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Vision
To become synonymous with Savings.
Mission

To become a preferred Savings and Investment
Manager in the domestic and regional markets,
while maximizing stakeholder,s value.

Core Values

To the company takes pride in its orientation towards
client service. It believes that its key success
factors include continuous investment in staff,
systems and capacity building, and its insistence
on universal best practices at all times.
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REPORT OF THE DIRECTOR OF THE PENSION FUND MANAGER
FOR THE YEAR ENDED JUNE 30, 2017

Dear Investor,

On behalf of the Board of Directors, I am pleased to present Pakistan Pension Fund accounts review for the year ended June 30,
2017.

ECONOMY AND MONEY MARKET OVERVIEW

Pakistan’s economy achieved its decade high growth of 5.28% in FY17 which though missed the target of 5.7% but still reflects
progressive movement from stabilization phase to growth trajectory. Agriculture sector remained the main stay, posting a growth of
3.50% compared to a modest of 0.26% a year back. This was well supported by Services with 6% YoY growth. On the industrial
front, large scale manufacturing sector recorded growth of 5.7% for 11MFY17 with major contribution coming from consumer,
construction and power segment. Auto sector recorded double digits growth as demand continued to grow and new models were
introduced by local OEMs. CPEC related and other infrastructure investment continued to provide boom to construction related
industries including steel and cement.

On the external front, a 17.7% rise in imports and 1.4% drop in exports widened the trade deficit to USD 26.9 billion in FY17
compared to USD 19.3 billion a year back. Major contribution in imports came from Petroleum products, which posted an increase
of 21% to USD 10.6 billion, followed by Food (15% YoY rise) and Machinery (10% YoY rise). Increase in oil prices, LNG imports
to fill the natural gas deficit, fast growing demand of consumer products and capital goods import for various projects guide d the
import bill to USD 48.5 billion in FY17.

Remittance marginally declined during FY17 to USD 19.30 billion, ~3.08% lower than last year, where major reasons can be
attributed to employment situation in Middle East and slower than expected global recovery.

The above two factors (declining remittance and rising CA deficit) have started to put pressure on FX reserves, wiping out ~USD
1.72 billion since July 1, 2016 to end the year at USD 21.368 billion.

Despite a 19% YoY increase in average Arab Light prices, CPI remained subdued, posting a 4.15% YoY rise in FY17 . This was
mainly on account of benign growth in Food, transportation and house rent.

The government managed to contain the fiscal deficit at 4.2%, moderately higher than the set target of 3.8%. Total expenditur e and
total revenue both advanced by 12%YoY while fiscal balance hiked by 11%YoY. The government has set a fiscal deficit target of
4.1% in FY18.

Along with CA deficit, another point of concern is rising fiscal deficit and public and private debt to finance these increas ing gaps.
Pakistan’s total debt stood at ~PKR 23.95 trillion (till March, 2017) reflecting an increase of ~PKR 2.33 trillion over a year.

State Bank of Pakistan in its latest monetary policy review for next two months maintained the policy rate at 5.75% for the seventh
consecutive time. The policy committee remains positive based on future expected inflows due to CPEC and other projects which
have kept the rupee relatively stable during the year. Ongoing political uncertainty also temporarily reflected in currency markets
where on a single day, a temporary relaxation from SBP turned into a sharp depreciation of near 4% which however recovered in
the following days as Finance Minister clarified and expressed the firm resolve to fight any speculative movement.

BOP deficits have caused Net Foreign Asset of the banking system to shrink from PKR 1.0 trillion at the end of FY16 to PKR 601
billion only at the end of FY17. M2 growth remains elevated (+13.7% Y/Y) owing to the government running large budget deficits,
which has also led to Net Domestic Asset of the banking system to grow by 18.3% YoY. The government relied on SBP for funding
with borrowings of PKR 908 billion leaving local banks with substantial liquidity. In second half of FY17, Yield Curve has
remained flat; whereas liquidity was adequately managed by SBP.

Shariah Instruments market remained thinly supplied as State Bank of Pakistan conducted a sole Ijara Sukuk auction in FY17 based

on fixed rate rental arrangement offering yields of 5.24% and borrowing PKR 71 billion against the maturing Ijara Sukuk of PKR 50
billion evidencing a scarcity of avenues for Islamic investments.
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REPORT OF THE DIRECTOR OF THE PENSION FUND MANAGER
FOR THE YEAR ENDED JUNE 30, 2017

EQUITIES MARKET OVERVIEW

Despite taking significant battering in the last one and a half month of FY17, index managed to post a gain of 23.24%. The index
declined by 11.94% from its high of 52,876 points witnessed in May, 2017 by end of June, 2017. Increased concerns regarding JIT
proceedings and disappointing net foreign flows post MSCI up gradation led to negative returns. Foreigners remained net sellers,
liquidating a massive USD 652 million worth of equities with majority of the selling absorbed by mutual funds (USD 575 million).
Average volumes increased by ~64% to 340 million shares and value traded increased by ~58 % to PKR 15 billion.

Among the best performers, Steel sector lead the charts, outperforming the benchmark index by a massive ~198% as strong
infrastructural activities under the CPEC regime, along with government’s favorable policies in terms of imposition of regulatory
and anti-dumping duties on various steel products provided strong investor’s interest in the sector. Furthermore, the share prices
started incorporating capacity enhancement projects. Phenomenal return of ~98% made the Auto Sector, second best performer in
the market. The outperformance came in due to stream of new model launches, impressive sales volumes and announcement of taxi
scheme in the budget. Oil and Gas sector witnessed an astounding growth driven by two factors; one of which is a volumetric
growth of ~10% in OMCs while the second is announcement of capital projects worth PKR 110 billion by SNGP which are to be
completed by 2018.

On the flip side, Fertilizers remained among the weak performers by losing ~11% as rising inventories coupled with discounts on
urea prices took a toll on the sector. Furthermore, depressing international fertilizer prices abraded the pricing power of local
manufacturers and dampened the potential export margins. Similarly, underperformance of cement sector by ~7% against the
benchmark was also witnessed during the period under review, as international coal prices surged by ~30% YoY reaching a peak of
$100 in November, 2016. Furthermore, Cherat Cement’s expansion in the North region challenged the dynamics of pricing
arrangement, as a result of which cement prices were reduced by 4-5% in the region keeping the stock prices under pressure.

FUND PERFORMANCE

Debt Fund

The debt sub-fund generated an annualized return of 4.31% during the period under review. The fund’s exposure towards T-Bills
increased from 18.1% to 34.5% and PIBs decreased from 75.5% to 11.20% at period end.

The Net Assets of the Fund as at June 30, 2017 stood at Rs. 512.78 million as compared to Rs. 421.01 million as at June 30, 2016

registering an increase of 21.79%.

The Net Asset Value (NAV) per unit as at June 30, 2017 was Rs. 229.77 as compared to opening NAV of Rs. 220.27 per unit as at
June 30, 2016 registering an increase of Rs. 9.5 per unit.

Money Market Fund

The money market sub-fund generated a return of 4.30% during the period. The fund’s exposure in T-bills increased to 45.2% from
11.9% while exposure in PIBs was reduced to 0% from 80.7%.

The Net Assets of the Fund as at June 30, 2017 stood at Rs. 170.05 million as compared to Rs. 157.13 million as at June 30, 2016
registering an increase of 8.22%.

The Net Asset Value (NAV) per unit as at June 30, 2017 was Rs. 210.20 as compared to opening NAV of Rs. 201.54 per unit as at
June 30, 2016 registering an increase of Rs. 8.66 per unit.

Equity Fund
The Equity sub-fund generated a return of 35.72% against the KSE-100 return of 23.24% registering an outperformance of 12.48%.

The sub-fund increased its overall equity exposure from 92.9% to 96.3%. Sector-wise, the sub-fund increased its exposure in Oil
and Gas Exploration sector and Cement whilst reduced its exposure towards Commercial Banks.
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REPORT OF THE DIRECTOR OF THE PENSION FUND MANAGER
FOR THE YEAR ENDED JUNE 30, 2017

The Net Assets of the Fund as at June 30, 2017 stood at Rs. 768.48 million as compared to Rs. 528.87 million as at June 30, 2016
registering an increase of 45.31%.

The Net Asset Value (NAV) per unit as at June 30, 2017 was Rs. 565.12 as compared to opening NAV of Rs. 416.40 per unit as at
June 30, 2016 registering an increase of Rs. 148.72 per unit.

FUTURE OUTLOOK

The windfall gains that emerged in past couple of years had been a byproduct of subdued oil prices, which painted a rosy picture on
external account, CPI, discount rate and even fiscal account in terms of less burden is terms of subsidies. Though international
commodity outlook still appear bearish but rising current account deficit is posing a challenging scenario going ahead.

The trade imbalance of USD 27 billion in FY17 could deteriorate further with machinery imports under CPEC and several local
capital projects are expected to lead the import bill. Exports on the other hand, are expected to remain under pressure given muted
response of government towards the rebates under the textile package and government's resilience to support Pakistani rupee
through foreign exchange reserves. With widening trade deficit and little help from remittances, we expect next year current account
deficit to reach near USD 15 billion (~4% of GDP) still far from what we have seen in our last balance of payment crisis, which
dragged CAD to ~USD 14 billion (8% of GDP) back in 2008. However widening CAD coupled with interest repayment may create
a financing need of USD 18-19bn in FY'18, which points towards strong possibility of PKR depreciation.

The Consumer Price Index (CPI) is expected to remain well anchored in FY18. We expect inflation to average around 4.5% in
FY18. Currency devaluation and commodity prices though pose risk to estimates, low CPI reading next year is expected to prevent
need for near term significant monetary tightening.

Low interest rate environment coupled with support from CPEC related projects, government’s GDP target of 6% does not look too
lofty, if external account shock and political destabilization does not derail the growth.

The equity market is set to take its cue from the outcome of Panama issue. With almost 13% fall from its peak, the market appears
to have incorporated the risk of change in the PM house, however disintegration of PML(N) in aftermath of court judgment and
disqualification of Finance Minister could further dent the short term market sentiments, as it would hint a hung parliament in the
next election.

Themes of currency depreciation, interest rate rise and economic growth are expected to set the investment tone in the coming fiscal
year. Sectors positively linked with currency weakness are expected to garner lime light namely, Commercial Banks, Exploration &
Production and Power sector. Select growth plays in Power, Steel, Construction and Consumer space are also expected to add
positive contributions to market performance.

We expect fundamentals to reign in over the political noise in the coming months given our market is trading at PER of 9x (a ~30%
discount to the Emerging Markets), creating room for re-rating. In addition, low interest rates scenario is also keeping fixed income
returns subdued, which is further attracting the liquidity in the equity market. The KSE-100 Index currently trades at an equity risk
premium of ~3% and provides a dividend yield of ~5.5%.

ACKNOWLEDGMENT
The Board is thankful to the Fund’s valued investors, the Securities and Exchange Commission of Pakistan and the Trustees of the

Fund for their continued cooperation and support. The Directors also appreciate the efforts put in by the management team.
On behalf of Directors,

s -

Muhammad Saqib Saleem Nasim Beg
Chief Executive Officer Director / Vice Chairman
Karachi

August 4, 2017
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REPORT OF THE PENSION FUND MANAGER
FOR THE YEAR ENDED JUNE 30, 2017

Fund Type and Category
Pakistan Pension Fund (PPF) is an open-end Voluntary Pension Scheme
Investment Strategy

PPF is a flexible savings cum investment plan under the voluntary pension system which facilitates all individuals who are
Pakistani nationals, to save for their retirement in a systematic way, and allows special tax rebate on the contributions
under this system. The investors have a choice between the various allocation schemes that PPF offers, each of which is
invested in different Proportions in the three sub-Funds: Equity, Debt and Money Market. Equity Sub-Fund invests up to
96% of its assests in equity securities. Sector/stock selection is done on the basis of fundamental outlook and DCF
valuation. Debt sub-fund Invests in Govt. Bonds of duration of less than 5 years. Money Market sub- Fund invests in short
dated money market instruments including treasury bills.

Manager’s Review
Equity Sub-Fund

The Equity sub-fund generated a return of 35.72% against the KSE-100 return of 23.24% registering an outperformance of
12.48%. The sub-fund increased its overall equity exposure from 92.9% to 96.3%. Sector-wise, the sub-fund increased its
exposure in Oil and Gas Exploration sector and Cement whilst reduced its exposure towards Commercial Banks.

The Net Assets of the Fund as at June 30, 2017 stood at Rs. 768.48 million as compared to Rs. 528.87 million as at June
30, 2016 registering an increase of 45.31%.

The Net Asset Value (NAV) per unit as at June 30, 2017 was Rs. 565.12 as compared to opening NAV of Rs. 416.40 per
unit as at June 30, 2016 registering an increase of Rs. 148.72 per unit.

Money Market Sub- Fund

The money market sub-fund generated a return of 4.30% during the period. The fund’s exposure in T-bills increased to
45.2% from 11.9% while exposure in PIBs was reduced to 0% from 80.7%.

The Net Assets of the Fund as at June 30, 2017 stood at Rs. 170.05 million as compared to Rs. 157.13 million as at June
30, 2016 registering an increase of 8.22%.

The Net Asset Value (NAV) per unit as at June 30, 2017 was Rs. 210.20 as compared to opening NAV of Rs. 201.54 per
unit as at June 30, 2016 registering an increase of Rs. 8.66 per unit.

Debt Sub-Fund

The debt sub-fund generated an annualized return of 4.31% during the period under review. The fund’s exposure towards
T-Bills increased from 18.1% to 34.5% and PIBs decreased from 75.5% to 11.20% at period end.

The Net Assets of the Fund as at June 30, 2017 stood at Rs. 512.78 million as compared to Rs. 421.01 million as at June
30, 2016 registering an increase of 21.79%.

The Net Asset Value (NAV) per unit as at June 30, 2017 was Rs. 229.77 as compared to opening NAV of Rs. 220.27 per
unit as at June 30, 2016 registering an increase of Rs. 9.5 per unit.
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REPORT OF THE PENSION FUND MANAGER
FOR THE YEAR ENDED JUNE 30, 2017

Asset Allocation (Equity Sub-fund) as of June 30, 2017 (% of Total Assets)

Others including Cash, 3.0%

receivables, 0.7% - Cement, 18.4%

Other equity
sectors, 36.1%

Oil & Gas Exploration

Power Generation & Companies, 13.0%

Distribution, 7.5% Automobile Commercial

Assembler, 9.1% Banks, 12.2%

Asset Allocation (MM Sub-fund) as of June 30, 2017 (% of Total Assets)

Cash, 5.0%

Term Deposits
with
Banks, 49.5% Others including
receivables, 0.3%

T-Bills, 45.2%

Asset Allocation (Debt Sub-fund) as of June 30, 2017 (% of Total Assets)

Term Deposits
with
Banks, 33.8%

Cash, 5.0%

PIBs, 11.2%

Others
including
receivables, 1.1

% T-Bills, 34.5%

TFCs, 14.4%

Syed Abid Ali
Pension Fund Manager
Karachi: August 04, 2017
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REPORT OF THE TRUSTEE TO THE PARTICIPANTS
FOR THE YEAR ENDED JUNE 30, 2017

CENTRAL DEPOSITORY COMPANY
OF PAKISTAN LIMITED

Head Office:

CDC House, 99-B, Block 'B’,
S.M.C.H.5. 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 PARTICIPANTS
PAKISTAN PENSION FUND

Report of the Trustee pursuant to Rule 31(h) of the Voluntary Pension System
Rules, 2005

We Central Depository Company of Pakistan Limited, being the Trustee of Pakistan
Pension Fund (the Fund) are of the opinion that MCB-Arif Habib Savings and
Investments Limited being the Pension Fund Manager of the Fund has in all material
respects managed the Fund during the year ended June 30, 2017 in accordance with
the provisions of the constitutive documents of the Fund and the Voluntary Pension
System Rules, 2005.

C

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

Karachi: September 21, 2017

Pakistan Pension Fund




AUDITOR’S REPORT TO THE PARTICIPANTS
FOR THE YEAR ENDED JUNE 30, 2017

Deloitte. pemip il

Chartered Accountants

Cavish Court, A-35,Block 7 & 8

KCHSU, Shahrah-e-Faisal
Karachi-75350
Pakistan

Tel: +92 (0) 21 3454 6494-7
Fax: +92 (0) 21- 3454 1314

www.deloitte.com

AUDITORS REPORT TO THE PARTICIPANTS OF
THE PAKISTAN PENSION FUND

We have audited the annexed financial statements comprising:-

i) Statement of Assets and Liabilities;

ii) Income Statement;

iii) Statement of Comprehensive Income;

iv) Statement of Cash flows;

v) Statement of movement in participants sub-fund;
vi) Contribution table;

vii) Statement of number of units in issue; and

viii) Financial performance table

of Pakistan Pension Fund (the Fund) as at June 30, 2017 and for the year ended June 30 2017 together
with the notes forming part thereof for the year then ended.

It is the responsibility of the Pension Fund Manager to establish and maintain a system of internal controls:
and prepare and present the financial statements of the Fund in conformity with the International
Accounting Standards notified under sub-section (3) of Section 234 of the Companies Ordinance, 1984,
and Technical Releases issued by Institute of Chartered Accountants of Pakistan from time to time and
the requirements of the Voluntary Pensions System Rules, 2005 and the Companies Ordinance, 1984.
Our responsibility is to express an opinion an these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion: -

(a) the financial statements prepared for the period have been properly drawn in accordance with the
relevant provisions of the trust deed and the Voluntary Pension System Rules, 2005 including the
guidelines thereunder;

(b) a true and fair view is given of the financial position of the pension fund at the end of the period
and of the transactions of the pension fund of the period then ended in accordance with the approved
accounting standards as applicable in Pakistan;

(¢) the allocation and reallocation of units of the sub-funds for all the participants have been made
according to the Voluntary Pension System Rules, 2005;

(d) the cost and expenses debited to the pension fund and apportionment of expenses between sub-
funds are as specified in the constitutive documents of the pension fund;

(e) proper books and records have been kept by the fund and the financial statements prepared are in
agreement with the fund’s books and records;

Member of

Deloi ' " Limited
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AUDITOR’S REPORT TO THE PARTICIPANTS
FOR THE YEAR ENDED JUNE 30, 2017

DeIOitte’f— Deloitte Yousuf Adil

Chartered Accountants

(f) we have obtained all the information and explanations which, to the best of our knowledge and belief,
were necessary for the purpose of the audit; and

(g) no zakat was deductible at source under Zakat and Ushr Ordinance, 1980.
The financial statements of the Company for the year ended June 30, 2016 were audited by another firm

of Chartered Accountants who vide their report dated August 5, 2016 issued an unqualified opinion
thereon.

it

Chartered Accoupitants

Date: () 4 AUG

Karachi

Member of
Toudh Limited
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STATEMENT OF ASSETS & LIABILITIES

AS AT JUNE 30, 2017
June 30, 2017
Equity Debt Money Market
Sub-Fund Sub-Fund Sub-Fund Total June 30, 2016
Note (Rupees)
Assets
Balances with banks 5 23,089,045 26,025,593 8,627,167 57,741,805 41,952,664
Investments 6 747,828,387 485,963,565 162,694,003 1,396,485,955 1,047,587,531
Dividend receivable 2,928,529 - - 2,928,529 1,420,781
Interest receivable 139,624 4,669,444 424,904 5,233,972 19,948,434
Receivable against sale of investments - - - - 7,743,776
Deposits and other receivables 7 2,967,755 847,947 118,543 3,934,245 3,289,376
Total assets 776,953,340 517,506,549 171,864,617 1,466,324,506 1,121,942,562
Liabilities
Payable to the Pension Fund Manager 8 1,082,635 700,656 231,990 2,015,281 1,513,527
Payable to Central Depository Company
of Pakistan Limited - Trustee 9 97,190 62,910 20,813 180,913 147,638
Annual fee payable to Securities and
Exchange Commission of Pakistan 10 234,433 151,285 54,210 439,928 322,958
Accrued expenses and other liabilities 11 7,057,592 3,810,915 1,512,573 12,381,080 12,943,526
Total liabilities 8,471,850 4,725,766 1,819,586 15,017,202 14,927,649
Net assets 768,481,490 512,780,783 170,045,031 1,451,307,304 1,107,014,913
Participants Sub-Funds
(as per Statement of Movement
in Participants' Sub-Funds) 768,481,490 512,780,783 170,045,031
-=-----——-—---- Number of units ---------------
1,359,847 2,231,698 808,983
(Rupees)
Net assets value per unit 565.12 229.77 210.20

Contingencies and commitments 12

The annexed notes from 1 to 21 form an integral part of these financial statements.

Vs

Chief Executive Officer

For MCB-Arif Habib Savings and Investments Limited

(Pension Fund Manager)

s

Chief Financial Officer

16

7

Director
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INCOME STATEMENT
FOR THE YEAR ENDED JUNE 30, 2017

Income
Capital gain / (loss) on sale of investments classified as:

- available-for-sale

- at fair value through profit or loss - held-for-trading
Dividend income on shares classified as:

- available-for-sale

- at fair value through profit or loss - held-for-trading
Income from Government Securities classified as:

- available-for-sale

- at fair value through profit or loss - held-for-trading
Income from Term Finance Certificates

- available-for-sale

- at fair value through profit or loss - held-for-trading
Profit on bank deposits

Note

Unrealised (dimunation) / appreciation on revaluation of investments

- at fair value through profit or loss - held-for-trading - net

Other income
Total income

Impairment against available-for-sale investment

Expenses

Remuneration of Pension Fund Manager

Sales tax and Federal Excise Duty on
remuneration of Pension Fund Manager

Remuneration of the Trustee

Sales tax on trustee fee

Annual fee to Securities and Exchange Commission of Pakistan

Auditors' remuneration

Custody and settlement charges
Securities transaction cost

Legal and professional charges

Bank charges

Provision for Workers' Welfare Fund
Others

Total expenses

Net income from operating activities

Element of income and capital gains included

11.1

in the prices of units sold less those in units redeemed - net

- from realised / unrealised capital gain

- from income other than realised / unrealised capital gain

Net income for the year before taxation

Taxation

Net income for the year after taxation

Earnings per unit

4.7

The annexed notes 1 to 21 form an integral part of these financial statements.
For MCB-Arif Habib Savings and Investments Limited
(Pension Fund Manager)

Vo

Chief Executive Officer

June 30,2017
Equity Money Market
Sub-Fund Debt Sub-Fund Sub-Fund Total June 30,2016
--------------------------------- (Rupees) --------mmmmmmmmmme e
111,292,535 - (1,436,221) 109,856,314 7,172,603
16,505,738 215,169 37,116 16,758,023 14,468,877
21,748,723 - - 21,748,723 18,232,971
9,105,220 - - 9,105,220 3,815,710
- 12,646,786 435,164 13,081,950 25,937,402
- 5,437,212 6,274,822 11,712,034 14,364,974
- - - - 1,968,566
- 1,810,941 - 1,810,941
1,295,755 7,366,625 3,388,675 12,051,055 1,579,052
(11,477,760) 160,286 (4,050) (11,321,524) 6,668,993
- 3,371 - 3,371 -
148,470,211 27,640,390 8,695,506 184,806,107 94,209,148
- - - - (11,099,775)
10,571,771 6,831,603 2,448,237 19,851,611 14,531,184
1,374,313 888,105 318,270 2,580,688 4,684,854
969,848 628,765 225,366 1,823,979 1,447,468
126,076 81,255 29,284 236,615 202,654
234,458 151,311 54,235 440,004 322,957
237,452 154,624 55,645 447,721 480,519
423,012 230,142 - 653,154 585,900
2,637,490 130,284 5,453 2,773,227 838,991
56,667 - - 56,667 554,224
23,431 119,363 48,765 191,559 88,193
(75,455) (131,123) (142,236) (348,814) -
- 9,434 - 9,434 -
16,579,063 9,093,763 3,043,019 28,715,845 23,736,944
131,891,148 18,546,627 5,652,487 156,090,262 59,372,429
6,532,683 (1,043,660) (24,344) 5,464,679 4,233,026
(452,203) 2,966,298 152,622 2,666,717 3,683,114
6,080,480 1,922,638 128,278 8,131,396 7,916,140
137,971,628 20,469,265 5,780,765 164,221,658 67,288,570
137,971,628 20,469,265 5,780,765 164,221,658 67,288,570

s

Chief Financial Officer

17

Director
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STATEMENT OF OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2017

2017
Money
EquitySub- MarketSub-
Fund DebtSub-Fund Fund Total 2016
(Rupees)
Net income for the year after taxation 137,971,628 20,469,265 5,780,765 164,221,658 67,288,570
Other comprehensive income for the year
Items that may be reclassified to profit and loss account
Unrealised appreciation in value of investments
classified as available for sale-net 60,768,069 724,257 1,213,688 62,706,014 22,204,836
Total comprehensive income for the year 198,739,697 21,193,522 6,994,453 226,927,672 89,493,406

The annexed notes from 1 to 21 form an integral part of these financial statements.

For MCB-Arif Habib Savings and Investments Limited
(Pension Fund Manager)

e g =

Chief Executive Officer Chief Financial Officer Director
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CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2017

CASH FLOW FROM OPERATING ACTIVITIES
Net income before taxation

Adjustments for:
Capital gain on sale of investments classified as:
- available-for-sale
- at fair value through profit or loss - held-for-trading
Unrealised diminution / (appreciation) on revaluation
of investments classified at fair value through
profit or loss - held-for-trading - net
Impairment loss on
available-for-sale investment
Element of income and capital gains
included in prices of units
sold less those redeemed - net
- from realised / unrealised capital (gain) / loss
- from income other than realised / unrealised
capital gain / (loss)

(Increase) / decrease in assets
Investments

Dividend receivable

Interest receivable

Receivable against sale of investments
Deposits and other receivables

Increase / (decrease) in liabilities

Payable to Pension Fund Manager

Payable to Trustee

Annual fee payable to Securities and Exchange
Commission of Pakistan

Payable against purchase of equity securities
Accrued and other liabilities

Net cash (used in) / generated from
operating activities

CASH FLOW FROM FINANCING ACTIVITIES
Receipt of contribution
Payment against redemption of units

Net cash generated from financing activities
Net (decrease) / increase in cash and cash
equivalent during the year

Cash and cash equivalents at the beginning
of the year

Cash and cash equivalents at end of the year

2017

Money

EquitySub-Fund DebtSub-Fund MarketSub-
Fund Total 2016

Note (Rupees)
137,971,628 20,469,265 5,780,765 164,221,658 67,288,570
(111,292,535) - 1,436,221 (109,856,314) (7,172,603)
(16,505,738) (215,169) (37,116) (16,758,023) (14,468,877)
11,477,760 (160,286) 4,050 11,321,524 (6,668,993)
- - - - 11,099,775
(6,532,683) 1,043,660 24,344 (5,464,679) (4,233,026)
452,203 (2,966,298) (152,622) (2,666,717) (3,683,114)
(122,400,993) (2,298,093) 1,274,877 (123,424,209) (25,126,838)
(71,414,230) 6,110,368 44,404,265 (20,899,597) (164,767,918)
(1,507,748) - - (1,507,748) (921,580)
(64,571) 8,669,732 6,109,301 14,714,462 (9,364,193)
7,743,776 - - 7,743,776 (7,743,776)
(14,958) (629,023) (888) (644,869) (195,763)
(65,257,731) 14,151,077 50,512,678 (593,976) (182,993,230)
368,144 120,174 13,436 501,754 197,512
27,505 6,277 (507) 33,275 41,903
89,265 23,299 4,406 116,970 87,719
- - - - (18,129,700)
(198,624) (208,283) (155,539) (562,446) 3,226,601
286,290 (58,533) (138,204) 89,553 (14,575,965)
(49,400,806) 32,263,716 57,430,116 40,293,026 (155,407,463)
261,066,450 | 214,693,795 | 55,515,204 H 531,275,449 | 313,376,518
(214,118,410) (142,192,068) (49,468,856) (405,779,334) (160,841,133)
46,948,040 72,501,727 6,046,348 125,496,115 152,535,385
(2,452,766) 104,765,443 63,476,464 165,789,141 (2,872,078)
25,541,811 11,260,150 5,150,703 41,952,664 44,824,742
15 23,089,045 116,025,593 68,627,167 207,741,805 41,952,664

The annexed notes from 1 to 21 form an integral part of these financial statements.

Vs

For MCB-Arif Habib Savings and Investments Limited
(Pension Fund Manager)

s

Chief Executive Officer

Chief Financial Officer
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7

Director
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STATEMENT OF MOVEMENT IN PARTICIPANT’S SUB-FUNDS

FOR THE YEAR ENDED JUNE 30, 2017

Net assets at beginning of the year

Amount received on issue of units

Amount paid on redemption of units

Element of income and capital gains
included in prices of units sold
less those in units redeemed

Amount representing income / (loss) and
realised capital gains / losses

- Amount representing unrealised
appreciation / (diminution) in fair value
of investments

Net unrealised appreciation during the year
in the market value of investments
classified as 'available-for-sale'

Element of income / (loss) and capital gains /
(losses) included in prices of units sold
less those in units redeemed - amount

representing unrealised appreciation

Net income for the year after taxation

Net assets at end of the year

2017
Money
EquitySub- MarketSub-
Fund DebtSub-Fund Fund Total 2016
(Rupees)
528,874,233 421,008,172 157,132,508 1,107,014,913 872,902,262
261,066,450 214,693,795 55,515,204 531,275,449 313,376,518
(214,118,410) (142,192,068) (49,468,856) (405,779,334) (160,841,133)
46,948,040 72,501,727 6,046,348 125,496,115 152,535,385
(6,080,480) (1,922,638) (128,278) (8,131,396) (7,916,140)
(37,212,689) (34,937,041) (2,947,960) (75,097,690) (90,850,209)
(43,293,169) (36,859,679) (3,076,238) (83,229,086) (98,766,349)
60,768,069 724,257 1,213,688 62,706,014 22,204,836
37,212,689 34,937,041 2,947,960 75,097,690 90,850,209
137,971,628 20,469,265 5,780,765 164,221,658 67,288,570
768,481,490 512,780,783 170,045,031 1,451,307,304 1,107,014,913

The annexed notes from 1 to 21 form an integral part of these financial statements.

Vs

For MCB-Arif Habib Savings and Investments Limited
(Pension Fund Manager)

Chief Executive Officer

s

Chief Financial Officer
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7

Director
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CONTRIBUTION TABLE
FOR THE YEAR ENDED JUNE 30, 2017
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STATEMENT OF NUMBER OF UNITS IN ISSUE
FOR THE YEAR ENDED JUNE 30, 2017

EquitySub-Fund  DebtSub-Fund Money ﬁ:;‘etsub'
-------——---- (Number of units) -------------
Total units outstanding at beginning of the year 1,270,108 1,911,296 779,640
Add: Units issued during the year 502,147 1,030,849 275,829
Less: Units redeemed during the year (412,408) (710,447) (246,486)
Total units in issue at the end of the year 1,359,847 2,231,698 808,983

The annexed notes from 1 to 21 form an integral part of these financial statements.

For MCB-Arif Habib Savings and Investments Limited
(Pension Fund Manager)

e g =

Chief Executive Officer Chief Financial Officer Director
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

1. LEGAL STATUS AND NATURE OF BUSINESS

1.1

1.2

1.3

1.4

1.5

The Pakistan Pension Fund (the Fund) was established under a Trust Deed executed between MCB-ArifHabib Savings
and Investments Limited as Pension Fund Manager and Muslim Commercial Financial Services (Private) Limited
(MCFSL) as Trustee. The Trust Deed was approved by the Securities and Exchange Commission of Pakistan (SECP)
on May 24, 2007 and was executed on June 04, 2007 under the Voluntary Pension System Rules, 2005 (the VPS
Rules). Habib Metropolitan Bank Limited (HMBL) was appointed as the new Trustee in place of MCFSL through a
revised Trust Deed dated June 16, 2011 which was approved by SECP on July 07, 2011. Central Depository Company
of Pakistan Limited was appointed as the new Trustee in place of HMBL through a revised Trust Deed dated July 21,
2014 which was approved by SECP on July 23, 2014.

PPF is an open-ended pension fund consisting of three sub-funds namely PPF Equity Sub-Fund, PPF Debt Sub-Fund
and PPF Money Market Sub-Fund. Units are offered for public subscription on a continuous basis. The number of units
of any sub-fund purchased out of contributions depends on the Allocation Scheme selected by the respective Participant
out of the allocation schemes offered by the Pension Fund Manager.

MCB-ArifHabib Savings and Investments Limited has been licensed to act as a Pension Fund Manager under the VPS
Rules through a certificate of registration issued by the Securities and Exchange Commission of Pakistan. The
registered office of the Pension Fund Manager is situated at 24th Floor, Centre Point, Off. Shaheed-e-Millat Expressway,
Near KPT Interchange, Karachi, Pakistan.

Pakistan Credit Rating Agency (PACRA) Limited has assigned Management quality rating of 'AM2++' dated June 23,
2017.

Title to the assets of the fund is held in the name of Central Depository Company Limited as trustee of the fund.

2. STATEMENT OF COMPLIANCE

2.1

2.2

23

These financial statements have been prepared in accordance with the requirements of approved accounting standards
as applicable in Pakistan. Approved accounting standards comprise of such International Financial Reporting Standards
(IFRS) issued by the International Accounting Standards Board (IASB) as are notified under the provisions of the
Companies Ordinance, 1984, the requirements of the Trust Deed, the Voluntary Pension System Rules, 2005 (the VPS
Rules) and the directives issued by the Securities and Exchange Commission of Pakistan. Wherever the requirements
of the Trust Deed, the VPS Rules, or the directives issued by the Securities and Exchange Commission of Pakistan
differ with the requirements of IFRS, the requirements of the Trust Deed, the VPS Rules, or the requirements of the said
directives prevail.

During the year, the Companies Act, 2017 (the new Companies Act) was enacted and promulgated by the SECP on May
30, 2017. However, SECP has notified through Circular No. 17 of July 20, 2017 that companies whose financial year
closes on or before June 30, 2017 shall prepare their financial statements in accordance with the provisions of the
repealed Companies Ordinance, 1984. Accordingly, the Fund shall prepare the financial statements for periods closing
after June 30, 2017 in accordance with the provisions of the new Companies Act. The Fund is currently in process of

determining impact, if any, on future financial statements due to implementation of the Act.

New accounting standards /amendments and IFRS interpretations that are effective for the year ended June 30,
2017

The following standards, amendments and interpretations are effective for the year ended June 30, 2017. These
standards, interpretations and the amendments are either not relevant to the Fund's operations or are not expected to
have significant impact on the Fund's financial statements other than certain additional disclosures.

Effective date (accounting period

Standards / amendments / interpretations L.
beginning on or after)

Amendments to IFRS 10 'Consolidated Financial Statements', IFRS 12 January 01, 2016
'Disclosure of Interests in Other Entities' and IAS 28 'Investments in

Associates and Joint Ventures' - Investment Entities: Applying the

consolidation exception
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2.4

Effective date (accounting period

Standards / amendments / interpretations N
beginning on or after)

Amendments to IFRS 11 'Joint Arrangements' - Accounting for acquisitions January 01, 2016
of interests in joint operations

Amendments to IAS 1 'Presentation of Financial Statements' - Disclosure January 01, 2016
initiative
Amendments to IAS 16 "Property Plant and Equipment' and IAS 38 January 01, 2016

'Intangible Assets' - Clarification of acceptable methods of depreciation
and amortization

Amendments to IAS 16 'Property Plant and Equipment' and IAS 41 January 01, 2016
'Agriculture' - Measurement of bearer plants

Amendments to IAS 27 'Separate Financial Statements' - Equity method in January 01, 2016
separate financial statements

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

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

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

Effective date (accounting period

Standards / amendments / interpretation L.
beginning on or after)

Amendments to IFRS 2 'Share-based Payment' - Clarification January 01, 2018

on the classification and measurement of share-based payment

transactions

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

associate or joint venture.

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

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

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

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

consideration against non-monetary prepaid asset / deferred

income is denominated in foreign currency.

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

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

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

treatments under IAS 12 'Income Taxes'.

Certain annual improvements have also been made to a number of IFRSs.
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3.1

3.2

33

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

- IFRS 1 — First Time Adoption of International Financial Reporting Standards
- IFRS 9 — Financial Instruments

- IFRS 14 — Regulatory Deferral Accounts

- IFRS 15 — Revenue from Contracts with Customers

- IFRS 16 — Leases

- IFRS 17 — Insurance Contracts

BASIS OF PREPARATION

Accounting convention

These financial statements have been prepared under the historical cost convention except for certain investments which
have been marked to market and carried at fair value in accordance with the requirements of the VPS Rules and
International Accounting Standards (IAS) 39: 'Financial Instruments: Recognition and Measurement'.

Critical accounting estimates and judgments

The preparation of financial statements requires management to make judgments, estimates and assumptions that affect
the application of policies and reported amounts of assets, liabilities, income and expenses. The estimates and associated
assumptions are based on historical experience and various other factors that are believed to be reasonable under the
circumstances, the result of which form the basis of making judgments about carrying values of assets and liabilities. The
estimates and underlying assumptions are reviewed on an ongoing basis.

Functional and presentation currency

These financial statements are presented in Pakistani Rupees which is the Fund's functional and presentation currency.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted in the preparation of these financial statements are consistent with those of the previous
financial years except as described in note 2.2.

4.1 Financial assets

4.1.1 Classification

The Fund classifies its financial assets in the following categories: 'investment at fair value through profit or
loss' - held-for-trading, 'loans and receivables' and 'available-for-sale investment' in accordance with the
requirements of International Accounting Standard (IAS) 39: 'Financial Instruments: Recognition and
Measurement'. The classification depends on the purpose for which the financial assets were acquired.

a) Financial assets at fair value through profit or loss

These include held-for-trading investments and such other investments that, upon initial recognition, are
designated under this category. Investments are classified as held-for-trading ifthey are acquired for the
purpose of selling in the near term. After initial measurement, such investments are carried at fair value
and gains or losses on revaluation are recognised in the income statement.

b) Loans and receivables

These are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. The Fund's loans and receivables comprise of balances with banks, deposits and other
receivables and dividend and profit receivable.

¢) Available-for-sale

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

All purchases and sales of securities that require delivery within the time frame established by regulation or
market convention are recognized at the trade date. Trade date is the date on which the Fund commits to
purchase or sell assets.

Initial recognition and measurement

Financial assets 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 are expensed in the income statement.

Subsequent measurement

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

a) Government Ijarah Sukuks

The investment of the Debt Sub-Fund and Money Market Sub-Fund in Government Ijarah Sukuks are
categorized as 'at fair value through profit or loss' - held-for-trading and 'available-for-sale' and are valued
on the basis of broker average rates obtained from Mutual Funds Association of Pakistan (MUFAP).

b) Equity Securities

The investment of the Equity Sub-Fund in equity securities is categorised as 'at fair value through profit or
loss' - held-for-trading and 'available-for-sale' and is valued on the basis of quoted market prices available
at the stock exchange.

¢) Debt Securities

The investment of the Fund in debt securities is valued on the basis of rates determined by the Mutual
Funds Association of Pakistan (MUFAP) in accordance with the methodology prescribed by SECP for
valuation of debt securities vide its Circular No. 1 dated January 6, 2009 as amended by Circular No. 33
dated October 24, 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

d) Loans and receivables

Subsequent to initial recognition financial assets classified as loans and receivables are carried at
amortized cost.

Net gains and losses arising from the difference between the carrying amount and the value determined in
accordance with the criteria mentioned above in respect of financial assets at fair value through profit or loss
are recognised as unrealised gain or loss in the income statement.

Net gains and losses arising from the difference in value determined in accordance with the above mentioned
criteria compared to the carrying amount in respect of available-for-sale financial assets are recognised in
other comprehensive income until the available-for-sale financial assets are derecognised. At this time, the
cumulative gain or loss previously recognised directly in other comprehensive income is reclassified from
other comprehensive income to income statement as a reclassification adjustment.

Impairment

The carrying amounts of the Fund's assets are assessed at each balance sheet date to determine whether
there is any indication of impairment in any asset or group of assets. Ifsuch indication exists, the recoverable
amount of the assets is estimated and impairment losses are recognised immediately as an expense in the
income statement. In case of equity securities classified as available-for-sale, a significant or prolonged
decline in the fair value of the security below its cost is considered as an indicator that the securities are
impaired. Ifany such evidence exists for available-for-sale financial assets, the cumulative loss measured as
the difference between the acquisition cost and the current fair value, less any impairment loss on that
financial asset previously recognised in other comprehensive income is reclassified from other
comprehensive income and recognised in the income statement. Impairment losses recognised on equity
financial assets recognised in the income statement are not reversed through the income statement.
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4.2

4.3

4.4

For loans and receivables, a provision for impairment is established when there is objective evidence that the
Fund willnot be able to collect all amounts due according to the original terms. The amount of the provision is
the difference between the asset's carrying amount and the present value of estimated future cash flows,
discounted at the original effective profit rate.

4.1.6 Derecognition

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

4.1.7  Offsetting of financial assets and liabilities

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

4.1.8 Reclassification

The Fund may choose to reclassify a non-derivative trading financial asset in equity securities out of the 'held-
for-trading' category to the 'available-for-sale' category ifthe financial asset is no longer held for the purpose

of selling it in the near term. Such reclassifications are made only in rare circumstances arising from a single
event that is unusual and highly unlikely to recur in the near term. Reclassifications are made at fair value as
of the reclassification date which then becomes the new cost and no reversals of fair value gains or losses

recorded before the reclassification date are subsequently made.

Financial liabilities

All financial liabilities are recognised at the time when the Fund becomes a party to contractual provisions of the
instrument. A financial liability is derecognised when the obligation under the liability is discharged or cancelled or
expired. Financial liabilities include payable to the Pension Fund Manager, payable to the Trustee and other liabilities.

Issue, allocation, reallocation and redemption of units

Contribution received from a Participant is allocated to the sub-funds on the basis of the allocation scheme selected
by the Participant out of the allocation schemes offered by the Pension Fund Manager. Units issued in respect of a
sub-fund are recorded at the offer price of that sub-fund, determined by the Pension Fund Manager for the
applications received by the distributors during business hours on that date. The offer price represents the net asset
value per unit of the sub-fund as of the close of the business day plus the allowable sales load and any provision for
duties and charges, ifapplicable. The sales load is payable to the investment facilitators, distributors and the Pension
Fund Manager.

The Pension Fund Manager makes reallocation of the sub-fund units between the sub-funds at least once a year to
ensure that the allocations of the sub-fund units of all the Participants are according to the allocation schemes
selected by the Participants.

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

An equalization account called the 'element of income / (loss) and capital gains / (losses) included in prices of units
sold less those in units redeemed' 1is created, in order to prevent the dilution of per unit income and distribution of
income already paid out on redemption.

The Fund records that portion of the net element of income / (loss) and capital gains / (losses) relating to units sold
and redeemed during an accounting period which pertains to unrealised gains / (losses) that form part of the Unit
Holders' Funds in a separate reserve account and any amount remaining in this reserve account at the end of an
accounting period (whether gain or loss) is included in the amount available for distribution to the unit holders. The
remaining portion of the net element of income / (loss) and capital gains / (losses) relating to units issued and
redeemed during an accounting period is recognized in the Income Statement.
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4.5

4.6

4.7

4.8

4.9

4.10

4.12

Provisions

Provisions are recognised when the Fund has a present legal or constructive obligation as a result of past events, itis
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.

Net asset value per unit

The net asset value (NAV) per unit, as disclosed on the balance sheet, is calculated by dividing the net assets of the
Fund by the number of units of the sub-fund in circulation at the year end.

Earnings per unit

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.

Taxation

The income of Pakistan Islamic Pension Fund is exempt from tax under clause 57(3)(viii) of Part I of the Second
Schedule to the Income Tax Ordinance, 2001. Despite the exemption available under the said clause, minimum tax at
the rate of 1% of turnover was chargeable under section 113 of the Income Tax Ordinance, 2001. Through Finance
Act, 2011, effective from July 01, 2011, pension funds are included in the list of entities on which the provisions of
section 113 regarding minimum tax shall not apply.

Revenue recognition

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

- Unrealised capital gains / losses arising on marking to market of investments classified as 'Financial assets
at fair value through profit or loss' - held-for-trading are included in the Income Statement in the period in
which they arise.

- Dividend income is recognised when the right to receive dividend is established.

- Profit on investment is recognised on an accrual basis.

- Profit on bank deposits is recognised on an accrual basis.

Cash and cash equivalents

Cash and cash equivalents comprise of balances with banks.

Foreign currency translation

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the
dates of transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from
the translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are
recognised in the income statement. Translation differences on non-monetary financial assets and liabilities such as
equities at fair value through profit or loss are recognised in the Income Statement within the fair value net gain or
loss.

Basis of allocation of expenses to each sub-fund

Remuneration to the Pension Fund Manager, Trustee and annual fee to the SECP is allocated to each sub-fund on
the basis of the net assets of the sub-fund.

- Expenses specifically incurred by a sub-fund, such as custody and settlement charges, fees and subscription
and bank charges are charged to that sub-fund.

- Auditors' remuneration and legal and professional charges are allocated on the basis of the proportionate net
assets of each sub-fund.
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5. BALANCES WITH BANKS
June 30, 2017
PPF
PPF PPF Money

Equity Debt Market
Sub-Fund Sub-Fund Sub-Fund Total June 30,2016

Note (Rupees)
Savings accounts 5.1 23,089,045 26,025,593 8,627,167 57,741,805 41,952,664

5.1 Savings accounts carry a rate of return ranging from 3.75% to 6.35% (2016: 5.25%) per annum.

6. INVESTMENTS
June 30, 2017
PPF
PPF PPF Money
Equity Debt Market
Sub-Fund Sub-Fund Sub-Fund Total June 30, 2016
Note (Rupees)

At fair value through profit or loss
held for trading
Listed equity securities 6.1 475,435,380 - - 475,435,380 30,200,326
Government Securities 6.2 - 182,429,304 77,694,003 260,123,307 196,015,033
Term Finance Certificates 6.3 - 73,728,669 - 73,728,669 -

475,435,380 256,157,973 77,694,003 809,287,356 226,215,359
Available for sale
Listed equity securities 6.4 272,393,007 - - 272,393,007 469,125,249
Government Securities 6.5 - 53,970,527 - 53,970,527 349,710,932
Term Finance Certificates 6.6 - 835,065 - 835,065 2,535,991

272,393,007 54,805,592 - 327,198,599 821,372,172
Loans and receivables
Term Deposit Receipts 6.7 - 175,000,000 85,000,000 260,000,000 -

747,828,387 485,963,565 162,694,003 1,396,485,955 1,047,587,531
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

7. ADVANCES, DEPOSITS AND
OTHER RECEIVABLES
June 30, 2017
PPF
PPF PPF Money
Equity Debt Market
Sub-Fund Sub-Fund Sub-Fund Total June 30, 2016
(Rupees)
-Receivable against National Clearing
Company of Pakistan Limited 2,500,000 - - 2,500,000 2,500,000
- Central Depository Company of
Pakistan 200,000 200,000 100,000 500,000 500,000
Advance tax 251,258 3,778 2,041 257,077 113,964
Others 16,497 644,169 16,502 677,168 175,412
2,967,755 847,947 118,543 3,934,245 3,289,376
8. PAYABLE TO PENSION
FUND MANAGER
June 30, 2017
PPF
PPF PPF Money
Equity Debt Market
Sub-Fund Sub-Fund Sub-Fund Total June 30, 2016
Note (Rupees)
Remuneration payable 8.1 958,084 620,049 205,302 1,783,435 1,327,656
Sales tax on Pension
Fund Manager Fee 124,551 80,607 26,688 231,846 185,871
1,082,635 700,656 231,990 2,015,281 1,513,527
8.1 This represents remuneration of the Pension Fund Manager at the rate of 1.5% (2016: 1.5%) of the average amount of net assets of each sub-fund
calculated during the year for determining the prices of units of the sub-funds.
9. PAYABLE TO CENTRAL DEPOSITORY COMPANY
'OF PAKISTAN LIMITED - TRUSTEE
June 30, 2017
PPF
PPF PPF Money
Equity Debt Market
Sub-Fund Sub-Fund Sub-Fund Total June 30,2016
(Rupees)
Trustee fee 97,190 62,910 20,813 180,913 147,637
9.1 This represents remuneration of the Trustee based on the tariff as specified in the Trust Deed, calculated on the basis of

the net asset value of each sub-fund computed each day for determining the prices of units of the sub-funds.

Amount of funds under management (Average NAYV) Tariff per annum

Up to Rs. 1 billion 0.17% p.a. of Net Assets

Rs. 1 billion to Rs. 5 billion Rs. 1.7 million plus 0.085% p.a.
of Net Assets exceeding Rs. 1
billion
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

10.

11.

Amount of funds under management (Average NAV) Tariff per annum

Over Rs. 5 billion Rs. 5.1 million plus 0.07% p.a.
of Net Assets exceeding Rs. 5
billion

ANNUAL FEE PAYABLE TO SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN

This represents annual fee to the Securities and Exchange Commission of Pakistan at the rate of one thirtieth of one
percent of average annual net assets of each sub-fund.

ACCRUED AND OTHER
LIABILITIES
June 30, 2017
PPF
PPF PPF Money
Equity Debt Market
Sub-Fund Sub-Fund Sub-Fund Total June 30, 2016
Note (Rupees)

Provision for Workers'
Welfare Fund 1.1 3,766,624 1,170,933 272,852 5,210,409 5,559,013
Federal Excise Duty payable

on remuneration of Pension

Fund Manager 11.2 2,420,238 2,404,932 1,151,294 5,976,464 5,976,465
Brokerage 525,289 2,852 1,198 529,339 663,897
Withholding tax 187,927 125,096 27,274 340,297 379,855
Auditor's remuneration 157,514 106,452 37,857 301,823 300,749
Payable against redemption of units - - 22,098 22,098 19,912
Others - 650 - 650 43,635

7,057,592 3,810,915 1,512,573 12,381,080 12,943,526

Provision for Workers' Welfare Fund

The Supreme Court passed a judgment on November 10, 2016, which upheld the view of Lahore High Court, declaring the
insertion of amendments through Finance Acts 2006 and 2008 pertaining to Workers’ Welfare Fund (WWF) as unlawful
and there by striking down the amendments introduced through these Finance Acts. The Federal Board of Revenue has
filed a petition in the Supreme Court against the said judgment, which is pending hearing.

Mutual Fund Association of Pakistan (MUFAP), on behalf of all Asset Management Companies (AMCs), obtained a legal
opinion dated December 5, 2016 on the matter, according to which there is no longer any basis in law to claim WWF
payments from the mutual funds under the WWF Ordinance. After deliberating the position, The Mutual Fund Association of
Pakistan (MUFAP) decided that the provision for WWF held for the period from January 1, 2013 to June 30, 2015 be
reversed effective January 12, 2017. The provision reversed on January 12, 2017, amounted to Rs.5.92 million, 1.41 million
and 0.46 million respectively for Equity, Debt and Money Market sub funds. This has resulted in an increase in NAV per unit
of Rs. 4.39 per unit, Rs.0.71 per unit and Rs. 0.58 per unit respectively for Equity, Debt and Money Market sub fund on
January 12, 2017. Had this reversal been recognized on June 30, 2017, the NAV per unit of the Fund would have been
higher by Rs.2.77 per unit, Rs.0.52 per unit and Rs. 0.34 per unit respectively for Equity, Debt and Money Market sub fund
on that date.

Furthermore, the Sindh Revenue Board (SRB) had written to mutual funds in January 2016 to register and pay Sindh
Workers Welfare Fund (SWWF) for the accounting year closing on or after December 31, 2013. MUFAP reviewed the issue
and based on an opinion dated August 2016 decided that SWWF is not applicable on mutual funds as they are not financial
institutions as required by SWWF Act, 2014. MUFAP wrote to SRB that mutual funds are not establishments and are pass
through vehicles hence, they do not have any worker and no SWWF is payable by them. SRB on November 11, 2016
responded back that as mutual funds are included in definition of financial institutions in The Financial Institutions
(Recovery of Finance) Ordinance, 2001, SWWF is payable by them. MUFAP has taken up the matter with the Sindh
Finance Ministry to have mutual funds excluded from SWWF.
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12.

13.

14.

MUFAP has also obtained a legal opinion that SWWF, if applicable, can only be applied from the date of enactment of SWWF Act, 2014,
i.e. May 21, 2015. Accordingly, on January 12, 2017, MUFAP as an abundant caution, decided to provide for SWWF with effect from May
21, 2015, while the efforts to exclude mutual funds for SWWF continue. The provision made for SWWF on January 12, 2017, amounted to
Rs. 2.95 million, Rs.0.93 million and Rs.0.19 million for Equity, Debt and Money Market sub fund. The aggregated provision as at June 30,
2017 is Rs.3.76 million for Equity sub fund, Rs. 1.17 million for Debt sub fund and Rs. 0.27 million for Money Market sub fund. The impact
on decrease on NAV per unit as at June 30, 2017 is Rs. 2.77 per unit for Equity sub fund, Rs. 0.52 per unit for Debt sub fund and Rs. 0.33 per
unit for Money Market sub fund.

The SECP has also concurred with the directions issued by MUFAP through its letter no. SCD/AMCW/MUFAP/2017 - 405 dated
February 01, 2017.

Provision for Federal Excise Duty

The Finance Act, 2013 enlarged the scope of Federal Excise Duty (FED) on financial services to include Asset Management Companies
(AMCs) with effect from June 13, 2013. As the asset management services rendered by the Management Company of the Fund are already
subject to provincial sales tax on services levied by the Sindh Revenue Board, which is being charged to the Fund, the Management
Company is of the view that further levy of FED was not justified.

The SHC vide its Order dated June 30, 2016 has disposed of the petition by referring its judgment dated June 02, 2016 whereby it rendered
the FED on certain services to be 'Ultra Vires' in the presence of Sindh Sales Tax Act 2011. However, the Federal Board of Revenue (FBR)
has filed an appeal in the Supreme Court of Pakistan against this judgment by the SHC.

Further, the Federal Government vide Finance Act 2016 has excluded asset management companies and other non-banking finance
companies from charge of FED on their services.

In view of the pending decision and as a matter of prudence, the Management Company of the Fund has made a provision for FED in the
books of accounts of the Fund with effect from June 13, 2013 to June 30, 2015. However the Management Company of the Fund has not
made any further provision for FED after the year ended June 30, 2015. The aggregate balance of FED provision in the books of accounts
for the Fund as on June 30, 2017 was Rs.5.97 million. (June 30, 2016: Rs.5.97 million). The impact of decrease in NAV per unit of the
Fund is Rs.1.78 per unit, Rs.1.08 per unit and Rs. 1.42 per unit respectively for Equity, Debt and Money Market sub fund on that date.

CONTINGENCIES AND COMMITMENTS

There were no contingencies and commitments outstanding as at June 30, 2017 (June 30,2016 : NIL)except as disclosed
innote 11.1 and 11.2

AUDITORS' REMUNERATION
June 30,2017

PPF Money
PPF Equity Sub- PPF Debt Sub- Market Sub-
Fund Fund Fund Total June 30, 2016
(Rupees)

Audit fee 132,377 88,331 29,292 250,000 250,000
Half yearly review fee 66,189 44,165 14,646 125,000 125,000
198,566 132,496 43,939 375,000 375,000
Out of pocket expenses 38,886 22,128 11,706 72,721 105,519
237,452 154,624 55,645 447,721 480,519

TAXATION
The income of Pakistan Pension Fund is exempt from tax under clause 57(3)(viii) of Part I of the Second Schedule to the

Income Tax Ordinance, 2001. Further through Finance Act, 2011, effective from July 01, 2011, pension funds are included
in the list of entities on which the provisions of section 113 regarding minimum tax shall not apply.
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15.

16.

16.1

CASH AND CASH EQUIVALENTS

June 30, 2017

PPF
PPF PPF Money
Equity Debt Market
Sub-Fund Sub-Fund Sub-Fund Total June 30, 2016
(Rupees)
Savings accounts 23,089,045 26,025,593 8,627,167 57,741,805 41,952,664
Term Deposit Receipts (3 months) - 90,000,000 60,000,000 150,000,000 -
23,089,045 116,025,593 68,627,167 207,741,805 41,952,664

TRANSACTIONS WITH CONNECTED PERSONS

Connected persons include MCB-ArifHabib Savings and Investments Limited being the Pension Fund Manager and MCB
Limited, Central Depository
managed by the Pension Fund Manger as

Bank Limited being the Holding Company of MCB-Arif Habib Savings
Company Limited being the Trustee,
Management Company and directors and executives of the Pension Fund Manager.

other collective investment

schemes

and Investments

The transactions with connected persons are in the normal course of business and are carried out on agreed terms.

Remuneration payable to the Pension Fund Manager and the Trustee is determined in accordance

the VPS Rules 2005 and the Trust Deed respectively.

Transactions during the year

with the provisions of

June 30, 2017
PPF Money
PPF Equity Sub- PPF Debt Sub- Market Sub-
Fund Fund Fund Total June 30,2016
(Rupees)

MCB-Arif Habib Savings

and Investments Limited -

Pension Fund Manager
Remuneration including

indirect taxes 11,946,084 7,719,708 2,766,507 22,432,299 19,216,038
Redemption of PPF

Debt Sub-Fund

Units held (2016: 46,891) - - - - 10,000,000
MCB Bank Limited
Mark-up earned 41,178 10,430 6,867 58,475 107,219
Bank charges 4,465 1,073 1,001 6,539 5,774
Central Depository Company

Limited - Trustee
Remuneration including 1,095,924 710,020 254,650 2,060,594 1,650,122

sales taxes -
Settlement charges 117,360 9,516 - 126,876 60,442
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June 30, 2017
PPF Money
PPF Equity Sub- PPF Debt Sub-  Market Sub-
Fund Fund Fund Total June 30, 2016
(Rupees)

Brokerage
Arif Habib Limited 149,442 - - 149,442 34,197
Next Capital Limited 126,676 10,000 2,270 138,946 81,163
Summit Capital Limited - - - - 4,994
Key Management Personnel
Issue of 5,314 units of PPF Equity

Sub-Fund (2016: 4,181 units) 2,802,323 - - 2,802,323 1,595,577
Issue of 8,780 units of PPF Debt

Sub-Fund (2016: 4,379 units) - 1,984,732 - 1,984,732 923,317
Issue of 1,682 units of

PPF Money Market Sub-Fund

(2016: 146 units) - - 347,756 347,756 28,507
Redemption of 3,173 units

of PPF Equity Sub-Fund

(2016: 26,554 units) 1,608,780 - - 1,608,780 10,059,530
Redemption of 3,947 units

of PPF Debt Sub-Fund

(2016: 18,696 units) - 878,892 - 878,892 3,968,161
Redemption of 525 units of

PPF Money Market Sub-Fund

(2016: 2,127 units) - - 106,861 106,861 414,409

16.2 Amounts outstanding as at year end

As at June 30, 2017

PPF Money
PPF Equity Sub- PPF Debt Sub- Market Sub-
Fund Fund Fund Total June 30, 2016
(Rupees)
MCB-Arif Habib Savings
and Investments Limited -
Pension Fund Manager
Remuneration payable 958,084 620,049 205,302 1,783,435 531,363
Sindh sales tax payable 124,551 80,607 26,688 231,846 79,705
Investment of 252,196 units
as seed capital in each
sub-fund (2016: 252,196) 142,521,000 - - 142,521,000 105,014,412
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17.

As at June 30, 2017

PPF Money
PPF Equity Sub- PPF Debt Sub- Market Sub-
Fund Fund Fund Total June 30, 2016

(Rupees)

Investment of 253,109 units
as seed capital in each
sub-fund (2016: 253,109) - 58,156,828 - 58,156,828 55,752,293

Investment of 300,000 units
as seed capital in each
sub-fund (2016: 300,000) - - 63,060,000 63,060,000 60,462,000

MCB Bank Limited
Bank balance 622,478 195,810 14,721 833,009 76,815

Central Depository Company

Limited - Trustee
Remuneration payable 86,009 55,663 18,432 160,104 129,506
Sindh sales tax payable 11,181 7,247 2,381 20,809 18,132
Security deposit 200,000 200,000 100,000 500,000 500,000

Brokerage
Arif Habib Limited 2,046 - - 2,046 16,000
Next Capital Limited 65,952 - - 65,952 55,854

Key Management Personnel
Balance as at June 30, 2017

Investment In PPF Equity
Sub-Fund 12,377 units
(2016: 16,237 units) 6,994,490 - - 6,994,490 6,761,257

Investment In PPF Debt
Sub-Fund 16,319 units
(2016: 8,188 units) - 3,749,587 - 3,749,587 1,803,630

Investment In PPF Money
Market Sub-Fund 3,319
units (2016: 230 units) - - 697,612 697,612 46,273

FINANCIAL RISK MANAGEMENT

The Fund's overall risk management programme focuses on the unpredictability of financial markets and seeks to
minimise potential adverse effects on the Fund's financial performance.

The Fund's activities expose itto a variety of financial risks: market risk (including currency risk, profit rate risk and other
price risk), credit risk and liquidity risk. Risk of the Fund being managed by the Pension Fund Manager in accordance with
the approved policies of the investment committee which provide broad guidelines for management of above mentioned
risks.

The Fund's primary financial assets comprise of balances with banks, available-for-sale and designated at fair value
through profit or loss investments, comprising of, equity securities of listed companies, Pakistan Investment Bonds,
Treasury Bills, Government of Pakistan Ijarah Sukuks, Term Finance Certificates and Sukuk bonds . The Fund also has
dividend receivable, interest receivable, deposits and other receivables. The Fund's principal financial liabilities include
remuneration payable to Pension Fund Manager, Trustee and accrued and other liabilities.
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17.1

17.1.1

17.1.2

Market risk

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

The Pension Fund Manager manages market risk by monitoring exposure on marketable securities by following the
internal risk management policies and investment guidelines approved by the Board and regulations laid down by
the Securities and Exchange Commission of Pakistan and the VPS Rules.

Market risk comprises of three types of risk: currency risk, profit 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 all transactions are carried out in Pakistani Rupees.

Profit rate risk

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

Sensitivity analysis of variable rate instruments

a) Debt Sub-Fund holds KIBOR based profit bearing TFCs and Sukuk bonds exposing the Fund to cash flow interest rate risk.
In case of 100 basis points increase / decrease in KIBOR, with all other variables held constant, the net assets of the Fund
as on June 30, 2017 and net income for the year then ended would have been higher / lower by Rs.0.01 million (2016:
Rs.0.025 million).

b) Money Market Sub-Fund and Debt Sub-Fund holds Pakistan Investment Bonds which are classified as 'available-for-sale'
and 'at fair value through profit or loss', exposing the Sub-Funds to interest rate risk. In case of 100 basis points increase /
decrease in rates announced by FMAP (Financial Markets Association of Pakistan) or Reuters on June 30, 2017, with all
other variables held constant, the net assets of the Fund and net income for the year would have been lower / higher by
Rs.0.41 million (2016: Rs.4.06 million).

¢) Money Market Sub-Fund and Debt Sub-Fund hold Treasury Bills which are classified as fair value through profit or loss',
exposing the Sub-Funds to interest rate risk. In case of 100 basis points increase / decrease in rates announced by MUFAP
(Mutual Funds Association of Pakistan) on June 30, 2017, with all other variables held constant, the net assets of the Fund
and net income for the year would have been lower / higher by Rs.2.56 million (2016: Rs.0.96 million).

d) The Fund holds balances in deposit accounts with banks, exposing the Fund to cash flow interest rate risk. In case of 100
basis points increase / decrease in KIBOR, with all other variables held constant, the net assets of the Fund as on June 30,
2017 and net income for the year then ended would have been higher / lower by Rs.0.577 million (2016: Rs.0.419 million).

The composition of the Fund's investment portfolio, KIBOR rates, rates announced by State Bank of Pakistan are expected
to change over time. Accordingly, the sensitivity analysis prepared as of June 30, 2017 is not necessarily indicative of the
impact on the Fund's net assets of future movements in profit rates.

Yield / return rate sensitivity position for on balance sheet financial instruments is based on the earlier of contractual
repricing or maturity date and for off-balance sheet instruments is based on the settlement date.
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17.1.3

17.2

Other Price risk

Other price risk is a risk that the value of financial instrument may fluctuate as a result of changes in market prices .The
Equity Sub-Fund is exposed to equity price risk because of equity securities held by the Equity Sub-Fund and classified
on the balance sheet as available-for-sale. To manage its price risk arising from investment in equity securities, the
Equity Sub-Fund's investment policy, as restricted by the VPS Rules, limits investments in listed shares of one
company to not more than 10% of Sub-Fund net assets and investment in listed securities of a particular company
have also been restricted to 10% of paid-up capital of investee company. Moreover, the sector limits have been
restricted to 35% of the net assets of the Sub-Fund.

In case of 5% increase /decrease in KSE 100 index on June 30, 2017, the net assets relating to the Equity Sub-Fund
and total net assets of the Fund would increase /decrease by Rs. 40.042 million (2016: Rs.24.97 million) as a result of
gains / losses on equity securities classified as available-for-sale and at fair value through profit or loss - held-for-
trading.

The analysis is based on the assumption that the equity index had increased /decreased by 5% with all other variables
held constant and all the Sub-Fund's equity instruments moved according to the historical correlation with the index.
This represents management's best estimate of a reasonable possible shift in the KSE 100 index, having regard to the
historical volatility of the index. The composition of the Sub-Fund's investment portfolio and the correlation thereof to
the KSE index, is expected to change over time. Accordingly, the sensitivity analysis prepared as of June 30, 2017 is
not necessarily indicative of the effect on the Sub-Fund's net assets of future movements in the level of KSE 100 index.

Credit risk

Credit risk represents the risk of loss if counterparties fail to perform as contracted. The Fund's credit risk is primarily
attributable to its investment in debt securities. The Fund is also exposed to counter party credit risks on balances with
banks and profit receivable. The credit risk on these funds is limited because the counterparties are financial
institutions with reasonably high credit ratings. In addition, the internal risk management policies and investment
guidelines (approved by the Board) require the Fund to invest in debt securities that have been rated as investment
grade by a well known rating agency.

The Fund has adopted a policy of only dealing with creditworthy counterparties. This credit rating information is
supplied by independent rating agencies, where available, and if not available, the Fund uses other publicly available
financial information and its own trading records to rate its major investors. The Fund's exposure and the credit ratings
of its counterparties are continuously monitored.

Credit risk from balances with banks and financial institutions is managed by financial department in accordance with
the Fund's policy. Investments of surplus funds are made only with approved counterparties and within credit limits
assigned to each counterparty. Counterparty credit limits are approved by the Board of Directors. The limits are set to
minimise the concentration of risk and therefore mitigate financial loss through potential counterparty failure.

The Fund's maximum exposure to credit risk related to receivables at June 30, 2017 and June 30, 2016 is the carrying
amounts of following financial assets.

As at June 30, 2017

PPF PPF PPF
Equity Debt Money Market As at June 30,
Sub-Fund Sub-Fund Sub-Fund Total 2016
(Rupees)

Balances with banks 23,089,045 26,025,593 8,627,167 57,741,805 41,952,664
Investments - 249,563,734 85,000,000 334,563,734 2,535,991
Dividend receivable 2,928,529 - - 2,928,529 1,420,781
Interest receivable 139,624 4,669,444 424,904 5,233,972 110,417
Deposits and other receivables 2,967,755 847,947 118,543 3,934,245 175,412

29,124,953 281,106,718 94,170,614 404,402,285 46,195,265

All deposits and receivables with National Clearing Company of Pakistan Limited and Central Depository Company of
Pakistan Limited - CDC are highly rated and risk of default is considered minimal.
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17.3

The analysis below summarises the credit rating quality of the Fund's financial assets as at June 30, 2017 and June
30, 2016:

Rating

Bank balances by Rating long-term 2017 2016

rating category agency short-term e (Rupees) ------------
Allied Bank Limited PACRA Al+/ AA+ 15,444,189 -
Bank Al Falah Limited PACRA Al+/AA 6,544,297 -
JS Bank Limited PACRA Al+/ AA- 5,784,939 .
Habib Bank Limited JCR-VIS A-1/AAA 75,000 -
MCB Bank Limited PACRA Al+/ AAA 833,009 10,031,783
Habib Metropolitan Bank Limited PACRA Al+/AA+ 29,028,696 34,792,959
Askari Bank Limited PACRA Al+/ AA+ 20,117 -
Zarai Taraqiati Bank Limited JCR-VIS A-1+/AAA 11,558 -
Term Finance Certificates by rating category
AAA /Al+ PACRA 33.59% 0.18%
AA+/ Al+ PACRA 37.98% 99.82%
AA- PACRA 28.43% 0%

The maximum exposure to credit risk before any credit enhancement as at June 30, 2017 is the carrying amount of the
financial assets.

Concentration of credit risk

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

Liquidity risk

Liquidity risk is the risk that the Fund may encounter difficulty in raising funds to meet its obligations and commitments

associated with financial instruments. Liquidity risk may result from an inability to sell a financial asset at close to its fair
value. The Pension Fund Manager manages liquidity risk by continuously analyzing the maturities of financial assets

and financial liabilities. Since the Unit Holders invest in the Funds with a long-term objective, possibility of a significant
redemption pressure is limited.

The table below analyses the Sub-funds' financial liabilities into relevant maturity groupings based on the remaining

period at the balance sheet date to the contractual maturity date. The amounts in the table are the contractual
undiscounted cash flows.
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18.

19.

20.

21.

UNIT HOLDERS' FUND RISK MANAGEMENT

The Fund's capital is represented by redeemable units of the sub-funds. They are entitled to payment of a proportionate
share based on the sub-fund's net asset value per unit on the redemption date. The relevant movements are shown on the
statement of movement in Participants' sub-funds. In accordance with the risk management policies, the Fund endeavours to
invest the subscriptions received in appropriate investments while maintaining sufficient liquidity to meet redemption. Since
the Unit Holders invest in the Funds with a long-term objective, possibility of a significant redemption pressure is limited,
such liquidity being augmented (by short-term borrowings or disposal of investments where necessary). During the year no
such borrowing was exercised.

Allunits, including the core units, and fractions thereof represent an undivided share in the pertinent sub-funds of the fund

and rank pari passu as to their rights in the net assets and earnings of such sub-fund and are not tradable or transferable.
Each participant has a beneficial interest in the sub-fund proportionate to the units held by such participant in such sub-fund.

SEGMENT INFORMATION

As per IFRS 8, operating segments are reported in a manner consistent with the internal reporting used by the chief decision-
maker. Investment Committee has been identified as the chief decision-maker, who is responsible for allocating resources,
assessing performance of the operating segments and is responsible for the Fund's entire portfolio and considers the
business to have three operating segments i.e. PPF Equity Sub-Fund, PPF Debt Sub-Fund and PPF Money Market Sub-
Fund. The Fund's asset allocation decisions are based on the allocation scheme selected by the participant out of the
allocation schemes offered by the Pension Fund Manager. The Fund's performance is also evaluated on the sub-funds
basis.

The internal reporting provided to the Board of Directors of the Pension Fund Manager for the Fund's assets, liabilities and
performance is prepared on a consistent basis with the measurement and recognition principles of approved accounting

standards as applicable in Pakistan.

The Fund is domiciled in Pakistan. All of the Fund's income is from investments in entities incorporated in Pakistan.

GENERAL
Figures have been rounded off to the nearest Rupee.
DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorized for issue on August 04, 2017 by the Board of Directors of the Management Company.

For MCB-Arif Habib Savings and Investments Limited

(Pension Fund Manager) -
M) Jedete— @} Ve 7
Chief Executive Officer Chief Financial Officer Director
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