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Vision

We at AL Habib Asset Management Limited make it possible for everyone
to invest in Mutual Funds by providing innovative products.

Mission

We aim to excel in Fund Management business by:
Understanding the customer needs through close interaction.

Focusing on offering our investors the best possible returns on a diverse
range of porducts.

Attaining sustained growth in an ethical manner.

Providing a conducive working environment that stimulates talent.




DIRECTORS' REPORT

The Board of Directors of Habib Asset Management Limited (HAML) is pleased to present the Annual Report
along with the audited financial statements of the Funds under its management for the year ended June 30, 2020.

ECONOMY AND MONEY MARKET

The COVID-19 pandemic has spread with alarming speed infecting millions and bringing economic activities to
a near standstill, the whole world imposed strict lockdown and tight restrictions on the movements to contain the
spread of the virus. Global economy triggered largest economic shock in decades. As a result of this pandemic,
Pakistan's economy witnessed a contraction in GDP by 0.4% during the Financial Year 2020 (FY20) as compared
to growth of about 2% in Financial Year 2019 (FY19). This was the first time in country's history where it post a
negative growth.

Earlier the government had opted for stabilization measures and successfully acquired IMF EFF of USD 6 billion.
These measures had a good impact on economic activity in the Pre-COVID-19 period. During the FY20, current
account deficit (CAD) witnessed a massive drop of 77.89% YoY to USD 2.97 billion against USD 13.43 billion
in FY'19 amid 30.22% YoY decline in the total trade deficit to USD 22.74 billion compared with USD 32.58 billion
during same period last year. Central Government debt increased by 10.4% to Rs. 35.12 trillion in FY20 as
compared to Rs. 31.8 trillion recorded in FY 19. During July-March 2020, fiscal deficit had been reduced to 4%
of percent of GDP, however amid COVID-19 and resultant lockdown in the country, fiscal deficit remains at 8.1%
of GDP due to unprecedented increase in social spending and dwindling revenues.

The government has announced a stimulus package of Rs. 1.2 trillion on April 03, 2020 in order to mitigate the
severe implications of COVID-19 on the economy. In the Budget for Financial Year 2021 (FY21), the government
took an accommodative stance wherein no new tax was announced coupled with reduction of withholding taxes
and custom duties on various raw materials.

Average Consumer Price Index (CPI) during the year remained at 10.75% less than the SBP range of 11%-12%.
This was due to sharp decrease in commodity prices in the last quarter of FY20. During the year, Rupee lost ground
against the Dollar and depreciated by 3.13%. The net Foreign Direct Investment and Workers' Remittances for
the year under review stood at USD 2.56 billion and USD 23.12 billion respectively as compared to USD 1.36
billion and USD 21.74 billion respectively during same period last year. At the start of FY20, SBP increased policy
rate by 100 bps on July 17, 2019 to 13.25% in order to contain inflation in its target range of 11-12%. However,
during the 2nd half of FY20, SBP aggressively reduced policy rate by 625 bps to 7% to ease pressure on economy
amid COVID-19.

The details of decrease in interest rate are as follows:-

Date Increase Policy Rate Discount Rate
18 March 2020 0.75% 12.50% 13.50%
25 March 2020 1.50% 11.00% 12.00%
16 April 2020 2.00% 9.00% 10.00%
16 May 2020 1.00% 8.00% 9.00%
25 June 2020 1.00% 7.00% 8.00%

Detailed comparison of PKRYV rates on last day of financial year are given as under:-

Tenor 2019 2020
3 Months 12.75% 7.09%
12 Months 13.00% 7.05%
3 Years 13.85% 7.53%
10 Years 13.72% 8.69%
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STOCK MARKET

The benchmark KSE-100 index posted a total return of 1.53% in FY20, and underperformed all major asset classes.
In the 1st half of FY20, KSE-100 index remained bullish as it posted a return of 20.2%. However, the market
declined in the second half amid country wide lockdown due to COVID-19 that dented the economic situation
of the country. The benchmark index made a high of 43,468 points on January 14, 2020, but dipped to a low 27,045
points on March 26, 2020. During the FY20, foreigners offloaded USD 285 million worth of shares, fifth consecutive
year of net outflow, while on the local front Individuals and insurance companies bought equities worth USD 213
million and USD 128 million, respectively. In terms of activity, average daily volume and value traded stood at
135 million shares and PKR 6.2 billion, up 40% and 18% YoY respectively in FY20. On sectorial basis,
pharmaceuticals and cements outperformed KSE100 by posting return of 56% and 35%, whereas banks and
exploration & production companies lagged the benchmark index by posting negative growth of 17% and 14%
respectively.
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MUTUAL FUNDS INDUSTRY

Assets under Management (AUMs) of Mutual Funds (open end funds) increased by 44.6% in FY20 as these stood
at Rs. 742 billion as compared to Rs. 513 billion on June 30, 2019. Conventional money market funds grew by
56.98% whereas income funds increased by 42.48%. Shariah compliant income funds increased by 142.15%.
Shariah compliant equity funds increased by just 0.39% whereas conventional equity funds decreased by 3.23%.
As at June 30, 2020, 19 companies were engaged in Asset Management business.

FUNDS' PERFORMANCE
First Habib Income Fund (FHIF)
The Fund generated a net return of 12.79% p.a. for the year ended June 30, 2020 against benchmark return of

11.94%. The Fund's gross income for the year ended June 30, 2020 was Rs. 100.485 million, the details of which
are given below:

(Rs. In 000)

Profit on Bank Deposits 39,028
Mark-up / Return on Investment 51,166
Income from Margin Trading 3,525
Dividend Income 2,515
Net Capital Gain on Sale of Investments 7,760
Net Unrealized Loss on Revaluation of Investments (3,509)
100,485

The Fund's Net Asset Value (NAV) per unit as at June 30, 2020 was Rs. 100.9608. The Fund distributed Rs.
12.3531 per unit (FY 19 Rs. 8.039 per unit) as dividend for the year ended June 30, 2020. The Net assets of the
Fund stood at Rs. 1.12 billion, with 11,120,375 units outstanding as on June 30, 2020. Pakistan Credit Rating
Agency Limited (PACRA) has assigned fund stability rating of "AA-(f)" to the Fund.
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First Habib Cash Fund (FHCF)

The Fund generated a net return of 12.94% for the year ended June 30, 2020 against benchmark return of 11.45%.
The Fund's gross income for the year ended June 30, 2020 was Rs. 280.375 million, the details of which are given

below:

Profit on Bank Deposits

Mark-up on Commercial Paper

Income from Government Securities

Profit on Placements

Net Capital Gain on Sale of Investments

Net Unrealized Gain on Revaluation of Investments

The Fund's Net Asset Value (NAV) per unit as at June 30, 2020 was Rs. 100.3787. The Fund distributed Rs.
12.1922 per unit (FY'19: Rs. 8.3233 per unit) as dividend for the year ended June 30, 2020. The Net Assets of the
Fund stood at Rs. 3.64 billion with 36,232,142 units outstanding as on June 30, 2020. VIS has assigned stability
rating of "AA(f)" to the Fund. The Asset Allocation and Asset Quality of FHCF as on June 30, 2020 can be viewed

Securities,
23.40%
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as follows:
[ Asset Allocation | % of Total Assets| [ Asset Quality [ % of Total Assets|
Cash 80.53% AAA 73.14%
T-Bills 19.08% Government Securities 19.08%
Others 0.39% AA+ 7.37%
Others 0.39%
AA 0.01%
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First Habib Stock Fund (FHSF)

The Net Assets of the Fund stood at Rs. 104.84 million with 1,459,663 units outstanding as at June 30, 2020. The
Fund's Net Asset Value (NAV) per unit as at June 30, 2020 was Rs. 71.8264. The Fund's Gross Income for the
year ended June 30, 2020 was Rs. 3.020 million, the details of which are given below:

(Rs. In 000)

Profit on Bank Deposits 1,339
Dividend Income 5,616
Profit on Deposit with NCCPL 98
Net Capital Gain on Sale of Investments 4,322
Net Unrealized Loss on Revaluation of Investments (4,033)
3,020

There is no distribution from the Fund during the year ended June 30, 2020.

The Asset Allocation and Sector Allocation of FHSF as on June 30, 2020, can be viewed as follows:

AvctAlocation [ % of Toa Aty Asset Allocation

Cash 16.65% Others, 0.29%
Equity 83.06%
Others 0.29%

Cash, 16.65%

Equity, 83.06%
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First Habib Islamic Stock Fund (FHISF)

The Net Assets of the Fund stood at Rs.103.40 million with 1,477,879 units outstanding as at June 30, 2020. The
fund's Net Asset Value (NAV) per unit as at June 30, 2020 was Rs. 69.9687. The Fund's gross income for the year
ended June 30, 2020 was Rs.3.80 million, the details of which are given below:

(Rs. In 000)

Profit on Bank Deposits 1,389
Dividend Income 4,551
Net Capital Loss on Sale of Investments (421)
Net Unrealized Loss on Revaluation of Investments (1,713)
3,806

There is no distribution from the Fund during the year ended June 30, 2020.

The Asset Allocation and Sector Allocation of FHISF as on June 30, 2020, can be viewed as follows:

et Allcation [ % o ot At Asset Allocation

Cash 33.92% Others, 2.49%

. 0,
Equity 63.59% Cash, 33.92%
Others 2.49%
Equity, 63.59%
25.00%
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19.61%
20.00%

.
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10.00%
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5.00% 4.16% ;

o
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4.05% 3.68%
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Paper & lzoards, 1.10% &C. omn%,y Engineering,
1.19% 0.80% 0.65%
0.00% . - - -




First Habib Islamic Income Fund (FHIIF)

The Fund generated a net return of 11.79% p.a. for the year ended June 30, 2020 against the benchmark return
ended June 2020 was Rs. 470.28 million, the

of 6.33%. The Fund's gross income for the Year ended June 30,
details of which are given below:

(Rs. In 000)

Profit on Bank Deposits 379,472
Profit / Return on Investments 84,322
Profit on Deposit with NCCPL 432
Dividend Income 299
Net Capital Loss on Sale of Investments (11,685)
Net Unrealized Gain on Revaluation of Investments 17,439
470,279

The Fund's Net Asset Value (NAV) per unit as at June 30, 2020 was Rs. 100.3565. The Fund distributed Rs.
11.0596 per unit (FY2019: Rs. 6.5657 per unit) as dividend for the year ended June 30, 2020. The Fund's Net
Assets as at June 30, 2020 were Rs. 9.03 billion with 89,980,132 units outstanding as at June 30, 2020. PACRA
has upgraded the stability rating of the fund to "AA(f)". The Asset Allocation and Asset Quality of FHIIF as of
June 30, 2020, can be viewed as follows:

Cash 53.49% AA 30.02%
Corporate Sukuk 15.90% A+ 27.17%
Placement with Banks 9.94% AAA 15.55%
GoP Ijarah Sukuk 8.31% AA+ 11.34%
Placement with NBFC 5.52% Government Securities 8.31%
Government Guaranteed 5.52% Government Guaranteed 5.52%
Others 1.30% Others 1.30%

AA- 0.64%

A 0.08%

A- 0.06%

Asset Allocation Asset Quality
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Backed/Guaranteed
Securities, 5.52%

Others, 1.30% Government

Guaranteed, A-, 0.06%
5.52%

Others, 1.30%

Placement with
Banks, 9.94%

Placement with
NBFC, 5.52% .

Corporate Sukuk,
15.90%

AAA, 15.55%
AA-,0.64%

Government

A+,2717% Securities, 8.31%

A, 0.08%

AA+, 11.34%

Cash, 53.49%

GoP Ijarah Sukuk,
8.31%

AA, 30.02%




First Habib Asset Allocation Fund (FHAAF)

The Net Assets of the Fund stood at Rs. 106.55 million with 1,174,650 units outstanding as at June 30, 2020. The
Fund's Net Asset Value (NAV) per unit as at June 30, 2020 was Rs. 90.7097. The Fund earned a gross income of
Rs. 3.79 million, the details of which are given below:

(Rs. In 000)

Profit on Bank Deposits 4,776
Dividend Income 1,191
Profit on Deposit with NCCPL 120
Mark-up on Investment 3,367
Net Capital Loss on Sale of Investments (116)
Net Unrealized Loss on Revaluation of Investments (5,548)
3,790

There is no distribution from the Fund during the year ended June 30, 2020.

The Asset Allocation and Sector Allocation of FHAAF as of June 30, 2020, can be viewed as follows:

AvctAocation [ % of Toa At Asset Allocation

Cash 52.73% Others, 5.05%
Equity 34.38%

Others 5.05% Eauicy

TFC 4.57%

Corporate Sukuk 3.27%

Cash, 52.73%

TFC, 4.57%

Corporate

16.00%  Commercial

Banks, Sukuk, 3.27%
14.29%
14.00%
o, .
12.00% Sector Allocation
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10.00% Exp Co,
8.75%
8.00%
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6.07%
6.00%
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4.28% Refinery, )
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o E = 0.06%

0.00%

FUTURE OUTLOOK

Consistent decline in the daily new cases of COVID-19 is providing impetus to the economy. Most of the businesses
are now opening, and are required to follow the government's SOPs. State Bank of Pakistan is also actively
contributing towards support of the economy, as evident from the reduction of interest rate by 625bps since March
2020 and other measures regarding financing of business. The government has taken expansionary steps in the
budget for FY21 in order to ease pressures due to the pandemic. These steps are expected to support economic
activities during the current year.




BOARD OF DIRECTORS

As of this date i.e. August 11, 2020, six (6) members (including a female member) are on the Board of Directors
of the Company, details of which are given below:

Membership in Board

S. No. | Name Status Committee

Chairman /

L. Mr. Abbas D. Habib Non-Executive Director

Audit Committee
2. Mr. Mansoor Ali Khan Non-Executive Director | Human Resource and
Remuneration Committee

3. Mr. Imran Azim Non-Executive Director | Audit Committee

Audit Committee

4. Mr. Saeed Allawala Independent Director Human Resource and
Remuneration Committee

Human Resource and
Remuneration Committee

CEO / Executive Human Resource and

Director Remuneration Committee

5. Ms. Zarine Aziz Independent Director

6. Mr. Kashif Rafi

CASUAL VACANCY
The following members resigned from the Board during FY20;

1. Mr. Ali Raza D. Habib;
2. Mr. Khalid M. Mir;
3.  Mr. Aun Mohammad A. Habib.

The following new members were appointed to the Board to fill the casual vacancies;

1.  Mr. Abbas D. Habib;
2. Ms. Zarine Aziz;
3. Mr. Kashif Rafi.

The Board places on record its appreciation of the services rendered by the outgoing members. The Board welcomes
the incoming members and looks forward to their contributions for benefit of the Company.

ACKNOWLEDGEMENT

The Board of Directors of the Management Company is thankful to the Securities & Exchange Commission of
Pakistan, Trustees of the Funds and Central Depository Company of Pakistan Limited for their valuable support,
assistance and guidance. The Board also thanks our valued Unit-holders for their confidence and trust. We appreciate
the employees of the Management Company for their dedication and hard work.

On behalf of the Board of the Directors

Chief Executive Officer Director

Dated: August 11, 2020
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FIRST HABIB INCOME FUND

FUND’S INFORMATION

Management Company

AL Habib Asset Management Limited
(formerly Habib Asset Management Limited)

Board of Directors of the Management Company

Mr. Abbas D. Habib
Mr. Mansoor Ali
Mr. Imran Azim
Ms. Zarine Aziz
Mr. Saeed Allawala
Mr. Kashif Rafi

Chief Financial Officer

Mr. Abbas Qurban

Company Secretary & Chief Operating Officer

Mr. Zahid Hussain Vasnani

Audit Committee

Mr. Saeed Allawala
Mr. Mansoor Ali
Mr. Imran Azim

Human Resource Committee

Mr. Saeed Allawala
Mr. Mansoor Ali
Ms. Zarine Aziz
Mr. Kashif Rafi

Auditors

KPMG Taseer Hadi & CO.
Chartered Accountants

Sheikh Sultan Trust Building No.2,
Beaumont Road, Karachi.

Trustee

Central Depository Company of Pakistan Limited
CDC House, 99-B, Block 'B', S.M.C.H.S,
Main Shahra-e-Faisal, Karachi.

Bankers to the Fund

Bank AL Habib Limited

Bank Alfalah Limited

Habib Metropolitan Bank Limited
Bank Islami Pakistan Limited

JS bank Limited

Khushali Microfinance Bank

Chairman

Director

Director

Director

Director

Chief Executive Officer

Chairman
Member
Member

Chairman
Member
Member
Member

Legal Advisor

Mobhsin Tayebaly & Co.

Barristers & Advocates,

2nd Floor, DIME Centre, BC-4, Block 9,
Kehkashan, Clifton, Karachi

Rating

AA-(f) Fund Stability Rating Rating by PACRA
AM2 Management Company Quality Rating
Assigned by PACRA.

Registered Office: 3rd Floor, Mackinnon’s Building, I.I. Chundrigar Road, Karachi.
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FIRST HABIB INCOME FUND

CENTRAL DEPOSITORY COMPANY
OF PAKISTAN LIMITED

Head Office

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

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

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

TRUSTEE REPORT TO THE UNIT HOLDERS
FIRST HABIB INCOME FUND

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

We Central Depository Company of Pakistan Limited, being the Trustee of First
Habib Income Fund (the Fund) are of the opinion that Al Habib Asset Management
Limited (Formerly Habib Asset Management Limited) being the Management
Company of the Fund has in all material respects managed the Fund during the year
ended June 30, 2020 in accordance with the provisions of the following:

(1) Limitations imposed on the investment powers of the Management Company
under the constitutive documents of the Fund:

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

(iif)  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.

WA ey
Badiuddin Akbar
Chief Executive Officer
Central Depository Company of Pakistan Limited

Karachi: September 23, 2020
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KPMG Taseer Hadi & Co.

Chartered Accountants

Sheikh Sultan Trust Building No. 2, Beaumont Road
Karachi 75530 Pakistan

+92 (21) 35685847, Fax +92 (21) 35685095

INDEPENDENT AUDITOR’S REPORT
To the Unit Holders of First Habib Income Fund

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of First Habib Income Fund (“the Fund"”),
which comprise the statement of assets and liabilities as at 30 June 2020, income
statement, statement of comprehensive income, statement of movement in unit
holders’ fund, cash flow statement for the year then ended, and notes to the financial
statements, including summary of significant accounting policies and other
explanatory information.

In our opinion, the accompanying financial statements give a true and fair view of the
financial position of the Fund as at 30 June 2020, and of its financial performance and
its cash flows for the year then ended in accordance with accounting and reporting
standards as applicable in Pakistan.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs)
as applicable in Pakistan. Our responsibilities under those standards are further
described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Fund in accordance with the
International Ethics Standards Board for Accountants’ Code of Ethics for Professional
Accountants (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 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 financial statements of the current year. 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.

KPMG Taseer Hadi & Co., a Partnership frm registened in Pakistan and a momber firm of the KPMG network of
indapendant mamber firms affiliated with KPMG c KPMG "), @ Swiss enlity,
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KPMG Taseer Hadi & Co.

Following is the key audit matter:

| How the matter was addressed
! in our audit

K

| Bank Balances and Investments

Refer note 3.1, 3.2, 4 and 5 to the
annexed financial statements.

The bank balances and
investments classified as “Fair
value through profit or loss”
constitutes the most significant
components of net asset value
(NAV). The bank balances and
investment of the Fund as at 30
June 2020 aggregated to Rs.
1,015.27 million and Rs. 475.61
million respectively.

The existence of bank balances
and existence and valuation of
investments for the determination
of NAV of the Fund as at 30 June
2020 were identified as key audit

in relation to net assets of the
Fund.

| Our audit procedures included the
following:

| matters because of its significance

Obtained understanding and
tested the design and
implementation of management’s
key internal controls relating to
bank balances and investments;

Obtained independent
confirmations for verifying the
existence of the bank balances and
investments as at 30 June 2020
and reconciled it with the books
and records of the Fund. Where
such confirmations were not
received, alternate audit
procedures were performed;

Obtained bank reconciliations
statements and tested reconciling
items on sample basis; and

Assessed, on a sample basis,
whether investments were valued
at fair value based on the rates
guoted by Mutual Fund
Association of Pakistan (MUFAP)
and Pakistan Stock Exchange
(PSX).

Other Information

Management 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 auditors’ report thereon.

Our opinion on the financial statements does not cover the other information and we

do not express any form of assurance conclusion thereon.

14
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KPMG Taseer Hadi & Co.

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

Responsibilities of Management and Board of Directors for the Financial
Statements

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

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

The Board of Directors is responsible for overseeing the Fund's financial reporting
process.

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

e |dentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to

15
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KPMG Taseer Hadi & Co.

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

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

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

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

s [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 the Board of Directors 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 the Board of Directors 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 the Board of Directors, 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
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Kb

(D)

KPMG Taseer Hadi & Co.

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

Report on Other Legal and Regulatory Requirements

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

The engagement partner responsible on the audit resulting in this independent
auditor's report is Muhammad Taufig.

Yo (WA ot — 1§

Date: 26 September 2020 KPMG Taseer Hadi & Co.
Chartered Accountants
Karachi
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STATEMENT OF ASSETS AND LIABILITIES
As at 30 June 2020

Assets

Bank balances

Investments

Receivable against margin trading system (MTS)
Income receivable

Receivable against sale of units

Receivable against sale of investment

Advance, deposits and prepayments

Total assets

Liabilities

Payable to Habib Asset Management Limited -
Management Company
Provision for Federal Excise Duty on remuneration of the
Management Company
Payable to Central Depository Company of Pakistan Limited - Trustee
Payable to Securities and Exchange Commission of Pakistan (SECP)
Provision for Sindh Workers' Welfare Fund
Derivative financial liability
Payable against purchase of investments
Payable against redemption of units
Accrued expenses and other liabilities
Total liabilities

Net assets
Unit holders’ Fund (as per statement attached)

Contingencies and commitments

Number of units in issue (Face value of units is Rs.100 each)

Net asset value per unit

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

For Habib Asset Management Limited
(Management Company)

Chief Executive Officer Chief Financial Officer

Note

NN N

17

10
11
12
22

13

14

30 June 30 June
2020 2019
(Rupees in '000)

1,015,269 386,320

475,613 260,956

- 55,039

11,713 5,343

- 731

- 48,728

4,992 5,003

1,507,587 762,120

1,061 822

8,746 8,746

80 132

150 596

5,904 4,153

- 14
357,666 -

7 9,408

11,251 5,434

384,865 29,305

1,122,722 732,815

1,122,722 732,815

(Number of Units)

11,120,375 7,294,724
(Rupees)
100.96 100.46
Director
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INCOME STATEMENT
For the year ended 30 June 2020

30 June 30 June
Note 2020 2019

(Rupees in '000)
Income
Profit on bank deposits calculated using the effective interest method 15 39,028 19,215
Mark-up / return on investments calculated using the effective interest method 16 51,166 35,771
Income from margin trading system 3,525 21,958
Dividend income 2,515 311
Other Income - 6,175
Net gain on investments classified at fair value through profit or loss
- Net capital gain on sale of investments 7,760 4,754
- Net unrealised loss on revaluation of investments at fair value through profit or loss 5.5 (3,509) (425)
- Net unrealised loss on derivative financial instruments - (14)

4,251 4,315
Total income 100,485 87,745
Expenses
Remuneration of Habib Asset Management Limited - Management Company 17 7,707 8,929
Sindh Sales Tax on management remuneration 19 1,002 1,161
Expense allocated by the Management Company 18 1,042 -
Remuneration of Central Depository Company of Pakistan Limited - Trustee 10 561 1,352
Sales tax on Trustee remuneration 19 73 176
Annual fee to Securities and Exchange Commission of Pakistan (SECP) 11 150 596
Brokerage expense 366 1,228
Settlement and bank charges 716 5,240
Annual listing fee 25 28
Auditors' remuneration 20 504 659
Mutual fund rating fee 418 379
Printing charges 74 46
Fees and subscription 249 226
Other expenses 59 6,175
Total expenses 12,946 26,195
Net income from operating activities 87,539 61,550
Provision for Sindh Workers' Welfare Fund 12 (1,751) (1,207)
Net income for the period before taxation 85,788 60,343
Taxation 21 - -
Net income for the year after taxation 85,788 60,343
Allocation of net income for the year after taxation
Net income for the year 85,788 60,343
Income already paid on units redeemed (6,688) (20,782)

79,100 39,561
Accounting Income available for distribution:
- Relating to capital gains 3,117 3,117
- Excluding capital gains 75,983 36,444

79,100 39,561

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

For Habib Asset Management Limited
(Management Company)

Chief Executive Officer Chief Financial Officer Director
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STATEMENT OF COMPREHENSIVE INCOME
For the year ended 30 June 2020

30 June 30 June
2020 2019
(Rupees in '000)
Net income for the year 85,788 60,343

Other comprehensive income for the year - -

Total comprehensive income for the year 85,788 60,343

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

For Habib Asset Management Limited
(Management Company)

Chief Executive Officer Chief Financial Officer Director
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STATEMENT OF MOVEMENT IN UNIT HOLDERS' FUNDS

Net assets at beginning of the year

Issuance of 6,395,854 units (30 June 2019: 4,546,817)
including additional 498,471 units issued at nil value
(30 June 2019: 355,160
- Capital value
- Element of income

Amount received / receivable on issuance of units

Redemption of 2,570,203 units (30 June 2019: 6,263,713)
- Capital value
- Element of loss

Amount paid / payable on redemption of units

Total comprehensive income for the year
Final distribution for the year ended 30 June 2018:

Rs. 6.75/- per units [2017: Rs. 5/- per unit declared]
Final distribution for the year ended 30 June 2019:

Rs. 8.0388/- per units [2018: Rs. 6.75/- per unit declared]
interim distribution for the year ended 30 June 2020:

Rs. 12.3531/- per units [2019: Rs. 8.0388/- per unit declared]
Net income for the year less distribution

Net assets at end of the year

Undistributed income brought forward
- Realised
- Unrealised

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

Final distribution for the year ended 30 June 2018:

Rs. 6.75/- per units [2017: Rs. 5/- per unit declared]
Final distribution for the year ended 30 June 2019:

Rs. 8.0388/- per units [2018: Rs. 6.75/- per unit declared]
interim distribution for the year ended 30 June 2020:

Rs. 12.3531/- per units [2019: Rs. 8.0388/- per unit declared]

Undistributed income carried forward
Undistributed income carried forward comprises of

- Realised
- Unrealised

Net assets value per unit at beginning of the year

Net assets value per unit at end of the year

For the year ended 30 June 2020

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

Chief Executive Officer

2020 2019
Capital value Unqlstnbuted Total Capital value Unfilstrlbuled Total
ncome mcome
(Rupees in '000)
719,956 12,859 732,815 914,745 50,611 965,356
591,941 - 591,941 420,731 - 420,731
58,622 - 58,622 35,697 - 35,697
650,563 - 650,563 456,428 - 456,428
(257,980) - (257,980) (628,718) - (628,718)
(6,671) (6,688) (13,359) (22,499) (20,782) (43,281)
(264,651) (6,688)  (271,339) (651,217) (20,782)  (671,999)
- 85,788 85,788 - 60,343 60,343
- - - - (38,169) (38,169)
- - - (39,144) (39,144)
- (75,105) (75,105) - - -
- 10,683 10,683 - (16,970) (16,970)
1,105,868 16,854 1,122,722 719,956 12,859 732,815
13,298 50,472
439 139
12,859 50,611
3,117 3,117
75,983 36,444
79,100 39,561
. (38,169)
- (39,144)
(75,105)
16,854 12,859
20,363 13,298
(3,509) (439)
16,854 12,859
(Rupees) (Rupees)
100.46 107.12
100.96 100.46
For Habib Asset Management Limited
(Management Company)
Chief Financial Officer Director
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STATEMENT OF CASH FLOWS
For the year ended 30 June 2020

30 June 30 June
2020 2019
(Rupees in '000)
CASH FLOWS FROM OPERATING ACTIVITIES

Net income for the year before taxation 85,788 60,343
Adjustments:
Net unrealised loss on revaluation of investments classified

as fair value through profit and loss 3,509 425
Unrealised diminution on derivative financial instruments - 14
Net cash generated from operations before working capital changes 89,297 60,782

Working capital changes
(Increase) / decrease in assets

Investments - net (218,166) 140,576
Receivable against margin trading system (MTS) 55,039 209,205
Income receivable (6,370) 4,080
Receivable against sale of units 731 -
Receivable against sale of investment 48,728 (48,728)
Deposits and prepayments 11 7,906
(120,027) 313,039
Increase / (decrease) in liabilities
Payable to Habib Asset Management Limited - Management Company 239 (10)
Payable to Central Depository Company of Pakistan Limited - Trustee (52) (24)
Payable to Securities and Exchange Commission of Pakistan (SECP) (446) (106)
Payable against purchase of investments 357,666 (13,840)
Payable against redemption of units (9,401) (1,567)
Provision for Sindh Workers' Welfare Fund 1,751 1,207
Fair value of derivatives (14) 14
Accrued expenses and other liabilities 5,817 3,817
355,560 (10,509)
Net cash generated from operating activities 324,830 363,312

CASH FLOWS FROM FINANCING ACTIVITIES

Amount received on issuance of units 650,563 455,697
Amount paid on redemption of units (271,339) (663,239)
Dividend paid during the year (75,105) (77,313)
Net cash generated / (used in) financing activities 304,119 (284,855)
Net increase in cash and cash equivalents during the year 628,949 78,457
Cash and cash equivalents at beginning of the year 386,320 307,863
Cash and cash equivalents at end of the year 1,015,269 386,320

Cash and cash equivalents comprise of :
Bank balances 1,015,269 386,320

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

For Habib Asset Management Limited
(Management Company)

Chief Executive Officer Chief Financial Officer Director
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2.1

2.2

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 June 2020

LEGAL STATUS AND NATURE OF BUSINESS

First Habib Income Fund (the Fund) was established under a Trust Deed executed between Habib Asset Management Limited
(HAML) as Management Company and Central Depository Company of Pakistan Limited (CDC) as Trustee. The Trust Deed was
executed on 6 September 2006 and was approved by the Securities and Exchange Commission of Pakistan (SECP) on 3 August 2006
under Regulation 44 of the NBFC and Notified Entities Regulations 2008. During the year, Bank AL Habib Limited acquired 100%
shareholding in Management Company.

The Management Company of the Fund has been licensed to undertake Asset Management Services and Investment Advisory as
Non Banking Finance Company under the NBFC Rules by the SECP. The registered office of the Management Company is situated
at 3rd Floor, MacKinnon’s Building, I.I. Chundrigar Road, Karachi. , Pakistan.

The Fund is an open-end mutual fund and is listed on Pakistan Stock Exchange. Units are offered for public subscription on a
continuous basis. Units are transferable and can be redeemed by surrendering them to the Fund at the option of the unit holder.

The Fund has been formed to provide reasonable rate of return consistent with reasonable concern for safety of principal amount to
the unit holders, along with facility to join or leave the Fund at their convenience. The management team would seek to enhance
returns through active portfolio management using efficiency tools.

Pakistan Credit Rating Agency (PACRA) has assigned asset management rating of 'AM2' and "AA-(f)' to the Management Company
and the Fund respectively.

The Fund invests in a diversified portfolio of Term Finance Certificates, Government securities, corporate debt securities, certificates
of investments, Term Deposit Receipts, continuous funding system and other money market instruments (including the clean
placements). The Fund has been categorised as income scheme.

Title of the assets of the Fund are held in the name of Central Depository Company (CDC) as a trustee of the Fund.
BASIS OF PREPARATION
Statement of Compliance

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

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

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

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

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

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

The following International Financial Reporting Standards (IFRS Standards) as notified under the Companies Act, 2017 and the
amendments and interpretations thereto will be effective for accounting periods beginning on or after 1 July 2020:

- Amendment to [FRS 3 ‘Business Combinations’ — Definition of a Business (effective for business combinations for which the
acquisition date is on or after the beginning of annual period beginning on or after 1 January 2020). The IASB has issued
amendments aiming to resolve the difficulties that arise when an entity determines whether it has acquired a business or a group
of assets. The amendments clarify that to be considered a business, an acquired set of activities and assets must include, at a
minimum, an input and a substantive process that together significantly contribute to the ability to create outputs. The amendments
include an election to use a concentration test. The standard is effective for transactions in the future and therefore would not
have an impact on past financial statements.

- Amendments to IAS 1 Presentation of Financial Statements and IAS 8 Accounting Policies, Changes in Accounting Estimates
and Errors (effective for annual periods beginning on or after 1 January 2020). The amendments are intended to make the
definition of material in IAS 1 easier to understand and are not intended to alter the underlying concept of materiality in IFRS
Standards. In addition, the IASB has also issued guidance on how to make materiality judgments when preparing their general
purpose financial statements in accordance with IFRS Standards.
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- On 29 March 2018, the International Accounting Standards Board (the IASB) has issued a revised Conceptual Framework for
Financial Reporting which is applicable immediately contains changes that will set a new direction for IFRS in the future. The
Conceptual Framework primarily serves as a tool for the IASB to develop standards and to assist the IFRS Interpretations
Committee in interpreting them. It does not override the requirements of individual IFRSs and any inconsistencies with the
revised Framework will be subject to the usual due process — this means that the overall impact on standard setting may take
some time to crystallize. The companies may use the Framework as a reference for selecting their accounting policies in the
absence of specific IFRS requirements. In these cases, companies should review those policies and apply the new guidance
retrospectively as of 1 January 2020, unless the new guidance contains specific scope outs.

- Interest Rate Benchmark Reform which amended IFRS 9, IAS 39 and IFRS 7 is applicable for annual financial periods beginning
on or after 1 January 2020. The G20 asked the Financial Stability Board (FSB) to undertake a fundamental review of major
interest rate benchmarks. Following the review, the FSB published a report setting out its recommended reforms of some major
interest rate benchmarks such as IBORs. Public authorities in many jurisdictions have since taken steps to implement those
recommendations. This has in turn led to uncertainty about the long-term viability of some interest rate benchmarks. In these
amendments, the term 'interest rate benchmark reform' refers to the market-wide reform of an interest rate benchmark including
its replacement with an alternative benchmark rate, such as that resulting from the FSB's recommendations set out in its July
2014 report 'Reforming Major Interest Rate Benchmarks' (the reform). The amendments made provide relief from the potential
effects of the uncertainty caused by the reform. A company shall apply the exceptions to all hedging relationships directly
affected by interest rate benchmark reform. The amendments are not likely to affect the financial statements of the Fund.

- Amendments to IFRS-16- IASB has issued amendments to IFRS 16 (the amendments) to provide practical relief for lessees
in accounting for rent concessions. The amendments are effective for periods beginning on or after 1 June 2020, with earlier
application permitted. Under the standard’s previous requirements, lessees assess whether rent concessions are lease modifications
and, if so, apply the specific guidance on accounting for lease modifications. This generally involves remeasuring the lease
liability using the revised lease payments and a revised discount rate. In light of the effects of the COVID-19 pandemic, and
the fact that many lessees are applying the standard for the first time in their financial statements, the Board has provided an
optional practical expedient for lessees. Under the practical expedient, lessees are not required to assess whether eligible rent
concessions are lease modifications, and instead are permitted to account for them as if they were not lease modifications. Rent
concessions are eligible for the practical expedient if they occur as a direct consequence of the COVID-19 pandemic and if
all the following criteria are met:

- the change in lease payments results in revised consideration for the lease that is substantially the same as, or less than, the
consideration for the lease immediately preceding the change;

- any reduction in lease payments affects only payments originally due on or before 30 June 2021; and
- there is no substantive change to the other terms and conditions of the lease.

- Classification of liabilities as current or non-current (Amendments to IAS 1) effective for the annual period beginning on or
after 1 January 2022. These amendments in the standards have been added to further clarify when a liability is classified as
current. The standard also amends the aspect of classification of liability as non-current by requiring the assessment of the
entity’s right at the end of the reporting period to defer the settlement of liability for at least twelve months after the reporting
period. An entity shall apply those amendments retrospectively in accordance with IAS 8.

- Onerous Contracts — Cost of Fulfilling a Contract (Amendments to IAS 37) effective for the annual period beginning on or after
1 January 2022 amends IAS 1 by mainly adding paragraphs which clarifies what comprise the cost of fulfilling a contract, cost
of fulfilling a contract is relevant when determining whether a contract is onerous. An entity is required to apply the amendments
to contracts for which it has not yet fulfilled all its obligations at the beginning of the annual reporting period in which it first
applies the amendments (the date of initial application). Restatement of comparative information is not required, instead the
amendments require an entity to recognize the cumulative effect of initially applying the amendments as an adjustment to the
opening balance of retained earnings or other component of equity, as appropriate, at the date of initial application.

- Property, Plant and Equipment: Proceeds before Intended Use (Amendments to IAS 16) effective for the annual period beginning
on or after 1 January 2022. Clarifies that sales proceeds and cost of items produced while bringing an item of property, plant
and equipment to the location and condition necessary for it to be capable of operating in the manner intended by management
e.g. when testing etc, are recognized in profit or loss in accordance with applicable Standards. The entity measures the cost of
those items by applying the measurement requirements of IAS 2. The standard also removes the requirement of deducting the
net sales proceeds from cost of testing. An entity shall apply those amendments retrospectively, but only to items of property,
plant and equipment that are brought to the location and condition necessary for them to be capable of operating in the manner
intended by management on or after the beginning of the earliest period presented in the financial statements in which the entity
first applies the amendments. The entity shall recognize the cumulative effect of initially applying the amendments as an
adjustment to the opening balance of retained earnings (or other component of equity, as appropriate) at the beginning of that
earliest period presented.

The following annual improvements to IFRS standards 2018-2020 are effective for annual reporting periods beginning on or after
1 January 2022:

- IFRS 9 — The amendment clarifies that an entity includes only fees paid or received between the entity (the borrower) and the
lender, including fees paid or received by either the entity or the lender on the other’s behalf, when it applies the ‘10 per cent’
test in paragraph B3.3.6 of IFRS 9 in assessing whether to derecognize a financial liability.
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2.4

2.5

3.1

3.2

3.2

3.2.2

- IFRS 16 — The amendment partially amends Illustrative Example 13 accompanying IFRS 16 by excluding the illustration of
reimbursement of leasehold improvements by the lessor. The objective of the amendment is to resolve any potential confusion
that might arise in lease incentives.

- IAS 41 — The amendment removes the requirement in paragraph 22 of IAS 41 for entities to exclude taxation cash flows when
measuring the fair value of a biological asset using a present value technique.

Critical accounting estimates and judgments

The preparation of financial statements in conformity with the accounting and reporting standards as applicable in Pakistan requires
the use of certain critical accounting estimates, judgments and assumptions that affect the reported amounts of assets and liabilities
and income and expenses. It also requires management to exercise its judgment in the process of applying the Fund’s accounting
policies. Estimates and judgments are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances. Actual results may differ from these estimates.
(a) classification (Note 3.2.2)

(b) valuation and impairment of financial assets (Note 3.2.3 and 3.2.5)

(c) provisions (Note 3.4)

Basis of Measurement

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

Functional and presentation currency

These financial statements are presented in Pak Rupees which is the functional and presentation currency of the Fund and have been
rounded to the nearest thousand rupees.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies applied in the preparation of these financial statements are set out below.
Cash and cash equivalents

Cash and cash equivalents comprise balances with banks and short-term highly liquid investments with original maturities of three
months or less.

Financial assets

Initial recognition and measurement

Financial assets are recognised at the time the Fund becomes a party to the contractual provisions of the instruments. These are
initially recognised at fair value plus transaction costs except for financial assets carried at fair value through profit or loss. Financial
assets carried at fair value through profit or loss are initially recognised at fair value and transaction costs associated with these
financial assets are charged to the Income Statement.

Classification

On initial recognition, a financial asset is classified as measured at: amortised cost, FVOCI or FVTPL.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated as at FVTPL:

- it is held within a business model whose objective is to hold assets to collect contractual cash flows; and

- its contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest on the principal
amount outstanding.

A debt investment is measured at FVOCI if it meets both of the following conditions and is not designated as at FVTPL:

- itis held within a business model whose objective is achieved by both collecting contractual cash flows and selling financial
assets; and

- its contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest on the principal
amount outstanding.

On initial recognition of an equity investment that is not held for trading, the Fund may irrevocably elect to present subsequent
changes in the investments' fair value in OCIL. This election is made on an investment-by-investment basis.

All financial assets not classified as measured at amortised cost or FVOCI as described above are measured at FVTPL. On initial
recognition, the Fund may irrevocably designate a financial asset that otherwise meets the requirements to be measured at amortised
cost or at FVOCI as at FVTPL if doing so eliminates or significantly reduces an accounting mismatch that would otherwise arise.
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Business model assessment

The Fund makes an assessment of the objective of a business model in which an asset is held at a portfolio level because this best
reflects the way the business is managed and information is provided to management. The information considered includes:

- the stated policies and objectives for the portfolio and the operation of those policies in practice. In particular, whether
management’s strategy focuses on earning contractual interest revenue, maintaining a particular interest rate profile or realising
cash flows through the sale of the assets;

- how the performance of the portfolio is evaluated and reported to the Fund’s management;

- the risks that affect the performance of the business model (and the financial assets held within that business model) and its
strategy for how those risks are managed;

- how managers of the business are compensated (e.g. whether compensation is based on the fair value of the assets managed
or the contractual cash flows collected); and

- the frequency, volume and timing of sales in prior periods, the reasons for such sales and its expectations about future sales
activity. However, information about sales activity is not considered in isolation, but as part of an overall assessment of how
the Fund’s stated objective for managing the financial assets is achieved and how cash flows are realised.

Financial assets that are held for trading or managed and whose performance is evaluated on a fair value basis are measured at FVTPL
because they are neither held to collect contractual cash flows nor held both to collect contractual cash flows and to sell financial
assets.

Assessment of whether contractual cash flows are solely payments of principal and interest

For the purposes of this assessment on debt securities, ‘principal” is defined as the fair value of the financial asset on initial recognition.
‘Interest’ is defined as consideration for the time value of money and for the credit risk associated with the principal amount outstanding
during a particular period of time and for other basic lending risks and costs (e.g. liquidity risk and administrative costs), as well as
profit margin.

In assessing whether the contractual cash flows are SPPI, the Fund considers the contractual terms of the instrument. This includes
assessing whether the financial asset contains a contractual term that could change the timing or amount of contractual cash flows
such that it would not meet this condition. In making the assessment, the Fund considers:

- contingent events that would change the amount and timing of cash flows;

- leverage features;

- prepayment and extension terms;

- terms that limit the Fund’s claim to cash flows from specified assets (e.g. non-recourse loans); and

- features that modify consideration of the time value of money (e.g. periodical reset of interest rates).

Subsequent measurement

The following accounting policies apply to the subsequent measurement of financial assets:

Financial assets at FVTPL These assets are subsequently measured at fair value. Net gains and losses, including any interest
/ markup or dividend income, are recognised in Income Statement.

Financial assets at amortised cost These assets are subsequently measured at amortised cost using the effective interest method.
The amortised cost is reduced by impairment losses. Interest / markup income, foreign exchange
gains and losses and impairment are recognised in Income Statement.

Debt investments at FVOCI These assets are subsequently measured at fair value. Interest / markup income calculated using
the effective interest method, foreign exchange gains and losses and impairment are recognised
in income statement Other net gains and losses are recognised in OCI. On derecognition, gains
and losses accumulated in OCI are reclassified to Income Statement.

Equity investments at FVOCI These assets are subsequently measured at fair value. Dividends are recognised as income in
income statement unless the dividend clearly represents a recovery of part of the cost of the
investment. Other net gains and losses are recognised in OCI and are never reclassified to
Income Statement.
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34

3.5

The fair value of financial assets are determined as follows:

a) Debt securities (other than Government securities)
The debt securities are valued on the basis of rates determined by the MUFAP in accordance with the methodology prescribed
by SECP for valuation of debt securities vide its Circular No. 33 of 2012 dated 24 October 2012. In the determination of the
rates, MUFAP takes into account the holding pattern of these securities and categorizes them as traded, thinly traded and non-
traded securities. The circular also specifies the valuation process to be followed for each category as well as the criteria for
the provisioning of non-performing debt securities.

b) Government securities
The Government securities are valued on the basis of rates announced by the Financial Markets Association of Pakistan.

¢) Equity securities
The equity securities are valued on the basis of closing quoted market prices available at the Pakistan Stock Exchange.

Reclassifications

Financial assets are not reclassified subsequent to their initial recognition, except in the period after the Fund changes its business
model for managing financial assets.

Impairment of financial assets

Financial assets at amortised cost

Provision for non performing debt securities and other exposure is made in accordance with the criteria specified in Circular No.
33 0f 2012 dated 24 October 2012 issued by SECP which are recently relaxed by the SECP amid ongoing situation of Covid-19.
However, the circular does not cover impairment requirements for government debt securities. Based on the past performance
management considers that there is no probability of default as in any adverse situation State Bank of Pakistan has the right to
discharge government obligations by issuance of currency notes. The provisioning policy has been duly formulated and approved
by the Board of Directors of the Management Company.

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.

Derecognition

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 substantially all risks and rewards of ownership.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the Statement of Assets and Liabilities when there
is a legally enforceable right to set off the recognised amounts and there is an intention to settle on a net basis, or to realise the assets
and settle the liabilities simultaneously.

Financial liabilities

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

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.

Provisions

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

Unit holders' Fund

Unit holders' Fund representing the units issued by the Fund, is carried at the redemption amount representing the investors' right
to a residual interest in the Fund's assets.
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3.6

3.7

3.8

3.9

3.10

3.11

3.12

Issuance and redemption of units

Units issued are recorded at the offer price, prevalent on the day on which the applications for purchase of units are received (however,
units are issued on the receipt of cash / realisation of cheques).

Units redeemed are recorded at the redemption price, applicable to units for which the Fund receives redemption applications during
business hours of that day. The redemption price represents the net asset value per unit as of the close of the business. Redemption
of units is recorded on acceptance of application for redemption.

Element of income

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

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

MUPFAP, in consultation with the SECP, has specified methodology for determination of income paid on units redeemed (income
already paid) during the year under which such income is paid on gross element received and is calculated from the latest date at
which the Fund achieved net profitability during the year. The income already paid (Element of Income) on redemption of units
during the year are taken separately in Statement of Movement in Unit holders' Fund.

Net asset value - per unit

The net asset value per unit disclosed in the Statement of Assets and Liabilities is calculated by dividing the net assets of the Fund
by the number of units in issue at the year end.

Taxation

The Fund is exempt from income tax under clause 99 of Part I of the Second Schedule to the Income Tax Ordinance, 2001, subject
to the condition that not less than ninety percent of its accounting income for the year as reduced by capital gains, whether realised
or unrealised, is distributed in the form of cash among the unit holders. Provided that, for the purpose of determining distribution
of at least ninety percent of its accounting income for the year, the income distributed through bonus units shall not be taken into
account.

The Fund intends to continue availing the tax exemption in future years by distributing at least ninety percent of its accounting income
for the year as reduced by capital gains, whether realized or unrealized, to its unit holders every year. Accordingly, no tax liability
or deferred tax has been recognised in these financial statements.

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

Revenue recognition

- Mark-up on deposits with banks and mark-up / return on investments in debt securities are recognised using effective 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 / institution declaring the dividend.

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

- Unrealised gains / (loss) arising on marking to market of investments classified as ' financial assets at fair value through profit
or loss ' are included in the Income Statement in the year in which they arise.

Expenses

All expenses including management's fee, trustee's fee and annual fee of SECP are recognised in the Income Statement on an accrual
basis.

Distributions

Distributions declared subsequent to the year end reporting date are considered as non-adjusting events and are recognised in the
financial statements of the period in which such distributions are declared. Based on MUFAP's guidelines (duly consented upon by
SECP), distributions for the year is deemed to comprise of the portion of amount of income already paid on units redeemed and the
amount of cash distribution for the year.
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3.13

4.1

4.2

5.1

5.1.1

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

Earnings per unit (EPU)

Earnings Per Unit (EPU) has not been disclosed as in the opinion of the Management, determination of weighted average units for
calculating EPU is not practicable.

BANK BALANCES Note 30 June 30 June
2020 2019
(Rupees in '000)
Savings accounts 4.1 1,011,008 384,151
Current accounts 4.2 4,261 2,169
1,015,269 386,320

These carry profit rates ranging from 6.25% to 14.40% (2019: 5.52% to 13.30%) per annum. It includes balance of Rs. 13.22 million
(30 June 2019: Rs 6.5 million) with Bank AL Habib Limited, a related party carrying profit rate of 7.75% to 11.75% (30 June 2019:
5.25% to 9.63%) per annum.

This represents balance with Bank AL Habib Limited, a related party.

INVESTMENTS Note 30 June 30 June
2020 2019

Investments by Category (Rupees in '000)

At fair value through profit or loss

Government securities - Market Treasury Bills 5.1 142,305 49,472
Government securities - Pakistan Investment Bonds 52 210,455
Term Finance Certificates / Sukuk certificates 53 122,853 185,843
Listed equity securities (spread transactions) 5.4 - 641
475,613 235,956
At amortized cost
Certificate of commercial paper - 25,000
475,613 260,956
Government securities - Market Treasury Bills
Face value As at 30 June 2020 Market value as percentage of
Sold /
Issue date Note As at 01 July Purchased during Ma.tured As at 30 Carrying Market Unrealised loss Net assets ) Total
2019 the year during the  June 2020 value value investments
year
---------- (Rupees in '000)-—-------—
Treasury bills
T-Bills 1 Year (26-03-2020) 511 - 25,000 25,000
T- Bills 6 Months (19-12-2019) - 7,300 7,300
T- Bills 3 Months (21-05-2020) - 25,000 25,000
T- Bills 3 Months (23-05-2019) 25,000 2,500 27,500
T- Bills 3 Months (19-12-2019) - 45,000 45,000
T- Bills 1 Year (26-09-2019) - 35,000 35,000
T- Bills 1 Year (23-04-2020) - 27,500 27,500
T-Bills | Year (18-07-2019) - 10,000 10,000
T- Bills 6 Months (07-05-2020) - 56,500 56,500
T-Bills 1 Year (24-10-2019) - 10,000 10,000
T- Bills 3 Months (16-01-2020) - 35,000 35,000
T- Bills 3 Months (30-01-2020) - 28,000 28,000 - - - - - -
T- Bills 1 Year (09-04-2020) - 132,500 117,500 15,000 142,314 142,305 ) 12.67% 29.92%
T- Bills 3 Months (12-03-2020) - 16,000 16,000 - - - - - -
T-Bills 3 Months (18-07-2019) - 15,000 15,000
T-Bills 1 Year (10-10-2019) - 54,050 54,050
T- Bills 6 Months (09-04-2020) - 32,500 32,500
T- Bills 3 Months (26-03-2020) - 10,100 10,100
T- Bills 3 Months (25-04-2019) 25,000 - 25,000
T- Bills 3 Months (09-04-2020) - 59,000 59,000
Total as at 30 June 2020 142,314 142,305 9)
Total as at 30 June 2019 49,497 49,472 (25)

This represents Market Treasury Bills pledged with National Clearing Company of Pakistan Limited against Margin Trading exposure
and carry rate of return of 7.04% (30 June 2019:4.45% to 8.80%) per annum.
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52 Government securities - Pakistan Investment Bonds

Face Value As at 30 June 2020 Market value as percentage of
Sold /
Name of the Investee Asat01July Purchased during matured  Asat30  Carrying  Market  Unrealised Net asses Total
the year during the ~ June 2020 value value (loss) / gain investments
year
----------------- (Number of certificates) (Rupees in '000)-------------—--
PIB 3 Years (12-07-2018) 750,000 750,000 - - - - -
PIB 3 Years (19-09-2019) 3,250,000 3,250,000 f : - - -
PIB § Years (19-09-2019) 500,000 300,000 200,000 209,919 210,455 536 18.75% 44.25%
209,919 210,455 536
53 Term Finance Certificates / Sukuk Certificates
Face Value As at 30 June 2020 Market value as percentage of
Sold /
Name of the Investee Asat 01 July Purchased during  matured As at 30 Carrying Market Unrealised Net assets Total
2019 the year during the  June 2020 value value (loss) / gain investments
year
B — (Number of certificates) (Rupees in '000):
Unquoted
1S Bank Limited - TFC (14-12-2016)
(certificates of Rs. 5,000 each) 6,000 - 6,000 30,062 29,399 (663) 2.62% 6.18%
IS Bank Limited II - TFC (29-12-2017)
(certificates of Rs. 100,000 each) 250 - 250 24,775 21,676 (3,099) 1.93% 4.56%
TPL Corp Limited- TFC (19-12-2017)
(certificates of Rs. 100,000 each) 250 - 250 0.00% 0.00%
Habib Bank Limited - TFC (19-02-2016)
(certificates of Rs. 100,000 each) 250 - 100 150 14772 14,659 (113) 1.31% 3.08%
Ghani Gases Limited- Sukuk (2-2-2017)
(certificates of Rs. 100,000 each) 531 250 - 250 12,712 12,053 (659) 1.07% 2.53%
AGP Limited - Sukuk (9-6-2017)
(certificates of Rs. 100,000 each) 250 - 250 10,000 10,015 15 0.89% 2.11%
International Brands Limited- Sukuk
(15-11-2017) (certificates of Rs.
100,000 each) 531 150 - - 150 10,604 10,614 10 0.95% 2.23%
GOP Ijara Sukuk (30-04-2020)
(certificates of Rs. 100,000 each) - 37,500 37,500 - 0.00%
Quoted
Dawood Hercules Corporation Limited
- Sukuk I (certificates of Rs. 100,000
cach) 250 - 250 - 0.00%
Dawood Hercules Corporation Limited
- Sukuk IT (certificates of Rs. 100,000
cach) 300 - 300 23,963 24,437 474 2.18% 5.14%
Total as at 30 June 2020 126,388 122,853 (4,035)
Total as at 30 June 2019 186,262 185,843 (419)

5.3.1 Pursuant to State Bank of Pakistan's BPRD Circular Letter No. 13 of 2020, dated 26 March 2020 and BPRD Circular Letter No. 25
0f 2020, dated 16 June, 2020, principal redemptions of these Sukuks have been relaxed for a year.
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