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DIRECTORS' REPORT
FOR THE QUARTER ENDED SEPTEMBER 30, 2018

It gives me immense pleasure to present on behalf of the Board of Directors of 786 Investments Limited "786
or the Company" the Management Company of Dawood Income Fund (DIF), | am pleased to present financial
statements for the quarter ended September 30, 2018.

Economic Outlook:

The smooth and safe transition of powers between the Governments addresses the political uncertainty.
However, concerns over the economic front continues to persist on the back of rising inflation and large twin
deficits that are likely to compromise the sustainability of the high real economic growth path, posing a major
concern for the newly elected Government.

The balance of payments is under stress due to relatively high current account deficit (CAD) at 5.8 percent
of GDP (US$18.1 billion) in FY18. Exports, after contracting for three consecutive fiscal years, grew by 12.6
percent in FY18, but relatively stronger import growth (14.7 percent) has resulted in a higher trade deficit.
Government imposed regulatory duties on a large number of imports to slowdown import growth and the
exchange rate has depreciated by cumulative 18 percent. The recent monetary and fiscal measures are likely
to affect Large Scale Manufacturing. SBP has projected the real GDP growth for FY19 at around 5.0%.
Average CPI inflation for the IQFY19 increased to 5.60% against 3.39% in FY18. SBP has revised its inflation
cast for FY19 in the range of 6.5% to 7.5% in view of (i) higher anticipated international oil prices (ii) an upward
revision in domestic gas prices (iii) an increase regularity duty on imports and (iv) exchange rate depreciations.
The policy interest rate was raised by 200 bps during the period under review.

The government is also now pursing fiscal consolidation program and has further announced regulatory
measures to slowdown the growing pressures on the external front. As a result, domestic demand is projected
to decelerate in the coming months of FY19.

Money Market Review:

The SBP held seven Treasury bill auctions during 1QFY19. The cumulative participation witnessed were PKR
5.199bn against the pre-announced auction target of PKR 5,450bn while the SBP accepted an amount of PKR
4.556bn during the period under review. That being said, acceptance in 3 months tenor represented 99.99%
of the total accepted amount while the 6 months were 0.01% while no bids were received in 12 months tenor.
Further during this period SBP conducted three Pakistan Investment Bond (PIB) auctions and raised PKR
19.5bn the last cut-off yields was 9.25% for 5 years respectively. Further during this period SBP conducted
one Floating Rate Bonds (FRB) auction based on spread over 6 months weighted average cut-off T.Bills. The
cumulative participation witnessed were PKR 151.525bn against the auction target of PKR 150bn while the
SBP accepted an amount of PKR 101.525bn with spread over 70 bps on 6m T.Bills. The SBP did not conduct
any GOP ljarah Sukuk auction during the period under review.

Fund Strategy

The Fund's priority is to keep healthy liquidity, making prudent decisions on residual debt and making risk-
averse decisions on future investments. The Fund management is actively pursuing towards the settlement
of the residual debt while ensuring the high unit holder protection. Ensuring steady profit while meeting any
and all redemption need is the Fund's prime priority.
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Fund Performance

As at September 30, 2018, net assets were Rs. 376.86 million as compared to Rs. 334.72 million as at June
30, 2018. The Fund's total income during the period stands at Rs. 12.15 million as compared to income of
Rs. 8.52 million. Total income increased by Rs. 3.62 million as compared to same period last year. Total
expenses were Rs. 2.54 million as compared to Rs. 1.78 million in the same period last year. The Net Asset
Value (NAV) of DIF per unit decreased from Rs. 88.31 to Rs. 81.65 during the period.

Acknowledgement

The Directors wish to express their gratitude to the Securities & Exchange Commission of Pakistan and other
regulatory bodies for their valuable support, assistance and guidance during these times of recovery.

The Board also thanks the employees of the Asset Management Company, the Trustee for their dedication
and hard work and the unit holders for their confidence in the Management.

These condensed interim financial statements are unaudited. Accordingly, the Directors of the Management
Company declare that these condensed interim financial statements give a true and fair view of the Fund.

) )

October 18, 2018 Chairperson
Karachi
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INCOME FUND
CONDENSED INTERIM STATEMENT OF ASSETS AND LIABILITIES (UNAUDITED)

AS AT 30 SEPTEMBER 2018
Un-Audited Audited
Note 30 September 30 June
2018 2018
Rupees Rupees
Assets
Bank Balances 6 31,626,166 178,611,620
Investments 7 351,104,975 161,342,284
Income and Profit Receivable 1,328,179 1,598,839
Deposits 120,569 100,000
Advance Income Tax 18,493 -
Total Assets 384,198,382 341,652,743
Liabilities
Payable to 786 Investments Limited - Management Company 8 822,147 744,035
Payable to MCB Financial Services Limited - Trustee 55,731 56,015
Payable to Securities and Exchange Commission of
Pakistan - Annual Fee 77,164 243,087
Accrued Expenses and Other Liabilities 9 5,916,887 5,515,348
Unclaimed Dividend 460,487 369,962
Total Liabilities 7,332,416 6,928,447
Net Assets 376,865,966 334,724,296
Unit Holders’ Fund (As per Statement Attached) 376,865,966 334,724,296
Number of Units
Number of Units in Issue 10 4,615,387 3,790,392
Rupees
Net Assets Value per Unit 81.65 88.31
Contingencies and Commitments 1

The annexed notes 1 to 17 form an integral part of these condensed interim financial statements.

For 786 Investments Limited
(Management Company)

-—--SD---- -—--SD---- -—--SD----
Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM INCOME STATEMENT (UNAUDITED)
FOR THE QUARTER ENDED 30 SEPTEMBER 2018

Income

Net Capital Gain on Sale of Investment

Income from Saving Accounts

Income from Sukuk Certificates

Income from Commercial Paper

Income from Term Deposit Receipts (TDR)

Income from Certificates of Investments (COI)

Income from Government Securities

Reversal of Impairment in the Value of Investments
Classified as Available for Sale

Total Income

Expenses

Remuneration of 786 Investments Limited - Management Company
Sindh Sales Tax on Remuneration to Management Company
Accounting and Operational Charges

Remuneration to MCB Financial Services Limited - Trustee
Sindh Sales Tax on Trustee Fee

Annual Fee to Securities and Exchange Commission of Pakistan
Auditors' Remuneration

Fees and Subscription

Securities Transaction Cost

Financial Charges

Legal and Professional Charges

Provision for Sindh Workers' Welfare Fund (SWWF)
Withholding Taxes

Printing and Related Charges

Total Expenses

Net Income for the Period Before Taxation
Taxation

Net Income for the Period After Taxation

Allocation of Net Income for the Period:
Income Already Paid on Units Redeemed

Accounting Income Available for Distribution:
- Relating to Capital Loss
- Excluding Capital Loss

Earnings per Unit

Note

9.2

12

Quarter Ended Quarter Ended
30 September 30 September
2018 2017
Rupees Rupees
1,417 -
1,700,622 3,066,367
1,100,135 479,065
323,671
311,360 -

- 132,791
4,526,381 657,800
4,188,789 4,188,789

12,152,375 8,524,812
1,543,236 992,505
200,620 129,026
82,883 66,166
151,250 151,178
19,661 19,653
77,164 49,625
164,515 164,680
35,413 36,585
4,968 992
2,885 1,487
34,157 -
196,075 136,928
31,885 35,000
2,544,712 1,783,825
9,607,663 6,740,987
9,607,663 6,740,987
(1,932,527) (18,603)
1,417 -
7,673,719 6,722,384
7,675,136 6,722,384

The annexed notes 1 to 17 form an integral part of these condensed interim financial statements.

For 786 Investments Limited

(Management Company)

—-SD----
Chief Executive Officer

8]

—-SD---
Chief Financial Officer

—-SD----
Director
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CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UNAUDITED)
FOR THE QUARTER ENDED 30 SEPTEMBER 2018

Quarter Ended Quarter Ended
30 September 30 September

2018 2017
Rupees Rupees

Net Income for the Period after Taxation 9,607,663 6,740,987
Other Comprehensive Income
Iltems That are Or May be Reclassified

Subsequently to Income Statement
Net Unrealised Diminution in Fair Value of

Investments Classified as Available for Sale (11,708) (107,250)
Total Comprehensive Income for the Period 9,595,955 6,633,737

The annexed notes 1 to 17 form an integral part of these condensed interim financial statements.

For 786 Investments Limited
(Management Company)

-—--SD---- -—--SD---- -—--SD----
Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM STATEMENT OF MOVEMENT IN UNIT HOLDERS’ FUND (UN-AUDITED)

Net Assets at the Beginning of the Year

Issue of 2,341,093 Units (September 30, 2017: 343,323 Units)

- Capital Value (At Net Asset Value per Unit at the
Beginning of the Period

- Element of Income

Total Proceed on Issuance of Units

Redemption of 1,516,098 Units (September 30, 2017: 17,412 Units)

- Capital Value (At Net Asset Value Per Unit at the
Beginning of the Period

- Amount Paid Out of Element of Income Relating
To"Net Income for the Period after Taxation'

- Refund/Adjustment on Units as Element of Income

Total Payment on Redemption of Units

Total Comprehensive Income for the Period

Distribution During the Period

Final Distribution at the Rate of Rupee. 8.5273 per
Unit for the Year Ended 30 June 2018

Net Assets at End of the Period
Undistributed Loss Brought Forward

- Realised
- Unrealised

Accounting Income Available for Distribution
- Relating To Capital Gains
- Excluding Capital Gains

Net Income for the Period After Taxation (for Prior
Years Either Income/(Loss) and Where There is
Loss Situation in Current Year)

Distribution During the Period

Undistributed Loss Carried Forward

Undistributed Loss Carried Forward

- Realised

- Unrealised

Net Assets Value Per Unit at Beginning of the Year

Net Assets Value Per Unit at End of the Period

30 September 2018

FOR THE QUARTER ENDED 30 SEPTEMBER 2018

30 September 2017

The annexed notes 1 to 17 form an integral part of these condensed interim financial statements.

—--SD

Chief Executive Officer

Undistributed Unrealised Gain Undistributed Unrealised Gain
Capital Value Loss Total Capital Value Loss Total
on Investment on Investment
———————————— (RUPEES) rmemrmermereresmeme e (RUDEES) e
435,397,805 (101,341,693) 668,184 334,724,296 373,888482  (126,408,405) 257,250 247,737,321
186,882,186 186,882,186 27,710,000 27,710,000
1,236,355 1,236,355 -
188,118,541 188,118,541 27,710,000 27,710,000
(121,025,375) (121,025,375)| (1,411,445), (1,411,445)
- (1,932,527) (1,932,527)
(293,113 - 293,113) - -
(121,318,488) (1,932,527) (123.251,015)  (1,411,445) (1,411,445)
9,607,663 (11,708) 9,595,955 6,740,987 (107,250)| 6,633,737
(32,321,811 - (32,321,811)) - - -
(22,714,148) (11,708) (22,725,856) 6,740,987 (107,250) 6,633,737
502,197,858 (125,988,368) 656,476 376,865,966 400,187,037 (119,648,815) 150,000 280,688,222
(101,341,693) (126,408,405)
7,675,136 -
6,740,987
(32,321,811)
125,988,368 119,667,418)
88.31  B®
81.65 81.01
For 786 Investments Limited
(Management Company)
S | W SD----
Chief Financial Officer Director

(10



CONDENSED INTERIM CASH FLOW STATEMENT (UNAUDITED)
FOR THE QUARTER ENDED 30 SEPTEMBER 2018
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Quarter Ended Quarter Ended
30 September 30 September
2018 2017
Rupees Rupees
CASH FLOWS FROM OPERATING ACTIVITIES
Net Income for the Peiord before Taxation 9,607,663 6,740,987
Adjustments for Non-Cash Charges and Other Items:
Reversal of Impairment in the Value of Investments
Classified as available for sale (4,188,789) (4,188,789)
Provision for Sindh Workers' Welfare Fund 196,075 -
5,614,949 2,552,198
(Increase)/Decrease in Assets
Investments (185,585,610) (104,676,311)
Advance Income Tax (18,493) 2,821,392
Deposits (20,569) -
Receivable against Investments - -
Income and Profit Receivable 270,660 237,609
(185,354,012) (101,617,310)
Increase/(Decrease)/Increase In Liabilities
Payable to 786 Investments Limited - Management Company 78,112 52,043
Payable to MCB Financial Services Limited - Trustee (284) (1,697)
Payable to Securities and Exchange Commission of
Pakistan - Annual Fee (165,923) (117,537)
Dividend Payable 90,525 (640,599)
Accrued Expenses and Other Liabilities 205,464 (3,860,224)
207,894 (4,568,014)
Taxes Paid/Withheld By Counterparties -
Net Cash Used In From Operating Activities (179,531,169) (103,633,126)
CASH FLOWS FROM FINANCING ACTIVITIES
Dividend Paid (32,321,811) -
Receipts from Issuance of Units 188,118,541 27,710,000
Payments on Redemption of Units (123,251,015) (1,392,842)
Net Cash Generated From Financing Activities 32,545,715 26,317,158
Net Decrease in Cash and Cash Equivalents During the Period (146,985,454) (77,315,968)
Cash and Cash Equivalents at Beginning of the Year 178,611,620 228,144,962
Cash and Cash Equivalents at End of the Period 31,626,166 150,828,994

The annexed notes 1 to 17 form an integral part of these condensed interim financial statements.

For 786 Investments Limited
(Management Company)

- SD-m- —--SD-m- - SD-—-

Chief Executive Officer Chief Financial Officer Director

[11)
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1.1

1.2

1.3

1.4

1.5

1.6

2.1.2

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE QUARTER ENDED 30 SEPTEMBER 2018

LEGAL STATUS AND NATURE OF BUSINESS

Dawood Income Fund ('the Fund') was established under the Non-Banking Finance Companies (Establishment
and Regulations) Rules 2003 (the NBFC Rules). The Fund was established under a Trust Deed executed on
8 April 2003 between 786 Investments Limited as Management Company and Bank AL-Habib Limited (BAHL)
as Trustee. In June 2011, BAHL retired and MCB Financial Services Limited (MCBFSL) was appointed as the
new trustee of the Fund and the name of the Fund was also changed from "Dawood Money Market Fund" to
"Dawood Income Fund". These changes, after necessary regulatory approvals, were duly incorporated in the
Trust Deed of the Fund by way of First Supplemental Trust Deed. The registered office of the Management
Company is situated at G3, Ground floor, BRR Tower, Hassan Ali Street, |.| Chundrigar Road, Karachi, Pakistan.

Titles to the assets of the Fund are held in the name of MCBFSL as the Trustee of the Fund (except for term
finance certificate of New Allied Industries Limited as mentioned in note 7.2.1, which is a non-performing term
finance certificate hence being unable to be transferred until final settlement which is held in the name of BAHL
being the previous trustee of the Fund).

The Fund is an open-ended mutual fund and is listed on the Pakistan Stock Exchange Limited (PSX). Units are
offered for public subscription on a continuous basis. The units are transferable and can be redeemed by
surrendering them to the Fund.

The Fund is categorized as "income scheme" in accordance with Circular No. 7 of 2009 issued by the SECP.
The principal activity of the Fund is to make investment in spread transactions and debt based securities including
government securities, commercial papers and other money market instruments and placement of funds.

The Pakistan Credit Rating Agency Limited (PACRA) has assigned an asset manager rating of '"AM3' to the
Management Company and has assigned stability rating"AA-(f)" to the Fund.

The Management Company paid the dues of PSX on June 28, 2018 and fulfilled other conditions subsequently
on July 23, 2018. On fulfillment of the conditions, PSX through its notice dated August 30, 2018 announced the
shifting of name of the Management Company to Normal Counter and resumption of trading in shares of the
Management Company from September 3, 2018.

BASIS OF PREPARATION
Statement of Compliance

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

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

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

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

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

This condensed interim financial information does not include all the information and disclosures required for

full annual financial statements and should be read in conjunction with the annual audited financial statements
of the Fund for the year ended 30 June 2018.

[12]
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2.1.3 This condensed interim financial information is unaudited are being circulated to the unit holders as per the

4.2

5.1

6.1

requirement of the NBFC regulations. However, a limited scope review has been performed by the external
auditors of the fund. The Board of Directors of the Management Company declare that this condensed interim
financial information gives a true and fair view of the state of affairs of the Fund.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies and the method of computation adopted in the preparation of these condensed interim
financial information are the same as those applied in the preparation of the annual audited financial statements
of the Fund for the year ended 30 June 2018.

ESTIMATES AND JUDGMENTS

The preparation of condensed interim financial information requires management to make judgments, estimates
and assumptions that affect the application of accounting policies and the reported amounts of assets and
liabilities, income and expenses. Actual results may differ from these estimates.

In preparing this condensed interim financial information, significant judgments made by management in applying
accounting policies and the key sources of estimation uncertainty were the same as those that applied to the
annual audited financial statements as at and for the year ended 30 June 2018.

FINANCIAL RISK MANAGEMENT
The Fund's risk management objectives and policies are consistent with those objectives and policies which

were disclosed in the annual audited financial statements of the Fund as at and for the year ended 30 June
2018.

Un-Audited Audited
30 September 30 June
2018 2018
BANK BALANCES Note Rupees Rupees
Savings accounts 6.1 31,626,166 148,611,620
Term Deposit Receipts - 30,000,000
31,626,166 178,611,620

Profit rates on savings accounts range from 2.61% to 7.45% (30 June 2018: 2.61% to 7%) per annum.

Un-Audited Audited
30 September 30 June
2018 2018
Rupees Rupees
INVESTMENTS
Available for Sale
Listed Term Finance and Sukuk certificates 71 - -
Unlisted Term Finance and Sukuk certificates 7.2 61,656,476 61,668,184
Commercial Paper 7.3 40,000,000 -
. " 101,656,476 61,668,184
At Fair Value through Profit or Loss
- Held for Trading
Government Securities 7.4 249,448,499 99,674,100
351,104,975 161,342,284
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71

711

7.2

7.21

Listed Term Finance and Sukuks Certificates - Available-for-Sale

Certificates have a face value of Rupees. 5,000 each unless stated otherwise

Number of Certificates Balance as at 30 September 2018 Market Market
Valueasa  Valueasa
Investee Entities Asat1  Purchased Setled Asat 30 Cost/ Appreciaion " erceTtage  Percentage
July 2018 during during the Seotember 2018 Carrying Market Value (Diminution) of Net of Total
nd the Period u g a Value mindt Assets Investments
Note Period
Construction and Material
Dewan Cement Company
Limited* 744 30,000 - - 30,000 92,153,358 - - 0% 0%
30 September 2018 92,153,358 -

Dewan Cement Company Limited defaulted on its payments and was classified as non-performing by MUFAP.
Accordingly, the security has been fully provided in accordance with the requirements of SECP's circular No.
1 of 2009 and the Board's approved provisioning policy. The Fund has entered into a compromise agreement
with Dewan Cement Limited on 09 May 2016 whereby the remaining debt will be paid in thirty one equal quarterly
installments in arrears. The Fund has recognised reversal amounting to Rupees. 4.188 million on receipt basis.
The Fund has suspended mark-up there against.

*These TFCs certificates are non performing and are fully provided (note: 7.1.2), therefore these are not subject
to marked to market.

Unlisted Term Finance and Sukuks Certificates - Available-for-Sale

Certificates have a face value of Rupees 5,000 each unless stated otherwise

Number of Certificates Balance as at 30 September 2018 Market Market
Disposed/ Valueasa  Valueasa
Asat1 PL:‘r:E:sed Matured Asat30 Cost/Carrying Market Value Appreciation/ Percentage  Percentage
July 2018 9 duringthe  September 2018 Value (Diminution) ~ ©Of Net of Total
the Period Period Assets  Investments
Note
Rupees .

Unlisted Term Finance Certificates
Cable and Electric Goods
New Allied Industries Limited*** 721 11,523 - - 11,523 25,433,190 - - - -
Unlisted Sukuks
Cable and Electric Goods
TPL Corporation Limited * 122 5 - - 5 5,162,500 5,189,321 26,821 1.38% 1.48%
Real Estate and Development
Eden Housing Limited*** 723 2933 - - 2,933 2,887,171 - - - -
Commercial Bank
Dubai Islamic Bank Limited* 724 26 - - 26 26,486,304 26,486,304 - 7.03% 7.54%
Fertilizers
Dawood Hercules Corporation
Limited ** 725 300 - - 300 30,019,380 29,980,851 (38,529)  7.96% 8.54%
30 September 2018 89,988,545 61,656.476 11,708

*Each having face value of Rupees. 1,000,000 per certificate
**Each having face value of Rupees. 100,000 per certificate

***These TFCs certificates are non performing and are fully provided (note: 7.2.1 and 7.2.3), therefore these
are not subject to marked to market.

New Allied Electronics Industries Limited defaulted on its payment of principal and mark-up due on 25 December
2008. Consequently, the security was classified as non-performing by MUFAP on 9 January 2009 and accrual
on the same was suspended. This security has been fully provided in accordance with the provisioning circulars
of SECP and the Board's approved provisioning policy. As mentioned in note 1.1, these TFCs are held in CDC
Investor account of the previous Trustee and will only be transferred upon final settlement.

(14
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New Allied Electronics Industries Limited defaulted on its payment of principal and mark-up due on 25 December
2008. Consequently, the security was classified as non-performing by MUFAP on 9 January 2009 and accrual
on the same was suspended. This security has been fully provided in accordance with the provisioning circulars
of SECP and the Board's approved provisioning policy. As mentioned in note 1.1, these TFCs are held in CDC
Investor account of the previous Trustee and will only be transferred upon final settlement.

These sukuk certificates carry profit equal to 1 year KIBOR plus 3% receivable quarterly in arrears and will
mature in April 2021. The principal amount is redeemable in four six monthly installments of Rupees. 0.25 million
per certificate each commencing from October 2019. These sukuk certificates are secured by hypothecation
charge over the hypothecated assets of Rupees. 625 million and pledge of shares of TPL Properties Limited
in favour of the Trustee of the issuer for the benefit of the certificate holders.

Eden Housing defaulted on its payment of principal and mark-up due on 21 April 2011. Consequently, the security
was classified as non- performing by MUFAP on 06 May 2011 and accrual on the same was suspended. This
security has been provided in accordance with the provisioning circulars of SECP and the Board's approved
provisioning policy.

These Sukuk certificates carry profit equal to 6 months KIBOR plus 0.50% receivable half-yearly in arrears and
will mature in July 2027.

These sukuk certificates carry profit equal to 3 month KIBOR plus 1% receivable quarterly in arrears and will
mature in February 2023. The instrument is structured to redeem 60% of the Issue Amount during the first 4
years and remaining 40% in last two (2) equal semi-annual installments of 20% each. The instrument is secured
against pledge of shares of Engro Corporation Limited, inclusive of 50% margin, in a designated CDC account.
In the event of any sale and repurchase of security, the Trustee will have a lien over subsequent cash, which
is to be deposited in a specified bank account and further, Floating or Hypothecation charge on all present and
future assets of the Company inclusive of 25% margin Security.

Commercial Paper of K-Elelectric Ltd issue tenor is is a 6 months and carry profit equal to 6 month KIBOR plus
0.9% receivable on maturity on March 1, 2019.

Government Securities - 'At Fair Value through Profit and Loss’'- Held for Trading

Face Value Market  Market Value
Asat Market Value As  Value as a asa
ssue Date Note  Tenor :\j:l; :::::gas::: Sold/Matured 30 Sey at 30 September Percentage g
2018 Period during the Period 2018 2018 of Net Total
Assets  Investments
Rupnn:
26-Apr-18 3 Months 100,000,000 100,000,000 - - - -
19-Jul-18 741 3 Months 200,000,000 - 200,000,000 199,558,800  53.07% 56.96%
19-Jul-18 - 3 Months 100,000,000 50,000,000 50,000,000 49,889,699  13.27% 14.24%
Total as at 30 September 2018 100,000,000 300,000,000 150,000,000 250,000,000 249,448,499

This represents T-Bill purchased for a total amount of Rupees 245.68 million through a commercial bank and
is due to mature by October 11, 2018.

Movement in Provision against Debt Securities 30 September 2018
Listed Debt Unlisted Debt Total
Note Securities Securities
................... Rupees ...........cuuueee

Opening Balance 96,342,147 28,320,361 124,662,508
Less:

- Reversal against Carrying Value Matured 711 (4,188,789) - (4,188,789)
Closing Balance 92,153,358 28,320,361 120,473,719
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7.6

7.7

8.1

8.2

8.3

Details of Non-Compliant Investment with the Investment Criteria as Specified by the Securities and
Exchange Commission of Pakistan.

In accordance with Clause (v) of the investment criteria laid down for "income scheme" in Circular no. 7 of 2009
issued by SECP, the Fund is required to invest in any security having rating not lower than the investment grade
(credit rating of BBB and above). However, as at 30 September 2018, the Fund is non-compliant with the above
mentioned requirement in respect of the following investments. The securities were in compliance of the Circular
(i.e. investment grade) at the time of purchase and were subsequently downgraded to non investment grade
by Mutual Fund Association of Pakistan (MUFAP) on default by respective issuer in repayment of coupon due
on respective dates. The Fund holds 100% provision against such investment as enumerated below:

Type of Value before  Provision Made Value after P g P g
Investment Provision Provision of Net Asset of Gross Asset
Rupees
Dewan Cement Limited TFC 92,153,358 92,153,358
New Allied Electronics Industries Limited ~ TFC 25,433,190 25,433,190
Eden Housing Limited Sukuk 2,887,171 2,887,171

120,473,719 120,473,719

Un-Audited Audited
30 September 30 June
2018 2018
Unrealised Appreciation in Fair Value of Investments Note Rupees Rupees
Classified as "Available for Sale'
Fair Value of Investments 61,656,476 61,668,184
Cost of Investment (61,000,000) (61,000,000)
656,476 668,184
Net Unrealised Appreciation in the Fair Value of Investments
at the Beginning of the Period (410,934) (257,250)
245,542 410,934
PAYABLE TO 786 INVESTMENTS LIMITED
- MANAGEMENT COMPANY
On Account of:
Remuneration Payable 8.1 519,274 523,496
Sindh Sales Tax Payable 8.2 87,990 88,539
Accounting and Operations Charges 8.3 214,883 132,000
822,147 744,035

Under NBFC Regulation 61, Management Company is entitled to receive a remuneration at the rate not exceeding
1.5% of the average annual net assets value of the Fund. Management Company has charged its remuneration
at the rate of 1.5% per annum of the average annual net assets of the Fund. The fee is payable to Management
Company on monthly basis in arrears.

The Sindh Provincial Government has levied Sindh Sales Tax at the rate of 13% (30 June 2018: 13%) on the
remuneration of the Management Company through Sindh Sales Tax on Services Act, 2011.

In accordance with the provisions of the NBFC Regulations as amended vide SRO 1160(1) / 2015 dated 25
November 2015, the Management Company of the Fund is entitled to reimbursement of fees and expenses in
relation to registrar services, accounting, operation and valuation services related to the Fund upto a maximum
of 0.1% of the average annual net assets of the scheme or actual whichever is less. However, in order to keep
Total Expense Ratio (TER) within prescribed limit of 2% as disclosed in note 14, the Management Company
has charged accounting and operation charges to the extent of Rupees. 82,883.

[16)
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Un-Audited Audited
ACCRUED EXPENSES AND OTHER LIABILITIES 30 September 30 June
2018 2018
Note Rupees Rupees
Federal Excise Duty on Remuneration 1,797,106 1,797,106
Provision for Sindh Workers' Welfare Fund 9.1 2,433,857 2,237,782
Accrued Expenses 886,282 659,473
Other Liabilities 454,533 695,103
Zakat Payable and Withholding Tax 345,109 125,884
5,916,887 5,515,348

The Management Company has recognised SWWF charge for the period from 21 May 2015 to 30 September
2018, amounting to Rupees 2.433 million (30 June 2018: Rupees 2.238 million). Had the SWWF not been
provided, the NAV per unit of the Fund would have been higher by Rupee 0.53 (30 June 2018: Rupee 0.59).

Un-Audited Audited
30 September 30 June
NUMBER OF UNITS IN ISSUE 2018 2018
Numbers Numbers
Total Outstanding as of July 01 3,790,392 3,138,834
Issued During the Period 2,341,093 3,255,583
Redemption During the Period (1,516,098) (2,604,025)
Total Outstanding as of Period Ended 4,615,387 3,790,392

CONTINGENCIES AND COMMITMENTS
There were no contingencies and commitments as at 30 September 2018 (30 June 2018)
EARNINGS PER UNIT

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

TAXATION

The Fund's income is exempt from Income Tax as per clause (99) of part | of the Second Schedule to the Income
Tax Ordinance, 2001 subject to the condition that not less than 90% of the accounting income for the year as
reduced by capital gains whether realised or unrealised is distributed amongst the unit holders. Provided that
for the purpose of determining distribution of at least 90 percent of accounting income, the income distributed
through bonus units shall not be dividend. Furthermore, as per regulation 63 of the Non-Banking Finance
Companies and Notified Entities Regulation, 2008, the Fund is required to distribute 90% of the net accounting
income other than capital gains to the unit holders. The Fund is also exempt from the provision of Section 113
(minimum tax) under clause 11A of Part IV of the Second Schedule to the Income Tax Ordinance 2001.

TOTAL EXPENSE RATIO

Securities and Exchange Commission of Pakistan (SECP) vide directive no. SCD/PRDD/Direction/18/2016
dated 20 July 2016 required that Collective Investment Scheme (CIS) to disclose Total Expense Ratio (TER)
in the periodic financial statements of the Fund. TER of the Fund for the period ended 30 September 2018 is
2.47% which includes 0.48% representing government levy and SECP fee. The ratio is within the maximum limit
of 2% prescribed under the NBFC Regulation 2008 for a collective investment scheme categorised as Income
fund.

TRANSACTIONS WITH CONNECTED PERSONS/OTHER RELATED PARTIES

Related parties/connected persons of the Fund include 786 Investments Limited, being Management Company,
other collective investment schemes managed by the Management Company, MCB Financial Services Limited,
being the Trustee of the Fund, Directors and Officers of the Management Company, other associated undertakings
and unit holders holding more than 10 % units in the Fund or any of their connected person.

@
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Remuneration payable to the Management Company and the Trustee is determined in accordance with the
provisions of the NBFC Regulations 2008 and the Trust Deed respectively.

The transactions with related parties are in the normal course of business and at contracted rates and terms
determined in accordance with market rates.

Details of transactions with related parties and balances with them at the period end are as follows:

15.1 Details of the Transactions with Connected Quarter Ended Quarter Ended
Persons/Related Parties are as Follows: 30 September 30 September
2018 2017
Rupees Rupees

786 Investments Limited - Management Company

Remuneration (Including Indirect Taxes) 1,743,856 1,121,531
Accounting and Operation Charges 82,883 66,166
Issue of 405,700 Units (2017: Nil Units) 32,005,723 -
Redemption of 172,586 Units (2017: Nil Units) 14,000,000 -

MCB Financial Services Limited - Trustee

Remuneration (Including Indirect Taxes) 170,911 170,831

BRR Investment Limited - Connected Person due to
Holding More than 10%

Issue of 135,830 Units (2017: Nil Units) 9,335,625 -
Redemption of 326,117 Units (2017: 15,028 Units) 26,300,000 1,200,000

First Dawood Investment Bank Limited Employees
Contributory Provident Fund - Connected Person
due to Holding More than 10%

Issue of 37,602 Units (2017: Nil Units) 1,763,630 -

Habib Metropolitan Bank Ltd - Connected Person
due to Holding More than 10%

Issue of 491,110 Units (2017: Nil Units) 40,000,000 -

First Dawood Investment Bank Limited - Connected
Person Due to Holding More than 10%

Issue of 938,895 Units (2017: Nil Units) 75,000,000 -
Redemption of 938,895 Units (2017: Nil Units) 76,621,285 -

Directors and Executives of the Management Company
Issue of 68,480 Units (2017: Nil Units) 4,889,213 -

Other Connected Persons/Related Parties
Issue of 55,164 Units (2017: Nil Units) 5,059,451 -
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Un-Audited Audited
30 September 30 June
2018 2018
15.2 Amounts Outstanding as at Period End are as Follows: Rupees Rupees
786 Investments Limited - Management Company
Remuneration Payable (Including Indirect Taxes) 822,147 744,035
Units Held 581,501 (June 2018: 348,387) 47,482,038 30,765,592
MCB Financial Services Limited - Trustee
Remuneration Payable (Including Indirect Taxes) 55,731 56,015
BRR Investment Limited - Connected Person
Units Held 310,967 Units (June 2018: 501,249) 25,391,744 44,264,574
First Dawood Investment Bank Limited - Employees
Contributory Provident Fund - Connected Person due to
Holding More than 10%
Units Held 425,303 (June 2018: 387,701) 34,727,754 34,336,142
Habib Metropolitan Bank Ltd - Connected Person due to
Holding More than 10%
Units Held 491,110 (June 2018: NIL) 40,101,169 -
Directors and Executives of the Management Company
Units Held 694,352 (June 2018: 625,872) 56,696,729 55,269,897
Other Connected Persons/Related Parties
Units Held 349,356 Units (June 2018: 294,192 Units) 28,526,409 25,979,669

16  DATE OF AUTHORISATION FOR ISSUE

These condensed interim financial statements have been approved and authorized for the issue in the meeting
by the Board of Directors of the Management Company held on 18 October 2018.

17 GENERAL
17.1 The corresponding figures have been re-arranged wherever necessary.

17.2 Figures have been rounded off to the nearest Rupee, unless otherwise stated.

For 786 Investments Limited
(Management Company)

—--SD--—- -=--SD---- ----SD----
Chief Executive Officer Chief Financial Officer Director
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