in Accountng Estmates and Errors', a change in accountng
policy requires retrospectve applicaton as if that policy had always been applied. However, the Management
Company has applied the above changes in accountng policy, including the additonal disclosures requirements in
the 'Income Statement' and 'Statement of Movement in Unit Holders' Fund', prospectvely from July 1, 2017 as
required by SECP vide its email dated February 8, 2017. Accordingly, corresponding figures have not been restated.
The ‘Distributon Statement’ for the comparatve period has not been presented as it has been deleted as a result
of the amendments made in the NBFC Regulatons through the aforementoned SRO issued by the SECP.
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Had the element of income been recognised as per the previous accountng policy, for the year would have been
lower by Rs 24.730 million. However, the change in accountng policy does not have any impact on the 'Cash Flow
Statement’, the 'net assets atributable to the unit holders' and 'net asset value per unit' as shown in the 'Statement
of Assets and Liabilites' and 'Statement of Movement in Unit Holders' Fund'. The change has resulted in inclusion
of certain additonal disclosures / new presentaton requirements in the ‘Income Statement' and 'Statement of
Movement in Unit Holders' Fund which have been incorporated in these financial statements.

4.9 Net assets value per unit

The net assets value (NAV) per unit as disclosed in the Statement of Assets and Liabilites is calculated by dividing
the net assets of the Fund by the number of units in issue at the year end.

4.10 Revenue recogniton

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

- Unrealised gains / (losses) arising on re-measurement of investments classified as 'financial assets at fair value
through profit or loss' - held for trading are included in the income statement and statement of comprehensive
income in the period in which they arise.

- Mark-up / return on Sukuks, bank profits and investment in debt securites are recognized at a tme
apportonate basis using the e ectve interest method.

4.11 Expenses

All expenses including NAV based expenses (namely management fee, trustee fee and annual fee payable to the
SECP) are recognised in the income statement and statement of comprehensive income on a tme apportonment

basis.
2018 2017
5. BANK BALANCES Note e (Rupees in '000)----------
Savings accounts 5.1 1,991,661 2,492,747
Term deposit receipt 5.2 725,000 700,000
2,716,661 3,192,747
5.1 Mark-up rates on these accounts range between 5.45% - 6.50% p.a (2017: 5.45% - 6.10% p.a).
5.2 These carry markup rate ranging from 5.75% to 6.75% (2017: 5.75% to 5.8%) per annum and having maturity
maximum by August 7, 2018 (2017: September 28, 2017).
2018 2017
Note = --------m- (Rupees in '000)----------
6. INVESTMENTS
Financial assets 'at fair value through profit or loss' - held-for-trading
- Privately placed sukuk certficates 6.1&6.1.1 1,389,253 102,755
- GOP ljarah sukuk 6.2 - 1,661,055
Loans and receivable
-Advance against inital public o ering 6.3 - 39,600
1,389,253 1,803,410
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6.1 Privately placed sukuk certficates - Held-for-Trading

: Market Market value as a
Number of units value as at percentage of
June 30
As at Purchases Sales As at ' Total Net
Name of the Investee Company Julyl, duringthe  duringthe  June 30, 2018 Investments Assets
2017 year year 2018 RU(F)JSSS in
) 's
Corporate Sukuks - Listed 7T (Number of certficates)-----------------
Byco Petroleum Limited - 100 100 - - - -
Dawood Hercules Corporaton Limited** - 5,320 5,320 523,044 38 12.94
Internatonal Brands Limited - 1,040 1,040 - 104,000 7 2.57
Meezan Bank Limited - 250 200 50 50,750 4 1.26
Neelum Jehlum Hydro Power Company - 100 100 - - - -
- 6,810 1,440 5,370 677,794 49 16.77
Corporate Sukuks - Unlisted
AGP Limited - 3,506 846 2,660 215,034 15 5.32
Al Baraka Limited - 24 24 - - - -
Dawood Hercules Corporaton Limited** - 1,100 100 1,000 100,064 7 2.48
Dubai Islamic Bank Pakistan Limited - 524 334 190 193,554 14 4.79
Engro Fertlizers Limited - 30,350 - 30,350 80,465 6 1.99
Fatma Fertlizer Company Limited 10,943 27,162 38,105 - - - -
Ghani Gasses Limited 530 1,000 - 1,530 122,342 9 3.03
Hascol Petroleum Limited - 5,000 5,000 - - - -
K Electric Limited - 5,000 5,000 - - - -
11,473 73,666 49,409 35,730 711,459 51 17.60
Total 11,473 80,476 50,849 41,100 1,389,253 100 34.37
Cost of investments at June 30, 2018 1,401,436

** Related party due to common directorship

6.1.1  These Sukuks carry semi annual mark-up at the rate of 6.04% to 7.96% per annum. (2017: semi annual mark-up at
the rate of 7.14% & 7.25% per annum).

6.1.2  Significant terms and conditons of privately placed Sukuk certficates outstanding as at June 30, 2018 are as

follows:
Remaining Maturity date
Name of security principal ~ Mark-up rate (per annum) Issue date

(per TFC)
Corporate Sukuks - Listed
Dawood Hercules Corporaton Limited 100,000 3 Month KIBOR + 1% 16-Nov-17 15-Nov-22
Internatonal Brands Limited 100,000 12 Month KIBOR + 0.50% 15-Nov-17 15-Nov-22
Meezan Bank Limited 1,000,000 6 Month KIBOR + 0.50% 22-Sep-16 22-Sep-26
Corporate Sukuks - Unlisted
AGP Limited 80,000 3 Month KIBOR + 1.30% 09-Jun-17 09-Jun-22
Dawood Hercules Corporaton Limited 100,000 3 Month KIBOR + 1% 01-Mar-18 01-Mar-23
Dubai Islamic Bank Pakistan Limited 1,000,000 6 Month KIBOR + 0.50% 14-Jul-17 14-Jul-27
Engro Fertlizers Limited 2,625 6 Month KIBOR + 1.75% 09-Jul-14 09-Jul-19
Ghani Gasses Limited 79,167 3 Month KIBOR + 1% 03-Feb-17 02-Feb-23
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o2 COPlarasuk Number of unis B
As at Purchases Sales As at June 30, Total Net
Name of the Investee Company Julyl, duringthe  duringthe June 30, 2018 Investments Assets
2017 year year 2018 Rupees in
------------------- (Number of certficates)----------------- 000s
GOP ljarah Sukuk 19 16,500 6,510 23,010
16,500 6,510 23,010
Cost of investments at June 30, 2018
2018 2017
7. PROFIT RECEIVABLE Note = —mmoeeeee- (Rupees in '000)----------
Profit on bank deposits 12,680 6,132
Profit on Corporate Sukuk 7.1 22,758 1,096
Profit on GOP ljarah Sukuk - 237
Profit on term deposit receipt 3,519 111
38,957 7,576
7.1 This includes Rs. 5.516 million (2017: Nil) receivable from Dawood Hercules Corporaton Limited, which is a related
party due to common directorship.
8. PRELIMINARY EXPENSES AND FLOATATION COSTS
Opening balance 1,557 2,373
Cost amortsed during the year 8.1 (817) (816)
Closing balance 740 1,557
8.1 Preliminary expenses and floataton costs represent expenditure incurred prior to the commencement of opera-

tons of the Fund and are being amortsed over a period of five years commencing from May 29, 2014 (post IPO) as
per the requirements set out in the Trust Deed of the Fund and NBFC regulatons.

2018 2017
9. DEPOSITS AND PREPAYMENTS NOte  ceoememeee (RUDEES in '000)---<crmnn-
Security deposit with Central Depository Company of Pakistan Limited 100 100
Security deposit with Natonal Clearing Company of Pakistan Limited 4,157 -
Prepayments 193 2
4,450 102
10. PAYABLE TO MANAGEMENT COMPANY
Management fee 10.1 2,475 858
Sindh sales tax on remuneraton of the Management Company 10.2 322 111
Sales load payable 154 234
Allocaton of expenses related to registrar services,
accountng, operaton and valuaton services 10.3 357 117
3,308 1,320
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10.1

10.2

10.3

11.

111

12.

121

13.

As per the o ering document of the Fund, the Management Company charges a fee at the rate of 10% of gross
earnings of the Scheme, calculated on daily basis not exceeding 1.50% of the average daily net assets of the
Scheme and subject to a minimum fee of 0.50% of the average daily net assets of the Scheme subject to the guide-
lines issued by the Commission from tme to tme . The fee is payable monthly in arrears.

The Sindh Government has levied Sindh Sales Tax at the rate of 13% (2017: 13%) on the remuneraton of the
Management Company through Sindh Sales Tax on Services Act, 2011.

"As per Regulaton 60(3)(s) of the amended NBFC Regulatons dated November 25, 2015, fee and expenses pertain-
ing to registrar services, accountng, operaton and valuaton services related to a Collectve Investment Scheme
(CIS) are chargeable to the CIS, maximum upto 0.1 percent of the average annual net assets or the actual cost
whichever is lower. Accordingly, the Management Company has charged aforementoned expenses to the extent of
0.1% of the average annual net assets, being lower amount, to the Fund during the year.

Note = ---------- (Rupees in '000)----------
PAYABLE TO THE TRUSTEE

Trustee fee 111 421 265

The Trustee is enttled to a monthly remuneraton for services rendered to the Fund under the provisions of the
Trust Deed as per the tari  specified therein, based on the daily net assets of the Fund. The fee is paid to the Trust-
ee monthly in arrears.

Based on the Trust Deed, the tari structure applicable to the Fund are as follows:

Amount of funds under management [Average Tari per annum
Net Assets Value (NAV)]
Upton Rs 1,000 million 0.17% p.a. of NAV _
Exceeding Rs 1,000 million and up to Rs 1.70 million plus 0.085% p.a. of NAV exceeding
Rs 5,000 million Rs 1,000 million
Over 5,000 million Rs 5.10 million plus 0.07% p.a. of NAV exceeding

Rs 5,000 million
PAYABLE TO THE SECURITIES AND 2018 _ 2017
EXCHANGE COMMISSION OF PAKISTAN Note ~ ------me- (Rupees in *000)----------
Annual fee 12.1 3,331 353

Under the provisions of the Non-Banking Finance Companies and Notfied Enttes Regulatons, 2008 a collectve
investment scheme categorized as aincome scheme is required to pay as annual fee to the Securites and Exchange
Commission of Pakistan, an amount equal to 0.075 percent of the average annual net assets of the scheme. The fee
is payable annually in arrears.

2018 2017

ACCRUED EXPENSES AND OTHER LIABILITIES NI S—— (Rupees in '000)----------
Withholding tax payable 2,045 4,127
Federal excise duty 13.2 1,344 1,344
Provision for Sindh Workers' Welfare Fund 13.1 5,741 1,177
Auditors' remuneraton 169 140
Payable to brokers 43 97
Printng charges 254 80
Other payables 18 16

9,614 6,981
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13.1 "The Finance Act 2008 introduced an amendment to the Workers' Welfare Fund Ordinance, 1971 (WWF
Ordinance). As a result of this amendment it may be construed that all Collectve Investment Schemes (CISs) /
mutual funds whose income exceeds Rs. 0.5 million in a tax year, have been brought within the scope of the WWF
Ordinance, thus rendering them liable to pay contributon to WWF at the rate of two percent of their accountng
or taxable income, whichever is higher. In this regard, a consttutonal petton has been filed by certain CISs
through their trustees in the High Court of Sindh, challenging the applicability of WWF to the CISs, which is pending
adjudicaton.

The Finance Act 2015 incorporated an amendment in WWF Ordinance by excluding CIS from the definiton of
Industrial Establishment, and consequently CIS are no more liable to pay contributon to WWF with e ect from July
1,2015."

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

Further, the Secretary (Income Tax Policy) Federal Board of Revenue (FBR) issued a leter dated October 6, 2010 to
the Members (Domestc Operaton) North and South FBR. In the leter, reference was made to the clarificaton
issued by the Ministry statng that mutual funds are a product and their income are exempted under the law ibid.
The Secretary (Income Tax Policy) Federal Board of Revenue directed that the Ministry’s leter may be circulated
amongst field formatons for necessary acton. Following the issuance of FBR Leter, show cause notce which were
issued by taxaton o ce to certain mutual funds for payment of levy under WWF were withdrawn. However, the
Secretary (Income Tax Policy) Federal Board of Revenue vide leter January 4, 2011 cancelled ab-inito clarificatory
leter dated October 6, 2010 on applicability of WWF on mutual funds and issued show cause notces to certain
mutual funds for collectng WWF. In respect of such show cause notces, certain mutual funds have been granted
stay by High Court of Sindh on the basis of the pending consttutonal petton in the said court as referred above.

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

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

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

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

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

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

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

As a result, the Management Company assessed that no further provision is required for SWWF and additonal
provision of WWF should be carried forward tll the mater is cleared.
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In the wake of the aforesaid developments, the MUFAP called its Extraordinary General Meetng (EOGM) on
January 11, 2017, wherein the MUFAP recommended to its members that e ectve from January 12, 2017, Work-
ers' Welfare Fund (WWF) recognised earlier should be reversed in light of the decision made by the Supreme Court
of Pakistan; and Sindh Workers' Welfare Fund (SWWF) should be recognized e ectve from May 21, 2015.

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

As a result of the above recommendatons of the MUFAP, the Fund on January 12, 2017, reversed the provision of
WWF amountng to Rs. 0.333 million and had started recognising provision for SWWF.

As at June 30, 2018, the provision in relaton to SWWF amounted to Rs. 5.741 million (2017: Rs. 1.177 million). Had
the provision not being made, the Net Asset Value per unit as at June 30, 2018 would have been higher by Rs. 0.15
(June 30, 2017: Rs. 0.03) per unit.

13.2 As per the requirement of the Finance Act, 2013, Federal Excise Duty (FED) is levied at the rate of 16% on the remu-
neraton of the Management Company has been applied e ectve from June 13, 2013. The Sindh Provincial Govern-
ment has levied Sindh Sales Tax (SST) on the remuneraton of the Management Company and sales load through
Sindh Sales Tax on Services Act 2011 e ectve fromJuly 1, 2011. During the year SST at the rate of 13 percent (2017:
13 percent) was charged on the remuneraton of Fund Manager and sales load.

While disposing the above petton through order dated July 16, 2016, the SHC declared the said provisions to be
ultra vires and as a result no FED is payable with e ect from July 01, 2011. However, the tax authorites subsequent-
ly filed appeal against the decision of the SHC in the Supreme Court of Pakistan, which is pending for the decision.

The Finance Act 2016 excluded the mutual funds from the levy of FED with e ect from July 01, 2016. therefore, no
provision is charged for the years ended June 30, 2018 and June 30, 2017.

However, since the appeal is pending in Supreme Court of Pakistan, the Management Company, has made a provi-
sion on FED on remuneraton of Management Company, aggregatng to Rs. 1.344 million (2017: Rs. 1.344 million).
Had the provision not been made, the Net Asset Value per certficate as at June 30, 2018 would have been higher
by Rs. 0.04 (2017: Rs. 0.03) per unit.

14, CONTINGENCIES AND COMMITMENTS

There are no contngencies and commitments outstanding as at June 30, 2018 and June 30, 2017 except as
disclosed elsewhere in the financial statements.

2018 2017
15, NUMBEROFUNITSINISSUE == (Rupees in "000)----------
Total units in issue at the beginning of the year 44,140,526 2,252,990
Units issued 57,492,183 51,481,519
Units redeemed (63,613,186) (9,593,983)
Total units in issue at the end of the year 38,019,523 44,140,526
16. AUDITORS' REMUNERATION

Annual statutory audit fee 140 94
Fee for half yearly review 60 47

Review of compliance with the requirements of the
Code of Corporate Governance - 32
Out of pocket 36 45
236 218
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17. 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 conditon that not less than 90% of the accountng income for the year as reduced
by capital gains whether realised or unrealised is distributed to the unit holders in cash. The Fund is also exempt
from the provisions of secton 113 (minimum tax) under clause 11A of Part IV of the Second Schedule to the Income
Tax Ordinance, 2001. Subsequent to year end on July 4, 2018, Management Company has distributed cash dividend
of at least 90 percent of the aforementoned accountng income to the unit holders. Accordingly, no provision for
taxaton has been recognised in these financial statements.

18. EARNINGS PER UNIT

Earnings per unit (EPU) has not been disclosed as in the opinion of Management Company determinaton of cumu-
latve weighted average number of outstanding units is not practcable.

19. TRANSACTIONS AND BALANCES WITH CONNECTED PERSONS / RELATED PARTIES

Connected persons include HBL Asset Management Limited being the Management Company, Habib Bank Limited
being the Sponsor, Central Depository Company of Pakistan Limited, being the Trustee of the Fund, other collectve
investment schemes managed by the Management Company, directors and o cers of the Management Company
and directors of connected persons.

Transactons with connected persons are in the normal course of business, at contracted rates and terms deter-
mined in accordance with market rates.

Remuneraton payable to Management Company and Trustee is determined in accordance with the provisions of
the NBFC Regulatons and the Trust Deed respectvely.

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

19.1 Transactons during the year
2018 2017

Management Company T (Rupees in 000)----------
HBL Asset Management Limited
Remuneraton of the Management Company for the year 28,248 3,223
Sindh sales tax on remuneraton of the Management Company 3,672 419
Allocaton of expenses related to registrar services,

accountng, operaton and valuaton services 4,444 481
Redempton of Nil units (2017: 248,136 units) - 25,400
Habib Bank Limited - Sponsors
Profit on bank deposits 341 74
Bank charges paid 93 4
Issue of 2,422,199 units (June 2017: Nil units) 250,000 4
Central Depository Company of Pakistan Limited-Trustee
Remuneraton 5,227 842
Transacton charges paid 63 9
Directors and executves of the Management Company
Issue of 208,630 units (2017: 272,129 units) 21,551 28,100
Redempton of 79,087 units (2017: 171,627 units) 8,076 18,061
Dividend paid - 175
HBL Asset Management Limited Employees Gratuity Fund
Issue of 4,124 units (2017: Nil units) 428 -

HBL Asset Management Limited Employees Provident Fund
Issue of 22,169 units (2017: Nil units) 2,313 -
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MCBFSL Trustee HBL Islamic Financial Planning Fund
Actve Allocaton Plan

Issue of 2,478,879 units (2017: 1,512,478 units) 257,259 152,990
Redempton of 3,073,447 units (2017: Nil units) 320,274 -

MCBFSL Trustee HBL Islamic Financial Planning Fund
Conservatve Allocaton Plan

Issue of 864,289 units (2017: 384,899 units) 89,481 38,919
Redempton of 975,448 units (2017: Nil units) 101,029 -

MCBFSL Trustee HBL Islamic Financial Planning
Fund Strategic Allocaton Plan

Issue of 26,235,908 units (2017: 38,577,118 units) 2,780,608 3,900,000
Redempton of 43,251,224 units (2017: 1,299,931 units) 4,527,507 131,500
Dividend Nil units (2017: 129,423 units) - 13,047

Jubilee Life Insurance Company Limited
Associated company due to common Directorship
Sale of certficates 2,300 210,445

Dawood Hercules Corporaton Limited

Associated company due to common Directorship

Purchase of 5,320 certficates (2017: Nil Certficate) 532,000 -
Sale of 100 certficates (2017: Nil Certficate) 10,000 -

CDC - Trustee HBL Income fund
Sale of Sukuk certficates 100,000 -

HBL Islamic Asset Allocaton fund
Purchase of Sukuk certficates 96,000 -
Sale of Sukuk certficates 96,000 -

Balances outstanding as at year end

HBL Asset Management Limited

Management fee 2,475 858
Sindh sales tax 322 111
Sales load payable 154 233
Allocaton of expenses related to registrar services,

accountng, operaton and valuaton services 357 117

Central Depository Company of Pakistan Limited - Trustee

Remuneraton payable 421 265
Habib Bank Limited - Sponsor

Investment held in the Fund : 2,422,199 units (2017: Nil units) 257,483 -
Bank balances 8,636 8,722

HBL Asset Management Limited Employees Gratuity Fund
Investment held in the fund 4,124 units (2017: Nil units) 438 -
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HBL Asset Management Limited Employees Provident Fund
Investment held in the fund of 22,169 units (2017: Nil units) 2,357 -

MCBFSL Trustee HBL Islamic Financial Planning Fund
Actve Allocaton Plan
Investment held in the Fund : 917,910 units (2017: 1,512,478 units) 97,575 152,865

MCBFSL Trustee HBL Islamic Financial Planning Fund
Conservatve Allocaton Plan
Investment held in the Fund : 273,740 units (2017: 384,899 units) 29,099 38,901

MCBFSL Trustee HBL Islamic Financial Planning
Fund Strategic Allocaton Plan
Investment held in the Fund : 20,391,293 units (2017: 37,406,609 units) 2,167,622 3,780,652

Executves of the Management Company
and their relatves

Investment held in the Fund : 260,862 units (2017: 131,223 units) 27,730 13,298
Dawood Hercules Corporaton Limited

Investment in sukuk certficates : 5220 certficates (2017: Nil) 523,044 -
Profit Receivable on sukuk certficates 5,516 -

Advance against inital public o ering -

20. FINANCIAL INSTRUMENTS BY CATEGORY Asat June 30, 2018 ----------------
Loans and At fair value
. through profit Total
receivables
or loss

Financialassets e Rupees in '000"-----------==---------
Bank balances 2,716,661 - 2,716,661
Investments - 1,389,253 1,389,253
Profit receivable 38,957 - 38,957
Receivable against sale of investments 10,156 - 10,156
2,765,774 1,389,253 4,155,027

---------------- Asat June 30, 2018 --r---r-mrmrre

At fair value Other
through profit financial Total
or loss liabilites
Financial liabilites e Rupees in '000"----------=----------
Payable to the Management Company - 2,986 2,986
Payable to Trustee - 421 421
Accrued expenses and other liabilites - 484 484
Payable against redempton of units - 101,997 101,997
Unit holders' fund - 4,041,526 4,041,526
- 4,147,414 4,147,414
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Loansand At fair valug
. through profit Total
receivables
. . or loss
Financial assets
---------------------- Rupees in '000"---------====---------
Bank balances 3,192,747 - 3,192,747
Investments 39,600 1,763,810 1,803,410
Profit receivable 7,576 - 7,576
3,239,923 1,763,810 5,003,733
---------------- Asat June 30, 2018 --------------
At fair value Other
through profit financial Total
or loss liabilites
Financial liabilites TSN 1000
Payable to the Management Company - 1,209 1,209
Payable to Trustee - 235 235
Accrued expenses and other liabilites - 333 333
Payable against redempton of units - 533,432 533,432
Unit holders' fund - 4,461,245 4,461,245
- 4,996,455 4,996,455

21. RISK MANAGEMENT
The Board of Directors of the Management Company has overall responsibility for the establishment and oversight
of the Fund's risk management framework. The Board is also responsible for developing and monitoring the Fund's
risk management policies.
The Fund's risk management policies are established to identfy and analyse the risks faced by the Fund, to set
appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and
systems are reviewed regularly to reflect changes in market conditons and the Fund's actvites.

The Fund primarily invests in a portolio of long, medium and short term Shariah compliant debt instruments.
These actvites are exposed to a variety of financial risks, market risks, credit risks and liquidity risks.

21.1 Market risk

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

The Management Company manages market risk by monitoring exposure in marketable securites by following the
internal risk management policies and investment guidelines approved by the Investment Commitee of the Fund
and the regulatons laid down by the Securites and Exchange Commission of Pakistan.
Market risk comprises of three types of risk; currency risk, interest rate risk and other price risk.

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

21.1.2 Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate as a result
of changes in market interest rates.

a) Cash flow interest rate risk
The Fund's interest rate risk arises from the balances in savings accounts and term deposit receipts. The net

income for the year would have increased / (decreased) by Rs. 27.167 million (2017: Rs. 31.927 million), had the
interest rates on savings accounts with banks increased / (decreased) by 100 basis points.
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b) Fair value interest rate risk

As at June 30, 2018 and June 30, 2017, the Fund does not have any fixed rate financial assets and liabilites at
fair value through profit or loss, that could expose the Fund to fair value interest rate risk.

The compositon of the Fund's investment portolio and rates announced by Financial Market Associaton of
Pakistan is expected to change over tme. Therefore, the sensitvity analysis prepared as of June 30, 2018 is not
necessarily indicatve of the e ect on the Fund's net assets of future movements in interest rates.

Yield / interest rate sensitvity positon for on-balance sheet financial instruments is based on the earlier of
contractual repricing or maturity date and for o -balance sheet instruments is based on the setlement date.

2018
Exposed to Yield / Interest rate risk
More than M h Not exposed to
Uptothree three months  MOr€ than vy /\nterest  Total
months  anduptoone  ONeyear rate risk
N year

On-balance sheet financial instruments ——————— s P ——
Financial assets
Balances with banks 2,716,661 - - - 2,716,661
Investments - 1,389,253 - - 1,389,253
Profit receivable - - - 38,957 38,957
Receivable against sale of investments - - - 10,156 10,156

2,716,661 1,389,253 - 49,113 4,155,027
Financial liabilites
Payable to the Management Company - - - 2,986 2,986
Payable to the Trustee - - - 421 421
Accrued expenses and other liabilites - - - 484 484
Payable against redempton of units - - - 101,997 101,997
Unit holders' fund - - - 4,041,526 4,041,526

- - - 4,147,414 4,147,414
On-balance sheet gap 2,716,661 1,389,253 - (4,098,301) 7,613
O -balance sheet financial instruments - - B - -
O -balance sheet gap - - - - -
2017
Exposed to Yield / Interest rate risk
More than h Not exposed to
Uptothree three months  MOr€ than oy /interest  Total
months  anduptoone ~ ON€Year rate risk
year
---------------------- Rupees in '000"---------=-=----------

On-balance sheet financial instrumentS :
Financial assets
Balances with banks 3,192,747 - - - 3,192,747
Investments - 1,803,410 - - 1,803,410
Profit receivable - - - 7576 7,576

3,192,747 1,803,410 - 7,576 5,003,733
Financial liabilites
Payable to the Management Company - - - 1,209 1,209
Payable to the Trustee - - - 235 235
Accrued expenses and other liabilites - - - 333 333
Payable against redempton of units - - - 533,432 533,432
Unit Holders' Fund - - - 4,461,245 4,461,245

- - - 4,996,455 4,996,455

On-balance sheet gap 3,192,747 1,803,410 - (4,988,879) 7,278

O -balance sheet financial instruments
O -balance sheet gap - - - - N
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21.1.3 Price risk

Price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate as a result of
changes in market prices (other than those arising from interest rate risk or currency risk) whether those changes
are caused by factors specific to the individual financial instrument or its issuer, or factors a ectng all similar finan-
cial instruments traded in the market. Currently, the Fund does not hold any security which exposes the Fund to
price risk.

21.2 Credit risk

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

The Fund's credit risk is primarily atributable to its investment in shariah compliant securites and government
securites, balances with banks, deposits and other receivables. The credit risk of the Fund is limited as the invest-
ments are made and balances are maintained with counter partes that are financial insttutons with reasonably
high credit ratngs. Risk atributable to investment in government securites is limited as these are guaranteed by
the Federal Government.

The maximum exposure to credit risk before any credit enhancement as at June 30, 2018 is the carrying amount of
the financial assets.

The analysis below summarises the credit quality of the Fund's bank balances. TDRs and Investments as at June 30,
2018 and June 30, 2017:

Latest available
8 published ratng as Ratng agency
atJune 30,2018

Balances held by the

Name of banks / insttutons Fund as at June 30, 201

Balances with banks by ratng category

Al Baraka Pakistan Limited 49 A+ JCR-VIS
United Bank Limited 35 AAA JCR-VIS
Bank Islami Pakistan Limited 24,201 A+ PACRA
Burj Bank Limited 15 BBB+ JCR-VIS
Habib Bank Limited 8,636 AAA JCR-VIS
Soneri Bank Limited 396,734 AA- PACRA
Dubai Islamic Bank 322,383 AA- JCR-VIS
Allied Bank Limited 524,823 AA+ PACRA
Askari Bank Limited 20 AA+ PACRA
Faysal Bank Limited 91 AA PACRA
Summit Bank 767,543 A- JCR-VIS
Bank Alhabib Limited 327,131 AA+ PACRA
2,371,661

Balance with financial insttuiton
First Habib Modarba 345,000 AA+ PACRA

Total Balances with banks and
financial insttutons 2,716,661
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Investments by ratng category

Balances held by the published ratng as

Name of investee company Fund as at June 30,2018  atJune 30,2018 Ratng agency

Corporate Sukuks - Listed

Dawood Hercules Corporaton Limited 523,044 AA PACRA

Internatonal Brands Limited 104,000 AA JCR-VIS

Meezan Bank Limited 50,750 AA JCR-VIS
677,794

Corporate Sukuks - Unlisted

AGP Limited 215,034 A PACRA

Dawood Hercules Corporaton Limited 100,064 AA PACRA

Dubai Islamic Bank Pakistan Limited 193,554 A+ JCR-VIS

Engro Fertlizers Limited 80,465 AA- PACRA

Ghani Gasses Limited 122,342 A PACRA
711,459

Total Investments 1,389,253

Balances with banks by ratng category

Latest available
published ratng as Ratng agency
atJune 30,2018

Balances held by the

Name of banks / insttutons Fund as at June 30, 2017

Dubai Islamic Bank Limited 1,734,927 A-1+ PACRA
Askari bank Limited 500,010 Al+ PACRA
Soneri bank Limited 772,743 Al+ PACRA
Bank Islami Pakistan Limited 176,243 Al PACRA
Habib bank Limited 8,722 A-1+ PACRA
AlBaraka Bank (Pakistan) Limited 50 Al PACRA
United Bank Limited 32 A-1+ PACRA
Allied bank Limited 10 Al+ PACRA
Faisal Bank Limited 10 Al+ PACRA
Total Balances with banks 3,192,747

Balances held by the

Name of investee company Fund as at June 30. 201

7 published ratng as Ratng agency
atJune 30,2018

Corporate Sukuks - Listed

Fatma Fertlizer Company Limited 51,455 AA- PACRA
51,455

Corporate Sukuks - Unlisted

Ghani Gases Limited 51,300 A PACRA
51,300

GOP ljarah Sukuk

GOP ljara 19 1,661,055 - -

Total Investment 1,763,810

Annual Report-2018



HBL ISLAMIC INCOME FUND

Notes To The Financial Statements
For the year ended June 30, 2018

Concentraton of credit risk

Concentraton of credit risk exists when changes in economic or industry factors similarly a ect groups of counter-
partes whose aggregate credit exposure is significant in relaton to the Fund's total credit exposure. The Fund's
portolio of financial instruments is mainly concentrated in privately placed corporate sukuks and bank balances
while the remaining transactons are entered into with diverse credit-worthy counterpartes thereby mitgatng any
significant concentraton of credit risk to counterpartes other than the government.

21.3 Liquidity risk

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

The Fund is exposed to daily cash redemptons, if any, at the opton of unit holders. The Fund's approach to manag-
ing liquidity is to ensure, as far as possible, that the Fund will always have su cient liquidity to meet its liabilites
when due under both normal and stressed conditons, without incurring unacceptable losses or risking damage to
the Fund's reputaton. Its policy is therefore to invest the majority of its assets in investments that are traded in an
actve market and can be readily disposed and are considered readily realisable.

The Fund has the ability to borrow in the short term to ensure setlement. The maximum amount available to the
Fund from the borrowing would be limited to fifeen percent of the total net asset value of the Fund at the tme of
borrowing and shall be repayable within 90 days. The facility would bear interest at commercial rates and would be
secured against the assets of the Fund. However, during the current year no borrowings were made by the Fund.

In order to manage the Fund's overall liquidity, the Fund also has the ability to withhold daily redempton requests
in excess of ten percent of the units in issue and such requests would be treated as redempton requests qualifying
for being processed on the next business day. Such procedure would contnue untl the outstanding redempton
requests come down to a level below ten percent of the units then in issue. However, no such instances were
witnessed by the Fund during the current year .

The table below analyses the Fund's financial liabilites into relevant maturity groupings based on the remaining
period at the reportng date to the contractual maturity date. The amounts in the table are the contractual undis-
counted cash flows.

-------------- As at June 30, 2018 --------------
More than

Upto three More than Total
three months
months and upto one year
one year

Financial liabilites (excluding unit holders' fund)

Payable to the Management Company 2,986 - - 2,986
Payable to the Trustee 421 - - 421
Accrued expenses and other liabilites 484 - - 484
Payable against redempton of units 101,997 - - 101,997
Unit holder's fund 1,0111526 - - 1,02[11526

-------------- As at June 30, 2017 --------------
More than

Upto three More than Total
three months
months and upto one year
one year

Financial liabilites (excluding unit holders' fund)

Payable to the Management Company 1,209 - - 1,209
Payable to the Trustee 235 - - 235
Accrued expenses and other liabilites 333 - - 333
Payable against redempton of units 533,432 - - 533,432

535,210 - - 535,210
Unit holder's fund 4,461,245 - - 4,461,245
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22. FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transacton
between market partcipants at the measurement date. Consequently, di erences can arise between carrying
values and the fair value estmates.

Underlying the definiton of fair value is the presumpton that the Fund is a going concern without any intenton or
requirement to curtail materially the scale of its operatons or to undertake a transacton on adverse terms.

The fair value of financial assets and liabilites traded in actve markets are based on the quoted market prices at
the close of trading on the period end date. The quoted market price used for financial assets held by the Fund is
current bid price.

A financial instrument is regarded as quoted in an actve market if quoted prices are readily and regularly available
from an exchange, dealer, broker, industry group, pricing service, or regulatory agency, and those prices represent
actual and regularly occurring market transactons on an arm’s length basis.

The Fund classifies fair value measurements using a fair value hierarchy that reflects the significance of the inputs
used in making the measurements. The fair value hierarchy has the following levels:

- Fair value measurements using quoted prices (unadjusted) in actve markets for identcal assets or liabilites
(level 1);

- Fair value measurements using inputs other than quoted prices included within level 1 that are observable for
the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices) (level 2); and

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

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

June 30, 2018

Carrying amount Fair Value

Fairvalue  Loans and Other Total Levell Level2 Level3 Total
through profit receivables financial

or loss - Held assets /

for trading liabilites

On-balance sheet financial instruments Note
Financial assets measured at fair value

Investments 1,389,253 - - 1,389,253 1,389,253 1,389,253
1,389,253 - - 1,389,253 - 1,389,253 - 1,389,253
Financial assets not measured at fair value 22.1
Balances with banks - 2,716,661 - 2,716,661
Profit receivable - 38,957 - 38,957
Receivable against sale of investments - 10,156 - 10,156
- 2,765,774 - 2,765,774

Financial liabilites not measured at fair value

Payable to Management Company - - 2,986 2,986
Payable to Trustee - - 421 421
Accrued expenses and other liabilites - - 484 484
Payable against redempton of units - - 101,997 101,997
Unit holders' fund - - 4,041,526 4,041,526

- - 4,147,414 4,147,414
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June 30, 2018

Carrying amount Fair Value
Fairvalue  Loans and Other Total Levell Level2 Level 3 Total
Note through profit receivables financial
or loss - Held assets /
for trading liabilites
On-balance sheet financial instruments T (Rupees in *000)----------
Financial assets measured at fair value
Investments 1,763,810 - - 1,763,810 1,763,810 1,763,810
1,763,810 - - 1,763,810 - 1,763,810 - 1,763,810
Financial assets not measured at fair value 22.1
Balances with banks - 3,192,747 - 3,192,747
Investments - 39,600 - 39,600
Profit receivable - 7,576 - 7,576
3,239,923 - 3,239,923
Financial liabilites not measured at fair value
Payable to Management Company - - 1,209 1,209
Payable to Trustee - - 235 235
Accrued expenses and other liabilites - - 333 333
Payable against redempton of units - - 533,432 533,432
Unit holders' fund - - 4,461,245 4,461,245
- 4,996,455 4,996,455
22.1 The Fund has not disclosed the fair values for these financial assets and financial liabilites, as these are either short
term in nature or repriced periodically. Therefore, their carrying amounts are reasonable approximaton of fair
value.
22.2 Transfers during the year

There were no transfers between various levels of fair value hierarchy during the year.
23. UNIT HOLDERS' FUND RISK MANAGEMENT

The unit holders' fund is represented by the net assets atributable to unit holders / redeemable units. The amount
of net assets atributable to unit holders can change significantly on a daily basis as the Fund is subject to daily
issuance and redemptons at the discreton of unit holders. These unit holders of the Fund are enttled to distribu-
tons and to payment of a proportonate share based on the Fund's net asset value per unit on the redempton
date. The relevant movements are shown on the statement of movement in unit holders' fund. Unit holders fund
risk management is carried out by the Management Company through following steps:

- Monitor the level of daily issuance and redemptons relatve to the liquid assets and adjust the amount of distri-
butons the Fund pays to the unit holders;

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

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

The Fund has maintained and complied with the requirements of minimum fund size during the current year.
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24,

25.

26.

LIST OF TOP TEN BROKERS / DEALERS BY PERCENTAGE OF COMMISSION PAID / PAYABLE

Brokers during the year ended June 30, 2018

Next Capital Limited

Invest Capital Markets Limited

BIPL Securites Limited

JS Global Capital Limited

Paramount Capital (Private.) Limited
BMA Capital Management Limited
Bright Capital (Private) Limited

~NoobhwNE

Brokers during the year ended June 30, 2017

1 BMA Capital Management Limited.
2 Next Capital Limited.

3 Paramount Capital (Private) Limited.
4 Summit Capital (Private) Limited.

PARTICULARS OF THE INVESTMENT COMMITTEE AND THE FUND MANAGER

Details of members of the Investment Commitee of the Fund as on June 30, 2018 are as follows:

S.no. Name Designaton Qualificaton Experience in years
1 Farid Ahmed Khan Chief Executve O cer CFA, MBA 25+ years
2 Muhammad Imran Chief Investment O cer MBA - Finance 18+ years
3 Faizan Saleem Head of Fixed Income MBA - Finance 10+ years
4 Noman Ameer Manager Risk MBA - Finance 11+ years
5 Sateesh Balani Head of Research CFA, MBA 7+ years
PATTERN OF UNIT HOLDING
Patern of unit holding as at June 30, 2018 is as follows:
C Number of Number of Investment p

ategory unit holders units held amount ercentage
Individuals 312 4,782,703 508,408 12.58%
Associated Companies and Directors 2 29,922 3,181 0.08%
Banks and DFls 1 2,422,199 257,483 6.37%
Insurance Companies 5 1,938,135 206,026 5.10%
Trust 5 21,602,945 2,296,422 56.82%
Retrement Funds 10 444,288 47,228 1.17%
Other corporate 12 6,799,331 722,778 17.88%

347 38,019,523 4,041,526 100.00%

Patern of unit holding as at June 30, 2017 is as follows:
C Number of Number of Investment P

ategory unit holders units held amount ercentage
Individuals 134 42,112,919 193,932 4.35%
Retrement Funds 2 108,806 10,995 0.25%
Other corporate 10 1,918,801 4,256,318 95.40%

146 44,140,526 4,461,245 100.00%
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