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Vision

To make Shariah compliant investing a first choice for investors




-
W™

Mission

To establish Al Meezan as a leading and trusted brand for savings
and investments by offering innovative Shariah compliant investment
solutions through ethical conduct, value added services and optimal
returns, while protecting the interest of all stakeholders
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REPORT OF THE DIRECTORS OF THE
MANAGEMENT COMPANY OF THE FUNDS

The Board of Directors of Al Meezan Investment Management Limited is pleased to present the audited financial
statements of the following open end funds and a voluntary pension scheme for the year ended June 30, 2016.

Equity Funds
e Meezan Islamic Fund
e Al Meezan Mutual Fund
e KSE-Meezan Index Fund

Balanced Fund
e Meezan Balanced Fund

Asset Allocation Fund
e Meezan Asset Allocation Fund

Commodity Fund
e Meezan Gold Fund

Economic Review:

Economic performance of Pakistan showed marked improvement during the Fiscal Year 2015-16 (FY16), in part
due to reforms under the guidance of IMF and continued meltdown in the global oil prices that kept inflationary
pressures in check and favorably affected the country's import bill. CPI for FY16 decreased to 2.86% from 4.53%
last year.

Low inflation figures provided the State Bank enough cushion to maintain its monetary easing stance whereby the
policy rate was brought down to 5.75%, a cumulative reduction of 75bps during FY16. This continued monetary
easing has finally started to stimulate private sector credit offtake, which has increased to Rs. 331.8 bn during FY16
compared to Rs. 223 bn during last year. The government has also worked well towards achieving exchange rate
stability whereby the rupee depreciated by a mere 2.92%, while currencies in the region remained more volatile.
Although the government's measures to widen the country's tax net have been met with mixed reactions from the
business community, the imposition of 0.6% withholding tax on banking transactions for tax non-filers and the
amnesty scheme for the trading community show the seriousness of government's intentions regarding tax
collection. During the period under review, the tax revenues totaled Rs.3.1 tn, up around 20% from the previous
year, as the government managed to achieve its revenue target.

During the current fiscal year, Pakistan's import bill fell by 2.3% to USD 44.8 bn during FY16 from USD 45.8 bn in
the previous fiscal year. The lower than expected fall was mainly due to the increase in the imports of machinery.
Increase in remittances (6.4% YoY to USD 19.9 bn), lower trade deficit and continued Coalition Support Fund (CSF)
inflows to the tune of USD 713 mn played a major role in reducing current account deficit.

L The LNG deal with Qatar was finalized in February 2016, which helped in the revival of energy starved industries;
this coupled with comparatively lower oil prices provided much needed respite to the reserves and has assisted
in maintaining the exchange rate stability as well. However, the external account has continued to disappoint on

1] the exports front with goods exports falling 9% YoY even in the face of easing energy shortage and improved

~ security conditions. Non-competitiveness in the global arena remains the primary challenge that is continuing to
~ hinder exports.
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of around USD 1bn during the year, resulting in strengthening of Forex reserves to over USD 23'bn. Tl
also managed to tap into the international markets raising USD 500 mn through a Eurobond issue.

incumbent government has made several headways in keeping the economy in check; inflation has been kept: f

below the targeted 6%, 2) fiscal deficit capped at 4.45% of GDP, 3) achieved GDP growth rate of 4.7% and 4)
improving security situation. The CPEC take off also added a breath of fresh air in the economy. Pressure on external
account has been eased further on the back of low oil prices, as oil accounts for around 35% of Pakistan's total
import bill. With political stability, low interest rates and improvement in investor sentiment, private sector and
consumer credit offtake is expected to increase in the next year, which will provide further impetus to economic
growth.

Money Market Review:

During FY16, the State of Pakistan (SBP) stayed firm on its monetary easing stance whereby it slashed the Discount
Rate (DR) by another 25bps in its last bi-monthly Monetary Policy Statement (MPS) of FY16 announced in May 2016
bringing it down to a record low of 6.25% (the target policy rate to 5.75%). The overall DR cut during FY16 was
75bps as compared to 300bps cut during FY15. As per SBP, benign inflation due to low commodity prices and
country's satisfactory external account position provided sufficient cushion to continue on the monetary easing
stance. Overall, in line with this scenario, the interest rates and government paper yields in the secondary market
also underwent downward adjustments whereby the KIBORs have declined by 76-100 bps, T-bill yields fell by 105-
107 bps while PIB yields went down significantly by 187-238 bps during the period under review.

On the liquidity front, the Money Market faced a relatively tight liquidity scenario during this period, evidenced
by Rs. 66 trillion worth of OMO injections carried out by SBP coupled with Rs. 1.80 trillion worth of discounting
availed by various counters in comparison to Rs. 546 billion worth of OMO mop-ups and Rs. 486 billion worth of
floor placements. Alongside, 26 T-bill and 12 PIB auctions were conducted; cumulatively Rs. 4.6 trillion was accepted
against a participation of Rs. 8.9 trillion in T-bills and Rs. 924 billion was accepted against a participation of Rs. 2.5
trillion in PIBs during FY16.

Inflation for FY 16 clocked in at 2.86%. The declining trend in international oil and commodity prices are expected
to keep the inflation in check with SBP's forecast for FY17 in the range of 4.5% to 5.5%.

The Shariah compliant end of the money market, which has been facing an excess liquidity issue due to lack of
investment avenues, experienced some respite when the Government carried out Islamic OMOs/Bai Muajjals against
ljarah IX to XIll which matured in November 2015; these Bai Muajjals right before the maturity of these five ljarahs
saw a cumulative participation of Rs. 225 billion by Islamic banks against which the SBP accepted bids worth Rs.
209 billion for a tenor of one year and prevented the market from another major liquidity influx. Another Bai Muajjal
was conducted in March 2016 against ljarah XIV for one year just before its maturity, whereby the SBP accepted
bids worth Rs. 21.5 bn against a participation of Rs. 32 bn.
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Moreover, three fresh GoP ljarah Sukuks (one floater and two fixed rate) were also issued during FY16, the details of
which are as follows:

3 Year GoP ljarah Sukuks (GIS) (Rs. in billion)

Particulars GIS-16 GIS-17 GIS-18
Auction Date 15-Dec-15 8-Feb-16 24-Mar-16
Settlement Date 18-Dec-15 15-Feb-16 29-Mar-16
Maturity Date 18-Dec-18 15-Feb-19 29-Mar-19
Type Floater Fixed Rate Fixed Rate
Target 100.00 100.00 80.00
Total Participation 273.30 24537 198.76
Total Acceptance 117.72 116.26 80.40
Cutoff Rate 5.89% 6.10% 5.59%

On the forex front, the rupee lost value during the period as it stayed under pressure mainly due to IMF's review report
which stated that rupee is overvalued by 5%-20% and the strengthening of dollar against other currencies. In the
interbank market, it closed Rs. 3.04 lower at Rs. 104.84/$ while in the open market, it closed Rs. 2.15 lower at Rs.
105.10/$.Graphically, the overall interest rate, T-bill/PIB yields and inflation rate behaviors can be observed as under:

12% —6 Month Kibor ——12 Month T-bill —10YearPIBs —=CPI YoY
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Equity Market Review

During FY16, the KMI30 Index posted a return of 15.5% as it closed at 66,163 pts while the KSE100 Index posted a
return of 9.8% as it closed at 37,783 pts during the year. The participation in the market however remained lower
during this period with the KMI-30 index's volumes down by 11% and the KSE-100 index's volumes down by 19%.

The performance of the equity market can be attributed to i) MSCl's decision to reclassify Pakistan from frontier
markets to emerging markets, which not only is expected to attract foreign inflows of approximately 500mn to Pakistan

but will also put our equity market on the radar of the largest emerging market funds across the globe, i) 75bps cut

in the policy rate to 5.75%, during FY16 ii) healthy corporate result announcements, iii) successful issuance of a US$

500 mn Eurobond and improvement of Pakistan's international credit rating, iv) successful conclusion of IMF's reviews

with subsequent disbursement of loan tranches and v) improvement in law and order situation of the country. These
factors more than offset the impact of negative factors that kept the market dull during the first nine months of the
fiscal year such as i) weakness witnessed in regional as well as global equity markets with 25bps increase in US Fed

~ rateand slowdown in Chinese economy which led to foreign selling from Pakistan's stock market to the tune of USD
3 §59"i"hn during the first ten months, ii) multiple rumors regarding heightened vigilance by the regulator against stock
;exchange brokers, iii) declining commodity, especially oil prices, iv) concerns on Britain's vote to leave the European
on and v) heightened political noise following election tribunal's verdict and arrest of influential personalities.
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FY16 had commenced on a positive note with performance attributable to expectations of a low menthly
and consequent monetary softening, rising forex reserves and Judicial Commission's dismissal of election'rig
allegations against the government. However, slow-down in the growth momentum of Chinese economy trigger
a volatility chain over almost all international bourses as the international investors becamejittery on fears of a

economic slow-down; the same resulted in outflow of investment from Pakistan's stock market as well as from all

emerging markets. Later, an increase in the US interest rate of 25bps in Dec'15 kept the market volatile as it drove the
international investors to reallocate their investment portfolios accordingly. Subsequently another round of volatility
took its toll on the regional as well as international markets mainly due to concerns regarding slowdown in the growth
of Chinese economy clouding the global economic landscape. This coupled with declining commodity prices made
the international investors skittish in turn triggering a sell-off across almost all the markets around the globe which
led to increased volatility and affected Pakistan's Stock Market as well. Resultantly the KMI-30 posted its lowest level
of FY16 in the month of February'16 at 51,626 points (KSE 100 Index 30,564 points).

Subsequent to that the market regained its strength despite the fact that foreigners remained net sellers; a quick
recovery was witnessed on the back of decision regarding reclassification of Pakistan from MSCI Frontier to MSCI
Emerging market index, measures being taken by SECP for increasing volumes in the stock market and stabilizing oil
prices due to declining inventories, Moreover, corporate result announcements were above expectations and provided
much needed support to the market. Eventually, during the period under review, the benchmark index KMI-30 posted
its highest closing in June'16 at 67,519 points (KSE 100 Index 38,777 points).

Corporate Profitability and major contributors to the Index

During FY16, Power and Cement remained the best performing sectors. The stocks which remained the largest
contributors to the index during the period were:

Positive Contributors to the Index Contributionto  Total Return
KMI-30 (Points) (%)

HUB Power Company Ltd. 1643 452

Lucky Cement Ltd. 1272 26.8

The Searle Company Ltd. 899 129.5

Dawood Hercules Corporation Ltd. 816 48.5

Engro Corporation Ltd. 746 19.9

On the flip side, Fertilizer and Oil & Gas Exploration remained the worst performing sectors. The worst performing

stocks in KMI during the period were;

Negative Contributors to the Index Contributionto  Total Return
KMI-30 (Points) (%)

Fauiji Fertilizer Company Ltd -1607 -16.5

Pakistan State Oil Ltd -582 -0.5

Engro Fertilizers Ltd -495 -21.6

Pakistan Oilfields Ltd. -345 -09

Pakistan Telecommunications Company Ltd. -219 -18.1
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The overall movement of the KMI-30 during the period can be observed in the following graph:
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Equity Flows

Stock market witnessed outflows of USD 286 mn by foreign investors during the period under review. Highest outflow
was recorded in Banking Sector at USD 138 mn mainly due to foreign selling in HBL, UBL and MCB, followed by Oil
& Gas Exploration Sector with an outflow of USD 121 mn, Fertilizer sector with an outflow of USD 48 mn and Textile
Sector with an outflow of USD 32 mn. Inflows were witnessed in Oil and Gas marketing sector of USD 56mn, Cement
Sector USD 38 mn, Food and Personal Care USD 24 mn, and Technology and Communications USD 5 mn. NBFCs,
Individuals, Mutual Funds and other organizations remained net buyers to the tune of USD 188mn, USD 127 mn, USD
39mn and USD 40mn respectively. Companies, Brokers and Banks remained net sellers amounting to USD 84mn, USD
22mn and USD 6 mn respectively.

Among a few major stock market transactions during the year, the following were the most important: Towards the
end of the fiscal year Engro Corporation partially offloaded its stake in two of its subsidiaries - Engro Fertilizers and
Engro Foods Ltd. The company sold 295mn shares in Engro Fertilizers to investors through private placements at Rs.
65.47 per share. The total transaction value was Rs. 19.3 bn (USD 184mn) out of which Foreigners purchased
approximately 125.1mn shares which created foreign flows of USD ~78mn. For the transaction in Engro Foods, Engro
Corporation has agreed to offload 51% of its stake (1391 mn shares) in the company to Friesland Campina at Rs. 120
per share, which will create foreign flows of approximately USD 450 mn. The successful completion of these transactions
not only shows the depth of the equity market but also reflects the interest of foreign investors in Pakistan for the
longer term.

MSCI reclassification and Brexit

As part of its Annual Market Classification Review 2016, MSCI reclassified Pakistan from Frontier to Emerging markets
with a 0.19% weight in the Emerging Markets Index. The development will put Pakistan's equity market on the larger
radar as it will attract investments from Emerging Markets funds from across the globe. The MSCl Emerging Markets
Index is tracked by global funds having cumulative worth of more than USD 1.7 trillion, according to Bloomberg.
ﬂhhqut_:ih the weight of the Pakistani market is small in the Index, the size of funds tracking Emerging Markets is much
. igher than those tracking Frontier Markets and is expected to bring about foreign flows of USD 500-600 million to

A "@akistan in the coming years. After foreign outflows of USD 359 mn till April 2016, the last two months of the fiscal

ye ws of USD 78mn largely because of MSCI's reclassification decision.

ORT 2016
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majority voted for Britain's exit from the European Union which led to heigh ed co
European economies and the spillover effects. Even though equity markets initially tum
then they have more than recovered the losses,

Mutual Fund Industry Review

15.7% as of June 2016 as opposed to 14.8% last year. Similarly, Al Meezan maintained its industry leader
among the Islamic Funds with a share of 52.4% as of June 2016.
In terms of net assets, open end sovereign, money market and income funds showed a growth in size during the year
ended June 2016.The combined category showed a rise of 2.6% to reach Rs 201 bn at year end. While conventional
funds in this category rose by 1.99, Islamic funds increased by 5.7%.

Open end Equity funds {including capital protected, balanced, index tracker, and asset allocation) increased by 14.6%
to Rs. 215 bn as of June 2016 compared to Rs. 188 bn as on June 2015. Conventional funds in this category increased
by 4.4% while Islamic equity based funds showed an impressive growth of 38.1% in the period under review and
stood at Rs. 84 bn.

Commodity funds in the industry surged to Rs. 668 mn at the end of this fiscal year compared to Rs 340 mn as on
June 2015.The convincing growth of 102.3% was primarily led by Meezan Gold Fund (MGF), which launched in August
2015 and has achieved the industry leader status in less than a year.

Total pension Funds in the industry approached the Rs. 19bn mark as of June 2016, depicting a growth of 39.2% over
the past year. Islamic Pension Funds continued to impress by registering a growth of 44.5% in the review period and
crossing the Rs 11.5 bn mark as of June end.

Meezan Tahaffuz Pension Fund (MTPF) retained its 9 year lead since its inception in 2007 while witnessing further
growth in FY16 at the same time. MTPF's market share clocked in at 34.8% at the end of June 2016, as opposed to
32.9% last year. In the Islamic sphere, MTPF has consolidated its leadership by increasing its market share to 56.9%
from 55.9% last year.

In a market where several asset management companies offer both Islamic and conventional pension funds, MTPF
has continued to prove its potential by competing with other pension funds in either category as a single largest VPS
product and dominating the pension funds' universe,

PENSION FUNDS
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Performance Review (Funds)

The table provided below depicts a summary of performance of funds under our management for the year:

Open-End Equity , . 3.23

JAl Meezan Mutual Fund (AMMF)

Meezan Islamic Fund (MIF) Open-End Equity 32,554 18.80 17.40 15.53
|KSE Meezan Index Fund (KMIF) Open-End Index Tracker 882 (23.95) 13.32 15,53
Meezan Balanced Fund (MBF) Open-End Balanced 4,708 39.14 12.10 9,51
Meezan Islamic Income Fund (MIIF) Open-End Income 9,051 112.33 5.76 349
Meezan Cash Fund (MCF) Open-End Money Market 3,432 (53.96) 4.59 4.49
Meezan Sovereign Fund (MSF) Open-End Income Fund 7,945 (9.92) 512 4.49
|Meezan Asset Allocation Fund Open-Asset Allocation 460 N/A 2.76 5.01
:" Gold Fund Open-Commodity 321 N/A 10.53 15.96
[Meezan Capital Preservation Fund-II Open-end Fund of Funds 1,221 (45.00) 1124 8.89
Meezan Capital Preservation Fund-[I1*=* Open-end Fund of Funds 0 N/A (0.42) 2.82

Meezan Tahaffuz Pension Fund

- Equity sub fund i 4,099 51.16 18.07
- Debt sub fund VOlnsary EEon St 1,997 4282 449
- Money market sub fund 453 34.19 4.03

Meezan Financial Planning Fund of Funds

- Aggressive 443 24.26 13.28 11.66
- Moderate 367 14.55 11.29 10.01
- Conservative 327 37.59 871 6.70
-PlanI* Open-end Fund of Funds 1,576 (0.92) 1049 8.65
-Plan [l ** 3,035 (1.53) 6.48 5.60
-MAAF I 1,278 N/A 1167 14.92
- MAAF Ilas 925 N/A 1480 18.29
- MAAF [Il#s= 2,851 N/A 13.46 17.08
- MAAF [Vuges 532 N/A 0.74 0.44
[Total 71,321

*The Plan was launched on September 01, 2014, ** The Plan was launched on December 16, 2014, ***The Fund matured
onJanuary 28, 2016 with net Assets of Rs. 3,318 m, # The Plan was launched on July 10, 2015, ##The Plan was launched on
November 24, 2015, ### The Plan was launched on January 26, 2016, #### The Plan was launched on May 23, 2016, N/A:
Not Applicable

Outlook

The reclassification of Pakistan in the MSCI Emerging Markets category is a catalyst driving the market's performance
during the new fiscal year. While some political concerns may stay in the near term, it is pertinent to note that
continued monetary softening, low international oil prices, Pakistan's stock market being attractive among peers
on the basis of P/E multiple, strong corporate profitability, improving macroeconomic fundamentals and ongoing
development under the China Pakistan Economic Corridor are expected to keep the equities strong and performing
IL in the long run. Commodities, especially precious metals like Gold are expected to continue rising as the volatility
| in the global economic landscape is expected to keep the demand for Gold intact.

The continued foreign selling witnessed during FY16 has now turned into a net inflow since the last two months
of the fiscal year and this trend is expected to continue as Pakistan's stock market is expected to experience
conslderable foreign inflows from International Emerging Market Funds on account of its reclassification in the
erging Markers Index.

uditors
‘?e re: e#audltars M/s I{PMGTaseer Hadi & Co,, Chartered Accountants retire and being elrgtble offer themselves
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directors on recommendation of the audit committee has approved their appointment for.all the
investment schemes under management of Al Meezan for FY 2016-17.

Compliance with Code of Corporate Governance

Al Meezan Investment Management Limited always strives to maintain the highest standards of corporate
governance. In compliance with the Code of Corporate Governance, the Board of Directors declares that:

. These financial statements, prepared by the management company of the Fund, present fairly the state of
affairs of the Fund, the result of its operations, cash flows and changes in equity.
° The Fund has maintained proper books of accounts.
° Appropriate accounting policies have been consistently applied in preparation of financial statements and
accounting estimates are based on reasonable and prudent judgment.
° International Accounting Standards and International Financial Reporting Standards as applicable in Pakistan
have been followed in preparation of financial statements.
. The system of internal control is sound in design and has been effectively implemented and monitored.
° There are no significant doubts upon the Funds' ability to continue as a going concern.
e The sale and repurchase of units of the Funds carried out by the Directors, CEQ, CFO and Company Secretary
of the management company including their spouses and their minor children during the year are as under:
MIF MIIF MCF MSF MBF MGF
=
8 |E |E. |E |BL |E |EBL|E |EL|EBE |EL |E |E
E |33 32 35 |32 | 39 | 32 | 39 | 38 | 35 | 38 | 39 | 3&
5 ™ ™ ™ n.ﬁ w n.E re n.ﬁ I ILE ™ n.ﬁ
TRADES BY Og o Og Og OE Og OE Og =] Og 0. Og
8 |92 98 gz |98 9z g8 gz |9 |9z | g2 g2 | g&
Mr. Ariful lslam Chairman 23412 - -| 39193 - - - = i -
Mr. Mohammad Shoaib, CFA CEO 85397 = = - = = = = =
Mr.P. Ahmed Director : s E g : : 2 P _ : : ]
Mr. Abdullah Ahmed Director - . - - 1 : - : - - : 2
Syed Amir Al Director : . . | 30240 ; . e - ] ]
Mr. Atif Azim Director - e = = r ™ x 3 = * ~ -
Mr. Tasnimul Hag Farooqui Director 21,103 - - - - -| 29429 | 82418 - - - -
Mr. Moin M. Fudda Director s - - 5 = & 2 = o = d i
Mr. Mazhar Sharif Director - | 35800 5. 3300 = - 4352 61,400 - - - -
Syed Amir Ali Zaidi Director - -| 29215 - - s 7 =
Syed Owals Wasti CFo 5219 -| 9666 -| 20638 17468 - -| 67526 475 -
® Pattern of holding of units is given at the end of report of respective Fund.
e Financial highlights are given in the notes to the financial statements of respective Fund.
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Board Meetings

Details of Board Meetings and attendance therein is given in the notes to the financial statements of the Funds
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3 Year GoP ljarah Sukuks (GIS) (Rs. in billion)
Particulars GIS-16 GIS-17 GIS-18
Auction Date 15-Dec-15 8-Feb-16 24-Mar-16
Settlement Date 18-Dec-15 15-Feb-16 29-Mar-16
Maturity Date 18-Dec-18 15-Feb-19 29-Mar-19
Type Floater Fixed Rate Fixed Rate
Target 100.00 100.00 80.00
Total Participation 27330 24537 198.76
Total Acceptance 117.72 116.26 80.40
Cutoff Rate 5.89% 6.10% 5.59%
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Positive Contributors to the Index Contribution to

KMI-30 Points) (%)
HUB Power Company Ltd. 1643 452
Lucky Cement Ltd. 1272 26.8
The Searle Company Ltd. 899 1295
Dawood Hercules Corporation Ltd. 816 485
Engro Corporation Ltd. 746 19.9
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Negative Contributors to the Index Contributionto  Total Return
Fauji Fertilizer Company Ltd -1607 -16.5
Pakistan State Qil Ltd -582 -0.5

Engro Fertilizers Ltd -495 216
Pakistan Qilfields Ltd. -345 -09
Pakistan Telecommunications Company Ltd. -219 -18.1
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Meezan Mutual Fund (AMMF) Open-End Equity 5418 . 35.23 15.53 . 15.53

Meezan Islamic Fund (MIF) Open-End Equity 32,554 18.80 17.40 15.53
|KSE Meezan Index Fund (KMIF) Open-End Index Tracker 882 (23.95) 13.32 1553
|Mee2an Balanced Fund (MBF) Open-End Balanced 4,708 39.14 12.10 9.51
|Meezan Islamic Income Fund (MIIF) Open-End Income 9,051 112.33 576 3.49

Meezan Cash Fund (MCF) Open-End Money Market 3,432 (53.96) 4.59 449

Meezan Sovereign Fund (MSF) Open-End Income Fund 7,945 (9.92) 512 4.49

Meezan Asset Allocation Fund Open-Asset Allocation 460 N/A 2.76 5.01

Meezan Gold Fund Open-Commodity 321 N/A 10.53 1596

Meezan Capital Preservation Fund-II Open-end Fund of Funds 1,221 (45.00) 11.24 8.89

Meezan Capital Preservation Fund-1[1*** Open-end Fund of Funds 0 N/A (0.42) 2.82

Meezan Tahaffuz Pension Fund

- Equity sub fund " 4,099 5116 18.07

- Debt sub fund ittty R sl o 1,997 4282 449
- Money market sub fund 453 3419 4.03

M Fi ial Planning Fund of Funds

- Aggressive 443 24.26 13.28 11.66
- Moderate 367 1455 11.29 10.01

- Conservative 327 3759 871 6.70
-Plan* Open-end Fund of Funds 1,576 (0.92) 10.49 8.65

-Plan [T ** 3,035 (1.53) 6.48 5.60
- MAAF In 1,278 N/A 11.67 14.92

- MAAF llsan 925 N/A 14.80 18.29
- MAAF [lsss 2,851 N/A 1346 17.08

- MAAF [Vuass 532 N/A 0.74 0.44
[ Total 71,321

*The Plan was launched on September 01, 2014, ** The Plan was launched on December 16, 2014, ***The Fund matured
onJanuary 28, 2016 with net Assets of Rs. 3,318 m, # The Plan was launched on July 10, 2015, ##The Plan was launched on
November 24, 2015, ### The Plan was launched on January 26, 2016, #### The Plan was launched on May 23, 2016, N/A:
Not Applicable

(Outlooks)= 5/
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Mr.P. Ahmed Director :
Mr. Abdullah Ahmed Director - -
Syed Amir Al Director - - - -| 30249
Mr. Atif Azim Director - - -
Mr. Tasnimul Haq Farooqui Director 21,103 - - - - -| 29420 | a8
Mr. Moin M. Fudda Director - - -
Mr. Mazhar Sharif Director -] 35800 -] 3300 - -| w3521 | 61400
Syed Arir Al Zaidi Director - -| 29215 - : - . : . .
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Meezan Islamic Fund

Meezan Islamic Fund (MIF) seeks to optimize total investor returns by
participating in Shariah Compliant equities which focus on both capital

gains and dividend income.
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FUND INFORMATION

MANAGEMENT COMPANY

Al Meezan Investment Management Limited
Ground Floor, Block “B*, Finance & Trade Centre,
Shahrah-e-Faisal, Karachi 74400, Pakistan.
Phone: (9221) 35630722-6, 111-MEEZAN

Fax: (9221) 35676143, 35630808

Website: www.almeezangroup.com

E-mail: info@almeezangroup.com

BOARD OF DIRECTORS OF THE MANAGEMENT COMPANY

Mr. Ariful Islam Non-Executive
Mr. P. Ahmed Independent
Mr. Abdullah Ahmed Muhammad Non-Executive
Syed Amir Ali Non-Executive
Mr. Atif Azim Independent
Mr. Tasnimul Haa;arooqui Non-Executive
Mr. Moin M. Fud Independent
Mr. Mazhar Sharif Non-Executive
Syed Amir Ali Zaidi Non-Executive
Mr. Mohammad Shoaib, CFA Chief Executive

CFO & COMPANY SECRETARY OF THE MANAGEMENT COMPANY
Syed Owais Wasti

AUDIT COMMITTEE
Mr. P. Ahmed

Mr. Mazhar Sharif
Syed Amir Ali

HUMAN RESOURCES & REMUNERATION COMMITTEE
Mr. Ariful Islam

Mr. Tasnimul Haq Farooqui

Mr. Mazhar Sharif

Mr. Mohammad Shoaib, CFA

TRUSTEE
Central Depository Company of Pakistan Limited
CDC House, 99-B, Block B, 8.M.C.H.S., Main Sharah-e-Faisal, Karachi.

AUDITORS

KPMG Taseer Hadi & Co.

Chartered Accountants

Sheikh SultanTrust Building No.2, Beaumount Road, Karachi - 75530.

SHARIAH ADVISER
Meezan Bank Limited

BANKERS TO THE FUND

Allied Bank Limited

Al Baraka Islamic Bank B.S.C (E.C)
Askari Bank Limited - Islamic Bankin
Bank Al Habib Limited - Islamic Banking
Bank Alfalah Limited

Bankislami Pakistan Limited

Burj Bank Limited

Dubai Islamic Bank Pakistan Limited
Faysal Bank Limited - Islamic Banking

LEGAL ADVISER

Bawaney & Partners

3rd & 4th Floor, 68-C, Lane-13, Bokhari Commercial Area,
Phase VI, DHA, Karachi.

Phone: (9221) 35156191-94 Fax: (9221) 35156195
E-mail: bawaney@cyber.net.pk

TRANSFER AGENT
A Bank Limited

ue, SITE, Karachi.
8 Fax: 36406017
.meezanbank.com

Chairman

Chairman
Member
Member

Chairman
Member
Member
Member

Habib Bank Limited - Islamic Bankin

Habib Metropolitan Bank Limited - Is?amic Banking
MCB Bank Limited

Meezan Bank Limited

National Bank of Pakistan - Islamic Banking
Samba Bank Limited

Sindh Bank Limited

UBL Ameen - Islamic Banking
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REPORT OF THE FUND MANAGER 3
FOR THE YEAR ENDED JUNE 30, 2016

Meezan Islamic Fund (MIF) is an open end equity fund investing in Shariah compliant li

The objective of MIF is to provide optimum returns to the investors from investment in Sha‘riah-"'@
for the given level of risk, while abiding by all applicable rules and regulations. Total return refers to
from capital gains (realized and unrealized), dividend income and otherincome from Shariah Compliant inves

Strategy, Investment Policy and Asset Allocation

The performance of MIF is linked directly to the performance of equity market. The fund manager, Al Meezan
Investment Management Limited, actively manages the fund with an aim to provide maximum risk adjusted total
return to the investors. To control risk, the exposure in growth stocks is balanced against that of high dividend
stocks. Moreover, the fund manager strives to reduce equity exposure in times when the market is trading above
valuations while increasing equity exposures near troughs.

During the year, the fund increased its equity exposure to as high as 100% in line with the market trend. However,
it maintained an average exposure of 97% to equities during the year, while closing the year at 94%. The fund
maintained heavy exposure to the Cement sector taking into consideration the profitability of this sector while it
increased exposure in Fertilizer and Power sectors. However, exposure in Qil and Automobile sectors was reduced
due to weak outlook.

Sector Allocation for the year ended FY15 and FY16

mjun-16

30% - Jun-15
23'6%21.4%
20% 20.2%
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10.5% L7 s 9 10.7%
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Top Equity Holdings (%)

Packages Ltd.

The Hub Power Co. Ltd.
Engro Corporation

Lucky Cement

Pakistan State Oil Co. Ltd.
Mari Petroleum Ltd.
Engro Fertilizer Ltd.
Honda Atlas Cars

Fauji Cement Co. Ltd.

Searle Co. Ltd.

Performance Review

During fiscal year 2016, Meezan Islamic Fund (MIF) provided a return of 17.40% to its investors while KSE Meezan
Index (KMl 30) appreciated by 15.53% to close at 66,163 pts.

MIF posted a total income of Rs. 5,329 million in the fiscal year 2016 as compared to Rs. 3,920 million last year. Total
income comprised of unrealized gain on investments of Rs. 3,398 million and dividend income of Rs. 1,311 million
while profit on saving accounts with banks amounted to Rs. 69 million. After accounting for expenses of Rs. 875
million and an element of income and capital gains included in prices of units issued and less those in units
redeemed of Rs. 383 million, the Fund posted a net profit of Rs. 4,836 million. The net assets of the Fund as at June
30, 2016 were Rs. 32,554 million as compared to Rs. 27,403 million at the end of year depicting a rise of 19%. The
net asset value per unit as at June 30, 2016 was Rs. 66.21 as compared to Rs.61.11 per unit as on June 30, 2015.

MIF KMI-30
Net Asset Value (NAV) as on June 30, 2015 -Rs. 61.11 57,271
Net Asset Value (NAV) as on June 30, 2016 -Rs. 66.21 66,163
Return During the Period (Dividend adjusted) 17.40% 15.53%
180
170 .
| ~—Benchma " h )
- MIF Benchmark P W

140 \.*“- o _/x,_.r“"\' /\r-s—l'\\'.' _/\'\ f P>

Relative Performamance
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H‘eﬂhe |ncome earned by setting aside an amount payable by the Management Company out of the
“harit. bIEIweIfare organizations, in consultation with Sharlah Advisor, representmg income
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Distributions

The interim distribution in the form of cash dividend by the Fund during the fiscal year ended June 30, 2016 was Rs. ..
2.95 per unit (5.90%). Total distribution made by the fund was Rs. 1,291 million.

Proxy Voting for Kohat Cement Company Limited

Al Meezan Investment Management Limited participation in the Extra Ordinary General Meeting of Kohat Cement
Company Limited held on 27th June 2016 at its registered office in Kohat Cement Factory, Rawalpindi Road, Kohat.

The following are the disclosure of Proxy Voting:

Proxy Resolution Election of Directors for Kohat Cement Company Limited

Fund MEEZAN ISLAMIC FUND

Shares Held 3,085,500

Date of Proxy 27th June 2016 (Monday)

Result of Proxy Vote | The Investment Committee of Al Meezan Investments Management Limited

has decided to execute the proxy form in favor of the following participants:
e Mr. Aizaz Sheikh (Chief Executive, Director, Kohat Cement Company Ltd)

e Mr.Rahman Sheikh s/o Aizaz Sheikh (Director, Kohat Cement Company Ltd)

Summary of Actual Proxy Voted by Al Meezan Investment Management Limited

Si Resolution For Against Abstain

1. Election of Directors 5 0 0

Proxy Voting Policy of the Fund is available on the website of Al Meezan Investment Management Limited (Al Meezan)
and detailed information regarding actual proxies voted by the Al Meezan in respect of the Fund is also available
without charge, upon request, to all unit holders

Fund Ranking

JCR-VIS Credit Rating Company has assigned the fund a weighted average performance rating of 'MFR 3-Star' for one
year, 'MFR 4-Star' for three years and 'MFR 3-Star' for five years.

Breakdown of unit holdings by size:

(As on June 30, 2016)

Range (Units) No. of Investors
1-9,999 9,286
10,000 - 49,999 3,305
50,000 - 99,999 516
100,000 - 499,999 339
500,000 and above 86

Total 13,532
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Meezan Bank

The Premier Islamic Bank
P e

Report of the Shari’ah Advisor -Meezan Islamic Fund

August 3, 2016/ Shawwal 28, 1437

In the capacity of Shari'ah Advisor, we have prescribed six criteria for Shari’ah compliance of
equity investments which relate to (i) Nature of business, (ii) Interest bearing debt to total assets,
(iii) Investment in non-Shari’ah compliant activities to Total assets (iv) Shari’ah Non Compliant
Income to Gross Revenue (v) Illiquid assets to total assets, and (vi) Net liquid assets per share vs.
share price.

It is the responsibility of the management company of the fund to establish and maintain a
system of internal controls to ensure Shari'ah compliance in line with the Sharah guidelines. Our
responsibility is to express an opinion, based on our review, to the extent where such compliance
can be objectively verified A review is limited primarily to inquiries of the management
company’s personnel and review of various documents prepared by the management company
to comply with the prescribed criteria.

i We have reviewed and approved the modes of investments of MIF in light of
Shari’ab requirements. Following is the list of the top investments of MIF as on June
30, 2016 and their evaluation according to the screening criteria established by us.
(December 31, 2015 accounts of the Tnvestee companies have been used for the

following calculations):
(D) (ii)** (iii) (iv) v) (vi)
N = NO“" Hliquid Net Liquid Assets vs.
Debt to o ompligit Assets to Share Price (B>A)
Company Nature of C I to r
5 Assets 3 Total
Name Business Investments Gross P
(<37%) o Assets Net Liquid
(<33%) Revenue Share
<5%) (=25%) Assets per Price (B)
R Share (A)
Engro
Corporation Fertilizer 28% T 1.05% T9% -131.58 333.55
Lid
| Lucky Cement | Cement 10% 3% 1.85% 3% -30,12 649.4
Paper and
Packages Lid | Board 10% 6% 0.20% 91% -95.02 635.88
Power
. Hub Power Generation o
‘-." Co Ltd it 29% 0% 0.15% 43% =25 120.43
. Distribution
Oil and Gas
Marketing 0% 0% 1.50% T4% -40.376 376.63
= 3
Page 1 of 2

/ B Meezan Bank Ltd.
‘Meezan House. C-25_ Estate Avenne SITE Karachi - Pakictan
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(i) (i) ** (iv) v)
Faojs Cement | ¢ement 20% 5% 097% 85% 549
Co. Ld
TheiedeCn | Phasdcaut 20% 0% 0.08% 46% 12.55
Lid ical
Honda Atlas Auromohile i & s :
Cars i 0% 4% 0.46% G60% -11.6
Engro " | 0, o, 0, 0,
Barilisas Led Fernlizer 28% 11% 1.23% 83% -34.58 64.62 .
Mazi Oil & Gas y |
i Exploration 21% 0% 045% 4% 11095 9135 |
Petroleum Lid :
Companies
* These rauos are for the caleulation of non-Shun'sh Complant Element i the busmess and are not relevant for Islamic Banks &
Islamic Financial Institutions.
> All nterest based debis.

ii. On the basis of information provided by the management, all operations of MIF for
the year ended June 30, 2016 have been in compliance with the Shari'ab principles.

In light of the above, we hereby certify that all the provisions of the Scheme and investments
made on account of MIF under management of Al Meezan Investment Management Limited (Al
Meezan) are Shari‘ah compliant and in accordance with the criteria established by us.

During the year a provision of Rupees 16.2 million was created and an amount of Rupees 12.05
million was disbursed as charity. The amount of Rupees 26.06 million was available for
disbursement as of June 30, 2016.

May Allah bless us with best Tawfeeq to accomplish His cherished tasks, make us successful in
this world and in the Hereafter, and forgive our mistakes.

Dr. Muhammad Imran Ashraf Usmani
For and on behalf of Meezan Bank Limited
Shariah Advisor
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CENTRAL DEPOSITORY COMPANY
OF PAKISTAN LIMITED

Head Office:

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

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

Fax: (92-21) 34326020 - 23

URL: www.cdecpakistan com
Email: info@cdcpak.com
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TRUSTEE REPORT TO THE UNIT HOLDERS
MEEZAN ISLAMIC FUND

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

We. Central Depository Company of Pakistan Limited, being the Trustee of Meezan Islamic
Fund (the Fund) are of the opinion that Al Meezan Investment Management Limited being the
Management Company of the Fund has in all material respects managed the Fund during the
year ended June 30, 2016 in accordance with the provisions of the following:

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

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

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

/

anif Jakhura

¢ Officer

ory Company of Pakistan Limited

Karachi, September 9, 2016




STATEMENT OF COMPLIANCE WITH THE C
OF CORPORATE GOVERNANCE

FOR THE YEAR ENDED JUNE 30, 2016

This statement is being presented to comply with the Code of Corporate Governance (CCG) contained in Regulation No.5. 19230
Rule Book of Pakistan Stock Exchange Limited (Formerly Karachi Stock Exchange Limited) for the purpose of establishinga frarnework
of good governance, whereby a listed company is managed in compliance with the best practices of Corporate Governance.

The Management Company has applied the principles contained in the CCG in the following manner:

1.  The Management Company encourages representation of independent non-executive directors. At present the board
includes:

Category Names

Independent Directors Mr. P. Ahmed,

Mr. Atif Azim

Mr. Moin M. Fudda

Executive Director Mohammad Shoaib, CFA - CEO
Non- Executive Directors Mr. Ariful Islam

Mr, Abdullah Ahmed Muhammad
Syed Amir Al

Mr. Tasnimul Haq Farooqui

Mr. Mazhar Sharif

Syed Amir Ali Zaidi

The independent directors meets the criteria of independence under clause 5.19.1.(b) of the CCG.

2.  Thedirectors have confirmed that none of them is serving as a director on more than seven listed companies, including the
Management Company (excluding the listed subsidiaries of listed holding companies where applicable).

3. All the resident directors of the Management Company are registered as taxpayers and none of them has defaulted in
payment of any loan to a banking company, a DFI or an NBFI or, being a member of a stock exchange, has been declared
as a defaulter by the stock exchange.

4. During the year, no casual vacancy occurred on the Board of the Management Company.

5.  The Management Company has prepared a "Code of conduct" and has ensured that appropriate steps have been taken to
disseminate it throughout the company along with its supporting policies and procedures.

6.  Theboard has developed a vision / mission statement, overall corporate strategy and significant policies of the Management
Company. A complete record of particulars of significant policies along with the dates on which they were approved or
amended has been maintained,

7. Allthe powers of the board have been duly exercised and decisions on material transactions, including appointment and
determination of remuneration and terms and conditions of employment of the CEO have been taken by the board.

8.  The meetings of the board were presided over by the Chairman, and the board met at least once in every quarter. Written
notices of the board meetings, along with agenda and working papers, were circulated at least seven days before the -
meetings. The minutes of the meetings were appropriately recorded and circulated.

2

9.  Two members of the Board of Director of the Management Company are exempt from the requirements of the Dlrectolﬁ _,Jl:'f
Training Program as per the proviso to clause 5.19.7 of the CCG, whilst the three Board members have completed their
Directors' certification programs from institutes meeting the criteria specified by the Securities & Exchange Comisslong

Pakistan.
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10.

1.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

The board has approved appointment of CFO, Company Secretary and Head of Internal Audit, including their remuneration
and terms and conditions of employment.

The Directors' report for this year has been prepared in compliance with the requirements of the CCG and fully describes
the salient matters required to be disclosed.

The financial statements of the Fund were duly endorsed by CEO and CFO of the Management Company before approval
of the board.

The directors, CEO and executives do not hold any interest in the units of the Fund other than that disclosed in the pattern
of unit holding.

The Management Company has complied with all the corporate and financial reporting requirements of the CCG.

The board has formed an Audit Committee. It comprises of three members, two members are non-executive directors and
the chairman of the committee is an independent director.

The meetings of the audit committee were held at least once every quarter prior to approval of interim and final results of
the Fund and as required by the CCG. The terms of reference of the committee have been formed and advised to the
committee for compliance.

The board has formed a Human Resources and Remuneration Committee. It comprises of four members including CEO. All
the other members, including chairman of the committee, are non-executive directors.

The board has set up an effective internal audit function.

The statutory auditors of the Fund have confirmed that they have been given a satisfactory rating under the quality control
review program of the ICAP, that they or any of the partners of the firm, their spouses and minor children do not hold shares
of the Management Company / units of the Fund and that the firm and all its partners are in compliance with International
Federation of Accountants (IFAC) guidelines on code of ethics as adopted by the ICAP.

The statutory auditors or the persons associated with them have not been appointed to provide other services except in
accordance with the listing regulations and the auditors have confirmed that they have observed IFAC guidelines in this

regard.

The 'closed period, prior to the announcement of interim / final results, and business decisions, which may materially affect
the NAV of Fund's units, was determined and intimated to directors, employees and stock exchange(s).

Material / price sensitive information has been disseminated among all market participants at once through stock exchange(s).

We confirm that all other material principles enshrined in the CCG have been complied with.

it

Moh’immad Shoaib, CFA

Chief Executive
ated: August 31,2016

T
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KPMG Taseer Hadi & Co. Telephone +92(21)

Chartered Accountants Fax +92(21) 3
Sheikh Sultan Trust Building No. 2 Internet wwvm;\ﬁfn‘g

Beaumont Road i
Karachi, 75530 Pakistan 2

Review Report to the Unitholders of Meezan Islamic Fund (“the Fund”) on Statement of .
Compliance with Best Practices of Code of Corporate Governance

We have reviewed the enclosed Statement of Compliance with the best practices contained in
the Code of Corporate Governance (*“the Code™) prepared by the Board of Directors of Al
Meezan Investment Management Limited (“Management Company™) of the Fund for the year
ended 30 June 2016 to comply with the requirements contained in Clause No. 5.19 of Rule Book . ﬂ
of the Pakistan Stock Exchange Limited (formerly Listing Regulation No. 35 of Karachi Stock |
Exchange Limited) where the Fund is listed. i

The responsibility for compliance with the Code is that of the Board of Directors of the
Management Company of the Fund. Our responsibility is to review, to the extent where such
compliance can be objectively verified, whether the Statement of Compliance reflects the status
of the Fund’s compliance with the provisions of the Code and report if it does not and to
highlight any non-compliance with the requirements of the Code. A review is limited primarily
to inquiries of the Management Company’s personnel and review of various documents prepared
by the Management Company to comply with the Code.

As part of our audit of financial statements, we are required to obtain an understanding of the
accounting and internal control systems sufficient to plan the audit and develop an effective audit
approach. We are not required to consider whether the Board of Directors’ statement on internal
control covers all risks and controls or to form an opinion on the effectiveness of such internal
controls, the Fund’s corporate governance procedures and risks.

The Code requires the Management Company of the Fund to place before the Audit Committee,
and upon recommendation of the Audit Committee, place before the Board of Directors for their
review and approval of its related party transactions distinguishing between transactions carried
out on terms equivalent to those that prevail in arm’s length transactions and transactions which
are not executed at arm’s length price and recording proper justification for using such alternate
pricing mechanism. We are only required and have ensured compliance of this requirement to the
extent of the approval of the related party transactions by the Board of Directors upon
recommendation of the Audit Committee. We have not carried out any procedures to determine
whether the related party transactions were undertaken at arm’s length price or not.

Based on our review, nothing has come to our attention which causes us to believe that the
Statement of Compliance does not appropriately reflect the Fund’s compliance, in all material
respects, with the best practices contained in the Code as applicable to the Fund for the year
ended 30 June 2016.

Keml ovces Hbediil,
Date: 3 1 Aub LUi0 KPMG Taseer Hadi & Co.
.Chartered Accountants

Karachi

KPMG Taseer Hadl & Co., a Partnership firm registered in Pakistan
and a member firm of the KPMG network of indepandent member '~._'Ji
firms affiliated with KPMG International Caoperative b
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KPMG Taseer Hadi & Co. Telephone + 92 {21) 3568 5847
Chartered Accountants Fax +82 (21) 3568 5095
Sheikh Sultan Trust Building No. 2 Internet www.kpmg.com.pk

Beaumont Road
Karachi, 75530 Pakistan

Independent Auditors’ Report to the Unitholders
Report on the Financial Statements

We have audited the accompanying financial statements of Meezan Islamic Fund (“the Fund”),
which comprise the statement of assets and liabilities as at 30 June 2016, and the related income
statement and statement of comprehensive income, distribution statement, cash flow statement,
statement of movement in unitholders’ fund for the year then ended, and a summary of
significant accounting policies and other explanatory notes.

Management's responsibility for the financial statements

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

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards as applicable in Pakistan. Those
standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our judgment,
including the assessment of the risks of material misstatement of the financial statements,
whether due to fraud or error. In making those risk assessments, we considers internal control
relevant to the Fund’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Fund’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

;.\ In our opinion, the financial statements give a true and fair view of the state of the Fund’s affairs
: as at 30 June 2016, and of its financial performance, cash flows and transactions for the year
then ended in accordance with approved accounting standards as applicable in Pakistan.

KPMG Taseer Hadl & Ca. & Partnership firm registered in Pakistan
and a memper firm of the KPMG network of independent mambar
lirms affiliated with KPMG Intemational Cooperalive

[KPMG International”), a Swiss anlily,
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eelsc,

Report on Other Legal and Regulatory Requirements
In our opinion, the financial statements have been prepared in accordance with the re

provisions of the Non-Banking Finance Companies (Establishment and Regulation Rules, 200
and Non-Banking Finance Companies and Notified Entities Regulations, 2008. i

EMC, orees AL,

Date: 31 AUG b KPMG Taseer Hadi & Co.
Chartered Accountants
Karachi Amyn Malik
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STATEMENT OF ASSETS AND LIABILITIES

AS AT JUNE 30, 2016
2016 2015

Note (Rupees in '000)
Assets
Balances with banks 4 1,928,938 1,436,341
Investments 5 30,554,409 26,982,856
Receivable on issuance and conversion of units 1,309,796 462,040
Receivable against sale of investments (net) - 268,775
Dividend receivable 48,558 67,461
Deposits, prepayments and other receivables 6 13,674 26,256
Total assets 33,855,375 29,243,729
Liabilities
Payable to Al Meezan Investment Management Limited (Al Meezan)

- Management Company 7 327,962 205,037
Payable to Central Depository Company of Pakistan Limited (CDC)

- Trustee 8 2,949 2,409
Payable to Meezan Bank Limited (MBL) 1,913 1,109
Payable to Securities and Exchange Commission of Pakistan (SECP) 9 26,541 21,037
Payable on redemption and conversion of units 111,869 1,400,139
Payable against purchase of investments (net) 529,926 -
Accrued expenses and other liabilities 10 299,809 211,281
Total liabilities 1,300,969 1,841,012
Net assets 32,554,406 27,402,717
Contingencies and commitments 11
Unitholders’ fund (as per statement attached) 32,554,406 27,402,717

(Number of units)
Number of units in issue 13 491,662,544 448,391,488
(Rupees)
Net assets value per unit 66.21 61.11
The annexed notes 1 to 25 form an integral part of these financial statements.

For Al Meezan Investment Management Limited
(Management Company)

)

7

Mazhar\Sharif
Director
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INCOME STATEMENT AND
STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED JUNE 30, 2016
2016 :
Note (Rupeesin'000)
Income
Dividend income 1,311,427 986,583
Profit on saving accounts with banks 69,289 108,627
Net realised gain / (loss) on sale of investments 595,659 (10,982)
Other Income - 35813
1,976,375 1,120,041

Unrealised appreciation on re-measurement of investments

- 'at fair value through profit or loss' (net) 5.1.1&5.1.5.1 3,398,433 2,863,676
Impairment loss on 'available for sale' investments 5323 (46,273) (63,864)

3,352,160 2,799,812

Totalincome 5,328,535 3,919,853
Expenses
Remuneration to Al Meezan Investment Management Limited

(Al Meezan) - Management Company 7.1 558,765 442 878
Sindh Sales Tax and Federal Excise Duty on Management Fee 72873 180,145 147,921
Allocated expense 74 15,183 -
Remuneration to Central Depository Company of Pakistan

Limited (CDC) - Trustee 8 28,938 23,144
Sindh Sales Tax on Trustee Fee 81 4,052 =
Annual fee to Securities and Exchange Commission of Pakistan (SECP) 9 26,541 21,037
Auditors' remuneration 14 699 547
Charity expense 16,219 16,033
Fees and subscription 1,669 40
Legal and professional charges a7 210
Brokerage expense 36,781 34,594
Bank and settlement charges 3,824 9,921
Provision for Workers' Welfare Fund (WWF) 12 - 79,158
Printing expenses 2,091 150
Total expenses 875,324 775,633
Net income from operating activities 4,453,211 3,144,220
Element of income and capital gains included

in prices of units issued less those in units redeemed (net) 382,924 734,521
Net income for the year before taxation 4,836,135 3,878,741
Taxation 19 - -
Net income for the year after taxation 4,836,135 3,878,741
Other comprehensive income for the year
Items that can be reclassified to income statements in subsequent periods
Unrealised (diminution) / appreciation on re-measurement of

investments classified as 'available for sale' (net) 522 (10,559) 765,465
Total comprehensive income for the year 4,825,576 4,644,206
The annexed notes 1 to 25 form an integral part of these financial statements.

For Al Meezan Investment Management Limited & '
(Management Company)

Mohammad Shoaib, CFA

Chief Executive
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DISTRIBUTION STATEMENT

FOR THE YEAR ENDED JUNE 30, 2016

Undistributed income brought forward
- Realised
- Unrealised

Final distribution for the year ended June 30, 2015

- cash dividend @ 4.4% i.e. Rs 2.20 per unit (2014: nil)
Interim distribution for the year ended June 30,2016

- cash dividend @ 5.9% i.e. Rs 2.95 per unit (2015: nil)
Total Distribution

Net income for the year

Element of income and capital gains included in prices of
units issued less those in units redeemed pertaining to
‘available for sale' investments (net)

Undistributed income carried forward

Undistributed income carried forward

- Realised
- Unrealised

The annexed notes 1 to 25 form an integral part of these financial statements.

For Al Meezan Investment Management Limited
(Management Company)

2016 2015
(Rupees in '000)
2,421,038 89,236
2,863,676 1,085,071
5,284,714 1,174,307
(986,461) 5
(1,291,006) -
(2,277,467) =
4,836,135 3,878,741

54,481 231,666
7,897,863 5,284,714
4,499,430 2,421,038
3,398,433 2,863,676
7,897,863 5,284,714

v,
Mazhar\Sharif
Director

by




STATEMENT OF MOVEMENT IN UNITHOLDE
FOR THE YEAR ENDED JUNE 30, 2016 .

2016
(Rupeesin'000)
Net assets at beginning of the year 27,402,717 16,621,765
Issue of 362,746,152 units (2015: 414,254,425 units) 22,669,705 22,869,873
Issue of 31,896,016 units for reinvestment of cash dividend (2015: nil) 2,052,818 - < !
Redemption of 351,371,112 units (2015: 296,717,272 units) (21,736,019) | | (15,998,606) Y |

2,986,504 6,871,267

Element of income and capital gains included in

prices of units issued less those in units redeemed (net) (382,924) (734,521)
Net realised gain / (loss) on sale of investments 595,659 (10,982)
Unrealised appreciation on re-measurement of investments (net) 3,341,601 3,565,277
Net other income for the year 888,316 1,089,911
Total comprehensive income for the year 4,825,576 4,644,206
Final distribution for the year ended June 30, 2015
- Cash distribution (986,461) -
Interim distribution for the year ended June 30, 2016
- Cash distribution (1,291,006) -
Total Distribution (2,277,467) -
Net income for the year less distribution 2,548,109 4,644,206
Net assets at end of the year 32,554,406 27,402,717

(Rupees)
Net assets value per unit at beginning of the year 61.11 50.24
Net assets value per unit at end of the year 66.21 61.11

The annexed notes 1 to 25 form an integral part of these financial statements.

For Al Meezan Investment Management Limited

(Management Company)

Mohammad Shoaib, CFA
Chief Executive
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CASH FLOW STATEMENT

FOR THE YEAR ENDED JUNE 30, 2016

CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the year before taxation

Adjustments for:

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

Impairment loss on "available for sale' investments

Element of income and capital gains included
in prices of units issued less those in units redeemed (net)

(Increase) / Decrease in assets

Investments (net)

Receivable against sale of investments (net)
Dividend receivable

Deposits, prepayments and other receivables

Increase / (Decrease) in liabilities

Payable to Al Meezan Investment Management Limited
- Management Company

Payable to Central Depository Company of Pakistan Limited
-Trustee

Payable to Meezan Bank Limited

Payable to Securities and Exchange Commission of Pakistan

Payable against purchase of investments (net)

Accrued expenses and other liabilities

Net cash generated from / (used in) operating activities

CASH FLOWS FROM FINANCING ACTIVITIES

Receipts against issuances and conversion of units
Dividend paid

Payment against redemption and conversion of units

Net cash (used in) / generated from financing activities

Net increase / (decrease) in cash and cash equivalents during the year
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year

ad 'Shuai_l_)_, CFA

Note

5.1.1&5.1.5.1
523

The annexed notes 1 to 25 form an integral part of these financial statements.

For Al Meezan Investment Management Limited
(Management Company)

2016

2015

(Rupees in'000)

4,836,135 3,878,741
(3,398,433)| | (2863,676)
46,273 63,864
(382,924) (734,521)
(3,735,084)  (3534333)
(229,952)| | (8,119,683
268,775 (268,775)
18,903 (52,207)
12,582 1,079
70,308 (8,439,586)
122,925 122,605
540 1,004
804 (1,695)
5,504 9,474
529,926 (178,972)
88,528 91,015
748,227 43,431
1,919,586 (8,051,747)
23,874,767 | | 22,407,833
(2,277,467) 2
(23,024,289)| | (14.618,695)
(1,426,989) 7,789,138
492,597 (262,609)
1,436,341 1,698,950
1,928,938 1,436,341

Mazha

¥

harif

Director




NOTES TO THE FINANCIAL STATEMENTS \
FOR THE YEAR ENDED JUNE 30, 2016

1. LEGAL STATUS AND NATURE OF BUSINESS

1.1 Meezan Islamic Fund (the Fund) was established under a Trust Deed executed between Al Meezan Investment’
Management Limited (Al Meezan) as Management Company and Central Depository Company of Pakistan
Limited (CDC) as Trustee. The Trust Deed was executed on June 16, 2003 and was approved by the Securities
and Exchange Commission of Pakistan (SECP) on June 4, 2003 under the Non-Banking Finance Companies
(Establishment and Regulation) Rules, 2003 (NBFC Rules) and the Non-Banking Finance Companies and
Notified Entities Regulations, 2008 (NBFC Regulations, 2008). The Management Company has been licensed
by the Securities and Exchange Commission of Pakistan (SECP) to act as an Asset Management Company
under the Non-Banking Finance Companies (Establishment and Regulations) Rules, 2003 (the NBFC Rules)
through a certificate of registration issued by the SECP. The registered office of the Management Company
of the Fund, is situated at Ground Floor, Block ‘B! Finance and Trade Centre, Shahrah-e-Faisal, Karachi, 74400,
Pakistan.

1.2  The Fund has been formed to enable the unitholders to participate in a diversified portfolio of securities,
which are Shariah compliant. Under the Trust Deed, all the conducts and acts of the Fund are based on
Shariah. The Management Company has appointed Meezan Bank Limited (MBL) as its Shariah Advisor to
ensure that the activities of the Fund are in compliance with the principles of Shariah.

1.3  The Fund is an open-end fund listed on the Pakistan Stock Exchange Limited (formerly Karachi Stock Exchange
Limited). 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 Equity Scheme in accordance
with Circular 7 of 2009 issued by Securities and Exchange Commission of Pakistan (SECP).

1.4 The Management Company of the Fund has been given a quality rating of AM2++ by JCR-VIS Credit Rating
Company Limited.

1.5 Title to the assets of the Fund are held in the name of CDC as a Trustee of the Fund.
2. BASIS OF PRESENTATION

The transactions undertaken by the Fund in accordance with the process prescribed under the Shariah
guidelines issued by the Shariah Advisor are accounted for on substance rather than the form prescribed
by the aforementioned guidelines. This practice is being followed to comply with the requirements of
approved accounting standards as applicable in Pakistan.

2.1 Statement of compliance

These financial statements have been prepared in accordance with the 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 as are notified under the Companies
Ordinance, 1984, the Non Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the
NBFC Rules), the Non-Banking Finance Companies and Notified Entities Regulations, 2008 (the NBFC
Regulations 2008) and directives issued by the SECP. Wherever, the requirement of NBFC Rules, the NBFC
Regulations and the said directives differ with the requirements of these standards, the NBFC Rules, the
NBFC Regulations, and the said directives shall prevail.
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2.2 Basis of measurement

These financial statements have been prepared on the basis of historical cost convention except that
investments classified as 'at fair value through profit or loss' and ‘available for sale' which are measured at
fair value.

2.3  Functional and presentation currency

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

2.4 Critical accounting estimates and judgments

The preparation of financial statements in conformity with approved accounting standards requires the use
of critical accounting estimates. It also requires the Management Company to exercise its judgment in the
process of applying the Fund's accounting palicies. Estimates and judgments are continually evaluated and
are based on historical experience, including expectations of future events that are believed to be reasonable
in the circumstances. The areas involving a higher degree of judgment or complexity, or areas where
assumptions and estimates are significant to the financial statements are as follows:

a) Classification and valuation of financial instruments (notes 3.1 and 5);
b) Impairment of financial instruments (note 3.1.6 and 5.2.2) ;

¢)  Recognition of provision for Workers' Welfare Fund (note 12) ; and

d) Taxation (note 3.7 and 19)

2.5 New Standard Applicable - fair value measurement

During the year, IFRS 10 "Consolidated Financial Statements”, IFRS 11 "Joint Arrangements”, IFRS 12 "Disclosure
of Interest in Other Entities" and IFRS 13 "Fair Value Measurement" became effective for financial periods
beginning on or after January 01, 2015. IFRS 10, IFRS 11 and IFRS 12 did not have any impact on the Fund's
financial statements. The effects of IFRS 13 "Fair Value Measurement" are disclosed in note 18 to these
financial statements.

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

The following standards, amendments and interpretations of approved accounting standards will be effective
for accounting periods beginning on or after July 01, 2016:

- Amendments to IAS 38 'Intangible Assets' and IAS 16 'Property, Plant and Equipment’ (effective for annual
periods beginning on or after January 01, 2016) introduce severe restrictions on the use of revenue-based
amortization for intangible assets and explicitly state that revenue-based methods of depreciation cannot
be used for property, plant and equipment. The rebuttable presumption that the use of revenue-based
amortization methods for intangible assets is inappropriate can be overcome only when revenue and
the consumption of the economic benefits of the intangible asset are ‘highly correlated! or when the
intangible asset is expressed as a measure of revenue. The amendments are not likely to have an impact

| on Fund’s financial statements.

Investment Entities: Applying the Consolidation Exception (Amendments to IFRS 10 — Consolidated
Financial Statements and |IAS 28 - Investments in Associates and Joint Ventures) (effective for annual
periods beginning on or after January 01, 2016) clarifies (a) which subsidiaries of an investment entity are
consolidated; (b) exemption to present consolidated financial statements is available to a parent entity
thatis a subsidiary of an investment entity; and (c) how an entity that is not an investment entity should
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apply the equity method of accounting for its investment in an associate or joint.venture
investment entity. The amendments are not likely to have an impact on Fund’s financial stateme

- Accounting for Acquisitions of Interests in Joint Operations - Amendments to IFRS 11 Joint Arrangemi
(effective for annual periods beginning on or after January 01, 2016) clarify the accounting for the acquisition”
of an interest in a joint operation where the activities of the operation constitute a business. They require,
an investor to apply the principles of business combination accounting when it acquires an interest in
a joint operation that constitutes a business. The amendments are not likely to have an impacton Fund'’s
financial statements.

- Amendment to IAS 27 ‘Separate Financial Statements'’ (effective for annual periods beginning on or after
January 01, 2016) allows entities to use the equity method to account for investments in subsidiaries, joint
ventures and associates in their separate financial statements. The amendment is not likely to have an
impact on Fund’s financial statements.

- Agriculture: Bearer Plants [Amendment to IAS 16 and IAS 41] (effective for annual periods beginning on
or after January 01, 2016). Bearer plants are now in the scope of IAS 16 Property, Plant and Equipment for
measurement and disclosure purposes. Therefore, a company can elect to measure bearer plants at cost.
However, the produce growing on bearer plants will continue to be measured at fair value less costs to
sell under IAS 41 Agriculture. A bearer plant is a plant that: is used in the supply of agricultural produce;
is expected to bear produce for more than one period; and has a remote likelihood of being sold as
agricultural produce. Before maturity, bearer plants are accounted for in the same way as self-constructed
items of property, plant and equipment during construction. The amendments are not likely to have an
impact on Fund's financial statements.

- Amendments to IAS 12 ‘Income Taxes' are effective for annual periods beginning on or after January 01,
2017. The amendments clarify that the existence of a deductible temporary difference depends solely
on a comparison of the carrying amount of an asset and its tax base at the end of the reporting period,
and is not affected by possible future changes in the carrying amount or expected manner of recovery
of the asset. The amendments are not likely to have an impact on Fund's financial statements.

- Amendments to IAS 7 'Statement of Cash Flows' are part of IASB’s broader disclosure initiative and are
effective for annual periods beginning on or after January 01, 2017. The amendments require disclosures
that enable users of financial statements to evaluate changes in liabilities arising from financing activities,
including both changes arising from cash flow and non-cash changes.

B Amendments to IFRS 2 - Share-based Payment clarify the accounting for certain types of arrangements
and are effective for annual periods beginning on or after January 01, 2018. The amendments cover three
accounting areas (a) measurement of cash-settled share-based payments; (b) classification of share-based
payments settled net of tax withholdings; and (c) accounting for a modification of a share-based payment
from cash-settled to equity-settled. The new requirements could affect the classification and/or
measurement of these arrangements and potentially the timing and amount of expense recognised for
new and outstanding awards. The amendments are not likely to have an impact on Fund’s financial
statements.

- Annual Improvements 2012-2014 cycles (amendments are effective for annual periods beginning on or
after January 01, 2016). The new cycle of improvements contain amendments to the following standards:

- IFRS 5 'Non-current Assets Held for Sale and Discontinued Operations" IFRS 5 isamended to clarify that |””
if an entity changes the method of disposal of an asset (or disposal group) L.e. reclassifies an assetfrom
held for distribution to owners to held for sale or vice versa without any time lag, then such d'iange
in classification is considered as continuation of the original plan of disposal and if an 'entity.détenniné%’f '
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that an asset (or disposal group) no longer meets the criteria to be classified as held for distribution,
then it ceases held for distribution accounting in the same way as it would cease held for sale accounting.

- IFRS 7 Financial Instruments - Disclosures”: IFRS 7 is amended to clarify when servicing arrangements on
continuing involvement in transferred financial assets in cases when they are derecognized in their
entirety are in the scope of its disclosure requirements. IFRS 7 is also amended to clarify that additional
disclosures required by ‘Disclosures: Offsetting Financial Assets and Financial Liabilities (Amendments
to IFRS7)’ are not specifically required for inclusion in condensed interim financial statements for all
interim periods.

- |AS 32 'Financial Instruments - Presentation”: is amended to clarify that IAS 12 'Income Taxes' applies
to the accounting for income taxes relating to distributions to holders of an equity instrument and
transaction costs of an equity transaction. The amendment remaoves a perceived inconsistency between
IAS 32 and IAS 12.

- 1AS 19'Employee Benefits": IAS 19 is amended to clarify that high quality corporate bonds or government
bonds used in determining the discount rate should be issued in the same currency in which the
benefits are to be paid.

- |AS 34’Interim Financial Reporting": IAS 34 is amended to clarify that certain disclosures, if they are not
included in the notes to interim financial statements and disclosed elsewhere should be cross referred.

The above amendments are not likely to have an impact on Fund’s financial statements.
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of the financial statements are set out below.
These policies have been consistently applied to all the periods presented, unless otherwise stated.

3.1  Financial instruments
3.1.1 Classification

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

a) Financial instruments as 'at fair value through profit or loss'

An instrument is classified as 'at fair value through profit or loss' if it is held-for-trading or is designated
as such upon initial recognition. Financial instruments are designated as 'at fair value through profit or
loss' if the Fund manages such investments and makes purchase and sale decisions based on their fair
value in accordance with the Fund's documented risk management or investment strategy. Financial
assets which are acquired principally for the purpose of generating profit from short term price fluctuation
or are part of the portfolio in which there is recent actual pattern of short term profit taking are classified
L) as held for trading or a derivative.

Financial instruments as 'at fair value through profit or loss' are measured at fair value, and changes
therein are recognised in Income Statement.

~ All derivatives in a net receivable position (positive fair value), are reported as financial assets held for
Ifiesd trading. All derivatives in a net payable position (negative fair value), are reported as financial liabilities
o held for trading.
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b) Loansand receivables

These are non-derivative financial assets with fixed or determinable payments that aremt%
active market, other than those classified by the Fund as at 'fair value through profit or loss'
for sale'

c) Available for sale

These are non-derivatives financial assets that are either designated in this category or are not classified
in any of the other categories mentioned in (a) & (b) above. T

3.1.2 Regular way contracts

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

3.1.3 Recognition

The Fund recognises financial assets and financial liabilities on the date it becomes a party to the contractual
provisions of the instrument.

Financial liabilities are not recognised unless one of the parties has performed its part of the contract or the
contract is a derivative contract.

3.1.4 Measurement

Financial instruments are measured initially at fair value (transaction price) plus, in case of a 'financial asset
or financial liability not at fair value through profit or loss, transaction costs that are directly attributable to
the acquisition or issue of the financial asset or financial liability. Transaction costs on 'financial assets and
financial liabilities at fair value through profit or loss' are charged to the Income Statement immediately.

Subsequent to initial recognition, instruments classified as financial assets 'at fair value through profit or
loss' and 'available for sale’ are measured at fair value. Gains or losses arising from changes in the fair value
of the 'financial assets at fair value through profit or loss' are recognised in the Income Statement. The
changes in the fair value of instruments classified as ‘available for sale' are recognised in other comprehensive
income until derecognised or impaired when the accumulated fair value adjustments recognised in other
comprehensive income are transferred to Income Statement through other comprehensive income.

Financial assets classified as 'loans and receivables' are carried at amortised cost using the effective yield
method, less impairment losses, if any.

Financial liabilities, other than those 'at fair value through profit or loss), are measured at amortised cost
using the effective yield method.

3.1.5 Fair value measurement principles

The fair value of shares of listed companies is based on their price quoted on the Pakistan Stock Exchange
(formerly Karachi Stock Exchange) at the reporting date without any deduction for estimated future selling
costs. The preference shares received as dividend in specie and shares of unlisted company are carned a,gco
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3.1.6

3.1.7

3.2

33

Impairment

Impairment loss on investment other than ‘available for sale' is recognised in the Income Statement whenever
the carrying amount of investment exceed:s its recoverable amount. If in a subsequent period, the amount
of an impairment loss recognised decreases the impairment is reversed through the Income Statement.

In case of equity investment classified as 'available for sale), a significant or prolonged decline in the fair
value of the equity security below its cost is considered an indicator that the securities are impaired.
Impairment loss on investment is recognised in the Income Statement whenever the acquisition cost of
investment exceeds its recoverable amount. Impairment losses recognised on equity securities in the income
statement are not reversed subsequently in the income statement.

Derecognition

The Fund derecognises a financial asset when the contractual rights to the cash flows from the financial
asset expire or it transfers the financial asset and the transfer qualifies for derecognition in accordance with
IAS 39.

A financial liability is derecognised when the obligation specified in the contract is discharged, cancelled
or expired.

Offsetting of financial instruments

Financial assets and liabilities are set off and the net amount is reported in the Statement of Assets and
Liabilities if the Fund has a legal right to set off the transaction and also intends either to settle on a net
basis or to realise the asset and settle the liability simultaneously.

Unitholders' fund

Unitholders' fund representing the units issued by the Fund, is carried at the redemption amount representing
the investors' right to a residual interest in the Fund’s assets.

Issue and redemption of units

Units issued are recorded at the offer price, determined by the Management Company for the applications
received by the distributors during business hours of the day when the application is received. The offer
price represents the net asset value of the units as of the close of that business day plus the allowable sales
load, provision of duties and charges and provision for transaction costs, if applicable. The sales load is
payable to the distributor and the Management Company.

Units redeemed are recorded at the redemption price prevalent on the date on which the distributors receive
redemption application during business hours on that date. The redemption price represents the net asset
value per unit as of the close of business day less any duties, taxes, charges on redemption and any provision
for transaction costs, if applicable.

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

An equalisation account called ‘element of income / (loss) and capital gains / (losses)' included in prices of
units issued less those in units redeemed is set up in order to prevent the dilution of income per unit and

- distribution of income already paid out on redemption.
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unitholders. 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 recognised in the Income Statement. = ..

3.5 Provisions

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

3.6 Net assets value per unit

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

3.7 Taxation

Income tax expense comprises current and deferred tax. Income tax expense is recognised in the Income
Statement except to the extent that it relates to items recognised directly in other comprehensive income
in which case it is recognised in other comprehensive income.

Current

Provision for current taxation is based on taxable income at the enacted or substantively enacted rates of
taxation after taking into account available tax credits and rebates, if any. The charge for current tax includes
adjustments to charge for prior years, which arises from assessments / developments during the year.

Deferred

Deferred tax is accounted for using the balance sheet liability method in respect of all temporary differences
arising from differences between the carrying amount of assets and liabilities in the financial statements
and the corresponding tax bases used in the computation of the taxable profit.

The deferred tax liabilities are generally recognised for all taxable temporary differences and deferred tax
assets are recognised to the extent that it is probable that taxable profits will be available against which the
deductible temporary differences, unused tax losses and tax credits can be utilized. Deferred tax is calculated
at the rates that are expected to apply to the period when the differences reverse based on enacted tax rates.

3.7.1 The income of the Fund is exempt from income tax under clause 99 of Part | to the Second Schedule of the
Income Tax Ordinance, 2001 subject to the condition that not less than 90 percent of its accounting income
for the year, as reduced by capital gains, whether realised or unrealised, is distributed amongst the unitholders.
Provided that, for the purpose of determining distribution of at least 90 percent of the accounting income, I
the income distributed through bonus units shall not be taken into account. '

The Fund is also exempt from the provisions of section 113 (minimum tax) under clause 11A of Part IVtQ
the Second Schedule of the Income Tax Ordinance, 2001. Accordingly, Super tax introduced in Finance Ac@, -J'y
2015 is also not applicable on funds (Section 4B of Income Tax Ordinance, 2001).
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3.8

3.10

3.1

3.12

3.79% to 7.30% per annum).

Revenue recognition

()  Gains/ (losses) arising on sale of investments are included in the Income Statement currently, on the
date when the transaction takes place.

(i)  Unrealised gains / (losses) arising on revaluation of securities classified as financial assets 'at fair value
through profit or loss' are included in the Income Statement in the period in which they arise.

(iii) Unrealised gains / (losses) arising on revaluation of securities classified as 'available for sale' are included
in the other comprehensive income in the period in which they arise.

(iv) Dividend income is recognised when the Fund's right to receive the same is established, i.e. on the
date of book closure of the investee company / institution declaring the dividend.

(v) Profit on saving accounts with banks are recorded on effective yield method.
Expenses

All expenses, including management fee, Trustee fee and Securities and Exchange Commission of Pakistan
fee are recognised in the Income Statement as and when incurred.

Earnings per unit

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

Cash and cash equivalents

Cash and cash equivalents are carried in the Statement of Assets and Liabilities at cost. Cash comprises
current and saving accounts with banks. Cash equivalents are short-term highly liquid investments that are
readily convertible to known amounts of cash, are subject to an insignificant risk of changes in value, and
are held for the purpose of meeting short-term cash commitments rather than for investment or other
purposes.

Distribution

Distribution including bonus units are recognised in the year in which they are approved.

BALANCES WITH BANKS
2016 2015
Note (Rupees in'000)
On current accounts 13,166 40,813
On saving accounts 4.1 1,915,772 1,395,528

1,928,938 1,436,341

The balances in saving accounts have an expected profit ranging from 2.50% to 6.10% per annum (2015:
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5. INVESTMENTS

Investments - 'at fair value through profit or loss'
Investments - 'available for sale'
Investment in ordinary shares - unlisted

5.1 Investments - 'at fair value through profit or loss'

Held for trading
Investments - 'at fair value through profit or

! 26,915,773
5.2.1 3,638,571

22,973,934

4,008,922
5.1.6 65 =
30,554,409

5.1.1 26,675,399

26,982,856

22,570,106

loss upon initial recognition’ 5.15 240,374 403,828
26,915,773 22,973,934
5.1.1 Held for trading - shares of listed companies
Unreallsed Percentage in
Asat Purchases Bonus / Sales Asat c"" 'I’""g T'M at | gainflless) | ™ationto
i Jutyor, during right duringthe | sune3o, | URE | VIERE atione | MarketValue of
lame of the investee company 2015 the year issue year 2016 30,2016 SR 30,2016 Total
Investment
--------------- (Number of shares) -------—-—-- ------—- (Rupees in '000) - R
Sector / Companies
Automobile assembler
Honda Atlas Cars (Pakistan) Limited 3,270,000 251,900 - 780,00 2,741,800 611,716 984,553 372,837 in
Indus Motor Company Limited 775,394 117,980 - 77332 816042 1,006,787 766,704 (240,083) 251
Millat Tractors Limited 141,200 = =) 24,300 116,900 80,172 66,662 (13,510) 022
Pakistan Suzuki Motor Company Limited 591,822 518,800 73,022 31,831 27,905 (3/926) 009
6.04
Automobile parts and accessories
Agriauto Industries Limited (note 5.1.2) 341,700 - - 341,700 - - - -
Thal Limited (note 5.1.2) 196,707 280,600 - 275,000 202307 54,583 57,257 2,674
0.19
Chemicals
Akzo Nobel Pakistan Limited - 50,000 - 50,000 8,763 5,233 470 003
ICI Pakistan Limited 855,200 12,400 - 165,800 701,800 301,393 312315 10922 102
Ghani Gases Limited = 850,000 578,000 575,000 853,000 20,795 16,710 (4,085) 0.05
Sitara Chemicals Industries Limited 500 5,000 - - 5500 1,893 2,002 109 001
11
Cement
Attock Cement Pakistan Limited 884,237 - 877,200 7037 1341 1,680 339 oot
Cherat Cement Company Limited 4289612 2,542,500 186,500 6,645,612 593,650 794,616 200,966 260
D.G Khan Cement Company Limited 31,722 5,975,500 1,103,900 4903322 782,730 934,034 151,304 306
Fauji Cement Company Limited 34,740,500 4,325,000 11,502,000 27,563,500 967,936 986,773 18,837 323
Kohat Cement Company Limited 2,872,900 487,400 274,800 3,085,500 630,891 808,154 177,263 264
Lucky Cement Limited 4,648,379 B79,400 - 1893300 3634479 1,931,370 2356996 425626 77
Maple Leaf Cement Factory Limited 8440000 1,820,000 - 5739500 4520500 359,956 476,958 117,002 156
Pakcern Limited (formerly Lafarge Pakistan) = 699,500 = - 699,500 14,600 12353 (2,247) 004
Pioneer Cement Limited 6,714,000 2,431,000 - 300,000 8,845,000 781,301 949,953 168,652 in
23.96
Household Goods
Tarig Glass Industries Limited - 51,500 - 50,000 1,500 98 m 13 -
Paper and Board
Cherat Packaging Limited - 303,800 - - 88,533
Packages Limited 1,860,579 829,650 - 189,850 1,470,100
Technology and communication
Pakistan Telecommunication
Company Limited "A" 15,314,037 6,500,000 - 21,775,000
Refinery
Attock Refinery Limited - 1,020,400 - 522,500
National Refinery Limited 2,905 266,500 = 268,600
Miscellaneous
Shifa International Hospitals Limited 384,200 359,200 46,188 52,000
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Asat Purchases Bonus/ Sales Asat c:’_'?::’ '::::‘“ "':_';:::' mnnmh
atthal Julyo, during right during the June 30, siatiune June 30, ':“(m Market Value of
Name nvestee company 2015 the year issue year 2016 30,2016 2016 30,2016 Total
{Number of shares) -----------—- [ {Rupees in '000)------— | -——- Y-
Commercial Banks
Meezan Bank Limited
{an associate of the Fund) 10,280,000 528,000 - 3514919 7,293,081 299,461 309,956 10,495 1.01
Oil and gas Marketing Companies
Attock Petroleum Limited 377,579 = = 75,000 302,579 171,629 132,390 (39,239) 043
Hascol Petroleum Limited (note 11) 1,751,640 117,100 305,108 1,612,600 561,248 54921 109,651 54,730 036
Pakistan State Oil Company Limited 3,314,123 790,400 - 555000 3,549,523 1,352,703 1332704 {19,999) 436
Shell (Pakistan) Limited 52,500 - - 4,200 48,300 12,218 14,017 1,799 005
Sui Northern Gas Pipelines Limited 5992,000 5,390,000 - 11,373,000 9,000 288 327 39 -
5.20
Oil and gas Exploration Companies
0Oil and Gas Development Company Limited - 4,938,500 - 1,115300 3,823,200 528,446 527,869 (577) 173
Pakistan Oilfields Limited 1,639,797 328,100 - 739800 1,228,097 460,020 426,739 (33,281) 1.40
Pakistan Petroleumn Limited 93450 4,663,600 ; 1991700 2,765,350 367,874 428,768 60,804 140
Mari Petraleumn Company Limited (note 11) 1,771,330 405,500 - 399,050 1,777,780 887,315 1614615 727,300 5.28
9.81
Pharmaceuticals
Abbott Laboratories (Pakistan) Limited 478,250 511,400 - 103,300 886,350 579,442 668,308 88,866 219
Ferozsons Laboratories Limited 387,150 113,000 - 330,150 170,000 122,271 175,260 52,989 057
Glaxo Smithkline Pakistan Limited (note 5.1.7) 3,520 = - 3,504 16 3 3 - -
Highnoon Laboratories Limited (note 11) = 162,200 3,480 165,100 580 m 334 163 =
The Searle Company Limited (note 11) 1,252,800 613,000 628,368 875,000 1,619,168 437,505 868,117 430,612 284
5.60
Power Generation and Distribution
Hub Power Company Limited 10,346,716 4,858,700 - 2,541,000 12,664,416 1,271,285 1,520,490 249,205 4.98
Kot Addu Power Company Limited - 1,003,500 - 1,003,500 - - - - -
K - Electric Limited (note 5.1.2) 39,811,000 96,110,500 - 17,639,000 118,282,500 931,945 953,357 21,412 312
Kohinoor Energy Limited 1,189,500 - 316,500 £73,000 44 087 35,968 (8,119) 012
Lalpir Power Limited 8,059,500 988,000 - 7,637,500 1,410,000 43,052 30,597 (12,455) 0.10
Pakgen Power Limited 1,475,000 539,000 - 2,013,500 500 15 12 (3) -
8.32
Cable & Electrical Goods
Pak Elektron Limited 12415000 11,878,250 - 15788500  B,504,750 547,210 549,832 2,622 1.80
Fertilizer
Dawood Hercules Corporation Limited = 3,041,100 - 20,000 3,021,100 360,622 449,751 89,129 1.47
Engro Corporation Limited (note 5.1.3) 8,463,100 2,648,600 7 3,351,200 7,760,500 2,352,662 2,584,014 231,352 846
Engro Fertilizers Limited 7,778,000 26,009,200 - 10750500 23,036,700 1,508,564 1485406 (23,158) 4.86
Fatima Fertilizer Company Limited 5,574,000 3,850,000 - 9,464,000 - - - - -
Fauji Fertilizer Bin Qasim Limited 9,749 - - 9,749 - - - -
Fauji Fertilizer Company Limited 2,559 1,044,300 = 1,046,859 - - - - -
14.79
Engineering
Amreli Steels Limited - 2,550,000 - 1977500 572,500 31,199 26919 (4,280) 0.09
Crescent Steel & Allied Products Limited - 1,947,100 50,000 84,000 1,913,100 223,859 219,260 (4,599) 0.72
K.S.B. Pumps Company Limited 45,400 44,500 - : 89,900 16,131 21,904 5,773 0.07
0.88
Food and Personal Care Products
Al-Shaheer Corporation Limited (note 11) - 3,312,000 667,275 - 3,979,275 268,866 207,758 (61,108) 0.68
Engro Foods Limited 5150621 2,167,600 - 6,334,300 983,921 151,518 160,704 9,186 053
.21
Textile Composite
Kohinoor Textile Mills Limited (note 11) = 773,000 35,100 = 808,100 60,468 64,672 4,204 0.1
Nishat Mills Limited 7,828,100 963,000 - 7546000 1,245,100 136,337 134,349 (1,988) 0.44
0.65
Total 23,285,459 26,675,399 3,389,940
Total cost of investments 20,960,846

5.1.2 All shares have a nominal value of Rs 10 each except for the shares of Agriauto Industries Limited and Thal
Limited which have a face value of Rs 5 each, and K-Electric which has face value of Rs 3.5.

1 %" 1 000 000 shares of Engro Corporation Limited having market value of Rs 332.97 million (2015: Rs 279.00
n) havebeen pledged as collateral in favour of National Clearing Company of Pakistan Limited against
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5.1.4 Net assets are as defined in regulation 66 of NBFC Regulations, 2008

5.1.5 Investments - 'at fair value through profit or loss upon initial recognition’

Note
P
Ordinary shares 5.1.5.1 240,374 231,881
Preference shares 5.1'5,.2 - 171,947
240,374 403,828 !
5.1.5.1 Ordinary shares - listed |
Asat Purchases Bonus/ Sales Asat c"?'['" ':mu ""m -ﬂm: |
July 01, during right duringthe | June3o, | MTE ml;.;a. '::'." e | MarketValue of '
Name of the investee company 2015 the year issue year 2016 30,2016 2016 20,2016 Total
--------------- {Number of shares) -------—-—-- ~-------- (Rupees in ‘000 -------- e
Sectors / Companies
Banks
Meezan Bank Limited
(an associate of the Fund) 5,650,206 - = - 5650206 231659 240,134 8475 079
Paper and Board
Packages Limited 374 : £ = 374 22 240 18
Grand total 231,881 240374 8,403
Total cost of investments 57,329
5.1.5.2 Preference shares - unlisted
Name of Security 2015

Number Carrying value
of Shares (Rupees in '000)

Mari Petroleum Company Limited - at cost 17,194,725 171,947

5.1.6 Ordinary shares - unlisted
Name of Security 2016

Number Carrying value
Note of Shares (Rupeesin'000)

GlaxoSmithKline Consumer Healthcare Pakistan Limited 51.7 1,056 65

5.1.7 During the year, GlaxoSmithKline Pakistan Limited (GSK) announced a de-merger scheme whereby 3 ordinary
shares of GlaxoSmithKline Consumer Healthcare Pakistan Limited (GSK CHC) were issued for every 10 ordinary
shares held in GSK. The net assets of consumer health business on the said date were Rs, 956 million i.e.
7.67% and hence, the carrying cost was allocated by applying the aforementioned percentage among GSI(
and GSK CHC and market price has been adjusted accordingly. GSK CHC is under the process of obtai
listing on the stock exchange.
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5.2.1

Investments categorised as 'available for sale'

Shares of listed companies

Carrying Market | Unrealised | Percentage
Avat Puschases. || - Bowus/ Sl et value as valueas | gain/ (loss) l&m
Name of the July 1, during Rights during June 30, atlune |'Mmpairment| assthne | Valueof
investee company 2015 sthagans | Bmiac | ftha yuir || S 2018E | g 3016 30,2016 | 30,2016 | Total
Investment
---------- (Number of certificates) - ----—-- --------- (Rupees in '000} - - e
Sectors / Companies
Automobile assembler
Honda Atlas Cars (Pakistan) Limited - 233,700 = = 233,700 80,064 2 83919 3,855 027
Indus Motor Company Limited 53,068 - - 53,068 - - - - - -
Pakistan Suzuki Motor Company Limited 24,105 - 23,300 805 59 - 308 249 -
0.27
Commercial Banks
Meezan Bank Limited
(an associate of the Fund) 124,880 = = 124,880 1,552 = 5,307 3,755 002
Banklslami Pakistan Limited 875 - - 875 5 - 9 4 -
0.02
Chemicals
1C1 Pakistan Limited 59975 # 59,900 75 10 = 33 23 -
Cement
D.G Khan Cement Company Limited 1,312,000 60,900 - 1312,000 60,500 11,164 ” 11,601 437 0.04
Lucky Cement Limitad 179,000 275,000 - 175000 279,000 171,162 - 180,934 8,772 0.59
0.63
Power Generation and Distribution
Hub Power Company Limited 15,000,000 - 4622100 10,377,900 656,997 - 1,245871  5BB974 4,08
Paper and Board
Packages Limited 2,200,000 - 172,150 2,027,850 965,943 - 1,290159 324216 422
Food and Personal Care Products
Engro Foods Limited 3,600 - 3,600 A = = . — -
Oil and gas Marketing Companies
Pakistan State Oil Company Limited 1,914,500 - 425000 1489,500 403,815 - 559,248 155433 1.83
Oil and gas Exploration Companies
Mari Petroleum Company Limited - 3,800 - - 3,800 3,340 - 3451 m 00
Pakistan Oilfields Limited (note 5.2.3) 415,600 - - 415600 157662  (46,273) 144413 33,024 047
Pakistan Petroleum Limited - - - - - - - -
0.48
Refinery
National Refinery Limited 151 - - 151 28 - 72 44 -
Pharmaceuticals
The Searle Company Limited £ 187,000 = = 187,000 100,765 - 100,260 (505) 0.33
Fertilizers
Engro Corporation Limited - 5,000 - - 5,000 1,652 - 1,665 13 0.01
Textile
Nishat Mills Limited 30,000 100,000 e 26000 104,000 11,014 - 1221 207 0.04

Total

2,565,232 (46,273) 3,638,571 1,119,612

2,565,232
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for sale’
20‘[6 )
(Rupeesin 'anb .
Market value of investment 3,638,571 4,008,922 |
Less: Cost of investments 2,565,232 2,878,751

1,073,339 1,130,171

Less: Net unrealised appreciation on re-measurement of investments
classified as 'available for sale' at beginning of the year 1,130,171 364,706
(56,832) 765,465

Impairment loss on listed equity securities classified as 'available for
sale' - transferred to income statement 46,273 63,864
(10,559) 829,329

5.2.3 During the year, an impairment loss amounting to Rs. 46.27 million was recognized on Pakistan Qilfields
Limited. There is no further impairment loss recognized as a result of impairment testing as at 30 June 2016.

6. DEPOSITS, PREPAYMENTS AND OTHER RECEIVABLES

2016 2015
Note (Rupees in '000)
Deposits 2,620 2610
Performance rating fee 33 4
Profit receivable on saving accounts with banks 11,021 23,642
13,674 26,256
7. PAYABLE TO AL MEEZAN INVESTMENT MANAGEMENT
LIMITED (Al Meezan) - Management Company
Management fee 7.1 50,211 46,538
Sindh Sales Tax and Federal Excise Duty on management fee 72873 231,702 127,055
Sales load 11,064 10,763
Sindh Sales Tax and Federal Excise Duty on sales load 72873 32,469 20,676
Allocated expense 7.4 2,511 -
Certificate charges 5 5
327,962 205,037

7.1 As perregulation 61 of amended Non-Banking Finance Companies and Notified Entities Regulations, 2008
(the NBFC Regulations), the Managment Company of the Fund shall be entitled to an accrued remuneration
equal to an amount not exceeding two percent of average annual net assets in case of Equity Scheme. The
remuneration of the Management Company has been charged at the rate of two percent per annum for the
year ended June 30, 2016.

7.2  The Sindh Provincial Government has levied Sindh Sales Tax (SST) on the remuneration of the Management
Company and sales load through Sindh Sales Tax on Services Act 2011 effective from July 01, 2011. During 'd
the year SST, at the rate of 14 percent (till 30 June 2015: 15 percent) was charged on the remuneration of
Management Company and sales load.

7.3 As per the requirement of the Finance Act, 2013, Federal Excise Duty (FED) at the rate of 16 percent on the r")
remuneration of the Management Company and sales load has been applied effective from June 13, 2013.
The Management Company was of the view that since the remuneration is already subject to the pro\ ncw
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sales tax, further levy of FED may result in double taxation, which does not appear to be the spirit of the
law, hence, a petition was collectively filed by the Mutual Fund Association of Pakistan with the Sindh High
Court (SHC) on September 04, 2013.

The SHC while disposing the Constitutional Petition No. D-3184 of 2014 relating to levy of (FED) on Mutual
Fund has declared the said provisions to be ultra vires and as a result no FED is payable with effect from July
01, 2011. However, the Management Company is of the view that since the Federal Government still reserve
the right to appeal against the said order.

As a matter of abundant caution, the Management Company has made a provision on FED on management
fee with effect from 13 June 2013, aggregating to Rs. 219.021 million (2015: Rs. 119.678 million). Had the
provision not being made, the Net Asset Value per unit of the Fund as at June 30, 2016 would have been
higher by Rs. 0.44 per unit (2015: Rs. 0.27 per unit).

Furthermore, the mutual funds have been excluded from levy of FED vide Finance Act, 2016, hence, effective
from July 01, 2016, no provision of FED has been recognised in the financial statements of the Fund.

7.4  During the year, a statutory notification (5.R.0. No. 1160 (I) / 2015 dated 25 November 2015) was issued by
Securities and Exchange Commission of Pakistan (SECP), which introduced amendments in NBFC Regulations,
2008. As a result of these amendments, the Management Company may charge fees and expenses related
to registrar services, accounting, operations and valuation services, related to Collective Investment Schemes
(CIS) upto a maximum of 0.1% of average annual net assets of the Scheme. Accordingly, such expenses
have been charged effective from December 16, 2015.

8. PAYABLE TO CENTRAL DEPOSITORY COMPANY OF PAKISTAN LIMITED (CDC) - Trustee

The Trustee is entitled to a monthly remuneration for services rendered to the Fund under the provisions
of the Trust Deed in accordance with the tariff specified therein, based on the daily net asset value of the Fund.

The remuneration of the Trustee for the year ended June 30, 2016 and 2015 has been calculated as per the
following applicable tariff:

Net assets Tariff
From Rs 1 million to Rs 1,000 million Rs. 0.7 million or 0.20% per annum of NAV, whichever is higher

On amount exceeding Rs 1,000 million  Rs. 2 million plus 0.10% per annum of NAV, on amount exceeding
Rs. 1,000 million

8.1 In the current year, a notification (SRB-3-4/TP/01/2015/86554 dated 13 June 2015) was issued by Sindh
Revenue Board (SRB), which introduced amendments in Sindh Sales Tax on Services Act, 2011. These
amendments are applicable from 01 July 2015.As a result of these amendments, the Fund recognised sales
tax on trustee fee at the rate of 14 percent.

9. PAYABLE TO SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN (SECP)

| Under the provisions of the amended Non-Banking Finance Companies and Notified Entities Regulations
. 2008, a collective investment scheme categorised as an equity scheme is required to pay an annual fee to
& the SECP, an amount equal to 0.095% of the average annual net assets of the Scheme. Provided that for
S Collective Investment Schemes which on quarterly average basis have at least 1,000 retail investors and
' more than 50% of Net Assets are held by individual investors, provided that the maximum investment by

- a single retail investor (considered eligible for calculating the threshold of 1,000) does not exceed 1% of the
. Net Asset shall pay the annual fee at the rate 0.076% for the next three years from the date of notification

.~ ofthese regulations.
i) '
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During the year, fees charged at the rate of 0.095%. The fee is payable to the SECP within, t re
the close of the financial year. .

10. ACCRUED EXPENSES AND OTHER LIABILITIES 2016 : ,

Note (Rupeesin '000) __d
Workers' Welfare Fund payable 12 184,606 184,606
Charity payable 10.1 26,066 21,314
Withholding tax payable 86,657 4,796
Auditors' remuneration 480 410
Zakat payable 18 105
Printing expenses payable 461 29

Shariah advisory fee 1,500 -

Other payable 21 21
299,809 211,281

10.1 According to the instructions of the Shariah Advisor, any income earned by the Fund from investments
whereby portion of the investment of investee company has been made in shariah non-compliant avenues,
such proportion of income of the Fund from those investments should be given away for charitable purposes
directly by the Fund. Accordingly, an amount of Rs 26.066 million (2015: Rs 21.314 million) is outstanding
in this regard after making charity payments of Rs 12.05 million (2015: Rs 7.5 million) to renowned charitable
institutions. None of the directors of the Management Company were interested in any of donees.

11. CONTINGENCIES AND COMMITMENTS

The Finance Act, 2014, introduced amendments to Income Tax Ordinance, 2001. As a result of these
amendments, companies are liable to withhold bonus shares at the rate of 5 percent. These shares will be
released upon payments of tax by shareholders. The value of tax will be computed on the basis of day-end
price on the first day of book closure.

In this regard, a Constitutional Petition has been filed by Collective Investment Schemes (CISs) through their
Trustees in the High Court of Sindh, challenging the applicability of withholding tax provisions on bonus
shares received by ClSs. The petition was based on the fact that because CISs are exempt from deduction
of income tax under Clause 99 Part | to the Second Schedule of the Income Tax Ordinance 2001, the
withholding tax provision should not be applicable on bonus shares received by CISs. On September 8,
2015, the Sindh High Court has dismissed the suit on the basis that bonus shares are included in the definition
of income and accordingly are chargeable to tax. An appeal against the judgment has been instituted and
a stay order has been granted by the High Court of Sindh in favour of ClSs.

In the current year, Hascol Petroleum Limited, The Searle Company Limited, Highnoon Laboratories, Kohinoor
Textile Mills Limited and Al Shaheer Corporation Limited (2015: Mari Petroleum Company Limited and
Hascol Petroleum Limited) issued bonus shares after withholding 5 percent shares on account of tax on
bonus shares. These haven't been deposited by the Company with the Government Treasury due to pending
adjudication of the aforementioned Constitutional Petition and the stay order.

There were no other contingencies and commitments outstanding as at June 30, 2016 and June 30, 2015.

12. WORKERS'WELFARE FUND

The Finance Act, 2008, introduced an amendment to the Workers' Welfare Fund Ordinance, 1971 (WWF _
Ordinance). As a result of this amendment it may be construed that all Collective Investment Schemes/
mutual funds (CISs) whose income exceeds Rs 0.5 million in a tax year, have been brought within the scope

of their accounting or taxable income, whichever is higher. In this regard, a constitutional peti
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13.2

filed by certain CISs through their Trustees in the Honourable Sindh High Court (SHC), challenging the
applicability of WWF to the CISs, which is pending adjudication.

During the year 2010, a clarification was issued by the Ministry of Labour and Manpower (the Ministry) which
stated that mutual funds are not liable to contribute to WWF on the basis of their income. However, on 14
December 2010, the Ministry filed its response against the constitutional petition requesting the Court to
dismiss the petition. According to the legal counsel who is handling the case there is a contradiction between
the aforementioned clarification issued by the Ministry and the response filed by the Ministry in SHC.

In 2012, the Lahore High Court (LHC) in a Constitutional Petition relating to the amendments brought in the
WWF Ordinance, 1971 through the Finance Act, 2006, and the Finance Act, 2008, declared the said amendments
as unlawful and unconstitutional. In March 2013, a larger bench of SHC in various Constitutional Petitions
declared that amendments brought in the WWF Ordinance, 1971 through the Finance Act, 2006 and the
Finance Act, 2008 do not suffer from any constitutional or legal infirmity. However, SHC has not addressed
the other amendments made in WWF Ordinance, 1971 about applicability of WWF to the CISs which is still
pending before the SHC.

However, decisions of SHC (in against) and LHC (in favour) are pending before Supreme Court therefore, the
Management Company, as a matter of abundant caution, has recognised WWF charge for the period from
January 1, 2013 to June 30, 2015 amounting to Rs. 184.606 million. Had the WWF not been provided, the
NAV per unit of the Fund would have been higher by Re. 0.38 (0.57%).

The Board of Directors of the management Company in its meeting held on 25 October 2013 have resolved
that unrecorded accumulated WWF provision in the fund from the date of its application till 31 December
2012, in case is required to be paid, shall be borne by Al Meezan Investment Management Limited
(Management Company of the fund). Therefore, the Fund is not exposed to this unrecorded accumulated WWF
provision. The unrecorded accumulated provision for WWF upto 31 December 2012 is Rs. 89.304 million.

The mutual funds have been excluded from levy of WWF vide Finance Act, 2015, hence, effectively from July
01, 2015 no provision of WWF has been made in the Fund. The matter regarding previous years would either
need to be clarified by Regulatory bodies or Courts.

NUMBER OF UNITS IN ISSUE

The movement in number of units in issue during the year is as follows:

2016 2015
Note (Number of units)
Total units in issue at beginning of the year 448,391,488 330,854,335
Units issued during the year 362,746,152 414,254,425
Units for re-investment during the year 31,896,016 -
Units redeemed during the year (351,371,112) (296,717,272)
Total units in issue at end of the year 491,662,544 448391488

All units carry equal rights and are entitled to dividend and share in the Net Asset Value of the Fund.

) - d[,\ggqumgp ORT 2016
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14. AUDITORS' REMUNERATION

Statutory Audit Fee 405

Half yearly review 159 135

Other certifications and services 100 100

Out of pocket expenses 35 2 l

699 547 A

15. TRANSACTIONS WITH CONNECTED PERSONS / RELATED PARTIES

The connected persons include Al Meezan Investment Management Limited (Al Meezan) being the
Management Company, Central Depository Company of Pakistan Limited (CDC) being the Trustee, Meezan
Bank Limited (MBL) being the holding company of the Management Company, Directors and Executives of
the Management Company, Meezan Asset Allocation Fund, KSE Meezan Index Fund, Al Meezan Mutual
Fund, Meezan Islamic Income Fund, Meezan Sovereign Fund, Meezan Cash Fund, Meezan Financial Planning
Fund of Funds, Meezan Balanced Fund, Meezan Capital Preservation Fund - lll, Meezan Capital Preservation
Fund - Il, Meezan Gold Fund and Meezan Tahaffuz Pension Fund being the Funds under the common
management of the Management Company, Pakistan Kuwait Investment Company (Private) Limited being
the associated company of the Management Company, Al Meezan Investment Management Limited -
Employees' Gratuity Fund and Unitholders holding 10 percent or more of the Fund's net assets.

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

Remuneration payable to the Management Company and the Trustee is determined in accordance with the
provision of NBFC Rules 2003, NBFC Regulations, 2008 and the Trust Deed respectively.

Details of transactions with connected persons and balances with them for the year ended June 30, 2016
and as of that date along with comparatives are as follows:

2016 2015
(Rupees in ‘000)

Al Meezan Investment Management Limited - Management Company

Remuneration payable 50,211 46,538
Sindh Sales Tax and Federal Excise Duty on management fee payable 231,702 127,055
Sales load payable 11,064 10,763
Sindh Sales Tax and Federal Excise Duty on sales load payable 32,469 20,676
Allocated Expense 2,511

Certificate charges 5
Investment of 11,573,066 units (2015: 12,215,197 units) 766,253
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Meezan Bank Limited

Bank balance

Sales load payable

Investment in 13,068,167 shares (2015: 16,055,086 shares)
Investment of 15,675,049 units (2015: 15,675,049 units)

Central Depository Company of Pakistan Limited - Trustee

Trustee fee payable
Sindh Sales Tax on trustee fee payable
Deposit

Al Meezan Investment Management Limited
- Employees' Gratuity Fund
Investment in 169,208 units (2015: 120,915 units)

Meezan Financial Planning Fund of Funds - Aggressive Allocation Plan

Investment in 4,742,448 units (2015: 3,987,725 units)

Meezan Financial Planning Fund of Funds - Moderate Allocation Plan

Investment in 2,769,750 units (2015: 3,075,363 units)

Meezan Financial Planning Fund of Funds - Conservative Allocation Plan

Investment in 1,113,605 units (2015: 1,465,973 units)

Meezan Financial Planning Fund of Funds - MCPP - 1
Investment in 14,680,449 units (2015: 20,807,623 units)

Meezan Financial Planning Fund of Funds - MCPP - I
Investment in 15,391,100 units (2015: 25,627,412 units)

Meezan Financial Planning Fund of Funds - MAAP - |
Investment in 16,178,167 units (2015: nil units)

Meezan Financial Planning Fund of Funds - MAAP - lI
Investment in 11,833,268 units (2015: nil units)

Meezan Financial Planning Fund of Funds - MAAP - llI
Investment in 32,276,979 units (2015: nil units)

Meezan Financial Planning Fund of Funds - MAAP - IV
Investment in 5,047,854 units (2015: nil units)

Meezan Capital Preservation Fund-lli
Investment of nil units (2015: 42,727,003 units)

Meezan Capital Preservation Fund-I|
Investment in 12,740,732 units (2015: 24,168,267 units)

Directors and executives of the Management Company
Investment of 5,173,558 units (2015: 4,815,135 units)

2016 2015
(Rupeesin ‘000)

178,313 451,327
1,913 1,109
555,397 658,259
1,037,845 957,902
2,586 2,409

363 -
100 100
11,203 7,389
313,997 243,690
183,385 187,935
73,732 89,586
971,993 1,271,554
1,019,045 1,566,091

1,071,156 -

783,481 -

2,137,059 -

334,218 -
- 2,611,047
843,564 1,476,923
342,541 294,253

o4
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2016 12015
(Rupees in '000)
Al Meezan Investment Management Limited - Management Company —
Remuneration for the year 558,765 442,878 |
Sindh Sales Tax and Federal Excise Duty on management fee 180,145 147,921
Allocated Expense 15,183 -
Units Issued: 12,239,623 units (2015: 12,015,108 units) 736,841 671,919
Units Redeemed: 12,917,753 units (2015: nil units) 780,000 -
Dividend Paid 49,702 -
Meezan Bank Limited
Profit on saving accounts 1,923 7,579
Shares purchased during the year: 528,000 shares (2015: 4,098,000 shares) 22,127 195,039
Shares disposed off during the year: 3,514,919 shares (2015: 4,000 shares) 159,994 220
Units Redeemed: nil (2015: 5,800,000 units) - 318,791
Dividend Income 42,239 38,124
Dividend Paid 80,726 -
Central Depository Company of Pakistan Limited - Trustee
Trustee fee 28,938 23,144
Sindh Sales Tax on trustee fee 4,052 -
CDS charges 1,054 1,274
Al Meezan Investment Management Limited - Employees’ Gratuity Fund
Units Issued: 323,574 units (2015: nil) 18,643 -
Units Redeemed: 274,884 units (2015: nil) 19,000
Dividend Paid 744 -
Meezan Financial Planning Fund of Funds - Aggressive Allocation Plan
Units Issued: 1,699,615 units (2015: 1,710,043 units) 106,149 93,989
Units Redeemed: 944,892 units (2015: 2,276,201 units) 59,980 126,002
Transaction Cost received from the Fund - 221
Dividend Paid 22,027 -
Meezan Financial Planning Fund of Funds - Moderate Allocation Plan
Units Issued: 1,490,991 units (2015: 2,373,939 units) 93,787 133,293
Units Redeemed: 1,796,604 units (2015: 1,800,180 units) 112,243 102,182
Transaction Cost received from the Fund - 238
Dividend Paid 15,301 -
Meezan Financial Planning Fund of Funds - Conservative Allocation Plan
Units Issued: 727,555 units (2015: 1,440,048 units) 45,641 76,710
Units Redeemed: 1,079,922 units (2015: 1,663,589 units) 66,987 93,682
Transaction Cost received from the Fund - 169
Dividend Paid 6,581 -
Meezan Financial Planning Fund of Funds - MCPP - | _
Units Issued: 13,746,230 units (2015: 37,483,260 units) 852,635 2,080,138 =
Units Redeemed: 19,873,403 units (2015: 16,675,637 units) 1,183,552 896,500
Transaction Cost received from the Fund - 3362 |
Dividend Paid 87,762 -
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16.

Meezan Financial Planning Fund of Funds - MCPP - I
Units Issued: 25,323,694 units (2015: 64,850,238 units)
Units Redeemed: 35,560,005 units (2015: 39,222,826 units)
Transaction Cost received from the Fund

Dividend Paid

Meezan Financial Planning Fund of Funds - MAAP - |
Units Issued: 21,408,494 units (2015: nil units)

Units Redeemed: 5,230,327 units (2015: nil units)
Dividend Paid

Meezan Financial Planning Fund of Funds - MAAP - I
Units Issued: 16,290,892 units (2015: nil units)

Units Redeemed: 4,457,624 units (2015: nil units)
Dividend Paid

Meezan Financial Planning Fund of Funds - MAAP - lll
Units Issued: 39,206,278 units (2015: nil units)

Units Redeemed: 6,929,300 units (2015: nil units)
Dividend Paid

Meezan Financial Planning Fund of Funds - MAAP - IV
Units Issued: 5,047,854 units (2015: nil units)
Dividend Paid

Meezan Capital Preservation Fund-lil

Units Issued: 1,647,259 units (2015: 44,399,782 units)

Units Redeemed: 44,374,262 units (2015: 45,025,797 units)
Transaction Cost received from the Fund

Dividend Paid

Meezan Capital Preservation Fund-Il

Units Issued: 32,059,791 units (2015: 50,605,521 units)
Units Redeemed: 43,487,325 units (2015: 26,457,109 units)
Transaction Cost received from the Fund

Dividend Paid

Directors and executives of the Management Company
Units issued: 751,166 units (2015: 3,245,631 units)

Units Redeemed: 272,211 units (2015: 2,314,630 units)
Dividend Paid

FINANCIAL RISK MANAGEMENT

Financial risk management objectives and policies:

For the year ended

June 30,
2016 2015
(Rupees in '000)
1,575,038 3,815,409
2,087,888 2,201,000
- 3,619
101,024 =
1,313,189 -
324,000 -
45,689 =
979,017 -
275,000 “
33,418 =
2,398,154 -
434}0’00 22
91,154 -
345,367 -
13,189 =
97,099 2,378,900
2,571,500 2,398,423
- 3,132
93;999 -
2,021,170 2,760,675
2,761,830 1,410,380
- 4,325
53,170 =
55,586 184,726
16,188 138,575
25,288 -

The risk management policy of the Fund aims to maximise the return attributable to the unitholders and seeks

to minimise potential adverse effects on the Fund's financial performance.
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g tolr
(including price risk, interest rate risk and currency risk) credit risk and liquidity risk. Further, the over
of the Fund complies with the NBFC Regulations, 2008 and the directives issued by the Securities and Ex
Commission of Pakistan (SECP).

Risks managed and measured by the Fund are explained below:
16.1 Credit risk

Credit risk represents the accounting loss that would be recognised at the reporting date if counter parties fail
to perform as contracted.

Credit risk arises from deposits with banks and financial institutions, profit receivable on bank deposits, preference
shares, credit exposure arising as a result of dividends receivable on equity securities and receivable against sale
of investments.

Credit risk arising on financial assets is monitored through a regular analysis of financial position of brokers and
other parties. Credit risk on dividend receivable is minimal due to statutory protection. Further, all transactions
in securities are executed through approved brokers and in case of equity, transactions settled through National
Clearing Company of Pakistan Limited (NCCPL), thus the risk of default is considered to be minimal. For Debt
instrument settlement, Delivery versus Payment (DvP) mechanism applied by Trustee of the Fund to minimize
the credit risk. In accordance with the risk management policy of the Fund, the Investment Committee monitors
the credit position on a daily basis which is reviewed by the Board of Directors of the Management Company
on a quarterly basis.

Concentration of credit risk exists when changes in economic and industry factors similarly affect groups of
counter parties 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 counter parties thereby mitigating any significant concentrations of credit risk.

The maximum exposure to credit risk as at June 30, 2016 along with comparative is tabulated below:

2016 2015
. L

Financial assets exposed to credit risk (Rupees in '000)
Balances with banks 1,928,938 1,436,341
Investment - Preference Shares - 171,947
Receivable on issuance and conversion of units 1,309,796 462,040
Receivable against sale of investments - 268,775
Dividend receivable 48,558 67,461
Deposits and other receivables 13,641 26,252

3,300,933 2,432,816
Credit Rating wise analysis of balances with bank of the Fund are tabulated below:

Rating agency 2016 2015
(Rs.in'000) (Percentage) (Rs.in'000) (Percentage) P

AAA PACRA/ JCR-VIS 574,956 29.81 446,846 3111 -
AA+ PACRA 206,430 10.70 43,521 3.03 r
AA PACRA/ JCR-VIS 185,240 9.60 470,114 3275
A+ PACRA/ JCR-VIS 226,508 11.74 144 0.01

A PACRA 735,804 38.15 475,716 A
1,928,938 100.00 1436341
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The Fund does not have any collateral against any of the aforementioned assets.
None of the financial assets were considered to be past due or impaired as on June 30, 2016.

Due to the Fund’s long standing business relationships with these counterparties and after giving due consideration
to their strong financial standing, the Fund does not expect non-performance by these counter parties on their
obligations to the Fund,

Liquidity risk

Liquidity risk is the risk that the Fund may encounter difficulty in raising funds to meet its obligations and
commitments. The Fund’s offering document provides for the daily creation and cancellation of units and it is
therefore exposed to the liquidity risk of meeting unitholders' redemptions at any time. The Fund manages its
liquidity risk by maintaining maturities of financial assets and financial liabilities and investing a major portion
of the Fund’s assets in highly liquid financial assets. The Fund's investments are considered to be readily realisable
as they are all listed on stock exchange of the country. The Fund's approach to managing liquidity is to ensure,
as far as possible, that the Fund will always have sufficient liquidity to meet its liabilities when due under both
normal and stressed conditions, without incurring unacceptable losses or risking damage to the Fund's reputation.

In accordance with the risk management policy of the Fund, the Investment Committee monitors the liquidity
position on a daily basis, which is reviewed by the Board of Directors of the Management Company on a quarterly basis.

In accordance with regulation 58(1)(k) of the NBFC Regulations, 2008, the Fund has the ability to borrow funds
for meeting the redemption requests, with the approval of the Trustee, for a period not exceeding three months
to the extent of fifteen per cent of the net assets. However, no such borrowing has been obtained during the year.

Further, the Fund is also allowed in accordance with regulation 57 (10) of the NBFC Regulations, 2008, to defer
redemption requests to the next dealing day, had such requests exceed ten percent of the total number of units
in issue. However, no such defer redemption request has been exercised by the Fund during the year.

In addition to Unitholders' Fund, analysis of the financial liabilities into relevant maturity grouping as at June
30, 2016 along with comparative is tabulated below:

2016
Maturity upto More
Three Six One than Total
months months year one year
(Rupees in '000)
Payable to Al Meezan Investment Management
Limited - Management Company 327,962 & - - 327,962
Payable to Central Depository Company of
Pakistan Limited - Trustee 2,949 - - - 2,949
Payable to Meezan Bank Limited 1,913 - - - 1,913
Payable on redemption and conversion of units 111,869 - - - 111,869
Payable against purchase of investments (net) 529,926 - - - 529,926
Accrued expenses and other liabilities 28,528 - - - 28,528
1,003,147 - - = 1,003,147
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Maturity upto
Three Six

One

months months year one year
{Rupees in '000)
Payable to Al Meezan Investment Management
Limited - Management Company 205,037 - = -
Payable to Central Depository Company of
Pakistan Limited - Trustee 2409 - - -
Payable to Meezan Bank Limited 1,109 - - -
Payable on redemption and conversion of units 1,400,139 - - -
Accrued expenses and other liabilities 21,774 - -
1,630468 # = £

Units of the Fund are redeemable on demand at the option of the unitholder, however, the Fund does not
anticipate significant redemption of units.

16.3 Market risk
16.3.1 Price risk

Price risk is the risk of volatility in prices of financial instruments resulting from their dependence on market
sentiments, speculative activities, supply and demand for financial instruments and liquidity in the market.
The value of investments may fluctuate due to change in business cycles affecting the business of the company
in which the investment is made, change in business circumstances of the company, industry environment
and / or the economy in general.

The Fund’s strategy on the management of investment risk is driven by the Fund’s investment objective. The
primary objective of the Fund is to provide the maximum return to the unit holders from investment in Shariah
compliant investments for the given level of risks. The Fund’s market risk is managed on a daily basis by the
investment committee in accordance with the policies and procedures laid down by the Securities and Exchange
Commission of Pakistan. Further, it is managed by monitoring exposure to marketable securities and by
complying with the internal risk management policies and regulations laid down in NBFC Regulations, 2008.
The Fund’s overall market positions are monitored on a quarterly basis by the Board of Directors of the
Management Company.

Details of the Fund’s investment portfolio exposed to price risk, at the reporting date are disclosed in note 5
to these financial statements. As at June 30, 2016, the Fund’s overall exposure to price risk is limited to the fair
value of those positions. The Fund manages its exposure to price risk by analysing the investment portfolio
by industrial sector and benchmarking the sector weighting to that of the KSE Meezan Index (KMI 30). The
Fund's policy is to concentrate the investment portfolio in sectors where management believe the Fund can
maximise the returns derived for the level of risk to which the Fund is exposed.

The net assets of the Fund will increase / (decrease) by Rs 305.54 million (2015: Rs 268.11 million) if the prices
of equity vary due to increase / (decrease) in KMI 30 by 1% with all other factors held constant.

The Fund manager uses KMI as a reference point in making investment decisions. However, the Fund manager
does not manage the Fund'’s investment strategy to track KMI or any other index or external benchmark.
The sensitivity analysis presented is based upon the portfolio composition as at June 30, 2016 and the
historical correlation of the securities comprising the portfolio to the KMI. The composition of the Fund'’s
investment portfolio and the correlation thereof to KMI, is expected to change over time. Accordingly, the
sensitivity analysis prepared as of June 30, 2016 is not necessarily indicative of the effect on the Fund’s net
assets attributed to units of future movements in the level of KMI.

16.3.2 Interest rate risk

The interest rate risk arises from the effects of fluctuations in the prevailing levels of market interest rates
which affect cash flows pertaining to debt instruments and their fair values. —

= y
w
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Cash flow interest rate risk

The Fund's interest risk arises from the balances in saving accounts and investment in preference shares.

At June 30, 2016, if there has been an increase / (decrease) of 100 basis points in interest rates, with all other
variables held constant, the net assets of the Fund for the year then ended would have been higher / (lower)
by Rs 19.16 million (2015: Rs 15.675 million) mainly as a result of finance income.

Fair value interest rate risk

Since the Fund does not have any investment in fixed rate security, therefore, is not exposed to fair value

interest rate risk.

Yield / interest 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 financial instruments is based on the

settlement date.

As at 30 June 2016
Effective yield / Exposed to yield / interest rate risk Not exposed Total
i rate to yield /
Upto three More than More than
months  threemonths  one year 'm":’:
and upto rate ris|
one year
On-balance sheet financial instruments (Rupees in '000)
Financial assets
Balances with banks 2.50% to 6.10% 1,915,772 - - 13,166 1,928,938
Investments - ordinary shares - - - 30,554,409 30,554,409
Investments - preference shares - -
Receivable on issuance and conversion of units - - - 1,309,796 1,309,796
Receivable against sale of investments (net) - -
Dividend receivable - - - 48,558 48,558
Deposits and other receivables - - - 13,641 13,641
1,915,772 - - 31,939,570 33,855,342
Financial liabilities
Payable to Al Meezan Investment Management
Limited - Management Company - - - 327,962 327,962
Payable to Central Depository Company of
Pakistan Limited - Trustee - - o 2,949 2,949
Payable to Meezan Bank Limited - - - 1,913 1,913
Payable on redemption and conversion of units - - - 111,869 111,869
Payable against purchase of investments (net) - - - 529,926 529,926
Accrued expenses and other liabilities - - - 28,528 28,528
N - - 1,003,147 1,003,147
On-balance sheet gap 1,915,772 - - 30,936,423 32,852,195
Off-balance sheet financial instruments - = L " =
Off-balance sheet gap - - - - -
Total interest rate sensitivity gap 1,915,772 - -
Cumulative interest rate sensitivity gap 1,915,772 1,915,772 1,915,772
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As at 30 June 2015

Effective yield / Exposed to yield / interest rate risk
interestinte Upto three More than More than
months three months one year:
and upto ;
one year
On-balance sheet financial instruments (Rupees iR §
Financial assets
Balances with banks 3.79% to 7.30% 1,395,528 - - 40,813
Investments - ordinary shares - - - 26,810,909 5,
Investrents - preference shares Kibor +3 percent 171,947 - - - 71,947
Receivable on issuance and conversion of units - - - 462,040 462,040
Receivable against sale of investments (net) - - - 268,775 268,775
Dividend receivable - - - 67,461 67,461 B
Deposits and other receivables - - - 26,252 26,252 =
1,567,475 - - 27676250 29,243,725 Y |

Financial liabilities |
Payable to Al Meezan Investment Management

Limited - Management Company = - - 205,037 205,037
Payable to Central Depository Company of =

Pakistan Limited - Trustee - - - 2409 2,400
Payable to Meezan Bank Limited - - - 1,109 1,109
Payable on redemption and conversion of units - - - 1,400,139 1,400,139
Payable against purchase of investments (net) - -
Accrued expenses and other liabilities - - - 21,774 21,774

- - - 1,630,468 1,630,468

On-balance sheet gap 1,567,475 - - 26,045,782 27,613,257
Off-balance sheet financial instruments - - - - -
Off-balance sheet gap - - - - -
Total interest rate sensitivity gap 1,567,475 - -
Cumulative interest rate sensitivity gap 1,567 475 1,567 475 1,567 475

16.3.3 Currency risk

17.
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Currency risk is that the fair value of 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.

UNITHOLDERS' FUND RISK MANAGEMENT

The unitholder fund is represented by redeemable units. These units are entitled to distribution and payment
of a proportionate share, based on the Fund's net asset value per unit on the redemption date. The relevant
movements are shown in the Statement of Movement in Unitholders' Fund.

The Fund's objective when managing unitholders' funds are to safeguard its ability to continue as a going
concern so that it can continue to provide returns to unitholders' and to maintain a strong base of assets
under management.

The Fund has no restrictions on the subscription and redemption of units.

The Fund meets the requirements of sub-regulation 54(3a) of NBFC Regulation, 2008 which requires that
the minimum size of an Open End Scheme shall be one hundred million rupees at all time during the life
of the scheme.

In accordance with the risk management policies stated in the note 16, the Fund endeavours to invest t
subscriptions received in appropriate investments while maintaining sufficient liquidity to meet redem tio
such liquidity being augmented by short term borrowing arrangements (which can be entered if nece

or disposal of investments where necessary. : :




18.

FAIR VALUE OF FINANCIAL INSTRUMENTS

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

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

The fair value of financial assets and liabilities traded in active markets are based on the quoted market
prices at the close of trading on the year end date. The quoted market prices used for financial assets held
by the Fund is current bid price.

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

Investments on the Statement of Assets and Liabilities are carried at fair value. The Management Company
is of the view that the fair value of the remaining financial assets and liabilities are not significantly different
from their carrying values since assets and liabilities are essentially short term in nature.

The Fund measures fair values using the following fair value hierarchy that reflects the significance of the
inputs used in making the measurements:

Level 1: Quoted market price (unadjusted) in active markets for identical assets or liabilities.

Level 2: Inputs other than quoted prices included within level one that are observable for the asset or liability,
either directly (i.e. as prices) or indirectly (i.e. derived from prices).

Level 3: Inputs for the assets or liabilities that are not based on observable market data (i.e. unobservable inputs).

The following table presents assets that are measured at fair value as at June 30, 2016:

Note Carrying amount Fair value
June 30, 2016 Investments Other Cash and Other Total Level1 | Level2 | Level3 | Total
receivables cash payables
equivalents
Investments 30,554,409 - - - 30,554,409 30,554,344 65 - 30,554,409
30,554,409 - - - 30,554,409 30554344 65 - 30,554,409
Financial assets - not measured at fair value
Balances with banks 181 - - 1,928,938 - 1,928,938 - - - -
Receivable on issuance and conversion of units 181 - 1,308,796 - - 1,309,796 - - - -
Receivable against sale ofinvestments (net) 181 - - - - - - - . -
Dividend receivable 181 - 48,558 - - 48,558 - -
Deposits and other receivables 181 - 13,641 - 13,641 - - -
1,371,995 1928938 - 3,300,933 - - - -
Grand Total 30,554,409 1,371,995 1,928,938 - 33855342 30554344 65 - 30,554,409
Financial liabilities - not measured at fair value
Payable to Al Meezan Investment
Management Limited - Management Company 181 - - - 327,962 327,962 - - - -
Payable to Central Depository Company
of Pakistan Limited - Trustee 181 = = = 2949 2,949 - - - -
Payable to Meezan Bank Limited 181 - - = 1913 1913 - - - -
Payable to Securities and Exchange
(Commission of Pakistan 181 - - - - - -
Payable on redemption and corwersion of units 181 - - 111,869 111,869 - - -
Payable against purchase of investments (net) 181 - - 520926 520,926 . =
- - 28,528 28,528 - = -

Accrued expenses and other liabilities 181

i T - 1003147 1,003,147 3 z = =
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amounts are reasonable approximation of fair value
TAXATION

The Fund's income is exempt from Income Tax as per clause (99) of part | of the Second Schedule to fnehwo T
Tax Ordinance, 2001 subject to the condition that not less than 90 percent of the accounting income for i
year as reduced by capital gains, whether realised or unrealised, is distributed amongst the unitholders.
Furthermore, as per regulation 63 of the Non-Banking Finance Companies and Notified Entities Regulations,
2008, the Fund is required to distribute 90 percent of the net accounting income other than capital gains to

the unitholders. The Fund has not recorded any tax liability in respect of income relating to the current year ) e
as the Management Company distributed sufficient income of the Fund for the year ended June 30, 2016 as [
reduced by capital gains (whether realised or unrealised) to its unitholders. '
The Fund is also exempt from the provisions of section 113 (minimum tax) under clause 11A of Part IV to the
Second Schedule of the Income Tax Ordinance, 2001. Accordingly Supertax introduced in Finance Act, 2015
is also not applicable on funds (Section 4B of Income Tax Ordinance, 2001).
PERFORMANCE TABLE 2016 2015 2014 2013
Net assets (Rs. ‘000) (ex-distribution) 32,554,406 26,416,256 16,621,765 9474454
Net assets value / redemption price per unit
as at June 30 (Rs) (ex-distribution) 66.21 5891 5024 4492
Offer price per unit as at June 30, (Rs.) (ex-distribution) 67.96 60.48 51.72 46.26
Highest offer price per unit (Rs.) 72.03 63.92 5929 66.85
Lowest offer price per unit (Rs) 56.94 48.78 4576 43.73
Highest redemption price per unit (Rs.) 7017 62.26 57.60 65.32
Lowest redemption price per unit (Rs.) 5547 4740 4445 42,75
Distribution (%) - - 1530 35.00
Interim 5.90
Final 4.40
Date of distribution - - May 30,2014 July 8,2013
Interim June 23,2016
Final July 3,2015
Income distribution (Rupees in '000) - 1,293 1,859
Growth distribution (Rupees in '000) 2,277,467 = 2,068,741 2,655,025
Total return (%) 17.40 2164 28.87 50.74
Average annual return as at June 30,2016 One Year Two Year Three Year Four Year
17.40% 19.50% 22.55% 29.06%
Investment portfolio composition of the Fund
Investment portfolio composition of the Fund is as described in note 5. ]

Past performance is not necessarily indicative of future performance and unit prices and investment returns
may fluctuate as described in note 16.




21. INVESTMENT COMMITTEE MEMBERS

21.1 Details of members of investment committee of the Fund are as follows:

Name Designation Qualification Experience in years
Mr. Mohammad Shoaib Chief Executive Officer CFA/MBA Twenty six years
Mr. Muhammad Asad Chief Investment Officer CFA level Il / MBA Twenty years
Mr. Ahmed Hassan VP Investments CFA/MBA Nine years
Mr. Ali Khan VP Product Development CFA /FRM /MBA Six years
Mr. Zain Malik VP Investments CFA level Il / BBA Seven years
Mr. Asif Imtiaz Senior Manger CFA /MBA - Finance Eight years
Mr. Asmar Hamoodi AVP Investments BBA -Finance /CFA/

ACCA Fouryears
Mr. Imad Ansari Head of Risk Management B.S Actuarial Sciences

& Risk Management /

MBA - Finance Eleven years

21.2 The Fund manager of the Fund is Mr. Muhammad Asad.

22. DETAILS OF MEETINGS OF BOARD OF DIRECTORS

Name Designation Dates of Board of Directors Meetings and Directors’ present therein
July September | October February April June
3,2015 8,2015 22,2015 25,2016 20,2016 10,2016

Mr. Ariful Islam Chairman Yes Yes Yes Yes Yes Yes
Mr. Mohammad Shoaib Chief Executive Yes Yes Yes Yes Yes Yes
Mr. P. Ahmed Director Yes Yes Yes Yes Yes Yes
Mr. Moin M. Fudda Director Yes Yes Yes Yes Yes Yes
Mr. Atif Azim Director Yes Yes Yes Yes Yes Yes
Mr. Tasnimul Haq Farooqui Director Yes Yes Yes Yes Yes Yes
Mr. Mazhar Sharif Director Yes Yes Yes Yes Yes Yes
Syed Amir Ali Director Yes Yes Yes No Yes Yes
Syed Amir Ali Zaidi Director Yes Yes Yes Yes Yes Yes
Mr. Abdullah Ahmed Director Yes Yes Yes Yes Yes Yes

23. TOPTEN BROKERAGE COMMISION BY PERCENTAGE 2016
Broker's Name
1.  Arif Habib Limited. 11%
2. IS Global Capital Limited. 10%
3.  Shajar Capital Pakistan (Private) Limited 9%
4.  Fortune Securities Limited 9%
5. Top Line Securities (Private) Limited 8%
6. Foundation Securities (Private) Limited 7%
7. Optimus Capital Management (Private) Limited 7%
8. BMA Capital Management Limited 6%
9.  Next Capital Limited 5%
10. AKD Securities Limited. 5%
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Broker's Name

IS Global Capital Limited

Shajar Capital Pakistan (Private) Limited
Fortune Securities Limited

AKD Securities Limited

KASB Securities Limited

Foundation Securities (Private) Limited
BMA Capital Management Limited

0. Arif Habib Securities Limited

= 10 0. ™G W RY =

24, PATTERN OF UNIT HOLDING

Individuals

Associated companies / directors
Insurance companies

Banks / DFIs

Retirement funds

Others

Total

Individuals

Associated companies / directors
Insurance companies

Banks / DFls

Retirement funds

Others

Total

25. DATE OF AUTHORISATION FOR ISSUE

Optimus Capital Management (Private) Limited
Elixir Securities Pakistan (Private) Limited

5%

5%

4%
As at June 30,2016
Number of Investment Percentage
investors amount _ of tota
investment
(Rupees in '000) %

13,291 15,241,482 46.82

17 9,872,388 30.33

12 1,976,770 6.07

1 23 -

115 4,029,806 12.38

926 1,433,937 4.40

13,532 32,554,406 100.00

As at June 30, 2015
Number of Investment Percentage
investors amount of tota
investment
(Rupees in ‘000) %

10,363 12,161,952 44 .38

14 9,436,006 34.43

15 1,191,331 4.35

1 20 -

242 3,216,035 11.74

164 1,397,373 5.10

10,799 27,402,717 100.00

These financial statements were authorised for issue on August 31, 2016 by the Board of Directors of the

Management Company.

For Al Meezan Investment Management Limited
(Management Company)

g

Mohammad Shoaib, CFA
Chief Executive
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PATTERN OF HOLDINGS (UNITS) AS PER THE
REQUIREMENT OF CODE OF CORPORATE GOVERNANCE

AS AT JUNE 30, 2016
UNITS HELD BY UNITS HELD %
Associated Companies
Al Meezan Investment Management Limited 11,573,066 2.35
Meezan Bank Limited 15,675,049 3.19
Al Meezan Investment Management Limited - Employees Gratuity Fund 169,208 0.03
Meezan Financial Planning Fund of Funds - Aggressive Allocation Plan 4,742,448 0.96
Meezan Financial Planning Fund of Funds - Moderate Allocation Plan 2,769,750 0.56
Meezan Financial Planning Fund of Funds - Conservative Allocation Plan 1,113,605 0.23
Meezan Financial Planning Fund of Funds - Capital Preservation Plan | 14,680,449 2.99
Meezan Financial Planning Fund of Funds - Capital Preservation Plan Il 15,391,100 3.13
Meezan Financial Planning Fund of Funds - MAAP - | 16,178,167 3.29
Meezan Financial Planning Fund of Funds - MAAP - || 11,833,268 2.4
Meezan Financial Planning Fund of Funds - MAAP - [l 32,276,979 6.56
Meezan Financial Planning Fund of Funds - MAAP - IV 5,047,854 1.03
Meezan Capital Preservation Fund-|| 12,740,732 2.59
Directors
Mr. Ariful Islam 382,136 0.08
Syed Amir Al 1,073 0.00
Mr. Mazhar Sharif 8 0.00
Chief Executive
Mr. Mohammad Shoaib, CFA 4,525,758 0.92
Executives 264,583 0.05
Banks and financial institutions 347 0.00
Individuals 229,924,414 46.76
Retirement Funds 60,861,337 12.38
Other Corporate Sector Entities 18,144,443 3.69
Insurance Companies 29,854,755 6.07
Non-Profit Organisations 3,512,015 0.71
Total 491,662,544 100
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Al Meezan Mutual Fund

Al Meezan Mutual Fund (AMMF) aims to optimize the total investment

returns in the form of capital gains and dividend income by prudent
management of investments.
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FUND INFORMATION

MANAGEMENT COMPANY

Al Meezan Investment Management Limited
Ground Floor, Block “B", Finance & Trade Centre,
Shahrah-e-Faisal, Karachi 74400, Pakistan.
Phone: (9221) 35630722-6, 111-MEEZAN

Fax: (9221) 35676143, 35630808

Website: www.almeezangroup.com

E-mail: info@almeezangroup.com

BOARD OF DIRECTORS OF THE MANAGEMENT COMPANY

Mr. Ariful Islam Non-Executive Chairman
Mr. P. Ahmed Independent

Mr. Abdullah Ahmed Muhammad Non-Executive

Syed Amir Ali Non-Executive

Mr. Atif Azim Independent

Mr. Tasnimul Haq Farooqui Non-Executive

Mr. Moin M. Fudda Independent

Mr. Mazhar Sharif Non-Executive

Syed Amir Ali Zaidi Non-Executive

Mr. Mohammad Shoaib, CFA Chief Executive

CFO & COMPANY SECRETARY OF THE MANAGEMENT COMPANY

Syed Owais Wasti

AUDIT COMMITTEE

Mr. P. Ahmed Chairman
Mr. Mazhar Sharif Member
Syed Amir Ali Member
HUMAN RESOURCES & REMUNERATION COMMITTEE

Mr. Ariful Islam Chairman
Mr. Tasnimul Haq Farooqui Member
Mr. Mazhar Sharif Member
Mr. Mohammad Shoaib, CFA Member
TRUSTEE

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

AUDITORS

KPMG Taseer Hadi & Co.

Chartered Accountants

Sheikh SultanTrust Building No.2, Beaumount Road, Karachi - 75530.

SHARIAH ADVISER
Meezan Bank Limited

BANKERS TO THE FUND

Al Baraka Islamic Bank B.S.C (E.C) Habib Metropolitan Bank Limited - Islamic Banking
Askari Bank Limited - Islamic Banking MCB Bank Limited - Islamic Banking

Bank Alfalah Limited - Islamic Banking Meezan Bank Limited

Bank Islami Pakistan Limited National Bank of Pakistan - Islamic Banking

Burj Bank Limited UBL Ameen - Islamic Banking

Dubai Islamic Bank

LEGAL ADVISER

Bawaney & Partners

3rd & 4th Floor, 68-C, Lane-13, Bokhari Commercial Area,
Phase VI, DHA, Karachi.

Phone: (9221) 35156191-94 Fax: (9221) 35156195
E-mail: bawaney@cyber.net.pk

“TRANSFER AGENT
N Bank Limited
‘Meezan House
C- wvenue, SITE, Karachi.
Fax: 36406017




REPORT OF THE FUND MANAGER
FOR THE YEAR ENDED JUNE 30, 2016

Al Meezan Mutual Fund (AMMF) is an open end equity fund investing in Shariah complian

The objective of AMMF is to provide maximum total return to the shareholders from investmentin "Shal ) iant
equity investments for the given level of risk, while abiding by the Regulations and any other prevailing rule
regulations,

Strategy, Investment Policy and Asset Allocation

The performance of AMMEF is directly linked to the performance of the equity market. The fund manager, Al Meezan -
Investment Management Limited, actively manages the fund with an aim to provide maximum risk adjusted total ¥ |
return to the investors. To control risk, the exposure in growth stocks is balanced against that of high dividend stocks. '
Moreover, the fund manager strives to reduce equity exposure in times when the market is trading above valuations
while increasing equity exposure near troughs.

AMMF started the year with 89% investment in equities, touched a maximum of 100% and minimum of 88% during
the fiscal year, on average remained 96% invested and closed the year at 97% invested percentage. Although allocation
remained diversified across sectors, major holdings remained in the Cement and Fertilizer sectors. However, exposure
in Food & Personal Care, Oil and Automobile sectors was reduced due to weak outlook.

Sector Allocation for the year ended FY15 and FY16

40%, M Jun-16
‘Jun-15
30% 29.8%
17.6%
20%
15.3%
12.7% 13.2%
10.7% 10.5% 11.0%
9.2% :
10% —_ BO% 3
;i s 52% 52%  51%
e 1 L i B
0% :
—-_ A [T ] L ol e b= £ u o =
e g g 28 z df g g 58 g £g
23 E g5 o35 B = & & 5 v
59 < a E E a £ o AL @ o
g & SE 3 EE s e sg B A2
& @ =3 < g2 @ xS E 2
- & o) w w O a i = g
6 O It 5 o i © £
<} = U] o
g ] Q @
2 § i 2
= 5 a (5]
<<

ANNUAL REPORTS 2016




Top Equity Holdings (%)

The Hub Power Co. Ltd.
Engro Corporation

Lucky Cement Ltd.
Packages Ltd.

Pakistan State Oil Co. Ltd.
Mari Petroleum Ltd.
Engro Fertilizer Ltd.

Fauji Cement Co. Ltd.
Cherat Cement Co. Ltd.

K-Electric Ltd.

Performance Review

During FY16, Al Meezan Mutual Fund (AMMF) provided a return of 15.53% to its investors while the KSE Meezan Index

(KMI 30) also appreciated by 15.53% to close at 66,163 pts.

The Fund earned a gross income of Rs. 866 million in the fiscal year 2016 as compared to Rs. 611 million last year. Total
income comprised of realized and unrealized capital gains on investments of Rs.153 million and Rs. 495 million
respectively. Dividend income contributed Rs. 207 million to the income, while profit on saving accounts with banks
amounted to Rs. 11 million. After accounting for expenses of Rs. 143 million and an element of income and capital
gains included in prices of units issued and less those in units redeemed of Rs. 18 million, the Fund posted a net
income of Rs. 741 million. The net assets of the Fund as at June 30, 2016 were Rs. 5,418 million as compared to Rs.
4,007 million last year depicting a rise of 35.23%. The net asset value per unit as at June 30, 2016 was Rs. 17.99 as

compared to Rs. 16.28 per unit as on June 30, 2015.

AMMF KMI-30
(NAV) (Index Points)
Net Asset Value (NAV) as on June 30, 2015- Rs. 16.28 57,271
Net Asset Value (NAV) as on June 30, 2016- Rs. 17.99 66,163
Return During the Period (Dividend adjusted) 15.53% 15.53%
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Charity Statement

The Fund purifies the income earned by setting aside an amount payable by the Management Company outof the
income of the Trust to charitable / welfare organizations, in consultation with Shariah Advisor, representing income
that is Haram. During the year ended June 30, 2016 an amount of Rs. 2.32 million was accrued as charity payable.

[ .

Distributions

The interim distribution in the form of cash dividend by the Fund during the fiscal year ended June 30, 2016 was Rs.
0.82 per unit (8.20%). Total distribution made by the fund was Rs. 235.50 million.

Proxy Voting for Kohat Cement Company Limited

Al Meezan Investment Management Limited participation in the Extra Ordinary General Meeting of Kohat Cement
Company Limited held on 27th June 2016 at its registered office in Kohat Cement Factory, Rawalpindi Road, Kohat.

The following are the disclosure of Proxy Voting:

Proxy Resolution Election of Directors for Kohat Cement Company Limited
Fund AL MEEZAN MUTUAL FUND

Shares Held 465,400

Date of Proxy 27th June 2016 (Monday)

Result of Proxy Vote | The Investment Committee of Al Meezan Investments Management Limited
has decided to execute the proxy form in favour of the following participants:

Mr. Aizaz Sheikh (Chief Executive, Director, Kohat Cement Company Ltd)

Mr. Rahman Sheikh s/o Aizaz Sheikh (Director, Kohat Cement Company Ltd)

Summary of Actual Proxy Voted by Al Meezan Investment Management Limited

Si# Resolution For Against Abstain

1. Election of Directors 5 0 0

Proxy Voting Policy of the Fund is available on the website of Al Meezan Investment Management Limited (Al Meezan)
and detailed information regarding actual proxies voted by the Al Meezan in respect of the Fund is also available
without charge, upon request, to all unit holders

Breakdown of unit holdings by size:

(As on June 30, 2016)

Range (Units) No. of Investors
1-9,999 1,733

10,000 - 49,999 817

50,000 - 99,999 265

100,000 - 499,999 212

500,000 and above 59

Total 3,086
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The Premier Islamic Bank
TR

Report of the Shari’ah Advisor — Al Meezan Mutual Fund

August 03, 2016/Shawwal 28, 1437

In the capacity of Shariah Adviser, we have preseribed six criteria for Shari'ah compliance of
equity investments which relate to (i) Nature of business, (i) Interest bearing debt to total assets,
(iii) Investment in non- Shari’ah compliant actvities to Total assets (iv) Shariwh Non-Compliant
Income to Gross Revenue (v) Illiquid assets to total assets, and (vi) Net liquid assets per share vs.
share price,

It is the responsibility of the management company of the fund to establish and maintain a
system of internal controls to ensure Shariah compliance with the Shariwh guidelines. Our
responsibility is to express an opinion, based on our review, to the extent where such compliance
can be objectively verified. A review is limited primarily to inquiries of the management
company’s personnel and review of various documents prepared by the management company
to comply with the prescribed criteria.

i We have reviewed and approved the modes of investments of AMME in light of
Shari’ah requirements. Following is the list of the top investments of AMMF as on
June 30, 2016 and their evaluation according to the screening criteria established by
us. (December 31, 2015 accounts of the Investee companies have been used for the
following calculations):

O] (iiy** (iii) {iv) v (vi)
MNon- — Net Liqni(l] Assels vs
Debt 1o MNon- Compliant A “‘1:"[ Share Price (B>A)
MNature of 3 Compliant Income to o
Company Name 5 Assets Total :
Business 2 Investments Gross Net Liquid L
(<=37%) Assels Share Price
(<33%) Revenue ~ 25V Assets per (8)
(<5%) (25%) | Share (A)
E:iﬁ“’ Lerpamtion |5 we 28% 7% 1.05% 79% -131.58 333.55
Power
Hub Power Co Ltd | Generanon and 29% 0% 0.15% 43% 25 12043
Dhstribution
Lucky Cement Cement 10946 3% 1.85% 73% -30.12 649.4
. + Ol and Gas
Paki: S b1 :
paean St Ol | Marketing 0% 0% 1.50% 7% | 40376 | 37663
Companies
s Lt;’“ et o 20% 5% 0.97% 85% 5.49 1586
Packages Ltd P ,41:“1 Board 10% % 0.20% 91% 95.02 635.88
Page 1 of 2

)
paid Meezan Bank Ltd.

pr Meezan House. C-25, Estate Avenue, SITE, Karachi - Pakistan.

y Tel :(92-21) 38103500 Fax :(92-21) 36406049 www.meczanbank.com
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(i) (iiy** (iv} (]
s Petrodi Ol & Gas
s Exploration 21% 0% 0.45% 44% | 11095
* Companies
[ogeo Feethzer | Eertilzer 28% 1% 1.23% 83% | -3458
Power
K-Electric Ltd Generation and 10% 0% 1.19% 63% -7.65 8.10
Distriburion
Cherat Cement Lid | Cement 3% 0% 0.46% 95% -22.72 120.88
o These ranos are for the caleulation of aon-Sheruh Compliant Element m the business and are not relevant for Ishume Banks & J
Islamic Vinancal Insttutions. [
i Allinterest based debes. i
s On Warch List due to impact of circular debt on receivables.

ii. On the basis of information provided by the management, all operations of AMMF
for the year ended June 30, 2016 have been in compliance with the Shari'ah
principles.

In light of the above, we hereby certify that all the provisions of the Scheme and investments
made on account of AMMF under management of Al Meezan Investment Management Limited
(Al Meezan) are Shari'ah compliant and in accordance with the criteria established by us.

During the year a provision of Rupees 2.30 million was created and an amount of Rupees 3.7
million was disbursed as charity. The amount of Rupces 3.28 million was available for
disbursement as of June 30, 2016.

May Allah bless us with best Tawfeeq to accomplish His cherished tasks, make us successful in
this world and in the Hereafter, and forgive our mistakes.

Dr. Muhammad Imran Ashraf Usmani
For and on behalf of Meezan Bank Limited
Shariab Advisor
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CENTRAL DEPOSITORY COMPANY
OF PAKISTAN LIMITED

Head Office:

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

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

Fax: (92-21) 34326020 - 23

URL: www.cdcpakistan . com
Email: info@cdcpak.com

.
MEQER)
L3 SG6S SGS

TRUSTEE REPORT TO THE UNIT HOLDERS
AL MEEZAN MUTUAL FUND

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

We, Central Depository Company of Pakistan Limited, being the Trustee of Al Meezan Mutual
Fund (the Fund) are of the opinion that Al Meezan Investment Management Limited being the
Management Company of the Fund has in all material respects managed the Fund during the
year ended June 30, 2016 in accordance with the provisions of the following:

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

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

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

anif Jakhura
Officer
sitory Company of Pakistan Limited

Karachi, September 9, 2016
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STATEMENT OF COMPLIANCE WITH THE CODW
OF CORPORATE GOVERNANCE

FOR THE YEAR ENDED JUNE 30, 2016

This statement is being presented to comply with the Code of Corporate Governance (CCG) contained in Regulation No. 5.19.23 of -
Rule Book of Pakistan Stock Exchange Limited (Formerly Karachi Stock Exchange Limited) for the purpose of establishing a framework
of good governance, whereby a listed company is managed in compliance with the best practices of Corporate Governance.

The Management Company has applied the principles contained in the CCG in the following manner:

1.  The Management Company encourages representation of independent non-executive directors. At present the board
includes:

Category Names

Independent Directors Mr. P. Ahmed,

Mr. Atif Azim

Mr. Moin M. Fudda

Executive Director Mohammad Shoaib, CFA - CEO
Non- Executive Directors Mr. Ariful Islam

Mr, Abdullah Ahmed Muhammad
Syed Amir Ali

Mr. Tasnimul Haq Farooqui

Mr. Mazhar Sharif

Syed Amir Ali Zaidi

The independent directors meets the criteria of independence under clause 5.19.1.(b) of the CCG.

2.  Thedirectors have confirmed that none of them is serving as a director on more than seven listed companies, including the
Management Company (excluding the listed subsidiaries of listed holding companies where applicable).

3. All the resident directors of the Management Company are registered as taxpayers and none of them has defaulted in
payment of any loan to a banking company, a DFl or an NBFI or, being a member of a stock exchange, has been declared
as a defaulter by the stock exchange.

4. During the year, no casual vacancy occurred on the Board of the Management Company.

5.  The Management Company has prepared a "Code of conduct" and has ensured that appropriate steps have been taken to
disseminate it throughout the company along with its supporting policies and procedures.

6.  Theboard has developed a vision / mission statement, overall corporate strategy and significant policies of the Management
Company. A complete record of particulars of significant policies along with the dates on which they were approved or
amended has been maintained,

7. Allthe powers of the board have been duly exercised and decisions on material transactions, including appointment and
determination of remuneration and terms and conditions of employment of the CEO have been taken by the board.

8.  The meetings of the board were presided over by the Chairman, and the board met at least once in every quarter. Written
notices of the board meetings, along with agenda and working papers, were circulated at least seven days before the
meetings. The minutes of the meetings were appropriately recorded and circulated.

9.  Two members of the Board of Director of the Management Company are exempt from the requirements of the Dlrecto!'s? g 4
Training Program as per the proviso to clause 5.19.7 of the CCG, whilst the three Board members have completed their
Directors' certification programs from institutes meeting the criteria specified by the Securities & Exchange Commisslon ggf"
Pakistan.
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

The board has approved appointment of CFO, Company Secretary and Head of Internal Audit, including their remuneration
and terms and conditions of employment.

The Directors' report for this year has been prepared in compliance with the requirements of the CCG and fully describes
the salient matters required to be disclosed.

The financial statements of the Fund were duly endorsed by CEO and CFO of the Management Company before approval
of the board.

The directors, CEO and executives do not hold any interest in the units of the Fund other than that disclosed in the pattern
of unit holding.

The Management Company has complied with all the corporate and financial reporting requirements of the CCG.

The board has formed an Audit Committee. It comprises of three members, two members are non-executive directors and
the chairman of the committee is an independent director.

The meetings of the audit committee were held at least once every quarter prior to approval of interim and final results of
the Fund and as required by the CCG. The terms of reference of the committee have been formed and advised to the
committee for compliance.

The board has formed a Human Resources and Remuneration Committee. It comprises of four members including CEQ. All
the other members, including chairman of the committee, are non-executive directors.

The board has set up an effective internal audit function.

The statutory auditors of the Fund have confirmed that they have been given a satisfactory rating under the quality control
review program of the ICAP, that they or any of the partners of the firm, their spouses and minor children do not hold shares
of the Management Company / units of the Fund and that the firm and all its partners are in compliance with International
Federation of Accountants (IFAC) guidelines on code of ethics as adopted by the ICAP.

The statutory auditors or the persons associated with them have not been appointed to provide other services except in
accordance with the listing regulations and the auditors have confirmed that they have observed IFAC guidelines in this

regard.

The 'closed period, prior to the announcement of interim / final results, and business decisions, which may materially affect
the NAV of Fund's units, was determined and intimated to directors, employees and stock exchange(s).

Material / price sensitive information has been disseminated among all market participants at once through stock exchange(s).

We confirm that all other material principles enshrined in the CCG have been complied with.

it

b;' _ Mohammad Shoaib, CFA
o Chief Executive

Dated: August 31,2016

rachi.
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KPMG Taseer Hadi & Co. _Telaphmé' +92(21) 356
Chartered Accountants Fax
Sheikh Sultan Trust Building No. 2 Intemet
Beaumont Road .
Karachi, 75530 Pakistan

Review Report to the Unitholders of Al Meezan Mutual Fund (“the Fund”) on SﬁMmenrf"?’
of Compliance with Best Practices of Code of Corporate Governance

We have reviewed the enclosed Statement of Compliance with the best practices contained in
the Code of Corporate Governance (“the Code™) prepared by the Board of Directors of Al
Meezan Investment Management Limited (“Management Company™) of the Fund for the year

ended 30 June 2016 to comply with the requirements contained in Clause No. 5.19 of Rule Book 5

of the Pakistan Stock Exchange Limited (formerly Listing Regulation No. 35 of Karachi Stock 9

Exchange Limited) where the Fund is listed. Sr«
1

The responsibility for compliance with the Code is that of the Board of Directors of the
Management Company of the Fund. Our responsibility is to review, to the extent where such
compliance can be objectively verified, whether the Statement of Compliance reflects the status
of the Fund’s compliance with the provisions of the Code and report if it does not and to
highlight any non-compliance with the requirements of the Code. A review is limited primarily
to inquiries of the Management Company’s personnel and review of various documents
prepared by the Management Company to comply with the Code.

As part of our audit of financial statements, we are required to obtain an understanding of the
accounting and internal control systems sufficient to plan the audit and develop an effective
audit approach. We are not required to consider whether the Board of Directors’ statement on
internal control covers all risks and controls or to form an opinion on the effectiveness of such
internal controls, the Fund's corporate governance procedures and risks.

The Code requires the Management Company of the Fund to place before the Audit
Commitiee, and upon recommendation of the Audit Committee, place before the Board of
Directors for their review and approval of its related party transactions distinguishing between
transactions carried out on terms equivalent to those that prevail in arm’s length transactions
and transactions which are not executed at arm’s length price and recording proper justification
for using such alternate pricing mechanism. We are only required and have ensured compliance
of this requirement to the extent of the approval of the related party transactions by the Board
of Directors upon recommendation of the Audit Committee. We have not carried out any
procedures to determine whether the related party transactions were undertaken at arm'’s length
price or not.

Based on our review, nothing has come to our attention which causes us to believe that the
Statement of Compliance does not appropriately reflect the Fund’s compliance, in all material
respects, with the best practices contained in the Code as applicable to the Fund for the year

ended 30 June 2016.
kg, Qu deditla,
Date: 31 ALb Z0ib KPMG Taseer Hadi & Co.
Chartered Accountants
Karachi

KPMG Taseer Hadi & Co,, a Partnership firm raglstarad In Pakistan
and & member frm of the KPMG network of independent member

firms affiiated with KPMG International Cooperative
["KPMG Intematonal), n Swiss sntity.

5>
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KPMG Taseer Hadi & Co. Telephone + 92 (21) 3568 5847
Chartered Accountants Fax + 82 (21) 3568 5085
Sheikh Sultan Trust Building No. 2 Internet  www.kpmg.com.pk
Beaumont Road

Karachi, 75530 Pakistan

Independent Auditors’ Report to the Unitholders
Report on the Financial Statements

We have audited the accompanying financial statements of Al Meezan Mutual Fund (“the
Fund™), which comprise the statement of assets and liabilities as at 30 June 2016, and the related
income statement and statement of comprehensive income, distribution statement, cash flow
statement, statement of movement in unitholders’ fund for the year then ended, and a summary
of significant accounting policies and other explanatory notes.

Management s responsibility for the financial statements

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

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards as applicable in Pakistan. Those
standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our judgment,
including the assessment of the risks of material misstatement of the financial statements,
whether due to fraud or error. In making those risk assessments, we considers internal control
relevant to the Fund’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Fund’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the financial statements give a true and fair view of the state of the Fund’s affairs
as at 30 June 2016, and of its financial performance, cash flows and transactions for the year
then ended in accordance with approved accounting standards as applicable in Pakistan.

KPMG Taseer Hadi & Co., a Partnership firm registered in Pakistan
and 8 member firm of the KPMG network of independent membar
firms affilisted with KPMG International Cooperative

["KPMG International”). a Swiss entity.
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Report on Other Legal and Regulatory Requirements
In our opinion, the financial statements have been prepared in accordance with the relev

provisions of the Non-Banking Finance Companies (Establishment and Regulation Rul
and Non-Banking Finance Companies and Notified Entities Regulations, 2008,

WQM%&:&.

Date: 31 AUG 2016 KPMG Taseer Hadi & Co.
Chartered Accountants
Karachi Amyn Malik
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STATEMENT OF ASSETS AND LIABILITIES

AS AT JUNE 30, 2016
2016 2015

Note (Rupees in '000)
Assets
Balances with banks 4 218,236 565,374
Investments 5 5,264,025 3,547,041
Receivable against sale of investments (net) - 30,896
Receivable on issuance and conversion of units 55,252 802,517
Dividend receivable 25,608 4,586
Deposits, prepayments and other receivables 6 5,485 6,439
Total assets 5,568,606 4,956,853
Liabilities
Payable to Al Meezan Investment Management Limited (Al Meezan)

- Management Company 7 50,502 30,084
Payable to Central Depository Company of Pakistan Limited (CDC)

- Trustee 8 613 381
Payable to Securities and Exchange Commission of Pakistan (SECP) 9 4,245 3,114
Payable to Meezan Bank Limited (MBL) 866 86
Payable on redemption and conversion of units 15,929 841,987
Accrued expenses and other liabilities 10 61,767 51,540
Payable against purchase of investments (net) 11,515 -
Dividend payable 4,772 22,750
Total liabilities 150,209 949,942
Net assets 5,418,397 4,006,911
Contingencies and commitments 12
Unitholders' fund (as per statement attached) 5,418,397 4,006,911

(Number of units)

Number of units in issue 13 301,149,646 246,069,711
(Rupees)
Net assets value per unit 17.99 16.28
The annexed notes 1 to 25 form an integral part of these financial statements.
| For Al Meezan Investment Management Limited
(Management Company)
v,
Mazhar\Sharif
Director
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INCOME STATEMENT AND
STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED JUNE 30, 2016
2016
Note (Rupeesin '000)
Income
Net realised gain on sale of investments 153,364 50,822
Dividend income 207,033 153,253
Profit on saving accounts with banks 10,773 9,237
Back end load 17 3
Other income 15 2449
371,202 215,764

Unrealised appreciation on re-measurement of investments

"at fair value through profit or loss’ (net) 5.1.1 494,807 395,282
Total income 866,009 611,046
Expenses
Remuneration to Al Meezan Investment Management Limited

(Al Meezan) - Management Company 71 89,026 65,601
Sindh Sales Tax and Federal Excise Duty on management fee 72&73 28,646 21,902
Allocated expenses 74 2,554 -
Remuneration to Central Depository Company of Pakistan
Limited (CDC) - Trustee 8 5,452 4,280
Sindh Sales Tax on trustee fee 8.1 785 -
Annual fee to Securities and Exchange Commission of Pakistan (SECP) 9 4,245 3,114
Auditors' remuneration 14 753 674
Fees and subscription 399 79
Legal and professional charges 669 &
Charity expense 10.1 2,317 2,420
Brokerage expense 6,706 3,643
Bank and settlement charges 1,656 1,364
Provision for Workers' Welfare Fund (WWF) 11 - 11,464
Total expenses 143,208 114,541
Net income from operating activities 722,801 496,505
Element of income and capital gains included in prices of

units issued less those in units redeemed (net) 18,066 65,232
Net income for the year before taxation 740,867 561,737
Taxation 19 - -
Netincome for the year after taxation 740,867 561,737
Other comprehensive income for the year
Items that can be reclassified to income statements in subsequent periods
Unrealised appreciation on re-measurement

of investments classified as 'available for sale' (net) 522 11,346 135,161
Total comprehensive income for the year 752,213 696,898
The annexed notes 1 to 25 form an integral part of these financial statements.

For Al Meezan Investment Management Limited
(Management Company)

g

Mohammad Shoaib, CFA
Chief Executive
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DISTRIBUTION STATEMENT

FOR THE YEAR ENDED JUNE 30, 2016

2016 2015
(Rupees in '000)
Undistributed income brought forward
- Realised 495,043 240,888
- Unrealised 395,282 198,627
890,325 439,515
Less: Interim distribution on June 24, 2016 for the year ended June 30, 2016
- cash dividend @ 8.2% (Re. 0.82 per unit) (235,503) -
Less: Interim distribution on June 26, 2015 for the year ended June 30, 2015
- cash dividend @ 6.8% (Re. 0.68 per unit) - (142,033)
Net income for the year 740,867 561,737
Element of (loss) / income and capital (losses) / gains included in prices of
units issued less those in units redeemed pertaining to
‘available for sale' investments (net) (1,925) 31,106
Undistributed income carried forward 1,393,764 890,325
Undistributed income carried forward
- Realised 898,957 495,043
- Unrealised 494,807 395,282
1,393,764 890,325
The annexed notes 1 to 25 form an integral part of these financial statements.
!
”ﬂ For Al Meezan Investment Management Limited
(Management Company)
phammad Shoaib, CFA Mazhar\Sharif
j f Executive Director
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& ...;b, -
STATEMENT OF MOVEMENT IN UNITHOLDE -7

FOR THE YEAR ENDED JUNE 30, 2016

Net assets at beginning of the year

Issuance of 146,524,429 units (June 30, 2015: 177,436,638 units)

Issuance of 10,676,535 Units for re - investment of cash dividend
{June 30, 2015: nil)

Redemption of 102,121,029 units (June 30, 2015 : 136,144,213 units)

Element of income and capital gains included in prices
of units issued less those in units redeemed (net)

Net realised gain on sale of investments

Unrealised appreciation in value of investments (net)
Other net income for the year

Total comprehensive income for the year

Interim distribution on June 24, 2016 for the year ended June 30, 2016
- cash dividend @ 8.2% (Re. 0.82 per unit)

Interim distribution on June 26, 2015 for the year ended June 30, 2015
- cash dividend @ 6.8% (Re. 0.68 per unit)

Total distribution
Net income for the year less distribution

Net assets at end of the year

Net assets value per unit at beginning of the year

Net assets value per unit atend of the year

The annexed notes 1 to 25 form an integral part of these financial statements.

2016 . 20
(Rupees in '000)

4,006,911 2,847,050
2,469,323 2,807,107

208,579 -
(1,765,060) (2,136,879)
912,842 670,228
(18,066) (65,232)
153,364 50,822
506,153 530,443
92,696 115,633
752,213 696,898

(235,503) -
- (142,033)
(235,503) (142,033)
516,710 554,865
5,418,397 4,006,911

(Rupees)

16.28 13.90

17.99 16.28

For Al Meezan Investment Management Limited

(Management Company)

g

Mohammad Shoaib, CFA
Chief Executive
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CASH FLOW STATEMENT

FOR THE YEAR ENDED JUNE 30, 2016

CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the year

Adjustments for:

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

Element of income and capital gains included in prices of

units issued less those in units redeemed (net)

(Increase) / decrease in assets

Investments (net)

Receivable against sale of investments (net)
Dividend receivable

Deposits, prepayments and other receivables

Increase / (Decrease) in liabilities

Payable to Al Meezan Investment Management Limited (Al Meezan)
- Management Company

Payable to Central Depository Company of Pakistan Limited (CDC)
-Trustee

Payable to Securities and Exchange Commission of Pakistan (SECP)

Payable to Meezan Bank Limited (MBL)

Accrued expenses and other liabilities

Payable against purchase of investments (net)

Net cash used in operating activities

CASH FLOWS FROM FINANCING ACTIVITIES

Receipts against issuance and conversion of units

Payment against redemption and conversion of units

Dividend paid

Net cash generated from financing activities

Net (decrease) / increase in cash and cash equivalents during the year
Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

The annexed notes 1 to 25 form an integral part of these financial statements.

2016

2015

(Rupees in'000)

For Al Meezan Investment Management Limited

(Management Company)

740,867 561,737
(494,807) (395,282)
(18,066) (65,232)
227,994 101,223
(1,210,831) (223,770)
30,896 46,950
(21,022) (2,071)
954 (364)
(1,200,003) (179,255)
20,418 15,745
232 71
1,131 768
780 86
10,227 23,136
11,515 (41,724)
44,303 (1,918)
(927,706) (79,950)
3,425,167 2,004,590
(2,591,118) (1,319,548)
(253,481) (124,107)
580,568 560,935
(347,138) 480,985
565,374 84,389
218,236 565,374
W,
Mazhar\Sharif
Director
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2016

1. LEGAL STATUS AND NATURE OF BUSINESS

1.1 Al Meezan Mutual Fund (the Fund) was constituted by virtue of a scheme of arrangement for conversion
of Al Meezan Mutual Fund Limited (AMMFL) into an Open End Scheme under a Trust Deed executed between
Al Meezan Investment Management Limited (Al Meezan) as Management Company and Central Depository
Company of Pakistan Limited (CDC) as Trustee. The Trust Deed was executed on June 17,2011 in accordance
with the provisions of the Non-Banking Finance Companies and Notified Entities Regulations, 2008 (the
NBFC Regulations). The Management Company has been licensed by the Securities and Exchange Commission
of Pakistan (SECP) to act as an Asset Management Company under the Non-Banking Finance Companies
(Establishment and Regulations) Rules, 2003 (the NBFC Rules) through a certificate of registration issued by
the SECP. The registered office of the Management Company of the Fund is situated at Ground Floor, Block
'B, Finance and Trade Centre, Shahrah-e-Faisal, Karachi 74400, Pakistan.

1.2 The Fund has been formed to provide the unitholders safe and stable stream of halal income on their
investments and to generate superior long-term risk adjusted returns. The Fund shall also keep an exposure
in short-term instruments for the purpose of maintaining liquidity and to capitalise on exceptional returns
if available at any given point of time. The objective of the Fund is to provide the maximum total return to
the unitholders from investment in "Shariah Compliant” equity investments for the given level of risk, while
abiding by the regulations and any other prevailing rules and regulations. At least seventy percent of its net
assets shall remain invested in listed equity securities during the year based on quarterly average investment
calculated on daily basis. The remaining net assets shall be invested in cash and near cash instruments. Under
the Trust Deed, all conducts and acts of the Fund are based on Shariah. Meezan Bank Limited (MBL) acts as its
Shariah Advisor to ensure that the activities of the Fund are in compliance with the principles of Shariah.

1.3  The Fund is an open-end fund listed on the Pakistan Stock Exchange Limited (formerly Karachi Stock Exchange
Limited). Units of the Fund 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 an Equity Scheme.

1.4 The Management Company of the Fund has been given quality rating of AM2++ by JCR-VIS Credit Rating
Company Limited.

1.5 Title of the assets of the Fund is held in the name of CDC as a Trustee of the Fund.
2. BASIS OF PRESENTATION

The transactions undertaken by the Fund in accordance with the process prescribed under the Shariah
guidelines issued by the Shariah Advisor are accounted for on substance rather than the form prescribed
by the aforementioned guidelines. This practice is being followed to comply with the requirements of
approved accounting standards as applicable in Pakistan.

2.1 Statement of compliance

These financial statements have been prepared in accordance with the approved accounting standards as
applicable in Pakistan. Approved accounting standards comprise of such International Financial Reportin
Standards (IFRS) issued by the International Accounting Standards Board (IASB) as are notified under the
Companies Ordinance, 1984, the Non Banking Finance Companies Rules, 2003 (the NBFC Rules), the Non-
Banking Finance Companies and Notified Entities Regulations, 2008 (the NBFC Regulations) and directives
issued by the SECP. Wherever, the requirement of the NBFC Rules, the NBFC Regulations and the said directives

differ with the requirements of these standards, the requirements of the NBFC Rules, the NBFC Regufatious_

and the said directives shall prevail.
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2.2 Basis of measurement

These financial statements have been prepared on the basis of historical cost convention except that
investments classified as 'at fair value through profit or loss' and 'available for sale' which are measured at
fair value.

2.3  Functional and presentation currency

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

2.4 Critical accounting estimates and judgements

The preparation of financial statements in conformity with approved accounting standards requires the use
of critical accounting estimates. It also requires the Management Company to exercise its judgement in the
process of applying the Fund's accounting palicies. Estimates and judgments are continually evaluated and
are based on historical experience, including expectations of future events that are believed to be reasonable
in the circumstances. The areas involving a higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the financial statements are as follows:

a) Classification and valuation of financial instruments (notes 3.1 and 5);
b) Impairment of financial instruments (note 3.1.6);

¢)  Recognition of provision for Workers' Welfare Fund (note 11); and

d) Taxation (note 3.4 and 19)

2.5 New, amended and revised standards and interpretations of IFRSs

During the year, IFRS 10 "Consolidated Financial Statements”, IFRS 11 "Joint Arrangements”, IFRS 12 "Disclosure
of Interest in Other Entities" and IFRS 13 "Fair Value Measurement” became effective for financial periods
beginning on or after 1 January 2015. IFRS 10, IFRS 11 and IFRS 12 did not have any impact on the Fund's
financial statements. The effect of IFRS 13 "Fair Value Measurement” are disclosed in note 18 to these financial
statements.

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

The following standards, amendments and interpretations of approved accounting standards will be effective
for accounting periods beginning on or after 01 July 2016:

- Amendments to 1AS 38 'Intangible Assets' and IAS 16 'Property, Plant and Equipment’ (effective for annual
periods beginning on or after 1 January 2016) introduce severe restrictions on the use of revenue-based
amortization for intangible assets and explicitly state that revenue-based methods of depreciation cannot
be used for property, plant and equipment. The rebuttable presumption that the use of revenue-based
amortization methods for intangible assets is inappropriate can be overcome only when revenue and
the consumption of the economic benefits of the intangible asset are ‘highly correlated, or when the
intangible asset is expressed as a measure of revenue. The amendments are not likely to have an impact
on Fund’s financial statements.

- Investment Entities: Applying the Consolidation Exception (Amendments to IFRS 10 - 'Consolidated
: Financial Statements' and IAS 28 - 'Investments in Associates and Joint Ventures') [effective for annual
o periods beginning on or after 1 January 2016) clarifies (a) which subsidiaries of an investment entity are
. consolidated; (b) exemption to present consolidated financial statements is available to a parent entity
thatis a subsidiary of an investment entity; and (c) how an entity that is not an investment entity should

-
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W‘mutual fund

- Accounting for Acquisitions of Interests in Joint Operations - Amendments to IFRS 11 Joint Arran'geméﬁti'-'f y
(effective for annual periods beginning on or after 1 January 2016) clarify the accounting for theacquisition
of an interest in a joint operation where the activities of the operation constitute a business. They require; 3
an investor to apply the principles of business combination accounting when it acquires an interestin _ Ll
a joint operation that constitutes a business. The amendments are not likely to have an impact on Fund'’s
financial statements.

- Amendment to IAS 27 ‘Separate Financial Statements’ (effective for annual periods beginning on or after
1 January 2016) allows entities to use the equity method to account for investments in subsidiaries, joint
ventures and associates in their separate financial statements. The amendment is not likely to have an
impact on Fund’s financial statements.

- Agriculture: Bearer Plants [Amendment to IAS 16 and IAS 41] (effective for annual periods beginning on
or after 1 January 2016). Bearer plants are now in the scope of IAS 16 Property, Plant and Equipment for
measurement and disclosure purposes. Therefore, a company can elect to measure bearer plants at cost.
However, the produce growing on bearer plants will continue to be measured at fair value less costs to
sell under IAS 41 Agriculture. A bearer plant is a plant that: is used in the supply of agricultural produce;
is expected to bear produce for more than one period; and has a remote likelihood of being sold as
agricultural produce. Before maturity, bearer plants are accounted for in the same way as self-constructed
items of property, plant and equipment during construction. The amendments are not likely to have an
impact on Fund's financial statements.

- Amendments to IAS 12 ‘Income Taxes' are effective for annual periods beginning on or after 1 January
2017. The amendments clarify that the existence of a deductible temporary difference depends solely
on a comparison of the carrying amount of an asset and its tax base at the end of the reporting period,
and is not affected by possible future changes in the carrying amount or expected manner of recovery
of the asset. The amendments are not likely to have an impact on Fund'’s financial statements.

- Amendments to IAS 7 'Statement of Cash Flows' are part of IASB’s broader disclosure initiative and are
effective for annual periods beginning on or after 1 January 2017. The amendments require disclosures
that enable users of financial statements to evaluate changes in liabilities arising from financing activities,
including both changes arising from cash flow and non-cash changes.

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

Annual Improvements 2012-2014 cycles (amendments are effective for annual periods beginning on or after
1 January 2016). The new cycle of improvements contain amendments to the following standards:

- IAS 32 'Financial Instruments: Presentation’ - is amended to clarify that IAS 12 'Income Taxes' applies to
the accounting for income taxes relating to distributions to holders of an equity instrument and transaction
costs of an equity transaction. The amendment removes a perceived inconsistency between IAS 32 and
IAS 12.

ANNUAL REPORTS 2016 p 99
TR

I




- IFRS 5 'Non-current Assets Held for Sale and Discontinued Operations'. IFRS 5 is amended to clarify that
if an entity changes the method of disposal of an asset (or disposal group) i.e. reclassifies an asset from
held for distribution to owners to held for sale or vice versa without any time lag, then such change in
classification is considered as continuation of the original plan of disposal and if an entity determines
that an asset (or disposal group) no longer meets the criteria to be classified as held for distribution, then
it ceases held for distribution accounting in the same way as it would cease held for sale accounting.

- IFRS 7 'Financial Instruments- Disclosures' IFRS 7 is amended to clarify when servicing arrangements on
continuing involvement in transferred financial assets in cases when they are derecognized in their
entirety are in the scope of its disclosure requirements. IFRS 7 is also amended to clarify that additional
disclosures required by ‘Disclosures: Offsetting Financial Assets and Financial Liabilities (Amendments
to IFRS 7)’ are not specifically required for inclusion in condensed interim financial statements for all
interim periods.

- IAS 19 'Employee Benefits' IAS 19 is amended to clarify that high quality corporate bonds or government
bonds used in determining the discount rate should be issued in the same currency in which the benefits
are to be paid.

IAS 34 Interim Financial Reporting. IAS 34 is amended to clarify that certain disclosures, if they are not
included in the notes to interim financial statements and disclosed elsewhere should be cross referred.

The above amendments are not likely to have an impact on Fund's financial statements.
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are set out below.
These policies have been consistently applied to all periods presented, unless otherwise stated.

3.1 Financial instruments
3.1.1 Classification

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

(a) Financial instruments as 'at fair value through profit or loss’

An instrument is classified as 'at fair value through profit or loss' if it is held for trading or is designated
as such upon initial recognition. Financial instruments are designated as 'at fair value through profit or
loss' if the Fund manages such investments and makes purchase and sale decisions based on their fair
value in accordance with the Fund's documented risk management or investment strategy. Financial
assets which are acquired principally for the purpose of generating profit from short term price fluctuation
or are part of the portfolio in which there is recent actual pattern of short term profit taking are classified
as held for trading or a derivative.

Financial instruments as 'at fair value through profit or loss' are measured at fair value, and changes
therein are recognised in Income Statement.

All derivatives in a net receivable position (positive fair value), are reported as financial assets held for
' : trading. All derivatives in a net payable position (negative fair value), are reported as financial liabilities
h B held for trading.
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(b) Loans and receivables

These are non-derivative financial assets with fixed or determinable payments that are not quot :
active market, other than those classified by the Fund as at 'fair value through profit or loss' or'available
for sale'

(c) Available for sale

These are non-derivatives financial assets that are either designated in this category or are not classified
in any of the other categories mentioned above.

3.1.2 Regular way contracts

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

3.1.3 Recognition

The Fund recognises financial assets and financial liabilities on the date it becomes a party to the contractual
provisions of the instrument.

Financial liabilities are not recognised unless one of the parties has performed its part of the contract or the
contract is a derivative contract.

3.1.4 Measurement

Financial instruments are measured initially at fair value (transaction price) plus, in case of a 'financial asset
or financial liability not at fair value through profit or loss, transaction costs that are directly attributable to
the acquisition or issue of the financial asset or financial liability. Transaction costs on 'financial assets and
financial liabilities at fair value through profit or loss' are charged to the Income Statement immediately.

Subsequent to initial recognition, instruments classified as financial assets at ' fair value through profit or
loss' and 'available for sale' are measured at fair value. Gains or losses arising from changes in the fair value
of the 'financial assets at fair value through profit or loss' are recognised in the Income Statement. The
changes in the fair value of instruments classified as 'available for sale' are recognised in other comprehensive
income until derecognised or impaired when the accumulated fair value adjustments recognised in other
comprehensive income are transferred to Income Statement through other comprehensive income.

Financial assets classified as 'loans and receivables' are carried at amortised cost using the effective yield
method, less impairment losses, if any.

Financial liabilities, other than those at 'fair value through profit or loss', are measured at amortised cost
using the effective yield method.

3.1.5 Fair value measurement principles and provisions

The fair value of shares of listed companies is based on their price quoted on the Pakistan Stock Exchange
Limited (formerly Karachi Stock Exchange Limited) at the reporting date without any deduction for estimated
future selling costs. The preference shares received as dividend in specie are carried at cost.

3.1.6 Impairment

Impairment loss on investment other than 'available for sale' is recognised in the Income Statement whenever 1
the carrying amount of investment exceed:s its recoverable amount. If in a subsequent peﬂod,_{t,hg;qmouri‘t?—"
of an impairment loss recognised decreases the impairment is reversed through the Income Stateme
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In case of equity investment classified as 'available for sale’, a significant or prolonged decline in the fair
value of the equity security below its cost is considered an indicator that the securities are impaired.
Impairment loss on investment is recognised in the Income Statement whenever the acquisition cost of
investment exceeds its recoverable amount. Impairment losses recognised on equity securities in the Income
Statement are not reversed subsequently in the Income Statement.

3.1.7 Derecognition

The Fund derecognises a financial asset when the contractual rights to the cash flows from the financial asset
expire or it transfers the financial asset and the transfer qualifies for derecognition in accordance with IAS 39.

A financial liability is derecognised when the obligation specified in the contract is discharged, cancelled
or expired.

3.1.8 Offsetting of financial instruments
Financial assets and financial liabilities are set off and the net amount is reported in the Statement of Assets
and Liabilities if the Fund has a legal right to set off the transaction and also intends either to settle on a net
basis or to realise the asset and settle the liability simultaneously.

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

3.3 Netassets value per unit

The net assets value (NAV) per unit, as disclosed on the Statement of Assets and Liabilities, is calculated by
dividing the net assets of the Fund by the number of units in issue at year end.

3.4 Taxation
Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit or
loss account except to the extent that it relates to items recognised directly in other comprehensive income
in which case it is recognised in other comprehensive income.
Current
Provision for current taxation is based on taxable income at the enacted or substantively enacted rates of
taxation after taking into account available tax credits and rebates, if any. The charge for current tax includes
adjustments to charge for prior years, which arises from assessments / developments during the year.
Deferred
Deferred tax is accounted for using the balance sheet liability method in respect of all temporary differences
arising from differences between the carrying amount of assets and liabilities in the financial statements

and the corresponding tax bases used in the computation of the taxable profit.

The deferred tax liabilities are generally recognised for all taxable temporary differences and deferred tax
assets are recognlsed to the extent that it is probable that taxable prof’ ts will be available against which the
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Deferred tax is calculated at the rates that are expected to apply to the period when the dlﬁ’eren C
based on enacted tax rates.

The income of the Fund is exempt from income tax under clause 99 of Part | to the Second Schedu
Income Tax Ordinance, 2001 subject to the condition that not less than 90 percent of its accounting income
for the year, as reduced by capital gains, whether realised or unrealised, is distributed amongst the unitholders:,
Provided that, for the purpose of determining distribution of at least 90 percent of the accounting income,
the income distributed through bonus units shall not be taken into account.

The Fund is also exempt from the provisions of section 113 (minimum tax) under clause 11A of Part IV to
the Second Schedule of the Income Tax Ordinance, 2001. Accordingly Supertax introduced in Finance Act,
2015 is also not applicable on funds (Section 4B of Income Tax Ordinance, 2001).

Revenue recognition

() Gains/ (losses) arising on sale of investments are included in the Income Statement currently on the
date when the transaction takes place.

(i) Dividend income is recognised when the Fund's right to receive the same is established i.e. on the date
of book closure of the investee company / institution declaring the dividend.

(iii)  Profit on bank deposit is recognised on time proportion basis using effective yield method.
Expenses

All expenses, including Management fee, Trustee fee and Securities and Exchange Commission of Pakistan
fee are recognised in the Income Statement as and when incurred.

Earnings per unit

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

Cash and cash equivalents

Cash and cash equivalents are carried in the Statement of Assets and Liabilities at cost. Cash comprises
current and saving accounts with banks. Cash equivalents are short-term highly liquid investments that are
readily convertible to known amounts of cash, are subject to an insignificant risk of changes in value, and
are held for the purpose of meeting short-term cash commitments rather than for investment or other
purposes.

Unitholders' Fund

Unitholders' fund representing the units issued by the Fund, is carried at the redemption amount representing
the investors' right to residual interest in the Fund's assets.

Issuance and redemption of units

Units issued are recorded at the offer price, determined by the Management Company for the applications
received by the distributors during business hours of the day when the application is received. The offer
price represents the net assets value of the units as of the close of that business day plus the allowable sales
load, provision of duties and charges and provision for transaction costs, if applicable. The aal&s lqad@f
payable to the distributor and the Management Company. .




Units redeemed are recorded at the redemption price prevalent on the date on which the distributors receive
redemption application during business hours on that date. The redemption price represents the net asset
value per unit, as of the close of the business day, less any duties, taxes, charges on redemption and any
provision for transaction costs, if applicable.

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

An equalisation account called ‘element of income / (loss) and capital gains / (losses)' included in prices of
units issued less those in units redeemed is set up in order to prevent the dilution of income per unit 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 issued and redeemed during an accounting period which pertains to unrealised gains / (losses) held
in the unitholders' funds in a separate 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
unitholders. 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 recognised in the Income Statement.

Distribution

Distribution including bonus units are recognised in the year in which they are approved.

BALANCES WITH BANKS
2016 2015
Note (Rupees in'000)
On current accounts 11,992 11,774
On saving accounts 4.1 206,244 553,600
218,236 565,374

The balance in saving accounts have an expected profit ranging from 2.50% to 6.20% (2015: 3.79% to 7.3%)
perannum.

2016 2015
INVESTMENTS Note (Rupees in '000)
Investments at 'fair value through profit or loss’ 5.1 4,316,510 2,476,199
Investment - 'available for sale' 5.2 947,515 1,070,842

5,264,025 3,547,041

Investments at 'fair value through profit or loss

Ordinary shares - held for trading 5.1.1 4,316,510 2,460,878
Preference shares - fair value through profit or loss
upon initial recognition 5.1.2 - 15,321

4,316,510 2,476,199
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5.1.1 Ordinary shares - held for trading

Asat
July 01,
Name of the investee company 2015
Sector / Companies
Commercial Banks
Meezan Bank Limited
(an associate of the Fund) 419
Cement ! "
Attock Cement Pakistan Limited 176,121 . = 166,400 9,721 1,853 2320 467 004 o
DG Khan Cement Company Limited 4,305 882,100 = 200,000 686405 110,580 130,753 20173 248 — .'!
Fauji Cement Company Limited 5,983,000 B60,000 - 1,587,000 5256000 184,469 188,165 3,696 357 " |
Kohat Cement Company Limited 341,000 194,400 - 70,000 465,400 98,355 121,898 23,543 232 o 1
Cherat Cement Company Limited 661,440 854,500 - - 1,515,940 139,030 181,261 42,231 344
Lucky Cement Company Limited 8,390 278,000 = 80,000 206390 118676 133846 15,170 254
Maple Leaf Cement Company Limited 475000 1572500 - 1,130,000 917,500 72,640 96,805 24,165 184
Pakcem Limited (formerly Lafarge Pakistan) o 500,000 - 114,000 386,000 8,087 6817 1.270) 013
Pioneer Cement Limited 532,000 566,500 - i 1,098,500 96,662 17979 21317 224
18.60
Oil and Gas Exploration Companies
Pakistan Oilfields Limited 164,151 248,600 = 45,000 367,751 119,568 127,786 8218 243
0il & Gas Development Company Limited. - 700,000 - 50,000 650,000 85,582 89,746 4,164 1.70
Pakistan Petroleum Limited 377,21 1,262,300 - 947,188 692,233 89,877 107331 17454 204
Mari Petroleum Company Limited 149,700 185,600 - 25,000 310300 178,165 281,821 103,656 535
11.52
0il & Gas Marketing Companies
Attock Petroleum Limited 61,500 - - = 61,500 34,884 26,909 (7,975) 051
Pakistan State Oil Company Limited 483,120 174,800 - 246,000 411,920 152,006 154,659 2653 294
Sui Northern Gas Pipeline Limited 850,000 955,000 - 1,805,000 - - - - -
Hascol Petroleum Limited (note 12.1) 227,550 451,000 88710 583,400 183,860 20778 35921 15143 068
413
Engineering
Crescent Steel & Allied Product Limited - 491,100 - 50,000 441,100 49,840 50,554 714 096
Amreli Steels Limited - 619,500 - - 619,500 33ne 29129 (3,990) 055
K.S.B. PUMPS Company Limited - 65400 - - 65,400 16,504 15,935 (569) 030
181
Automobile Assembler
Indus Motor Company Limited 87,264 18,100 - 24,550 80814 98,330 75928 (22,402) 144
Honda Atlas Cars Pakistan Limited 267,500 70,000 - 100,000 237,500 54,448 85,284 30,836 162
Millat Tractors Limited 16,500 50,000 5,750 60,750 37,744 34643 (3,101) 066
Pak Suzuki Moter Company Limited 83,689 - - 80,700 2,989 1,303 1,142 (161) 002
3.74
A bile Parts and A ies
Agriautos Industries Limited (note 5.1.1.1) 6,460 . - 6,440 20 4 4 = m
Thal Limited {note 5.1.1.1) 55613 62,000 - - 117613 31,746 33287 1,541
0.63
Technology and C icati
Pakistan Telecommunication
Company Limited "A" 1,581,670 1,331,000 = 2,893,000 19,670 344 29 {48) 0.01
Chemicals
Sitara Chemical Industries Limited 500 106,500 = = 107,000 38,168 38948 780 074
ICI Pakistan Limited 50,022 - - - 50,022 21,453 22261 808 042
Dynea Pakistan Limited - 1,000 - - 1,000 50 46 @ -
Ghani Gases Limited - 336,000 - 71,500 264,500 6,085 5182 (903) 0.0
126
Fertilizer
Fauji Fertilizer Company Limited 82,401 600,000 = 682,200 201 26 23
Engro Fertilizers Limited 805,000 4,506,000 - 1,029,000 4,282,000 280,149 276,103
Engro Corporation Limited (note 5.1.1.2) 1,219,500 584,900 - 335000 1469400 438,463 489,265
Fatima Fertilizer Company Limited 686,000 600,000 - 1,286,000 - - -
Dawood Hercules Corporation Limited = 605,200 = = 605,200 70,400 90,096
Paper and Board
Packages Limited 152,700 140,000 - 10,000 282,700 166,019 179,859
Cherat Packaging Limited - 108,900 - - 33,202 37,219
Household goods
Tarig Glass Industries Limited - 50,000 - 50,000
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Percentage in
Asat Purchases | Bonus/ Sales Asat Konying || chwnes "':::::' relation to
— Julyor, during right duringthe | June3o0, u‘: ;‘:n 2 L4 ) “",;';; B i | MarketValue of
lame nvestee company 2015 the year issue year 2016 30,2016 2016 30,2016 Total
(Number of shares) ----------—-- | . (Rupees in '000)-------—- | ---—- %B------
Food and personal care products
Engro Foods Limited 632,000 473,000 = 981,000 124,000 19,265 20,253 988 038
Al-Shaheer Corporation Limited (note 12.1) - 647,000 144,200 50,000 741,200 50,656 38,698 (11,958) 074
112
Power Generation and Distribution
Hub Power Company Limited 1,739,500 1,510,000 - 792,500 2457,000 260,912 294,987 34,075 5.60
Kot Addu Power Company Limited - 654,500 - 313,000 341,500 26812 30479 3,667 058
Pakgen Power Limited 130,000 203,500 - 333,500 - - - - -
Kohinoor Energy Limited 144,000 - - 39,500 104,500 5277 4305 (972) 0.08
Lalpir Power Limited 1,037,000 300,000 - 344,000 993,000 30,177 21548 (8,629) 041
K-Electric Limited (note 5.1.1.1) 3,995,000 18,225,000 2,866,000 19,354,000 150,695 155,993 5,298 296
9.63
Cable and Electrical Goods
Pak Elektron Limited 1575000 2,202,500 - 2261500 1,516,000 99,582 98,009 (1,573) 1.86
Pharmaceuticals
Abbott Laboratories Pakistan Limited 51,200 92,000 - - 143,200 93,885 107,973 14,088 205
The Searle Company Limited (note 12.1) 163,800 113,480 56,404 142,500 191,184 55,397 102,504 47,107 195
Ferozsons Laboratories Limited 25,150 32350 - 8100 49,400 41,354 50,928 9574 097
Highnoon Laboratries Limited (note 12.1) - 79,400 5292 45,300 39,392 11,776 22,707 10,931 043
5.40
Textile Composite
Kohinoor Textile Mills Limited - 60,000 - - 60,000 4,800 4,802 2 009
Nishat Mills Limited 876,800 150,000 - 1,014,500 12,300 1323 1327 4 003
0.12
Refinery
Attock Refinery Limited 40000 616,800 - 475000 181,800 40,470 50929 10459 m
National Refinery Limited 1,800 175,000 - 176,800 - - - -
0.97
Miscellaneous
Shifa Intemational Hospital Limited 18,600 116,290 - 16,000 139,490 40,713 41847 1,124 0.79
Total 3,821,703 4,316,510 494,807
Total cost of investments - 'held for trading' 3,442,141

5.1.1.1 All shares have a nominal value of Rs. 10 each except for the shares of Agriautos Industries Limited and Thal
Limited which have a nominal value of Rs. 5 each and K-electric having nominal value of Rs. 3.5 each.

5.1.1.2 150,000 shares (2015: 150,000 shares) of Engro Corporation Limited, having market value of Rs 49.95 million
(2015: Rs 44.52 million) as at June 30, 2016, have been pledged as collateral in favour of National Clearing
Company of Pakistan Limited against exposure margins and mark to market losses.

5.1.2 Preference shares - fair value through profit or loss upon initial recognition

2015
Number Carrying
Name of Security of value
Shares (Rupees
in '000)
Mari Petroleum Company Limited - at carrying value 1,532,119 15,321
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5.21

5.2.2

Available for sale - Shares of listed companies

Asat Purchases Bonus / Sales As at
Julyo1, right during the June 30,
Name of the investee company 2015 the year issue year 2016
--------------- (Number of shares) -----—-—-—--

Sector / Companies

Commercial Banks

Bank Islami Pakistan Limited 875 - - 875

Cement

Lucky Cement Company Limited 620,127 = - 155,100 465,027 162,848 301,575 138,727

D.G. Khan Cement Company Limited 111,000 - - 107,500 3,500 289 667 378

Power Generation and Distribution

The Hub Power Company Limited 2,580,500 - - 1,134,900 1,445,600 88,457 173,559 85,102 330

Oil and gas Exploration Companies

Pakistan Qilfields Limited 31,340 - 31,340 8,089 10,890 2,801 021

Pakistan Petroleum Limited 43112 43,112 - - - - -
0.21

Oiland Gas Marketing Companies

Attock Petroleum Limited 240 = = = 240 83 105 2 m

Pakistan State Oil Company Limited 3N47 - 37,147 101,077 139350 38273
2.65

Automobile Assembler

Honda Atlas Cars Pakistan Limited - 96,000 - 96,000 32982 34472 1,490 065

Indus Motor Company Limited 16,200 = = = 16,200 3,961 15221 11,260 029
0.94

Automobile Parts and A ies

Agriautos Industries Limited (note 5.2.1) 158,000 96,900 254,900 - -

Fertilizer

Fauji Fertilizer Company Limited 5457 - - 5,000 457 36 52 16

Fauji Fertilizer Bin Qasim Limited 1,685 1,685 - - - -

Chemical

ICl Pakistan Limited 91,557 = - - 91,557 34618 40,745 6127 0.77

Paper and Board

Packages Limited 401,378 38,500 362878 186,266 230,870 44,604 4.39

Total 618,712 947,515 328,803

Total cost of investments - "available for sale’ 618,712

All shares have a nominal value of Rs.10 each except for the shares of Agriautos Industries Limited which has
a nominal value of Rs. 5 each.

Net unrealised appreciation on re-measurement of investment classified as 'available for sale’

Market value of investments

Less: Cost of investments

Note

Less: Net unrealised appreciation on re-measurement of investments
classified as 'available for sale' at beginning of the year
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2016 2015
(Rupees in '000)
947,515 1,070,842
618,712 753,385
328,803 317,457
317,457 182,296

11,346 135,161




6. DEPOSITS, PREPAYMENTS AND OTHER RECEIVABLES

2016 2015
Note (Rupees in '000)
Security deposits 2,738 2,738
Profit receivable on saving accounts with banks 2,747 3618
Prepaid rating fee 5 83
5,485 6,439
7. PAYABLE TO AL MEEZAN INVESTMENT MANAGEMENT
LIMITED - Management Company

Management fee 7.1 8,744 5,981
Sindh Sales Tax and Federal Excise Duty on management fee 72&73 37,212 20,702
Sales load 292 1,213
Sindh Sales Tax and Federal Excise Duty on sales load 72&73 3,813 2,188

Allocated expense 74 441 -
50,502 30,084

7.1  Asperregulation 61 of amended Non-Banking Finance Companies and Notified Entities Regulations, 2008
(the NBFC Regulations), the Management Company of the Fund is entitled to an accrued remuneration
equal to an amount not exceeding 2 percent of average annual net assets in case of Equity Scheme. The
remuneration of the Management Company has been charged at the rate of two percent per annum for the
year ended 30 June 2016.

7.2 The Sindh Provincial Government has levied Sindh Sales Tax (SST) on the remuneration of the Management
Company and sales load through Sindh Sales Tax on Services Act 2011 effective from July 1, 2011. During
the year SST at the rate of 14 percent (till 30 June 2015: 15 percent) was charged on the remuneration of
Management Company and sales load.

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

The SHC while disposing the Constitutional Petition No. D-3184 of 2014 relating to levy of FED on Mutual
Funds has declared the said provisions to be ultra vires and as a result no FED is payable with effect from
01 July 2011. The Management Company, on abundant caution has not reversed the provision for FED
recognized in the year, as they are of the view that the Federal Government still reserve the right to appeal
against the said order.

Furthermore, the mutual funds have been excluded from levy of FED vide Finance Act, 2016, hence, effective
from 1 July 2016, no provision of FED will be recognised in the financial statements of the Fund.

As a matter of abundant caution, the Management Company has made a provision with effect from June
13, 2013, aggregating to Rs. 34.25 million (June 2015 : 18.61 million) had the provision not being made, the
Net Asset Value per unit of the Fund as at June 30, 2016 would have been higher by Rs. 0.11 per unit (June
30, 2015: Rs. 0.08 per unit).
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7.4

8.1

10.
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During the current year, a statutory notification (S.R.0. No. 1160 (I)/2015 dated November 2548
issued by the Securities and Exchange Commission of Pakistan (SECP), which introduced amendmentsin |
Banking Finance Companies and Notified Entities Regulations, 2008. As a result of these amendments,

Management Company may charge fees and expenses related to registrar services, accounting, operations aﬂ& i '

valuation services, related to Collective Investment Schemes (CIS) upto a maximum of 0.1% of average annual
net assets of the Scheme. Accordingly, such expenses have been charged effective from December 16, 2015.

PAYABLE TO CENTRAL DEPOSITORY COMPANY OF PAKISTAN LIMITED (CDC) - Trustee

The Trustee is entitled to a monthly remuneration for services rendered to the Fund under the provisions
of the Trust Deed in accordance with the tariff specified therein, based on the daily net asset value of the Fund.

The remuneration of the Trustee for the year ended June 30, 2016 and 2015 has been calculated as per the
following applicable tariff:

Net assets Tariff
From Rs 1 million to Rs 1,000 million Rs 0.7 million or 0.20% per annum of NAV, whichever is higher.

On amount exceeding Rs 1,000 million  Rs 2.0 million plus 0.10% per annum of NAY, on amount exceeding
Rs 1,000 million.

In the current year, a notification (SRB-3-4/TP/01/2015/86554 dated June 13, 2015) was issued by Sindh
Revenue Board (SRB), which introduced amendments in Sindh Sales Tax on Services Act, 2011. These
amendments are applicable from July 01, 2015. As a result of these amendments, the Fund recognised sales
tax on trustee fee at the rate of 14 percent.

PAYABLE TO SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN (SECP)

Under the provisions of the amended Non-Banking Finance Companies and Notified Entities Regulations
2008, a collective investment scheme categorised as an equity scheme is required to pay an annual fee to
the SECP, an amount equal to 0.095% of the average annual net assets of the Scheme. Provided that for
Collective Investment Schemes which on quarterly average basis have at least 1,000 retail investors and
more than 50% of Net Assets are held by individual investors, provided that the maximum investment by
a single retail investor (considered eligible for calculating the threshold of 1,000) does not exceed 1% of the
Net Asset shall pay the annual fee at the rate 0.076% for the next three years from the date of notification
of these regulations.

During the year, fees charged at the rate of 0.095%. The fee is payable to the SECP within three months of
the close of the financial year.

ACCRUED EXPENSES AND OTHER LIABILITIES 2016 2015
Note (Rupees in '000)

Auditors' remuneration 580 585
Withholding tax payable 19,635 9,920
Charity payable 10.1 3,285 4,668
Zakat payable 2 349
Printing charges payable 285
Brokerage payable 2,883
Shariah advisor fee payable 269
Workers' Welfare Fund payable (WWF) 11 34,828

61,767




10.1  According to the instructions of the Shariah Advisor, any income earned by the Fund from investments
whereby portion of the investment of investee company has been made in Shariah non-compliant avenues,
such proportion of income of the Fund from those investments should be given away for charitable
purposes directly by the Fund. Accordingly, an amount of Rs. 3.285 million (June 30, 2015: Rs 4.668 million)
is outstanding in this regard. None of the directors of the Management Company were interested in any
of donees.

11. WORKERS' WELFARE FUND

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

During the year 2010, a clarification was issued by the Ministry of Labour and Manpower (the Ministry) which
stated that mutual funds are not liable to contribute to WWF on the basis of theirincome. However, on December
14,2010, the Ministry filed its response against the constitutional petition requesting SHC to dismiss the petition.
According to the legal counsel who is handling the case there is a contradiction between the aforementioned
clarification issued by the Ministry and the response filed by the Ministry in SHC.

In 2012, the Lahore High Court (LHC) in a Constitutional Petition relating to the amendments brought in
the WWF Ordinance, 1971 through the Finance Act, 2006, and the Finance Act, 2008, declared the said
amendments as unlawful and unconstitutional. In March 2013, a larger bench of SHC in various Constitutional
Petitions declared that amendments brought in the WWF Ordinance, 1971 through the Finance Act, 2006
and the Finance Act, 2008 do not suffer from any constitutional or legal infirmity. However, SHC has not
addressed the other amendments made in WWF Ordinance, 1971 about applicability of WWF to the CISs
which is still pending before the SHC.

However, the decisions of SHC (in against) and LHC ( in favour) are pending before Supreme Court therefore,
the Management Company, as a matter of abundant caution, has recognised WWF charge for the period
from January 1, 2013 to June 30, 2015 amounting to Rs. 34.83 million. Had the WWF not been provided,
the NAV per unit of the Fund would have been higher by Rs 0.12 (0.64%).

The Board of Directors of the Management Company in its meeting held on October 25, 2013 have resolved
that unrecorded accumulated WWF provision in the fund from the date of its application till December 31, 2012,
in case is required to be paid, shall be borne by Al Meezan Investment Management Limited (Management
Company of the Fund). Therefore, the Fund is not exposed to this unrecorded accumulated WWF provision. The
unrecorded accumulated provision for WWF up to December 31, 2012 is Rs. 24.534 million.,

The mutual funds have been excluded from levy of WWF vide Finance Act, 2015, hence, effective from July
1, 2015, no provision of WWF has been made in the Fund. The matter regarding previous years would
either need to be clarified by Regulatory bodies or Courts.

12. CONTINGENCIES AND COMMITMENTS

12.1 The Finance Act, 2014, introduced amendments to Income Tax Ordinance, 2001. As a result of these

amendments, companies are liable to withhold bonus shares at the rate of 5 percent. These shares will be
| released upon payments of tax by shareholders. The value of tax will be computed on the basis of day-
[ll : ‘end price on the first day of book closure.
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theerrustees in the High Court of Sindh, challenglng the applicability of withholding tax prowsio_b on
bonus shares received by CISs, which is pending adjudication. The petition is based on the fact that beeause ) {
CISs are exempt from deduction of income tax under Clause 99 Part | to the Second Schedule of the Incomie
Tax Ordinance 2001, the withholding tax provision should not be applicable on bonus shares receivedby i
ClISs. A stay order has been granted by the High Court of Sindh in favour of CISs. AN

In the current year, Al Shaheer Corporation Limited, Highnoon Laboratories Limited, The Searle Company
Limited and Hascol Petroleum Limited (June 30, 2015: Mari Petroleum Limited and Hascol Petroleum
Limited) issued bonus shares after withholding 5 percent shares on account of tax on bonus shares. These
have not been deposited with the Government Treasury due to pending adjudication of the aforementioned
Constitutional Petition and the stay order. Further, proceedings in respect of monitaring of withholding
tax is in progress for Tax Year 2013. The Management is confident that the outcome of the proceedings
will not result in any additional tax liability.

12.2 The Finance Act, 2015 inserted a new section 4B “Super Tax for Rehabilitation of Temporarily Displaced
Persons” (Super Tax) for tax year 2015. Super Tax was imposed for Tax Year 2015 on banking companies
at the rate of 4 percent of the income and on all other tax payers having income equal to or exceeding
Rs. 500 million at 3 percent of the income. Furthermore, the provision of the said section has also been
inserted through the Finance Act, 2016.

During the year, the Management Company has received an order under the aforementioned section for
recovery of super tax not paid with return of income in respect of the Fund for the tax year 2015. The
Assistant Commissioner considered that the Fund was required to pay super tax as the income of the Fund
was more than Rs. 500 million and raised a demand of Rs. 18.258 million in this respect.

The Management Company had filed appeal before Commissioner Inland Revenue (Appeals - ) which
was decided against the Management Company. Therefore, the Management Company has filed an appeal
against the decision in the Appellate Tribunal Inland Revenue which is pending. The Management Company
has obtained a stay order from the Sindh High Court for not taking any coercive action on the basis of
impugned order. Subsequently the said stay order expired on July 10, 2016, Next hearing was fixed on
July 11, 2016, but was not occured due to non availability of bench and was adjourned till end of August 2016.

The management, based on consultation with legal advisor and Mutual Fund Association of Pakistan
(MUFAP), is of the view that the Management Company has strong ground that the income of the Funds
is exempt from tax under clause 99 of Part | of the Second Schedule to the Income Tax Ordinance, 2001,
therefore, super tax under the provision of the Income Tax Ordinance, 2001 is not applicable to the Funds.

No provision was made for super tax in the financial statements of the Funds for the year ended June 30,
2016 and June 30, 2015 as the management , along with management companies of other mutual funds,
considered that the income of the Funds is exempt from tax under Clause 99 of Part | of the Second
Schedule to the Income Tax Ordinance, 2001 since sufficient accounting income has been distributed
among the unit holders and the Funds complied with the requirement of clause 99,

12.3 There were no other contingencies and commitments outstanding as at June 30, 2016 and June 30, 2015.
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13. NUMBER OF UNITS IN ISSUE

2016 2015
(Number of units)
13.1 The movement in number of units in issue during the year is as follows:
Total units in issue at beginning of the year 246,069,711 204,777,286
Units issued during the year 146,524,429 177/436,638
Units for re - investment of cash dividend during the year 10,676,535 5
Units redeemed during the year (102,121,029) (136,144,213)
Total units in issue at end of the year 301,149,646 246,069,711

13.2 All units carry equal rights and are entitled to dividend and share in the Net Asset Value of the Fund.

14. AUDITORS' REMUNERATION

2016 2015
(Rupees in ‘000)
Statutory Audit fee 465 465
Half yearly review 110 110
Other certifications 120 90
Out of pocket expenses 58 9
753 674

15. TRANSACTIONS WITH CONNECTED PERSONS / RELATED PARTIES

The connected persons include Al Meezan Investment Management Limited (Al Meezan) being the Management
Company, Central Depository Company of Pakistan Limited (CDC) being the Trustee, Meezan Bank Limited
(MBL) being the holding company of the Management Company, Directors and Executives of the Management
Company, Meezan Islamic Fund, KSE Meezan Index Fund, Meezan Islamic Income Fund, Meezan Sovereign
Fund, Meezan Cash Fund, Meezan Financial Planning Fund of Funds, Meezan Balanced Fund, Meezan Capital
Preservation Fund - lll, Meezan Capital Preservation Fund - I, Meezan Gold Fund, Meezan Asset Allocation
Fund and Meezan Tahaffuz Pension Fund being the Funds under the common management of the Management
Company, Pakistan Kuwait Investment Company (Private) Limited being the associated company of the
Management Company, Al Meezan Investment Management Limited - Employees' Gratuity Fund and Unitholders
holding 10 percent or more of the Fund's net assets.

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

Remuneration payable to the Management Company and the Trustee is determined in accordance with the
provision of NBFC Rules, 2003, NBFC Regulations, 2008 and the Trust Deed respectively.
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Details of transactions with connected persons and balances with them are as follows:

Al Meezan Investment Management Limited - Management Company

Remuneration payable

Sales load payable

Sindh Sales Tax and Federal Excise Duty on management fee payable
Sindh Sales Tax and Federal Excise Duty on sales load payable
Allocated expense payable

Investments of 42,781,722 units (June 30, 2015: 27,607,288 units)

Meezan Bank Limited (MBL)

Balances with bank

Sales load payable

Profit receivable on saving accounts

Investments in shares: nil (June 30, 2015 : 419 shares)
Investments of 10,807,322 units (June 30,2015 : 10,336,190 units)

Meezan Financial Planning Fund of Funds - MCPP - I
Investments of 4,912,176 units (June 30, 2015: nil)

Meezan Financial Planning Fund of Funds - MAAP - |
Investments of 3,263,441 units (June 30, 2015: nil)

Meezan Financial Planning Fund of Funds - MAAP - lil
Investments of 17,952,133 units (June 30, 2015: nil )

Central Depository Company of Pakistan Limited - Trustee
Trustee fee payable

Sindh Sales tax on Trsutee fee payable

Deposit

Pakistan Kuwait Investment Company (Private) Limited
Investments of 16,895,690 units (June 30, 2015: 16,895,690 units)

Directors and executives of the Management Company
Investments of 19,103,830 units (June 30, 2015 : 18,278,967 units)

Unit Holders holding 10% or more units of the Fund

Al Meezan Investment Management Limited - Management Company

Remuneration for the year

Sindh Sales Tax and Federal Excise Duty on management fee for the year
Units issued : 20,709,179 units (June 30, 2015: 14,633,910 units)

Units redeemed : 5,534,745 units (June 30, 2015: 21,079,401 units)
Dividend paid

Allocated expenses
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A
2016 20151
(Rupees in ‘000)
8,744 5,981
292 1,213
37,212 20,702
3,813 2,188
441 -
769,643 449,447
31,882 167,102
866 86
102 67
- 17
194,424 168,273
88,370 -
58,709 -
322,959 -
519 381
94 -
238 238
303,953 275,062
343,678 297,582
769,643 449,446
For the year For the year
ended ended
June 30, June 30,
2016 2015
(Rupees in ‘000)
89,026 65,601
28,646 21,902
333,353 239,108
90,000 360,458
33,699 8,822 |
2,554 -
M3,

-




16.

For the year For the year

ended ended
June 30, June 30,
2016 2015
(Rupees in ‘000)

Meezan Bank Limited
Profit on saving accounts with bank 447 1,538
Dividend income 1 4,459
Gain on sale of investments - 13,707
419 shares sold during the year (June 30, 2015: 2,120,000 shares) 18 34,720
Units issued : 471,132 units (June 30, 2015 : 415,157 units) 8,476 6,746
Dividend paid 8,476 6,746
Meezan Capital Preservation Fund - I
Units issued: 1,454,545 units (June 30, 2015 : 12,650,739 units) 24,000 178,000
Units redeemed : 1,454,545 units (June 30, 2015: 15,521,243 units) 22,051 229426
Meezan Capital Preservation Fund - lll
Units issued: nil (June 30,2015 : 4,130,435 units) - 60,000
Units redeemed : nil (June 30, 2015 : 4,130,435 units) - 58,404
Meezan Financial Planning Fund of Funds
Units issued: 6,731,130 units (June 30, 2015: 22,153,847 units) - MCPP [I 108,852 374,460
Units issued: 6,325,870 units (June 30, 2015: nil) - MCPP | 103,000 -
Units issued: 3,263,441 units (June 30, 2015: nil) - MAAP - | 53,559 =
Units issued: 17,952,133 units (June 30, 2015: nil) - MAAP - II 284,404 =
Units redeemed: 1,818,953 units (June 30, 2015: 22,153,847 units) - MCPP Il 29,269 358,228
Units redeemed: 6,325,870 units (June 30, 2015: nil) - MCPP | 98,873 -
Central Depository Company of Pakistan Limited - Trustee
Remuneration for the year 5,452 4,280
Sindh Sales Tax on trustee fee 785 -
CDS charges for the year 137 178
Al Meezan Investment Management Limited - Employees' Gratuity Fund
Units issued : nil (June 30, 2015 : 21,665 units) - 352
Units redeemed : nil (June 30, 2015 : 539,406 units) - 8,722
Directors and executives of the Management Company
Units issued: 1,349,228 units (June 30, 2015 : 11,886,076 units) 24,922 192,149
Units redeemed : 524,365 units (June 30, 2015 : 1,264,853 units) 8,817 21475

FINANCIAL RISK MANAGEMENT

Financial risk management objectives and policies:

The risk management policy of the Fund aims to maximise the return attributable to the unitholders and
seeks to minimise potential adverse effects on the Fund’s financial performance.

Risks of the Fund are being managed by the Fund manager in accordance with the approved policies of the
Investment Committee which provides broad guidelines for management of risk pertaining to market risks,
((including price risk and interest rate risk) credit risk and liquidity risk. Further, overall exposure of the Fund
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complies with the NBFC Regulations, 2008 and the directives issued by Securities and Exchange
of Pakistan (SECP).

Risks managed and measured by the Fund are explained below:
16.1 Credit risk

Credit risk represents the accounting loss that would be recognised at the reporting date if counter parties "<n'
fail to perform as contracted.

Credit risk arises from deposits with banks and financial institutions, credit exposure arising as a result of
profit accrual on bank deposits, dividends receivable on equity securities, preference shares, receivable on
issuance of units and receivable against sale of investments.

Credit risk arising on financial assets is monitored through a regular analysis of financial position of brokers
and other parties. Credit risk on dividend receivable is minimal due to statutory protection. Further, all
transactions in securities are executed through approved brokers and in case of equity, transactions settled
through National Clearing Company of Pakistan Limited (NCCPL), thus the risk of default is considered to
be minimal. For Debt instruments settlement, Delivery versus Payment (DvP) mechanism applied by Trustee
of the Fund minimize the credit risk. In accordance with the risk management policy of the Fund, the
Investment Committee monitors the credit position on a daily basis which is reviewed by the Board of
Directors of the Management Company on a quarterly basis.

Concentration of credit risk exists when changes in economic and industry factors similarly affect groups
of counter parties 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 counter parties thereby mitigating any significant concentrations of credit risk.

The maximum exposure to credit risk as at June 30, 2016 along with comparative is tabulated below:

2016 2015

Financial Assets exposed to credit risk (Rupees in '000)

Balances with banks 218,236 565,374
Investments - preference shares - 15,321
Receivable against sale of investments - 30,896
Receivable on issuance and conversion of units 55,252 802,517
Dividend receivable 25,608 4,586
Deposits and other receivables 5,485 6,356

304,581 1,425,050

Credit rating wise analysis of balances with bank of the Fund are tabulated below:

Rating agency 2016 2015

(Rs.in'000) (Percentage) (Rs.in'000) (Percentage)
AAA PACRA/ JCR-VIS 42 0.02 3,110 0.55
AA+ PACRA/ JCR-VIS 46,952 21.51 68,749 12.16
AA PACRA/ JCR-VIS 35,408 16.22 77,569 13.72
A+ PACRA/ JCR-VIS 2,240 1.03 = +
A PACRA/ JCR-VIS 133,594 61.22 415,946 73.57 0

218,236 100.00 565,374 100.00 .

anNuaL rReporTs 2016 -.J“J‘&’%




None of the financial assets were considered to be past due or impaired as on June 30, 2016.
The Fund does not have any collateral against any of the aforementioned assets.

Due to the Fund's long standing business relationships with these counter parties and after giving due
consideration to their strong financial standings, the Fund does not expect non performance by these counter
parties on their obligations to the Fund.

16.2 Liquidity risk

Liquidity risk is the risk that the Fund may encounter difficulty in raising funds to meet its obligations and
commitments. The Fund’s offering document provides for the daily creation and cancellation of units and it
is therefore exposed to the liquidity risk of meeting unitholders' redemptions at any time. The Fund manages
its liquidity risk by maintaining maturities of financial assets and financial liabilities and investing a major
portion of the Fund’s assets in highly liquid financial assets. The Fund'’s investments are considered to be readily
realisable as they are all listed on stock exchange of the country. The Fund's approach to managing liquidity
is to ensure, as far as possible, that the Fund will always have sufficient liquidity to meet its liabilities when due
under both normal and stressed conditions, without incurring unacceptable losses or risking damage to the
Fund's reputation.

In accordance with the risk management policy of the Fund, the Investment Committee monitors the liquidity
position on a daily basis, which is reviewed by the Board of Directors of the Management Company on a
quarterly basis.

In accordance with regulation 58(1)(k) of the NBFC Regulations 2008, the Fund has the ability to borrow funds
for meeting the redemption requests, with the approval of the Trustee, for a period not exceeding three months
to the extent of fifteen per cent of the net assets. However, no such borrowing has been obtained during the year.
Further, the Fund is also allowed in accordance with regulation 57 (10) of the NBFC Regulations, 2008, to defer
redemption requests to next dealing day, had such requests exceed ten percent of the total number of units
in issue. However, no such defer redemption request has been exercised by the Fund during the year.

In addition to Unitholders' fund, analysis of the Fund's financial liabilities into relevant maturity grouping as

at June 30, 2016 along with comparative is tabulated below:

2016
Maturity upto More
Three Six One than Total
months months year one year
(Rupees in '000)

Financial Liabilities:
Payable to Al Meezan - Management Company 50,502 - - - 50,502
Payable to CDC - Trustee 613 - - - 613
Payable to Meezan Bank Limited 866 - - = 866
Payable on redemption and conversion of units 15,929 = - - 15,929
Accrued expenses and other liabilities 7,302 - - - 7.302
Payable against purchase of investment (net) 11,515 - - - 11,515
Dividend payable 4,772 - - - 4,772

91,499 - - - 91,499
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2015
Maturity upto
Three Six One
months months year
{Rupees in '000)

Payable to Al Meezan - Management Company 30,084 * =
Payable to CDC - Trustee 381 — e
Payable to Meezan Bank Limited 86 = 5
Payable on redemption and conversion of units 841,987 - -
Accrued expenses and other liabilities 6443 -
Payable against purchase of investment (net) - - - - -
Dividend payable 22,750 - - - 22,750

901,731 : = & 901,731

Units of the Fund are redeemable on demand at the option of the unitholder, however, the Fund does not
anticipate significant redemption of units.

16.3 Market Risk
16.3.1 Pricerisk

Price risk is the risk of volatility in prices of financial instruments resulting from their dependence on market
sentiments, speculative activities, supply and demand for financial instruments and liquidity in the market.
The value of investments may fluctuate due to change in business cycles affecting the business of the company
in which the investment is made, change in business circumstances of the company, industry environment
and / or the economy in general.

The Fund’s strategy on the management of investment risk is driven by the Fund'’s investment objective, The
primary objective of the Fund is to provide the maximum return to the unitholders from investment in Shariah
compliant investments for the given level of risks. The Fund’s market risk is managed on a daily basis by the
investment committee in accordance with the policies and procedures laid down by SECP. The market risk is
managed by monitoring exposure to marketable securities and by complying with the internal risk management
policies and regulations laid down in NBFC Regulations, 2008. The Fund over all market positions are monitored
by the Board of Directors of the Management Company on a quarterly basis.

Details of the Fund’s investment portfolio exposed to price risk, at the reporting date are disclosed in note 5
to these financial statements. At June 30, the Fund's overall exposure to price risk is limited to the fair value
of those positions, The Fund manages its exposure to price risk by analysing the investment portfolio by
industrial sector and benchmarking the sector weighting to that of the KSE Meezan Index 30 (KMI 30). The
Fund’s policy is to concentrate the investment portfolio in sectors where management believes the Fund can
maximise the returns derived for the level of risk to which the Fund is exposed.

The net assets of the Fund will increase / (decrease) by Rs. 52.64 million (2015: Rs. 35.32 million) if the prices
of equity vary due to increase / (decrease) in KMI 30 Index by 1% with all other factors held constant.

The Fund manager uses KMI as a reference point in making investment decisions. However, the Fund manager
does not manage the Fund’s investment strategy to track KMI or any other index or external benchmark. The
sensitivity analysis presented is based upon the portfolio composition as at June 30, 2016 and the historical
correlation of the securities comprising the portfolio to the KMI. The composition of the Fund's investment
portfolio and the correlation thereof to KM, is expected to change over time. Accordingly, the sensitivity
analysis prepared as of June 30, 2016 is not necessarily indicative of the effect on the Fund's net assets attributed
to units of future movements in the level of KMI.

16.3.2 Interest rate risk

The interest rate risk arises from the effects of fluctuations in the prevailing levels of market interest rates which
affect cash flows pertaining to debt instruments and their fair values.
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Cash flow interest rate risk

The Fund's interest risk arises from the balances in saving accounts and investment in preference shares. At
June 30, 2016, if there had been increase / decrease of 100 basis points in interest rates, with all other variables
held constant, net assets of the Fund for the year then ended would have been higher / lower by Rs. 2.06 million
(June 30, 2015: Rs. 5.69 million) mainly as a result of finance income.

Fair value interest rate risk

Since the Fund does not have investment in fixed rate security, therefore, is not exposed to fair value interest
rate risk.

Yield / interest 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 financial instruments is based on the

settlement date.

As at 30 June 2016
Effective yield / Exposed to yield / interest rate risk Not exposed Total
interest rate Upto three More than More than ‘:‘:':2::‘::
months th:::' r::n;;u;hs one year rate risk
one year
On-balance sheet financial instruments (Rupees in '000)
Financial assets
Balances with banks 250% to 6.10% 206,244 - - 11,992 218,236
Investments - ordinary shares - - - 5,264,025 5,264,025
Investments - preference shares - - - - -
Receivable against sale of investments (net) = = = 5 =
Receivable on issuance and conversion of units - - - 55,252 55,252
Dividend receivable - - - 25,608 25,608
Deposits and other receivables - - - 5485 5485
206,244 - - 5,362,362 5,568,606
Financial liabilities
Payable to Al Meezan Investment Management
Limited (Al Meezan) - Management Company - - - 50,502 50,502
Payable to Central Depository Company of Pakistan
Limited (CDC) - Trustee - - - 613 613
Payable to Meezan Bank Limited (MBL) - - - 866 866
Payable on redemption and conversion of units - - - 15,929 15,929
Accrued expenses and other liabilities - - - 7,302 7,302
Payable against purchase of investments (net) - - - 11,515 11,515
Dividend payable - - - 4,772 4,772
- - - 91,499 91,499
On-balance sheet gap 206,244 - = 5,270,863  5477,107
Off-balance sheet financial instruments - - - - -
Off-balance sheet gap - - - - -
Total interest rate sensitivity gap 206,244 - -
Cumulative interest rate sensitivity gap 206,244 206,244 206,244




Asat 30 June 2015

Effective yield / Exposed to yield / interest rate risk
interestinte Upto H}\ree thMore thirlhs More than ti?\ eld
months r::d T‘:;\; one year ate
one year
On-balance sheet financial instruments (Rupees infbo0;
Financial assets ) =
Balances with banks 3.79% to 7.30% 553,600 = = 11,774 565374
Investments - ordinary shares - - - 3,531,720 3‘_,531',720'
Investrnents - preference shares KIBOR + 3 percent 15321 - - - 15321
Receivable against sale of investments (net) - - - 30,896 30,896
Receivable on issuance and conversion of units - - - 802,517 802,517
Dividend receivable - = - 4586 4,586
Deposits and other receivables - - - 6439 6,439
568,921 - = 4,387,932 4,956,853
Financial liabilities
Payable to Al Meezan Investment Management
Limited (Al Meezan) - Management Company - - - 30,084 30,084
Payable to Central Depository Company of Pakistan
Limited (CDC) - Trustee - - - 381 381
Payable to Meezan Bank Limited (MBL) - - - 86 86
Payable on redemption and conversion of units - - - 841,987 841,987
Accrued expenses and other liabilities - - - 6,443 6,443
Payable against purchase of investments (net) - - - - -
Dividend payable - - - 22,750 22750
- - - 901,731 901,731
On-balance sheet gap 568,921 - - 3,486,201 4,055,122
Off-balance sheet financial instruments - - - - -
Off-balance sheet gap - - - - -
Total interest rate sensitivity gap 568,921 - -
Cumulative interest rate sensitivity gap 568,921 568,921 568,921

16.3.3 Currency risk

Currency risk is 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.

17.  UNITHOLDERS' FUND RISK MANAGEMENT

The unitholders' fund is represented by redeemable units. These units are entitled to distribution and payment
of a proportionate share, based on the Fund's net asset value per unit on the redemption date. The relevant
movements are shown in the Statement of Movement in Unitholders' Fund.

The Fund has no restrictions on the subscription and redemption of units.

The Fund's objective when managing unitholders funds are to safeguard its ability to continue as a going
concern so that it can continue to provide returns to unit holders and to maintain a strong base of assets under
management.

The Fund meets the requirement of sub-regulation 54(3a) of NBFC Regulation, 2008, which requires that the
minimum size of an Open End Scheme shall be one hundred million rupees at all time during the life of the scheme. -8

In accordance with the risk management policies, the Fund endeavours to invest the subscriptions received i,
in appropriate investments while maintaining sufficient liquidity to meet redemptions, such liquidity being 4
nts j’

augmented by short term borrowing arrangements (which can be entered if necessary) or disposal of investment
where necessary. it
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18. FAIRVALUES OF FINANCIAL INSTRUMENTS

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

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

The fair value of financial assets and liabilities traded in active markets are based on the quoted market prices
at the close of trading on the year end date.

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

Investments on the Statement of Assets and Liabilities are carried at fair value. The Management is of the view
that the fair value of the remaining financial assets and liabilities are not significantly different from their
carrying values since assets and liabilities are essentially short term in nature,

The Fund measures fair values using the following fair value hierarchy that reflects the significance of the inputs
used in making the measurements:
Level 1: Quoted market price (unadjusted) in active markets for identical assets or liabilities.

Level 2: Inputs other than quoted prices included within level one that are observable for the asset or liability,
either directly (i.e. as prices) or indirectly (i.e. from derived from prices).

Level 3: Inputs for the assets or liabilities that are not based on observable market data (i.e. unobservable inputs).

The additional disclosures due to the adoption of IFRS 13 Fair value measurement are as follows:

Note Carrying amount Fair value
June 30,2016 Investments |  Other Cashand Other Total Level1 | Level2 | Level3 | Total
receivables cash payables
equivalents
Investments 5,264,025 . . . 5264,025 5,264,025 . - 5,264,025
Financial assets - not measured at fair value
Balances with banks 181 - - 218236 - 218,236 - - - -
Receivable against sale of investments (net) 181 - - - - - - - -
Receivable on issuance and conversion of units 181 - 55252 - 1 55,252 - - - -
Dividend receivable 181 - 25,608 - - 25,608 - - - -
Deposits and other receivables 181 - 5485 - - 5485 - - - -
5,264,025 86,345 218,236 - 5,568,606 5,264,025 - - 5264,025
Finandal liabilities - not measured at fair value
Payable to Al Meezan Investment Management
Limited (Al Meezan) - Management Company 181 - - - 50,502 50,502 - - - -
Payable to Central Depository Company of
Pakistan Limited (CDC) - Trustee 181 - 613 613 o =
Payable to Meezan Bank Limited (MBL) 181 - 866 866 - -
Payable on redemption and conversion of units 181 - 15929 15,929 - -
Accrued expenses and other liabilities 181 - - 7.302 7302 - -
Payable against purchase of investments - net 181 . = - 11,515 11,515 . B -
Dividend payable 181 - - - 4772 4772 - -
= 4 91,499 91,499 3 & = =

18.1 The Fund has not disclosed fair values for these financial assets and financial liabilities because their carrying
amounts are reasonable approximation of fair value.

19. TAXATION

il 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 unitholders.
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Furthermore, as per regulation 63 of the Non-Banking Finance Companies and Notified Entities R
2008, the Fund is required to distribute 90% of the net accounting income othef ?
to the unitholders. The Fund has not recorded any tax liability in respect of income relating to the y
as the management company has distributed sufficient income of the Fund for the year ended June 3

as reduced by capital gains (whether realised or unrealised) to its unitholders.

The Fund is also exempt from the provisions of section 113 (minimum tax) under clause 11A of Part IV tothe
Second Schedule of the Income Tax Ordinance, 2001. Accordingly Supertax introduced in Finance Act, 2015

is also not applicable on funds (Section 4B of Income Tax Ordinance, 2001).

20. PERFORMANCETABLE 2016 2015 2014 2013 2012
Net assets (Rs. in '000) (ex-distribution) 5,418,397 4,006,911 2,847,050 2,190,127 1,680,705
Net assets value / redemption price per unit

as at June 30 (Rs,) (ex-distribution) 17.99 1628 13.90 1259 10.69
Offer price per unit as at June 30 (Rs.) (ex-distribution) 1847 16.71 1431 1296 1097
Highest offer price per unit (Rs.) 19.57 17.82 16.54 1730 1383
Lowest offer price per unit (Rs.) 15.49 1354 12.85 1137 10.22
Highest redemption price per unit (Rs.) 19.07 1736 16.07 17.21 1347
Lowest redemption price per unit (Rs.) 15.09 13.16 1248 11.08 9.96
Distribution (%)

-Annual - - 35 20
-Interim 82 6.80 24 - -
Dates of distribution Jun 24,2016 Jun 26,2015 May 30,2014 Jul 8,2013 Julg,2012
Income distribution (Rupees in '000) 235,503 142,033 59 10 -
Growth distribution (Rupees in '000) - - 418,364 476,441 264,972
Total return (%) 16 22 30 51 20
One year Two year Three year Four year Five year
Average annual return (%) as at June 30, 2016 16.00 18.77 21.97 27.18 25.57

Investment portfolio composition of the Fund
Investment portfolio composition of the Fund is as described in note 5.

Past performance is not necessarily indicative of future performance and unit prices and investment returns may
fluctuate as described in note 16.

21 INVESTMENT COMMITTEE MEMBERS
21.1 Details of members of investment committee of the Fund are as follows:
Name Designation Qualification Experiencein years
Mr. Mohammad Shoaib Chief Executive Officer CFA/MBA Twenty six years
Mr. Muhammad Asad Chief Investment Officer CFA level Il / MBA Twenty years
Mr. Ahmed Hassan VP Investments CFA/MBA Nine years
Mr. Ali Khan VP Product Development CFA/FRM/MBA Six years
Mr. Zain Malik VP Investments CFA level Il / BBA Seven years
Mr. Asif Imtiaz Senior Manager CFA / MBA - Finance Eight years b
Mr. Asmar Hamoodi AVP Investments BBA - Finance /CFA/ K
ACCA Fouryears j’

Mr.Imad Ansari
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21.2 The Fund manager of the Fund is Mr. Ahmed Hasan. Other funds being managed by the Fund manager are Meezan
Financial Planning Fund of Funds and Meezan Asset Allocation Fund.

22. DETAILS OF MEETINGS OF BOARD OF DIRECTORS

Name Designation Dates of Board of Directors Meetings and Directors’ present therein
July September | October February April June
3,2015 8,2015 22,2015 | 25,2016 | 20,2016 | 10,2016
Mr. Ariful Islam Chairman Yes Yes Yes Yes Yes Yes
Mr. Mohammad Shoaib Chief Executive Yes Yes Yes Yes Yes Yes
Mr. P. Ahmed Director Yes Yes Yes Yes Yes Yes
Mr. Moin M. Fudda Director Yes Yes Yes Yes Yes Yes
Mr. Atif Azim Director Yes Yes Yes Yes Yes Yes
Mr. Tasnimul Haq Farooqui Director Yes Yes Yes Yes Yes Yes
Mazhar Sharif Director Yes Yes Yes Yes Yes Yes
Syed Amir Ali Director Yes Yes Yes No Yes Yes
Syed Amir Ali Zaidi Director Yes Yes Yes Yes Yes Yes
Mr. Abdullah Ahmed Director Yes Yes Yes Yes Yes Yes
23. TOPTEN BROKERAGE COMMISION BY PERCENTAGE 2016
%
Broker's Name
1 Arif Habib Securities Limited 11.86
2 JS Global Capital Limited. 10.52
3 Shajar Capital Pakistan (Private) Limited 9,22
4 BMA Capital Management Limited 8.35
5 Top Line Securities (Private) Limited 7.56
6 Next Capital Limited 6.59
7 Optimus Capital Management (Private) Limited 6.50
8 Fortune Securities Limited 5.80
9 Foundation Securities (Private) Limited 4,74
10 Elixir Securities Pakistan (Private) Limited 417
2015
Broker's Name %
1 Fortune Securities Limited 18.28
2 JS Global Capital Limited 14.07
3 Shajar Capital Pakistan (Private) Limited 9.92
4 Optimus Capital Management (Private) Limited 9.36
5 Arif Habib Securities Limited 7.45
6 AKD Securities Limited 7.21
7 KASB Securities Limited 7.07
8 BMA Capital Management Limited 6.51
9 Foundation Securities (Private) Limited 4,02
10 Global Securities Pakistan Limited 3.22
122
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24, PATTERN OF UNIT HOLDING

Number of
investors amount I
i

(Rupees in ‘0

00)
Individuals 3,021 2,165,256 i
Associated companies / directors 8 2,072,924
Insurance companies 2 224,125
Banks / DFls 1 9,540
Retirement funds 17 679,451
Public limited companies 1 191 - |
Others 36 266,910 5% Nl
Total 3,086 5,418,397 100% |
As at June 30, 2015
Number of Investment Percentage
investors amount of tota
investment
(Rupees in ‘000) %

Individuals 2648 1,796,665 44%
Associated companies / directors 5 1,183,897 30%
Insurance companies 4 301,895 8%
Banks / DFls 1 8,224 0%
Retirement funds 17 574,079 14%
Public limited companies 2 768 0%
Others 35 141,383 4%
Total 2,712 4,006,911 100

25. DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorised for issue on August 31, 2016 by the Board of Directors of the
Management Company.

For Al Meezan Investment Management Limited

(Management Company)

Mohammad Shoaib, CFA
Chief Executive
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PATTERN OF HOLDINGS (UNITS) AS PER THE
REQUIREMENT OF CODE OF CORPORATE GOVERNANCE

AS AT JUNE 30, 2016
UNITS HELD BY UNITS HELD %
Associated Companies
Al Meezan Investment Management Limited 42,781,722 14.21
Meezan Bank Limited 10,807,323 3.59
Pakistan Kuwait Investment Company (Private) Limited 16,895,690 5.61
Meezan Financial Planning Fund of Funds
- Meezan Capital Preservation Plan - 1| 4,912,176 1.63
- Meezan Asset Allocation Plan - | 3,263,441 1.08
- Meezan Asset Allocation Plan - Il 17,952,133 5.96
Chief executive
Mr. Mohammad Shoaib, CFA 17,113,370 5.68
Directors
Mr. Arif ul Islam 1,485,416 0.49
Executives 505,044 0.17
Public Limited Companies 10,598 0.00
Banks 530,224 0.18
Retirement Funds 37,763,305 12.54
Other Corporate Sector Entities 27,291,314 9.06
Individuals 119,837,890 39.79
Total 301,149,646 100.00
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KSE Meezan Index Fund

KSE Meezan Index Fund (KMIF) is a Shariah compliant index fund that
strives to present investors with an opportunity to closely track the
performance of KSE —Meezan Index 30 (KMI 30) by investing in companies
of the index in relation to their weight ages.
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FUND INFORMATION

MANAGEMENT COMPANY
Al Meezan Investment Management Limited
Ground Floor, Block “B”, Finance & Trade Centre,
Shahrah-e-Faisal, Karachi 74400, Pakistan.
Phone: (9221% 35630722-6, 111-MEEZAN
Fax: (9221) 35676143, 35630808

lebsite: www.almeezangroup.com
E-mail: info@almeezangroup.com

BOARD OF DIRECTORS OF THE MANAGEMENT COMPANY

Mr. Ariful Islam Non-Executive
Mr. P. Ahmed Independent
Mr. Abdullah Ahmed Muhammad MNon-Executive
d Amir Ali Non-Executive
r. Atif Azim Independent
Mr. Tasnimul Haq Farooqui Non-Executive
Mr. Moin M. Fudda Independent
Mr. Mazhar Sharif Non-Executive
Syed Amir Ali Zaidi Non-Executive
Mr. Mohammad Shoaib, CFA Chief Executive

CFO & COMPANY SECRETARY OF THE MANAGEMENT COMPANY
Syed Owais Wasti

AUDIT COMMITTEE
Mr. P. Ahmed

Mr. Mazhar Sharif
Syed Amir Ali

HUMAN RESOURCES & REMUNERATION COMMITTEE
Mr. Ariful Islam

Mr. Tasnimul Haq Farooqui

Mr. Mazhar Sharif

Mr. Mohammad Shoaib, CFA

TRUSTEE
Central Depository Company of Pakistan Limited

CDC House, 99-B, Block B, S.M.C.H.S., Main Sharah-e-Faisal, Karachi.

AUDITORS

KPMG Taseer Hadi & Co.

Chartered Accountants

Sheikh SultanTrust Building No.2, Beaumount Road, Karachi - 75530.

SHARIAH ADVISER
Meezan Bank Limited

BANKERS TO THE FUND

Dubai Islamic Bank- Hill Park

Habib Metropolitan Bank Limited - Islamic Banking
Meezan Bank Limited

National Bank of Pakistan - Islamic Banking

LEGAL ADVISER

Bawaney & Partners

3rd & 4th Floor, 68-C, Lane-13, Bokhari Commercial Area,
Phase VI, DHA, Karachi.

Phone: (9221 ) 351 56191-94 Fax: (9221) 35156195
E-mail: bawaney@cyber.net.pk

TRANSFER AGENT

Meezan Bank Limited

Meezan House

(C-25, Estate Avenue, SITE, Karachi.
Phone: 38103538 Fax: 36406017
Website: www.meezanbank.com

DISTRIBUTORS
- Al Meezan Investment Management Limited
5 Moezan Bank Limited

Chairman

Chairman
Member
Member

Chairman
Member
Member
Member
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REPORT OF THE FUND MANAGER
FOR THE YEAR ENDED JUNE 30, 2016

KSE Meezan Index Fund (KMIF) is an open end index tracker fund investing in Shariah compli

The objective of KMIF is to provide investors an opportunity to track the performance of the KSE-Me’mn
(KMI 30) by investing in companies of the Index in proportion to their weightages. = Ko
4 Y 4 1

o

Strategy, Investment Policy and Asset Allocation

The performance of KMIF is linked directly to the performance of KSE-Meezan Index 30 (KMI 30). The Fund Manager,
Al Meezan Investment Management Limited, manages the fund with an aim to closely track the returns of the index. ]
The Fund Manager strives to completely match the weightages of the constituent stocks of the index. Hence, this is - |
a passively managed fund.

The Fund was launched on 23rd May 2012, and completed its fourth full year of operations during the year. As on
June 30, 2016, the asset allocation of the fund is as given below:

Sector Allocation as on 30th June 2016

Power Generation & Distribution
18%

Fertilizer

21%
Qil & Gas Exploration Companies

16%

Pharmaceuticals
4%
Food & Personal Care Products

3%
Oil & Gas Marketing Companies

3%
Cement Au:omobllze%As:.embler
25% Cable & Electrical Goods

2%
Cashand Other Including receivables Technelogy & Communication
5% 1%

Performance Review

During FY16, KSE Meezan Index Fund (KMIF) provided a return of 13.32% to its investors while KSE Meezan Index (KMI
30) returned 15.53% to close at 66,163 pts. On a gross basis, the fund's return was 15.08%, thus tracking 97.10% of
the benchmark return with tracking error remaining within the stipulated limits.

KMIF posted a total income of Rs. 118 million in the fiscal year 2016 as compared to Rs. 218 million last year. Total
income comprised of unrealized gain on investments of Rs. 93 million. Dividend income contributed Rs. 54 million,
while profit on saving accounts with banks amounted to Rs. 0.48 million. After accounting for expens (
million and an element of income and capital gains included in prices of units issued and less those in units red:
of Rs. 6 rnillion, the Fund posted anet income of Rs. 105 million. The net assets of the Fund asatJune 3@,201 5 W

2016 wa 881 million and as compalred to Rs. 1159 million at the end of last year. The netAsaet va‘l’l.le '
June 30, 2016 Rs. 78.91 as compared to Rs. 73.55 per unit as June 30, 2015.
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KMIF KMI-30
Net Asset Value (NAV) as on June 30,2015 73.55 57,271
Net Asset Value (NAV) as on June 30, 2016 7891 66,163
Return the Period (Dividend adjusted) 13.32% 15.53%
185
175 -
e KM Benchmark
165 I
o 155 —
E 145 ., o S . P L/‘f\r‘L{
E 135 MV “'\.J"'k L fV‘ij
E’ 125 \M“\f/ M\/’\"‘)\\ ZAY) /N
: .| " ¥
5 115
é’ 105

95

B3

W15 ——F——

May-16
Jun-16

Aug-15
Sep-15
Oct-15
Nov-15
Dec-15
lan-16
Feb-16
Mar-16
Apr-16

Charity Statement

The Fund purifies the income earned by setting aside an amount payable by the Management Company out of the
income of the Trust to charitable/welfare organizations, in consultation with Shariah Advisor, representing income
that is Haram. During the year ended June 30, 2016 an amount of Rs. 0.94 million was accrued as charity payable.

Distributions

The interim distribution in the form of cash dividend by the Fund during the fiscal year ended June 30, 2016 was Rs.
2.35 per unit (4.70%). Total distribution made by the fund was Rs. 24.60 million.

Proxy Voting

Proxy Voting Policy of the Fund is available on the website of Al Meezan Investment Management Limited (Al Meezan)
and detailed information regarding actual proxies voted by the Al Meezan in respect of the Fund is also available
without charge, upon request, to all unit holders

Breakdown of unit holdings by size:

(As on June 30,2016)
Range (Units) No. of Investors
1-9,999 322

10,000 - 49,999 68
50,000-99,999 4
100,000 - 499,999 6
500,000 and above 4
Total 404
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Report of the Shari’ah Advisor —.KSE Meezan Index Fund

August 03, 2016/Shawwal 28, 1437 D ‘

In the capacity of Shari’ab Advisor, we have prescribed six criteria for Shari'ah compliance of
equity investments which relate to (i) Nature of business, (i) Interest bearing debt to total assets,
(ii) Investment in non-Shari’ah compliant activities to Total assets (iv) Shari’'ah Non Compliant
Income to Gross Revenue (v) Illiquid assets to total assets, and (vi) Net liquid assets per share vs.
share price.

It is the responsibility of the management company of the fund to establish and maintain a
system of internal controls to ensure Shariwh compliance with the Shari'wh guidelines. Our
responsibility is to express an opin_on, based on our review, to the extent where such compliance
can be objectively verified. A review is limited primarily to inquiries of the management
company’s personnel and review of various documents prepared by the management company
to comply with the prescribed criteria.

i We have reviewed and approved the modes of investments of KMIF in light of
Shari'abh requirements. Following is the list of the top investments of KMIF as on
June 30, 2016 and their evaluation according to the screening criteria established by
us. (December 31, 2015 accounts of the Investee companies have been used for the

following calculations):
(i) (ii)** (i) (iv) ) (vi)
Non- Net Liquid Assets vs.
. Illiquid Share Price (B>A)
c ¥ Debt to Nm}- Compliant Assets to
pany of i Compliant Income to Total o
Name Business . Investments Gross Net Liquid |  Share
{<37%) Assets | Aggetsper | Price
(<33%) Revenue ~95%, e
(<5%) (>25%) | Share (A) (B)
Engro on ) 3,
Corporation Led Fertilizer 28% T 1.05% 79% -131.58 333.55
Power
ﬁ':]b Power s Generation and 29% 0% 0.15% 43% -25 120.43
Distribution
Lucky Cement Cement 10% 3% 1.85% 3% -30.12 649.4
bl FoTe 20% 5% 097% 85% 549
Co. Ltd
T ltas Cement 1% 7% 4.66% 80% 547
Cement Lid /ﬁ

Meezan Bank Ltd.
Meezan House. C-25, Estate Avenue, SITE, Karachi - Pakistan,
Tel :(92-21) 38103500 Fax :(92-21) 36406049 www.meezanbank.com
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(i) (i)** (iii) (iv) v) (vi)
. Oil and Gas
g‘t‘:}f‘“ L | Exploration 0% 28% 4.00% 46% 4005 156.43
- Companies
Pakist Oil and Gas
Ol g | Exploration 0% 0% 1.50% T4% | 40376 | 34845
s Companies
ﬁ::;:i: Fertilizer 28% T 1.02% 79% -151.34 148.82
Power
5:‘;;\':18: L | Generation and 28% 0% 4.68% 25% 8.83 89.33
r Distribution
g‘::ltni‘; Cement o 0% 0.03% 92% 186 10626
“These ratios are for the caleulavon of non-Sharuh Compliaat L n the business and are not relevant for lslume Banks &
Islamic Financial Instrunons,
" Al interest based debts.

ii. On the basis of information provided by the management, all operations of KMIF
for the year ended June 30, 2016 have been in compliance with the Shariah
principles.

In light of the above, we hereby certify that all the provisions of the Scheme and investments
made on account of KMIF under management of Al Meezan Investment Management Limited
(Al Meezan) are Shari ah compliant and in accordunce with the criteria established by us.

During the year a provision of Rupees 0.94 million was created and an amount of Rupees 2.10
million was disbursed as charity. The amount of Rupees 1.60 million was available for
disbursement as of June 30, 2016.

May Allah bless us with best Tawfeeq to accomplish His cherished tasks, make us successful in
this world and in the Hereafter, and forgive our mistakes.

e
Dr. Muhammad Imran Ashraf Usmani
For and on behalf of Meezan Bank Limited
Shariah Advisor
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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

o
FARL ) ()
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TRUSTEE REPORT TO THE UNIT HOLDERS

KSE MEEZAN INDEX FUND

Report of the Trustee pursuant to Regulation 41(h) and Clause 9 of Schedule V of the Non- 4
Banking Finance Companies and Notified Entities Regulations, 2008 ?

We, Central Depository Company of Pakistan Limited, being the Trustee of KSE Meezan Index
Fund (the Fund) are of the opinion that Al Meezan Investment Management Limited being the
Management Company of the Fund has in all material respects managed the Fund during the
year ended June 30, 2016 in accordance with the provisions of the following:

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

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

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

Karachi, September 9, 2016

&
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STATEMENT OF COMPLIANCE WITH THE CODE
OF CORPORATE GOVERNANCE

FOR THE YEAR ENDED JUNE 30, 2016

This statement is being presented to comply with the Code of Corporate Governance (CCG) contained in Regulation No. 5.19.23 of
Rule Book of Pakistan Stock Exchange Limited (Formerly Karachi Stock Exchange Limited) for the purpose of establishing a framework
of good governance, whereby a listed company is managed in compliance with the best practices of Corporate Governance.

The Management Company has applied the principles contained in the CCG in the following manner:

1.  The Management Company encourages representation of independent non-executive directors. At present the board
includes:

Category Names

Independent Directors Mr. P. Ahmed,

Mr. Atif Azim

Mr. Moin M. Fudda

Executive Director Mohammad Shoaib, CFA - CEO
Non- Executive Directors Mr. Ariful Islam

Mr. Abdullah Ahmed Muhammad
Syed Amir Ali

Mr. Tasnimul Haqg Farooqui

Mr. Mazhar Sharif

Syed Amir Ali Zaidi

The independent directors meets the criteria of independence under clause 5.19.1.(b) of the CCG.

2.  Thedirectors have confirmed that none of them is serving as a director on more than seven listed companies, including the
Management Company (excluding the listed subsidiaries of listed holding companies where applicable).

3. All the resident directors of the Management Company are registered as taxpayers and none of them has defaulted in
payment of any loan to a banking company, a DFI or an NBFI or, being a member of a stock exchange, has been declared
as a defaulter by the stock exchange.

4. During the year, no casual vacancy occurred on the Board of the Management Company.

5.  The Management Company has prepared a "Code of conduct" and has ensured that appropriate steps have been taken to
disseminate it throughout the company along with its supporting policies and procedures.

6.  The board has developed a vision / mission statement, overall corporate strategy and significant policies of the Management
Company. A complete record of particulars of significant policies along with the dates on which they were approved or
amended has been maintained.

7. All the powers of the board have been duly exercised and decisions on material transactions, including appointment and
determination of remuneration and terms and conditions of employment of the CEO have been taken by the board.

8.  The meetings of the board were presided over by the Chairman, and the board met at least once in every quarter. Written
notices of the board meetings, along with agenda and working papers, were circulated at least seven days before the
meetings. The minutes of the meetings were appropriately recorded and circulated.

9. Two members of the Board of Director of the Management Company are exempt from the requirements of the Directors’
Training Program as per the proviso to clause 5.19.7 of the CCG, whilst the three Board members have completed their
Directors' certification programs from institutes meeting the criteria specified by the Securities & Exchange Commission of
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10. The board has approved appointment of CFO, Company Secretary and Head of Internal Audit, |nclud1ngxh9|r :
and terms and conditions of employment. i A

11.  The Directors' report for this year has been prepared in compliance with the requirements of the CCG and fulﬁ? de
the salient matters required to be disclosed.

12.  The financial statements of the Fund were duly endorsed by CEO and CFO of the Management Company before apprmﬂ
of the board. 4

13. Thedirectors, CEO and executives do not hold any interest in the units of the Fund other than that disclosed in the pattern:
of unit holding.

14. The Management Company has complied with all the corporate and financial reporting requirements of the CCG.

15.  The board has formed an Audit Committee. It comprises of three members, two members are non-executive directors and
the chairman of the committee is an independent director.

16. The meetings of the audit committee were held at least once every quarter prior to approval of interim and final results of
the Fund and as required by the CCG. The terms of reference of the committee have been formed and advised to the

committee for compliance.

17. The board has formed a Human Resources and Remuneration Committee. It comprises of four members including CEO. All
the other members, including chairman of the committee, are non-executive directors.

18. The board has set up an effective internal audit function.

19.  The statutory auditors of the Fund have confirmed that they have been given a satisfactory rating under the quality control
review program of the ICAP, that they or any of the partners of the firm, their spouses and minor children do not hold shares
of the Management Company / units of the Fund and that the firm and all its partners are in compliance with International
Federation of Accountants (IFAC) guidelines on code of ethics as adopted by the ICAP.

20. The statutory auditors or the persons associated with them have not been appointed to provide other services except in
accordance with the listing regulations and the auditors have confirmed that they have observed IFAC guidelines in this

regard.

21. The'closed period; prior to the announcement of interim / final results, and business decisions, which may materially affect
the NAV of Fund's units, was determined and intimated to directors, employees and stock exchange(s).

22, Material / price sensitive information has been disseminated among all market participants at once through stock exchange(s).

23.  We confirm that all other material principles enshrined in the CCG have been complied with.

I

Mohammad Shoaib, CFA
Chief Executive

Dated: August 31,2016
Karachi.
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KPMG Taseer Hadi & Co. Telephone + 92 (21) 3568 5847
Chartered Accountants Fax +92 (21) 3568 5095
Sheikh Sultan Trust Building No. 2 Internet  www.kpmg.com.pk
Beaumont Road

Karachi, 75530 Pakistan

Review Report to the Unitholders of KSE Meezan Index Fund (“the Fund”) on Statement
of Compliance with Best Practices of Code of Corporate Governance

We have reviewed the enclosed Statement of Compliance with the best practices contained in
the Code of Corporate Governance (“the Code™) prepared by the Board of Directors of Al
Meezan Investment Management Limited (“Management Company”) of the Fund for the year
ended 30 June 2016 to comply with the requirements contained in Clause No. 5.19 of Rule Book
of the Pakistan Stock Exchange Limited (formerly Listing Regulation No. 35 of Karachi Stock
Exchange Limited) where the Fund is listed.

The responsibility for compliance with the Code is that of the Board of Directors of the
Management Company of the Fund. Our responsibility is to review. to the extent where such
compliance can be objectively verified, whether the Statement of Compliance reflects the status
of the Fund’s compliance with the provisions of the Code and report if it does not and to
highlight any non-compliance with the requirements of the Code. A review is limited primarily
to inquiries of the Management Company’s personnel and review of various documents
prepared by the Management Company to comply with the Code.

As part of our audit of financial statements, we are required to obtain an understanding of the
accounting and internal control systems sufficient to plan the audit and develop an effective
audit approach. We are not required to consider whether the Board of Directors’ statement on
internal control covers all risks and controls or to form an opinion on the effectiveness of such
internal controls, the Fund’s corporate governance procedures and risks.

The Code requires the Management Company of the Fund to place before the Audit Committee,
and upon recommendation of the Audit Committee, place before the Board of Directors for their
review and approval of its related party transactions distinguishing between transactions carried
out on terms equivalent to those that prevail in arm’s length transactions and transactions which
are not executed at arm’s length price and recording proper justification for using such alternate
pricing mechanism. We are only required and have ensured compliance of this requirement to
the extent of the approval of the related party transactions by the Board of Directors upon
recommendation of the Audit Committee. We have not carried out any procedures to determine
whether the related party transactions were undertaken at arm’s length price or not.

Based on our review, nothing has come to our attention which causes us to believe that the
Statement of Compliance does not appropriately reflect the Fund’s compliance, in all material
respects, with the best practices contained in the Code as applicable to the Fund for the year
ended 30 June 2016.

Keme, e Hedr vt
Date: 31 AlG 2016 KPMG Taseer Hadi & Co.
Chartered Accountants

Karachi

KPMG Taseer Hadl & Co., a Parinership firm registered in Pakistan
and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative

("KPMG International®), a Swiss entity.
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M KPMG Taseer Hadi & Co.

Chartered Accountants

Sheikh Sultan Trust Building No. 2
Beaumont Road

Karachi, 75530 Pakistan

Independent Auditors’ Report to the Unitholders
Report on the Financial Statements

We have audited the accompanying financial statements of KSE Meezan Index Fund (*the
Fund”), which comprise the statement of assets and liabilities as at 30 June 2016, and the related
income statement and statement of comprehensive income, distribution statement, cash flow
statement, statement of movement in unitholders’ fund for the year then ended, and a summary
of significant accounting policies and other explanatory notes.

Management's responsibility for the financial statements

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

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards as applicable in Pakistan. Those
standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our judgment,
including the assessment of the risks of material misstatement of the financial statements,
whether due to fraud or error. In making those risk assessments, we considers internal control
relevant to the Fund’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Fund’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the financial statements give a true and fair view of the state of the Fund’s affairs
as at 30 June 2016, and of its financial performance, cash flows and transactions for the year
then ended in accordance with approved accounting standards as applicable in Pakistan.

KPMG Taseer Hadi & Co.. a Parinarship firm registesed in Pakistan
and a member firm of the KPMG network of independent member

firms affiliated with KPMG Inlemational Cooperative
("KPMG International), a Swiss enfily.
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Report on Other Legal and Regulatory Requirements
In our opinion, the financial statements have been prepared in accordance with the relevant

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

KO, e bnd 3e,

Date: 31 AUG 2015 KPMG Taseer Hadi & Co.
Chartered Accountants
Amyn Malik

Karachi
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STATEMENT OF ASSETS AND LIABILITIE\S{'

AS AT JUNE 30, 2016
2016

Note
Assets
Balances with banks 4 12,896 11,061
Investments 5 881,793 1,167,189
Receivable against investments - (net) 5,237 63,294
Receivable on issuance and conversion of units 1,533 229,679
Dividend receivable 2,630 4,849
Deposits and other receivables 6 2,677 2,626
Preliminary expenses and floatation costs 7 361 764
Total assets 907,127 1,479,462
Liabilities
Payable to Al Meezan Investment Management Limited (Al Meezan)

- Management Company 8 6,773 5413
Payable to Central Depository Company of Pakistan Limited (CDC)

- Trustee 9 160 183
Payable to Securities and Exchange Commission of Pakistan (SECP) 10 832 1,192
Payable to Meezan Bank Limited (MBL) 265 23
Payable on redemption and conversion of units 117 295,827
Accrued expenses and other liabilities i 17,306 17,501
Dividend payable 45 -
Total liabilities 25,498 320,139
Net assets 881,629 1,159,323
Contingencies and commitments 15
Unitholders' fund (as per statement attached) 881,629 1,159,323

(Number of units)
Number of units in issue 12 11,172,537 15,761,944
(Rupees)
Net assets value per unit 78.91 73.55
The annexed notes 1 to 26 form an integral part of these financial statements.
For Al Meezan Investment Management Limited o
(Management Company)

Mohammad Shoaib, CFA

Chief Executive
ANNUAL REPORT 2016




INCOME STATEMENT AND

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2016

2016 2015
Note (Rupees in '000)
Income
Net realised (loss) / gain on sale of investments (29,641) 27,701
Dividend income 53,797 78,129
Profit on saving accounts with banks 479 687
Other income 586 1,183
25,221 107,700
Unrealised appreciation on re-measurement of investments
‘at fair value through profit or loss' (net) 5.1 92,968 110,537
Total income 118,189 218,237
Expenses
Remuneration to Al Meezan Investment Management Limited
(Al Meezan)'- Management Company" 8.1 8,759 12,550
Sindh Sales Tax and Federal Excise Duty on Management Fee 82&83 2,823 4,192
Allocated expenses 84 440 E
Remuneration to Central Depository Company of Pakistan
Limited (CDC) - Trustee " 9 1,733 2,255
Sindh Sales Tax on trustee fee 9.1 243
Annual fee to Securities and Exchange Commission of Pakistan (SECP) 10 832 1,192
Auditors' remuneration 13 365 310
Brokerage expense 1,408 1,993
Charity expense 936 1,702
Bank and settlement charges 626 770
Amortisation of preliminary expenses and floatation costs 7 403 403
Legal and professional charges 133 -
Fees and subscription 414 125
Provision for Workers' Welfare Fund (WWF) 16 - 3,447
Printing expenses 42 23
Total expenses 19,157 28,962
Net income from operating activities 99,032 189,275
Element of income / (loss) and capital gains / {losses) included
in prices of units issued less those in units redeemed (net) 6,099 (20,368)
Net income for the year before taxation 105,131 168,907
Taxation 20 - S
Net income for the year after taxation 105,131 168,907
Other comprehensive income for the year = =
Total comprehensive income for the year 105,131 168,907
: The annexed notes 1 to 26 form an integral part of these financial statements.
J-‘ b For Al Meezan Investment Management Limited
(Management Company)

I\ 9,

mmad Shoaib, CFA MazharSharif
] i Director
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DISTRIBUTION STATEMENT
FOR THE YEAR ENDED JUNE 30, 2016

Undistributed income brought forward
- Realised
- Unrealised 110,537

368,400 199,493

Final distribution for the year ended June 30, 2015

- cash dividend: @ 3.70% i.e. Rs. 1.85 per unit (June 30, 2014: nil) (29,160) - %
Interim distribution for the year ended June 30,2016 |
- cash dividend: @ 4.70% i.e. Rs. 2.35 per unit (June 30, 2015: nil) (24,604) -
(53,764) -
Net income for the year 105,131 168,907
Undistributed income carried forward 419,767 368,400
Undistributed income carried forward
- Realised 326,799 257,863
- Unrealised 5.1 92,968 110,537
419,767 368,400

The annexed notes 1 to 26 form an integral part of these financial statements.

For Al Meezan Investment Management Limited

(Management Company)

Mohammad Shoaib, CFA
Chief Executive

ANNUAL REPORT 2016




STATEMENT OF MOVEMENT IN UNITHOLDERS' FUND

FOR THE YEAR ENDED JUNE 30, 2016

2016 2015
Note (Rupees in '000)
Net assets at beginning of the year 1,159,323 1,176,027
Issuance of 3,612,741 units (June 30, 2015: 7,119,936 units) 285,250 488,536
Issuance of 222,882 units for re-investment of cash dividend
(June 30, 2015: nil) 19,441 -
Redemption of 8,425,030 units (June 30,2015: 10,074,114 units) (627,653) (694,515)

(322,962) (205,979)
Element of (income) / loss and capital (gains) / losses included

in prices of units issued less those in units redeemed (net) (6,099) 20,368
Net realised (loss) / gain on sale of investments (29,641) 27,701
Unrealised appreciation on re-measurement of investments

‘at fair value through profit or loss' (net) 92,968 110,537
Other net income for the year 41,804 30,669
Total comprehensive income for the year 105,131 168,907
Final distribution for the year ended June 30, 2015

- cash dividend: @ 3.70% i.e. Rs. 1.85 per unit (June 30, 2014: nil) (29,160) -
Interim distribution for the year ended June 30, 2016

- cash dividend: @ 4.70% i.e. Rs. 2.35 per unit (June 30, 2015: nil) (24,604) .
Total distribution (53,764) -
Net income for the year less distribution 51,367 168,907
Net assets at end of the year 881,629 1,159,323

(Rupees)
Net assets value per unit at beginning of the year 73.55 62.83
Net assets value per unit at end of the year 78.91 73.55

The annexed notes 1 to 26 form an integral part of these financial statements.

For Al Meezan Investment Management Limited
(Management Company)

A2 9,

ad Shoaib, CFA Mazhar\Sharif
ef Executive Director
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CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2016

- |
2016 2015
Note (Rupees in'000)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the year 105,131 168,907
Adjustments for:
Amortisation of preliminary expenses and floatation costs 403 403
Unrealised appreciation on re-measurement of investments ‘at fair value
through profit or loss' (net) (92,968) (110,537)
Element of (income) / loss and capital (gains) / losses included

in prices of units issued less those in units redeemed (net) (6,099) 20,368

6,467 79,141
Decrease / (increase) in assets
Investments (net) 378,364 119,223
Receivable against investments - (net) 58,057 (63,294)
Dividend receivable 2,219 (3,771)
Deposits and other receivables (51) 29
438,589 52,187

Increase / (decrease) in liabilities
Payable to Al Meezan Investment Management Limited (Al Meezan)

- Management Company 1,360 2,675
Payable to Central Depository Company of Pakistan Limited (CDC)

- Trustee (23) 33
Payable to Securities and Exchange Commission of Pakistan (SECP) (360) 267
Payable to Meezan Bank Limited (MBL) 242 9
Payable against investments (net) - (238,282)
Accrued expenses and other liabilities (195) 6,342

1,024 (228,956)
Net cash generated from / (used in) operating activities 446,080 (97,628)
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts against issuance and conversion of units 532,837 258,857
Payment against redemption and conversion of units (923,363) (398,852)
Dividend paid (53,719) -
Net cash used in financing activities (444,245) (139,995)
Net increase / (decrease) in cash and cash equivalents during the year 1,835 (237,623)
Cash and cash equivalents at beginning of the year 11,061 248,684
Cash and cash equivalents at end of the year 4 12,896 11,061
The annexed notes 1 to 26 form an integral part of these financial statements.
For Al Meezan Investment Management Limited
(Management Company)
v
Mohammad Shoaib, CFA Mazhar\§harif
Chief Executive Director
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2016

1. LEGAL STATUS AND NATURE OF BUSINESS

1.1 KSE Meezan Index Fund (the Fund) was established under a trust deed executed between Al Meezan Investment
Management Company (Al Meezan) as the Management Company and Central Depository Company of Pakistan
Limited (CDC) as the Trustee. The trust deed was executed on March 13, 2012 and was approved by Securities
and Exchange Commission of Pakistan (SECP) under the Non-Banking Finance Companies (Establishment and
Regulation) Rules, 2003 (NBFC Rules) and the Non-Banking Finance Companies and Notified Entities Regulations,
2008 (NBFC Regulations). The Management Company has been licensed by the Securities and Exchange
Commission of Pakistan (SECP) to act as an Asset Management Company under the Non-Banking Finance
Companies (Establishment and Regulations) Rules, 2003 (the NBFC Rules) through a certificate of registration
issued by the SECP. The registered office of the Management Company of the Fund is situated at Ground Floor,
Block 'B, Finance and Trade Centre, Shahrah-e-Faisal, Karachi 74400, Pakistan.

1.2  The Fund is a Shariah Compliant Index Fund that aims to provide investors an opportunity to track closely the
performance of the KSE-Meezan Index 30 (KMI 30) by investing in companies of the index in proportion to
their weightages. Under the Trust Deed, all the conducts and acts of the Fund are based on Shariah. The
Management Company has appointed Meezan Bank Limited (MBL) as its Shariah Advisor to ensure that the
activities of the Fund are in compliance with the principles of Shariah.

1.3 The Fund is an open-end fund listed on Pakistan Stock Exchange Limited (formerly Karachi Stock Exchange
Limited). 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 an Equity Scheme.

1.4 The Management Company of the Fund has been given quality rating of AM2++ by JCR-VIS Credit Rating
Company Limited.

1.5 Title to the assets of the Fund are held in the name of CDC as a Trustee of the Fund.
2. BASIS OF PRESENTATION

The transactions undertaken by the Fund in accordance with the process prescribed under the Shariah guidelines
issued by the Shariah Advisor are accounted for on substance rather than the form prescribed by the earlier
referred guidelines. This practice is being followed to comply with the requirements of approved accounting
standards as applicable in Pakistan.

2.1 Statement of compliance

These financial statements have been prepared in accordance with the 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
Companies Ordinance, 1984, the Non Banking Finance Companies Rules, 2003 (the NBFC Rules), the Non-
| Banking Finance Companies and Notified Entities Regulations, 2008 (the NBFC Regulations, 2008) and directives
I issued by the SECP. Wherever, the requirement of the NBFC Rules, the NBFC Regulations and the said directives
h differ with the requirements of these standards, the requirements of the NBFC Rules, the NBFC Regulations
and the said directives shall prevail.

Basis of measurement

~ These financial statements have been prepared on the basis of historical cost convention except for investments
¢ ~ classified as 'at fair value through profit or loss' which is measured at fair value.
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2.3 Functional and presentation currency Ny 4

These financial statements are presented in Pak Rupees which is the functional and presentation curreng-; of
the Fund and rounded to the nearest thousand rupees. ' '

24  (Critical accounting estimates and judgements

The preparation of the financial statements in conformity with approved accounting standards requires the
use of critical accounting estimates. It also requires the Management Company to exercise its judgement in
the process of applying the Fund's accounting policies. Estimates and judgments are continually evaluated
and are based on historical experience, including expectations of future events that are believed to be reasonable
in the circumstances. The areas involving a higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the financial statements are as follows:

a) Classification and valuation of financial instruments (notes 3.1 and 5)

b)  Amortisation of preliminary expenses and floatation costs (notes 3.6 and 7)
¢)  Recognition of provision for Workers' Welfare Fund (note 16) and

d) Taxation (note 3.8 and 20)

2.5 New, amended and revised standards and interpretations of IFRSs

During the year, IFRS 10 "Consolidated Financial Statements’, IFRS 11 "Joint Arrangements", IFRS 12 "Disclosure
of Interest in Other Entities" and IFRS 13 "Fair Value Measurement" became effective for financial periods
beginning on or after January 01, 2015. IFRS 10, IFRS 11 and IFRS 12 did not have any impact on the Fund's
financial statements. The effect of IFRS 13 "Fair Value Measurement" are disclosed in note 19 to these financial
statements.

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

The following standards, amendments and interpretations of approved accounting standards will be effective
for accounting periods beginning on or after July 01, 2016:

- Amendments to IAS 38 'Intangible Assets' and IAS 16 'Property, Plant and Equipment' (effective for annual
periods beginning on or after January 01, 2016) introduce severe restrictions on the use of revenue-based
amortization for intangible assets and explicitly state that revenue-based methods of depreciation cannot be
used for property, plant and equipment. The rebuttable presumption that the use of revenue-based amortization
methods for intangible assets is inappropriate can be overcome only when revenue and the consumption of
the economic benefits of the intangible asset are ‘highly correlated; or when the intangible asset is expressed
as a measure of revenue. The amendments are not likely to have an impact on Fund’s financial statements.

Investment Entities: Applying the Consolidation Exception (Amendments to IFRS 10 - 'Consolidated Financial
Statements' and IAS 28 - 'Investments in Associates and Joint Ventures') [effective for annual periods beginning
on or after January 01, 2016) clarifies (a) which subsidiaries of an investment entity are consolidated; (b) exemption
to present consolidated financial statements is available to a parent entity that is a subsidiary of an investment
entity; and (c) how an entity that is not an investment entity should apply the equity method of accounting
for its investment in an associate or joint venture that is an investment entity. The amendments are not likely
to have an impact on Fund’s financial statements.

- Accounting for Acquisitions of Interests in Joint Operations - Amendments to IFRS 11 Joint Arrangements’
(effective for annual periods beginning on or after January 01, 2016) clarify the accounting for the acquisition
of an interest in a joint operation where the activities of the operation constitute a business. They require an
investor to apply the principles of business combination accounting when it acquires an interest in a joint
operation that constitutes a business. The amendments are not likely to have an impact on Fund’s financial
statements. :
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Amendment to IAS 27 ‘Separate Financial Statements’ (effective for annual periods beginning on or after
January 01, 2016) allows entities to use the equity method to account for investments in subsidiaries, joint
ventures and associates in their separate financial statements. The amendment is not likely to have an impact
on Fund’s financial statements.

Agriculture: Bearer Plants [Amendment to IAS 16 and IAS 41] (effective for annual periods beginning on or
after January 01, 2016). Bearer plants are now in the scope of IAS 16 Property, Plant and Equipment for measurement
and disclosure purposes. Therefore, a company can elect to measure bearer plants at cost. However, the produce
growing on bearer plants will continue to be measured at fair value less costs to sell under IAS 41 Agriculture,
A bearer plant is a plant that: is used in the supply of agricultural produce; is expected to bear produce for
more than one period; and has a remote likelihood of being sold as agricultural produce. Before maturity,
bearer plants are accounted for in the same way as self-constructed items of property, plant and equipment
during construction. The amendments are not likely to have an impact on Fund’s financial statements.

Amendments to IAS 12 ‘Income Taxes' are effective for annual periods beginning on or after January 01, 2017,
The amendments clarify that the existence of a deductible temporary difference depends solely on a comparison
of the carrying amount of an asset and its tax base at the end of the reporting period, and is not affected by
possible future changes in the carrying amount or expected manner of recovery of the asset. The amendments
are not likely to have an impact on Fund’s financial statements.

Amendments to IAS 7 ‘Statement of Cash Flows'are part of IASB’s broader disclosure initiative and are effective
for annual periods beginning on or after January 01, 2017. The amendments require disclosures that enable
users of financial statements to evaluate changes in liabilities arising from financing activities, including both
changes arising from cash flow and non-cash changes.

Amendments to IFRS 2 - 'Share-based Payment' clarify the accounting for certain types of arrangements and
are effective for annual periods beginning on or after January 01, 2018. The amendments cover three accounting
areas (a) measurement of cash-settled share-based payments; (b) classification of share-based payments settled
net of tax withholdings; and (c) accounting for a modification of a share-based payment from cash-settled to
equity-settled. The new requirements could affect the classification and/or measurement of these arrangements
and potentially the timing and amount of expense recognised for new and outstanding awards. The amendments
are not likely to have an impact on Fund’s financial statements,

Annual Improvements 2012-2014 cycles (amendments are effective for annual periods beginning on or after
January 01, 2016). The new cycle of improvements contain amendments to the following standards:

IAS 32 'Financial Instruments: Presentation' - is amended to clarify that IAS 12 'Income Taxes' applies to the
accounting for income taxes relating to distributions to holders of an equity instrument and transaction costs
of an equity transaction. The amendment removes a perceived inconsistency between IAS 32 and IAS 12.

IFRS 5 'Non-current Assets Held for Sale and Discontinued Operations": IFRS 5 is amended to clarify that if an
entity changes the method of disposal of an asset (or disposal group) i.e. reclassifies an asset from held for
distribution to owners to held for sale or vice versa without any time lag, then such change in classification is
considered as continuation of the original plan of disposal and if an entity determines that an asset (or disposal
group) no longer meets the criteria to be classified as held for distribution, then it ceases held for distribution
accounting in the same way as it would cease held for sale accounting.

IFRS 7 ‘Financial Instruments- Disclosures’: IFRS 7 is amended to clarify when servicing arrangements on
continuing involvement in transferred financial assets in cases when they are derecognized in their entirety
are in the scope of its disclosure requirements. IFRS 7 is also amended to clarify that additional disclosures
required by ‘Disclosures: Offsetting Financial Assets and Financial Liabilities (Amendments to IFRS 7)' are not
specifically required for inclusion in condensed interim financial statements for all interim periods.
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IAS 19 ‘Employee Benefits’: IAS 19 is amended to clarify that high quality corporate bonds or govi
bonds used in determining the discount rate should be issued in the same currency in which the benefitsare
to be paid. IAS 34 ‘Interim Financial Reporting. IAS 34 is amended to clarify that certain disclosures, if they are
not included in the notes to interim financial statements and disclosed elsewhere should be cross referred.

IAS 34 Interim Financial Reporting’: IAS 34 is amended to clarify that certain disclosures, if they are netincluded
in the notes to interim financial statements and disclosed elsewhere should be cross referred.

The above amendments are not likely to have an impact on Fund's financial statements.
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of the financial statements are set out below.
These policies have been consistently applied to all the periods presented, unless otherwise stated.

Financial instruments
Classification

The Fund classifies its financial assets in the following categories: loans and receivables and at fair value through
profit or loss. The classification depends on the purpose for which the financial assets were acquired. The
management determines the appropriate classification of its financial assets in accordance with the requirement
of International Accounting Standard (IAS) 39: ' Financial Instruments: Recognition and Measurement;, at the
time of initial recognition and re-evaluates this classification on a regular basis.

(a) Financial instruments as 'at fair value through profit or loss’

An instrument is classified as 'at fair value through profit or loss' if it is held-for-trading or is designated
as such upon initial recognition. Financial instruments are designated as 'at fair value through profit or
loss' if the Fund manages such investments and makes purchase and sale decisions based on their fair
value in accordance with the Fund's documented risk management or investment strategy. Financial
assets which are acquired principally for the purpose of generating profit from short term price fluctuation
or are part of the portfolio in which there is recent actual pattern of short term profit taking are classified
as held for trading or a derivative.

Financial instruments as 'at fair value through profit or loss' are measured at fair value, and changes
therein are recognised in Income Statement.

All derivatives in a net receivable position (positive fair value), are reported as financial assets held for
trading. All derivatives in a net payable position (negative fair value), are reported as financial liabilities
held for trading.

(b) Loans and receivables

These are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market, other than those classified by the Fund as at 'fair value through profit or loss'

Recognition

The Fund recognises financial assets and financial liabilities on the date it becomes a party to the contractual
provisions of the instrument.

'a




Financial liabilities are not recognised unless one of the parties has performed its part of the contract or the
contract is a derivative contract.

3.1.3 Measurement
Financial instruments are measured initially at fair value (transaction price) plus, in case of a 'financial asset or
financial liability not at fair value through profit or loss), transaction costs that are directly attributable to the
acquisition or issue of the financial asset or financial liability. Transaction costs on 'financial assets and financial
liabilities at fair value through profit or loss' are charged to the income statement immediately.
Subsequent to initial recognition, instruments classified as financial assets 'at fair value through profit or loss'
are measured at fair value. Gains or losses arising from changes in the fair value of the financial assets at fair

value through profit or loss' are recognised in the Income Statement.

Financial assets classified as 'loans and receivables' are carried at amortised cost using the effective yield
method, less impairment losses, if any.

Financial liabilities, other than those at 'fair value through profit or loss, are measured at amortised cost using
the effective yield method.

3.1.4 Fair value measurement principles
The fair value of shares of listed companies / units of funds is based on their prices quoted on the Pakistan
Stock Exchange (formerly Karachi Stock Exchange) at the reporting date without any deduction for estimated
future selling costs. Financial assets and financial liabilities are priced at their fair values.

3.1.5 Derecognition

The Fund derecognises a financial asset when the contractual rights to the cash flows from the financial asset
expire or it transfers the financial asset and the transfer qualifies for derecognition in accordance with IAS 39,

A financial liability is derecognised when the obligation specified in the contract is discharged, cancelled
or expired.

3.1.6 Regular way contract
All purchase and sale of securities that require delivery within the timeframe established by regulation or
market convention are recognised at the trade date. Trade date is the date on which the Fund commits to
purchase or sell assets.

3.1.7 Offsetting of financial instruments
Financial assets and financial liabilities are set off and the net amount is reported in the Statement of Assets
and Liabilities if the Fund has a legal right to set off the transaction and also intends either to settle on a net
basis or to realise the asset and settle the liability simultaneously.

3.2 Unitholders' fund

Unitholders' fund representing the units issued by the Fund, is carried at the redemption amount representing
the investors'right to a residual interest in the Fund’s assets.
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3.3 Issuance and redemption of units

Units issued are recorded at the offer price, determined by the Management Company for the applications : B
received by the distributors during business hours of the day when the application is received. The offer =~ |
price represents the net assets value of the units as of the close of that business day plus the allowable sales F |
load, provision of duties and charges and provision for transaction costs, if applicable. The sales load is 4
payable to the distributor and the Management Company.

Units redeemed are recorded at the redemption price prevalent on the date on which the distributors receive
redemption application during business hours on that date. The redemption price represents the net asset
value per unit as of the close of the business day less any duties, taxes, charges on redemption and any
provision for transaction costs, if applicable.

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

An equalisation account called element of income / (loss) and capital gains / (losses) included in prices of
units issued less those in units redeemed is set up in order to prevent the dilution of income per unit 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 issued and redeemed during an accounting period which pertains to unrealised appreciation /
(diminution) held in the unitholder's funds in a separate 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 unitholders. 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 recognised in the Income
Statement.

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

3.6 Preliminary expenses and floatation costs
Preliminary expenses and floatation costs represent expenditure incurred prior to the commencement of
operations of the Fund. These costs are being amortised over a period of five years commencing from 18
May 2012 in accordance with the requirements of the trust deed of the Fund.

3.7 Net assets value per unit

The net assets value (NAV) per unit as on the Statement of Assets and Liabilities is calculated by dividing
the net assets of the Fund by the number of units in issue at year end.

3.8 Taxation
Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit and

loss account except to the extent that it relates to items recognised directly in other comprehensive income
in which case it is recognised in other comprehensive income.
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Current

Provision for current taxation is based on taxable income at the enacted or substantively enacted rates of
taxation after taking into account available tax credits and rebates, if any. The charge for current tax includes
adjustments to charge for prior years, which arises from assessments / developments during the year.

Deferred

Deferred tax is accounted for using the balance sheet liability method in respect of all temporary differences
arising from differences between the carrying amount of assets and liabilities in the financial statements
and the corresponding tax bases used in the computation of the taxable profit.

The deferred tax liabilities are generally recognised for all taxable temporary differences and deferred tax
assets are recognised to the extent that it is probable that taxable profits will be available against which the
deductible temporary differences, unused tax losses and tax credits can be utilized. Deferred tax is calculated
at the rates that are expected to apply to the period when the differences reverse based on enacted tax rates.

3.8.1 The income of the Fund is exempt from income tax under clause 99 of Part | to the Second Schedule of the
Income Tax Ordinance, 2001 subject to the condition that not less than 90 percent of its accounting income
for the year, as reduced by capital gains, whether realised or unrealised, is distributed amongst the unitholders.
Provided that, for the purpose of determining distribution of at least 90 percent of the accounting income,
the income distributed through bonus units shall not be taken into account.
The Fund is also exempt from the provisions of section 113 (minimum tax) under clause 11A of Part IV to
the Second Schedule of the Income Tax Ordinance, 2001. Accordingly Supertax introduced in Finance Act,
2015 is also not applicable on funds (Section 4B of Income Tax Ordinance, 2001).

3.9 Revenue recognition

() Gains/ (losses) arising on sale of investments are included in the Income Statement currently, on the
date when the transaction takes place.

(i) Dividend income is recognised when the Fund's right to receive the same is established i.e. on the date
of book closure of the investee company / institution declaring the dividend.

(iii) Profit on bank deposits is recognised on time proportion basis using effective yield method.
3.10 Expenses

All expenses, including Management fee, Trustee fee and Securities and Exchange Commission of Pakistan
fee are recognised in the Income Statement as and when incurred.

3.11 Earnings per unit

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

3.12 Cash and cash equivalents

Cash and cash equivalents are carried in the Statement of Assets and Liabilities at cost. Cash comprises
current and saving accounts with banks. Cash equivalents are short-term highly liquid investments that are
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readily convertible to known amounts of cash, are subject to an insignificant risk of c
are held for the purpose of meeting short-term cash commitments rather than for

purposes.

3.13 Distribution

Distribution including bonus units and appropriation to reserves are recognised in the period' in which ' 4

they are approved.

4, BALANCES WITH BANKS 2016 2015
Note (Rupees in '000)
On current accounts 7,938 2,671
On saving accounts 41 4,958 8,390
12,896 11,061

4.1 The balance in saving accounts have an expected profit ranging from 2.50% to 3.59% per annum (2015:

4.00% to 5.00% per annum).
5.  INVESTMENTS 2016 2015
Note (Rupees in '000)
Investments at 'fair value through profit or loss'
- Held for trading 5.1 880,846 1,163,796
- Preference shares - fair value at initial recognition 52 - 3,393
Investment in ordinary shares - unlisted 53 947 =
881,793 1,167,189
5.1 Held for trading - shares of listed companies
Percentage in
Asat Purchases Bonus / Sales Asat r"‘?""’ “"I'"M i :':""’:::] relation to
Julyol, during right duringthe | June30, “‘; L‘m m‘:";;; R tion | MarketValueof
Naiwa of tia Investee company, s the year bl ol s 30,2016 2016 30,2016 Total
Investment
--------------- (Number of shares) -----------—-- -------- (Rupees in '000) - N
Sectors/ Companies
Automobile Assembler
Honda Atlas Cars (Pakistan) Limited 39,400 13,200 - 21,900 30,700 7,451 11,024 3573 125
Millat Tractors Limited - 22,100 - 22,100 - = = = 0.00
Pak Suzuki Motor Company Limited 30,100 8,800 - 15,400 23500 10,160 8981 (1,179) 1.02
227
Cable & Electrical Goods
Pak Elektron Limited 248,000 148,375 . 181,500 214,875 14,780 13,892 (888) 1.58
Cement
Cherat Cement Company Limited 159,527 47,900 $ 83800 123627 11,420 14,782
D.G. Khan Cement Company Limited - 340,200 - 80,300 259,900 39315 49,508
Fauji Cement Company Limited 1,012,694 299,600 2 495,000 817,294 28,868 29,259
Kohat Cement Company Limited 64,240 2,200 66,440 - - -
Pakcem Limited (formerly Lafarge Pakistan) 502,194 21,500 523,694 - - -
Lucky Cement Limited 178,990 48,800 - 88400 139390 74210 90396
Maple Leaf Cement Factory Limited 329,200 91,000 - 164200 256,000 20,830 27,01
Pioneer Cement Limited 173,500 49,998 . 88,900 134,598 11,938 14,456
Fertilizer
Dawoad Hercules Corporation Limited 466200 132,000 : 235100 363,100 43,624 54,055
Engro Corporation Limited 362,400 97,800 : 177900 282300 84,561 93,997
Engro Fertilizers Limited 276500 266,000 - 183,500 359,000 29,613
Fatima Fertilizer Company Limited 580,000 167,200 - 294,000 453,200 17,443
Fauji Fertilizer Bin Qasim Limited 452,920 83,600 - 536,500 20 1
Fauji Fertilizer Company Limited 899,501 226,300 = 1,125,800 1 -
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5.1.2

5.2

! Asat Purchases Bonus/ Sales Asat ‘::?::’ '::.":?“ :_:':":::' relation to
uly 01, during right during the June 30, Market Value of
Name of the investee company 2015 theyear issue year 2016 ';;'2:,"‘": 1.;.;: :o, ';:1:"": Total
i Investment
of shares}-———---——- [ {Rupees in '000)------— | -———- L
Food & Personal Care Products
Engro Foods Limited 159,100 44,600 79,500 124,200 18,986 20,286 1,300 230
Treet Corporation Limited 28950 85,200 47,950 66,200 3,851 3272 (579) 037
2.67
Oil and Gas exploration Companies
Mari Petroleum Company Limited 30494 9,000 - 15,700 23,794 12,952 21610 8,658 245
Pakistan Oilfields Limited 149664 41,900 74,900 116,664 43,403 40538 (2,865) 460
Pakistan Petroleum Limited (note 5.1.2) 665,778 182,500 329,300 518,978 80,924 80468 (456) 913
16.18
0il & Gas Marketing Companies
Hascol Petroleum Limited (note 15) 43,800 25,500 6,840 30,500 45,640 5,982 8017 2,935 101
Pakistan State Oil Limited 175,088 6,000 181,088 = = = * 000
Shell Pakistan Limited 29,722 7,700 37,400 22 6 6 - 0.00
Sui Nerthern Gas Pipeline Limited = 207,000 1,000 206,000 7171 7476 305 0.85
Sui Southern Gas Company Limited 288,000 3,500 284,500 7625 7832 207 089
2.75
Pharmaceuticals
GlaxoSmithKline Pakistan Limited 70,232 71,432 86,632 55,032 10,107 11,398 1,291 129
The Searle Company Limited {note 15) 53,500 22,420 12,286 41,900 46,306 14,931 24826 9,895 282
411
Power Generation & Distribution
K-Electric Limited (note 5.1.1) 3,819,153 990,000 - 1,834,500 2,974,653 24,307 23976 (331) 272
Kot Addu Power Company Limited 628,753 531,500 685,253 475,000 42,201 42394 193 481
Hub Power Company Limited 1,201,462 235,300 626,000 810,762 78,087 97,340 19,253 11.04
18.57
Refinery
Attock Refinery Limited 47,285 14,900 . 25400 36,785 8524 10305 1,781
Byco Petroleum Pakistan Limited - 371,500 162,000 209,500 4,180 4303 123 049
1.66
Technology & Communication
Pakistan Telecommunication
Company Limited "A™ 814,823 237,000 = 416,500 635,323 12,042 9,550 (2492) 1.08
Textile Composite
Nishat Mills Limited - 253,400 63,800 189,600 18,385 20457 2,072 232
Total 787,878 880,846 92,968
Total cost of investments - 'held for trading' 970,335

All shares have a nominal value of Rs.10 each except for the shares of K-Electric Limited which have nominal

value of Rs. 3.50 each .

417,000 shares of Pakistan Petroleum Limited (2015: 417,000 shares of Pakistan Petroleum Limited), having
market value of Rs 64.656 million as at June 30, 2016 (2015: Rs. 68.496 million), have been pledged as collateral
in favour of National Clearing Company of Pakistan Limited against exposure margins and mark to market losses.

Preference shares - unlisted

Name of Investee Company

Mari Petroleum Company Limited - at cost

Investment in ordinary shares - unlisted

Name of Investee Company
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‘GlaxoSmithKline Consumer Healthcare Pakistan Limited

Number

of
Shares

2015

Carrying value
(Rupees
in '000)

339,346

3,393

Number

5.3.1

of
Shares

2016

Carrying value

(Rupees
in '000)

15,279

947
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shares held in GSK. The net assets of consumer health business on the said date were Rs. 956 mlllron .@
7.67% and hence, the carrying cost was allocated by applying the aforementioned percentage among GSK
and GSK CHC and market price has been adjusted accordingly. GSK CHC is under the process of obtaining g J
listing on the Pakistan Stock Exchange Limited (formerly Karachi Stock Exchange Limited), and therefore, '

is not included in KMI-30 Index.

6. DEPOSITS AND OTHER RECEIVABLES

2016 2015
Note (Rupeesin '000)

Profit receivable on saving accounts with banks 75 23
Security deposits 2,602 2,603

2,677 2,626

7. PRELIMINARY EXPENSES AND FLOATATION COSTS

Preliminary expenses and floatation costs 7.1 764 1,167

Less: Amortisation during the year 403 403

361 764

7.1 Preliminary expenses and floatation costs represent expenditure incurred prior to the commencement of
the operations of the Fund, restricted to one percent of Pre-IPO capital, and are being amortised over a
period of five years in accordance with the trust deed of the Fund.

8. PAYABLE TO AL MEEZAN INVESTMENT MANAGEMENT LIMITED (Al Meezan) - Management Company

2016 2015
Note (Rupees in "000)

Management fee 8.1 700 1,012
Sindh Sales Tax and Federal Excise Duty on management fee 8.2&83 5,502 3,959
Sales load payable 76 109
Sindh Sales Tax and Federal Excise Duty on sales load 8.2&83 425 333

Allocated expenses 8.4 70 -
6,773 5413

8.1  Asperregulation 61 of amended Non-Banking Finance Companies and Notified Entities Regulations, 2008
(the NBFC Regulations), the Management Company of the Fund is entitled to an accrued remuneration
equal to an amount not exceeding 3 percent of average annual net assets in case of Equity Scheme. The
remuneration of the Management Company has been charged at the rate of 1 percent per annum for the
year ended June 30, 2016.

8.2 The Sindh Provincial Government has levied Sindh Sales Tax (SST) on the remuneration of the Management
Company and sales load through Sindh Sales Tax on Services Act, 2011, effective from July 01, 2011. During the
year, SST at the rate of 14 percent was charged on the remuneration of Management Company and sales load.

8.3  Asperthe requirement of the Finance Act, 2013, Federal Excise Duty (FED) is levied at the rate of 16 percent =~ = * r
on the remuneration of the Management Company and sales load. The Management Company is of the® =
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view that since the remuneration is already subject to the provincial sales tax, further levy of FED may result
in double taxation, which does not appear to be the spirit of the law, hence, a petition was collectively filed
by the Mutual Funds Association of Pakistan with the Sindh High Court (SHC) on September 04, 2013.

The SHC while disposing the Constitutional Petition No. D-3184 of 2014 relating to levy of FED on Mutual
Funds has declared the said provisions to be ultra vires and as a result no FED is payable with effect from
July 01, 2011. The Management Company, on abundant caution has not reversed the provision for FED
recognized in the year, as they are of the view that the Federal Government still reserve the right to appeal
against the said order.

Furthermore, the mutual funds have been excluded from levy of FED vide Finance Act, 2016, hence, effective
from July 01, 2016, no provision of FED will be recognised in the financial statements of the Fund.

As a matter of abundant caution, the Management Company has made a provision of FED on remuneration
of the Management Company aggregating to Rs. 4.69 million. Had the provision not been made, the Net
Asset Value per unit of the Fund as at June 30, 2016 would have been higher by Re. 0.42 per unit.

During the year, a statutory notification (S.R.0. No. 1160 (I) / 2015 dated November 25, 2015) was issued by
the Securities and Exchange Commission of Pakistan (SECP), which introduced amendments in Non-Banking
Finance Companies and Notified Entities Regulations, 2008. As a result of these amendments, the Management
Company may charge fees and expenses related to registrar services, accounting, operations and valuation
services, related to Collective Investment Schemes (CIS) upto a maximum of 0.1% of average annual net
assets of the Scheme.

PAYABLE TO CENTRAL DEPOSITORY COMPANY OF PAKISTAN LIMITED (CDC) - Trustee

The Trustee is entitled to a monthly remuneration for services rendered to the Fund under the provisions of
the trust deed in accordance with the tariff specified therein, based on the daily net assets value of the Fund.

The remuneration of the trustee for the year ended June 30, 2016 has been calculated as per the following
applicable tariff:

Net assets Tariff
From Rs 1 million to Rs 1,000 million Rs. 0.7 million or 0.20% p.a. of Net Assets, which ever is higher.

On amount exceeding Rs 1,000 million  Rs. 2.0 million plus 0.10% p.a. of Net Assets, on amount exceeding
Rs.1,000 million.

During the year, a notification (SRB-3-4/TP/01/2015/86554 dated June 13, 2015) was issued by Sindh Revenue
Board (SRB), which introduced amendments in Sindh Sales Tax on Services Act, 2011. These amendments
are applicable from July 01, 2015. As a result of these amendments, the fund recognised sales tax on trustee
fee at the rate of 14 percent in the current year.

PAYABLE TO SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN (SECP)

Under the provisions of the amended Non-Banking Finance Companies and Notified Entities Regulations
2008, a collective investment scheme categorised as an equity scheme is required to pay an annual fee to
the SECP, an amount equal to 0.095% of the average annual net assets of the Scheme, Provided that for
Collective Investment Schemes which on quarterly average basis have at least 1,000 retail investors and
mare than 50% of Net Assets are held by individual investors, provided that the maximum investment by

asingle retail investor (considered eligible for calculating the threshold of 1,000) does not exceed 1% of the
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Net Asset shall pay the annual fee at the rate 0.076% for the next three yea rs from the
of these regulations.

During the year, fees charged at the rate of 0.095%. The fee is payable to the SECP uﬂfhm’t};r;&
the close of the financial year. B

.
<oy
ACCRUED EXPENSES AND OTHER LIABILITIES 4
2016 2015
Note (Rupees in '000)
[
Workers' Welfare Fund (WWF) payable 16 12,897 12,897 -y |
Charity payable 1.1 1,600 2,764 f
Brokerage payable 921 1,296
Auditors' remuneration 225 225
Printing Expenses Payable 83 105
Rating fee payable 200 100
Withholding tax payable 1,114 94
Zakat Payable - 20
Shariah advisory fee payable 266 -
17,306 17,501

According to the instructions of the Shariah Advisor, any income earned by the Fund from investments
whereby portion of the investment of investee company has been made in Shariah non-compliant avenues,
such proportion of income of the Fund from those investments should be given away for charitable purposes
directly by the Fund. Accordingly, an amount of Rs 1.600 million is outstanding in this regard. None of the
directors of the Management Company were interested in any of donees.

NUMBER OF UNITS IN ISSUE

The movement in number of units in issue during the year is as follows:

2016 2015

(Number of units)
Total units in issue at beginning of the year 15,761,944 18,716,122
Units issued during the year 3,612,741 7,119,936
Units issued against re-investment of cash dividend during the year 222,882 -
Units redeemed during the year (8,425,030) (10,074,114)
Total units in issue at end of the year 11,172,537 15,761,944

All units carry equal rights and are entitled to dividend and share in the Net Asset Value of the Fund.
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14.

AUDITORS' REMUNERATION

2016 2015
Note (Rupees in '000)
Statutory Audit fee 125 125
Half yearly review 100 80
Other certifications and services 100 100
Out of pocket expenses 40 5
365 310

TRANSACTIONS WITH CONNECTED PERSONS / RELATED PARTIES

The connected persons include Al Meezan Investment Management Limited (Al Meezan) being the Management
Company, Central Depository Company of Pakistan Limited (CDC) being the Trustee, Meezan Bank Limited (MBL)
being the holding company of the Management Company, Directors and Executives of the Management Company,
Meezan Islamic Fund, Al Meezan Mutual Fund, Meezan Islamic Income Fund, Meezan Sovereign Fund, Meezan
Cash Fund, Meezan Financial Planning Fund of Funds, Meezan Balanced Fund, Meezan Capital Preservation Fund
- Ill, Meezan Capital Preservation Fund - I, Meezan Gold Fund, Meezan Asset Allocation Fund and Meezan Tahaffuz
Pension Fund being the Funds under the common management of the Management Company, Pakistan Kuwait
Investment Company (Private) Limited being the associated company of the Management Company, Al Meezan
Investment Management Limited - Employees Gratuity Fund and unit holders holding 10 percent or more of the
Fund's net assets.

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

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

Details of transactions with connected persons and balances with them for the year ended 30 June 2016 are as
follows:

2016 2015

Al Meezan Investment Management Limited (Rupees in '000)

(Al Meezan) - Management Company
Remuneration payable 700 1,012
Sindh Sales Tax and Federal Excise Duty on management fee payable 5,502 3,959
Sales load payable 76 109
Sindh sales tax and Federal Excise Duty on sales load payable 425 333
Allocated expenses payable 70 -
Investment as at June 30, 2016: 3,529,375 units

(June 30,2015 : 1,989,357 units) 278,503 146,317
Meezan Bank Limited
Sales load payable 265 23
Bank balance 4,299 3,170
Investment as at June 30, 2016: 2,113,224 units

(June 30,2015: 2,113,224 units) 166,754 155,428
Central Depository Company of Pakistan Limited (CDC) - Trustee
Trustee fee payable 140 183
Sindh Sales Tax on Trustee Fee Payable 20 -
Deposit 103 103
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Meezan Capital Preservation Fund - lll
Investments as at June 30, 2016: nil units (June 30, 2015: 4,638,473 units)

Meezan Capital Preservation Fund - Il
Investments as at June 30, 2016: nil units (June 30, 2015: 1,734,306 units)

Directors and Executives of the Management Company
Investment as at June 30, 2016: 432,596 units (June 30,2015:411,792 units)

Al Meezan Investment Management Company
Limited (Al Meezan ) - Management Company

Remuneration for the year

Sindh Sales Tax and Federal Excise Duty on management fee
for the year

Allocated expenses

Units issued: 1,540,018 units (2015: nil units)

Bonus units issued: nil units (2014: 1,568,367 units)

Unit redeemed : nil (2015: 3,131,009 units)

Cash dividend paid

Meezan Bank Limited
Profit on saving account
Cash dividend paid

Central Depository Company of Pakistan Limited (CDC) - Trustee
Remuneration Fee for the year

Sindh Sales tax on Trustee Fee for the year

CDS charges

Meezan Capital Preservation Fund - lll

Units issued: 119,682 units (2015: 4,638,473 units)
Transaction Cost received

Units redeemed: 4,758.155 units (2015: nil units)
Cash dividend paid

Meezan Capital Preservation Fund - Il

Units issued: 44,749 units (2015: 215,039 units)
Transaction Cost received

Units redeemed: 1,779,055 units (2015: 2,306,891)
Cash dividend paid

Directors and Executives of the Management Company
Units issued: 39,474 units (2015: 1,530 units)

Units redeemed: 18,670 units (2015: 873,710 units)

Cash dividend paid
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(Rupees in'000)
e N (
- 341,160
- 127,558
34,136 30,287
For the year ended
June 30,
2016 2015
(Rupees in '000)
8,759 12,550
2,823 4,192
440 =
110,277 7
- 230,286
10,276 -

57 104
8,875 -
1,733 2,255

243 -
84 75
8,581 328,177
- 823
329,438 =
8,581 -
3,208 13,540
- 34
134,364 155,000
3,208 a
3,295 104
1,438 63,710
1,795 =
57,
- y
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16.

CONTINGENCIES AND COMMITMENTS

The Finance Act, 2014, introduced amendments to Income Tax Ordinance, 2001. As a result of these amendments,
companies are liable to withhold bonus shares at the rate of 5 percent. These shares will be released upon
payments of tax by shareholders. The value of tax will be computed on the basis of day-end price on the first day
of book closure.

In this regard, a Constitutional Petition has been filed by Callective Investment Schemes (CISs) through their
Trustees in the High Court of Sindh, challenging the applicability of withholding tax provisions on bonus shares
received by CISs. The petition was based on the fact that because CISs are exempt from deduction of income tax
under Clause 99 Part | to the Second Schedule of the Income Tax Ordinance 2001, the withholding tax provision
should not be applicable on bonus shares received by CISs. On September 8, 2015, the Sindh High Court has
dismissed the suit on the basis that bonus shares are included in the definition of income and accordingly are
chargeable to tax. An appeal against the judgment has been instituted and a stay order has been granted by the
High Court of Sindh in favour of CISs.

In the current year, Hascol Petroleum Limited and The Searle Company Limited (2015: Mari Petroleum Company
Limited and Hascol Petroleum Limited) issued bonus shares after withholding 5 percent shares on account of tax
on bonus shares. These have not been deposited by the Company with the Government Treasury due to pending
adjudication of the aforementioned Constitutional Petition and the stay order.

There were no other contingencies and commitments outstanding as at June 30, 2016 and June 30, 2015.
WORKERS' WELFARE FUND

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

During the year 2010, a clarification was issued by the Ministry of Labour and Manpower (the Ministry) which
stated that mutual funds are not liable to contribute to WWF on the basis of their income. However, on December
14, 2010, the Ministry filed its response against the constitutional petition requesting the Court to dismiss
the petition. According to the legal counsel who is handling the case there is a contradiction between the
aforementioned clarification issued by the Ministry and the response filed by the Ministry in SHC.

In 2012, the Lahore High Court (LHC) in a Constitutional Petition relating to the amendments brought in the WWF
Ordinance, 1971 through the Finance Act, 2006, and the Finance Act, 2008, declared the said amendments as
unlawful and unconstitutional. In March 2013, a larger bench of SHC in various Constitutional Petitions declared
that amendments brought in the WWF Ordinance, 1971 through the Finance Act, 2006 and the Finance Act, 2008
do not suffer from any constitutional or legal infirmity. However, SHC has not addressed the other amendments
made in WWF Ordinance, 1971 about applicability of WWF to the CISs which is still pending before the SHC.

However, decisions of SHC (in against) and LHC (in favour) are pending before Supreme Court therefore, the
Management Company, as a matter of abundant caution, has recognised WWF charge for the period from January
01, 2013 to June 30, 2015 amounting to Rs. 12,897 million. Had the WWF not been provided, the NAV per unit
of the Fund would have been higher by Rs 1.09 (1.38%).
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The mutual funds have been excluded from levy of WWF vide Finance Act, 2015, hence, effectively froi

2015 no provision of WWF has been made in the Fund. The matter regarding previous years would either néed

to be clarified by Regulatory bodies or Courts.
FINANCIAL RISK MANAGEMENT
Financial risk management objectives and policies:

The risk management policy of the Fund aims to maximise the return attributable to the unitholders and seeks
to minimise potential adverse effects on the Fund’s financial performance.

Risks of the Fund are being managed by the Fund manager in accordance with the approved policies of the
Investment Committee which provides broad guidelines for management of risk pertaining to market risks
(including price risk and interest rate risk) credit risk and liquidity risk. Further, the overall exposure of the Fund
complies with the NBFC Regulations, 2008 and the directives issued by the SECP.

Risks managed and measured by the Fund are explained below:
Credit risk

Credit risk represents the accounting loss that would be recognised at the reporting date if counter parties fail
to perform as contracted.

Credit risk arises from deposits with banks and financial institutions, profit receivable on bank deposits, credit
exposure arising as a result of dividends receivable on equity securities and receivable against sale of investments.

Credit risk arising on financial assets is monitored through a regular analysis of financial position of brokers and
other parties. Credit risk on dividend receivable is minimal due to statutory protection. Further, all transactions
in securities are executed through approved brokers and in case of equity, transactions settled through National
Clearing Company of Pakistan Limited (NCCPL), thus the risk of default is considered to be minimal. For Debt
instruments settlement, Delivery versus Payment (DvP) mechanism applied by Trustee of the Fund minimize the
credit risk. In accordance with the risk management policy of the Fund, the Investment Committee monitors the
credit position on a daily basis which is reviewed by the Board of Directors of the Management Company on a
quarterly basis.

Concentration of credit risk exists when changes in economic and industry factors similarly affect groups of
counter parties 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 counter parties thereby mitigating any significant concentrations of credit risk.

The maximum exposure to credit risk as at June 30, 2016 along with comparative is tabulated below:

Financial Assets exposed to credit risk 2016 2015
(Rupees in ‘000)
Balances with banks 12,896 11,061
Investment - preference shares - 3,393
Receivable against investments - (net) 5,237 63,294
Receivable on issuance and conversion of units 1,533 229,679
Dividend receivable 2,630 4,849
Deposits and other receivables 2,677 2626
24,973 314,902 ©




Credit rating wise analysis of bank balances of the Fund are tabulated below:

2016 2015
Rating agency (Rs.in'000) (Percentage) (Rs.in'000) (Percentage)
AAA PACRA 9 0.07 10 0.09
AA+ PACRA 8,394 65.09 7,880 71.24
AA JCR-VIS 4,484 34.77 3,170 28.66
A+ JCR-VIS 9 0.07 1 0.01
12,896 100.00 11,061 100.00

None of the financial assets were considered to be past due orimpaired as on June 30, 2016.
The Fund does not have any collateral against any of the aforementioned assets.

Due to the Fund's long outstanding business relationships with these counter parties and after giving due
consideration to their strong financial standing, the Fund does not expect any non performance by these
counter parties on their obligations to the Fund.

17.2 Liquidity risk

Liquidity risk is the risk that the Fund may encounter difficulty in raising funds to meet its obligations and
commitments. The Fund’s offering document provides for the daily creation and cancellation of units and it
is therefore exposed to the liquidity risk of meeting unitholder's redemptions at any time. The Fund manages
the liquidity risk by maintaining maturities of financial liabilities and investing a major portion of the Fund’s
assets in highly liquid financial assets. The Fund’s investments are considered to be readily realisable as they
are all listed on stock exchanges of the country. The Fund's approach to managing liquidity is to ensure, as far
as possible, that the Fund will always have sufficient liquidity to meet its liabilities when due under both normal
and stressed conditions, without incurring unacceptable losses or risking damage to the Fund's reputation.

In accordance with the risk management policy of the Fund, the Investment Committee monitors the liquidity
position on a daily basis, which is reviewed by the Board of Directors of the Management Company on a
quarterly basis.

In accordance with regulation 58(1)(k) of the NBFC Regulations, 2008 the Fund has the ability to borrow funds for
meeting the redemption requests, with the approval of the Trustee, for a period not exceeding three months to
the extent of fifteen per cent of the net assets . However, no such borrowing has been obtained during the year.

Further, the Fund is also allowed in accordance with regulation 57 (10) of the NBFC Regulations, 2008 to defer
redemption requests to the next dealing day, had such requests exceed ten percent of the total number of
units in issue.

In addition to unitholder fund, analysis of the Fund's financial liabilities into relevant maturity grouping as
at 30 June 2016 along with comparative is tabulated below:

2016
Maturity upto More
Three Six One than Total
months months year one year
(Rupees in "000)
Payable to Al Meezan Investment Management
Limited (Al Meezan) - Management Company 6,773 - = = 6,773
Payable to Central Depositiry of Pakistan limited
(CDC) -Trustee 160 - - - 160
Payable to Meezan Bank Limited (MBL) 265 - - - 265
Payable on redemption and conversion of units 117 - - - 117
Accrued expenses and other liabilities 3,295 - - - 3,295
Dividend payable 45 - - - 45
10,655 - = - 10,655
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2015
Maturity upto More
Three Six One than
months months year one year
(Rupees in '000) 1
Payable to Al Meezan Investment Management &
Limited (Al Meezan) - Management Company 5413 - = - 5413
Payable to Central Depositiry of Pakistan limited
(CDQ) - Trustee 183 = & o 183
Payable to Meezan Bank Limited (MBL) 23 - - - 23
Payable on redemption and conversion of units 295,827 - - - 295,827
Accrued expenses and other liabilities 4490 - - - 4490
Dividend payable - - - - -
305936 = = = 305936

Units of the Fund are redeemable on demand at the option of the unitholder, however, the Fund does not
anticipate significant redemption of units.

17.3 Market risk
17.3.1 Pricerisk

Price risk is the risk of volatility in prices of financial instruments resulting from their dependence on market
sentiments, speculative activities, supply and demand for financial instruments and liquidity in the market.
The value of investments may fluctuate due to change in business cycles affecting the business of the company
in which the investment is made, change in business circumstances of the company, industry environment
and / or the economy in general.

The Fund’s strategy on the management of investment risk is driven by the Fund'’s investment objective. The
primary objective of the Fund is to provide the maximum return to the unit holders from investment in shariah
compliant investments for the given level of risks. The Fund’s market risk is managed on a daily basis by the
investment committee in accordance with the policies and procedures laid down by the SECP. Further, it is
managed by monitoring exposure to marketable securities and by complying with the internal risk management
policies and regulations laid down in NBFC Regulations, 2008.

The Fund's overall market positions are monitored by the Board of Directors of the Management Company on
a quarterly basis.

Details of the Fund’s investment portfolio exposed to price risk, at the balance sheet date are disclosed in these
financial statements. At 30 June 2016, the Fund's overall exposure to price risk is limited to the fair value of
those positions. The Fund manages its exposure to price risk by analysing the investment portfolio by industrial
sector and benchmarking the sector weighting to that of the KSE Meezan Index 30 index (KMI). The Fund's
policy is to concentrate the investment portfolio in sectors where management believe the Fund can maximise
the returns derived for the level of risk to which the Fund is exposed.

The net assets of the Fund will increase / decrease by Rs 8.818 million (2015: 11.638 million) if the prices of
equity vary due to increase / decrease in KMI 30 Index by 1% with all other factors held constant.

The Fund manager uses KMI as a reference point in making investment decisions. The Fund manager manages
the Fund's investment strategy by investing in companies of the index in proportion to their weightages. The
Fund manager monitors the performance of the Fund and the benchmark index on a continuous basis. Upon
rebalancing of the index, the Fund manager may also rebalance the portfolio within 30 days with the objective
to minimize, before expenses, the tracking error of the Fund. The sensitivity analysis presented is based upon
the Ig\mrl‘folio composition as at June 30 and the historical correlation of the securities comprising the portfolio
to the KMI.

17.3.2 Interest rate risk
The interest rate risk arises from the effects of fluctuations in the prevailing levels of market interest rates which

affect cash flows pertaining to debt instruments and their fair values. The Fund does not hold any debt
instruments therefore its net assets are not exposed to these risks. '

ANNUAL REPORT 2016 161




Cash flow interest rate risk

The Fund's interest risk arises from the balances in saving accounts.

During the year ended June 30, 2016, the net income would have increased / (decreased) by Rs 4.958 million
(2015: Rs 0.118 million) had the interest rates on profit and loss saving accounts increased / (decreased) by 100
basis points.

Fair value interest rate risk

Since the Fund does not have investment in fixed rate security, therefore, is not exposed to fair value interest
rate risk.

Yield / interest 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 financial instruments is based on the

settlement date.
As at 30 June 2016
Effective yield / Exposed to yield / interest rate risk Not exposed Total
! i Upto three More than More than ﬁ:{el:';::
months ﬂ'l:edl:l;:l;hs one year Fatarial
one year
On-balance sheet financial instruments {Rupees in '000}
Financial assets
Balances with banks 2.50% to 3.59% 4,958 - - 7,938 12,896
Investments - - - 881,793 881,793
Receivable against investments - (net) - - - 5,237 5,237
Receivable on issuance and conversion of units - - - 1,533 1,533
Dividend receivable - - - 2,630 2,630
Deposits and other receivables - - - 2,677 2,677
4,958 - - 901,808 906,766
Financial liabilities
Payable to Al Meezan Investment Management
Limited (Al Meezan) - Management Company - - - 6,773 6,773
Payable to Central Depository Company of -
Pakistan Limited (CDC) - Trustee - - - 160 160
Payable to Meezan Bank Limited (MBL) - - - 265 265
Payable on redemption and conversion of units - = . 117 117
Accrued expenses and other liabilities - - - 3,295 3,295
Dividend payable - - - 45 45
- - - 10,655 10,655
On-balance sheet gap 4,958 7 - 891,153 896,111
Off-balance sheet financial instruments - - - - -
Off-balance sheet gap = = 2 = %
Total interest rate sensitivity gap 4,958 - -
Cumulative interest rate sensitivity gap 4,958 4,958 4,958
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As at 30 June 2015

Effective yield / Exposed to yield / interest rate risk F
intErestrate Upto tl;:ee hM ore tl'tarlhs More than :
months t ;i%nd;?‘: ane year rate risk \
one year
On-balance sheet financial instruments (Rupeesini0o0} /
Financial assets
Balances with banks 4.00% to 5.00% 8,390 - - 2671 11,061 |
Investrents KIBOR + 3% 3,393 - - 1,163,796 1,167,189
Receivable against investments - (net) - - - 63,294 63,294
Receivable on issuance and conversion of units - - - 229,679 229679
Dividend receivable - - - 4849 4,849
Deposits and other receivables - - - 2626 2,626
11,783 - - 1,466,915 1,478,608
Financial liabilities
Payable to Al Meezan Investment Management
Limited (Al Meezan) - Management Company - - - 5413 5413
Payable to Central Depository Company of
Pakistan Limited (CDC) - Trustee - - - 183 183
Payable to Meezan Bank Limited (MBL) - - - 23 23
Payable on redemption and conversion of units - - - 295,827 295,827
Accrued expenses and other liabilities - - - 4490 4,490
Dividend payable - - - - -
& - - 305,936 305,936
On-balance sheet gap 11,783 - - 1,160,979 1,172,762
Off-balance sheet financial instruments - - - - -
Off-balance sheet gap - - - - -
Total interest rate sensitivity gap 11,783 - -
Cumulative interest rate sensitivity gap 11,783 11,783 11,783

17.3.3 Currency risk

Currency risk is that the fair value of 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.

18. UNITHOLDERS' FUND RISK MANAGEMENT

The unitholders' fund is represented by redeemable units. These units are entitled to distribution and payment
of a proportionate share, based on the Fund's net asset value per unit on the redemption date. The relevant
movements are shown in the Statement of Movement in Unitholders' Fund.

The Fund's objective when managing unitholders funds are to safeguard its ability to continue as a going
concern so that it can continue to provide returns to unitholders and to maintain a strong base of assets under
management.

The Fund has no restrictions on the subscription and redemption of units.

The Fund meets the requirement of sub-regulation 54(3a) of which requires that the minimum size of an Open
End Scheme shall be one hundred million rupees at all time during the life of the scheme.

In accordance with the risk management policies stated in the note 17, the Fund endeavours to invest the
subscriptions received in appropriate investments while maintaining sufficient liquidity to meet redemptions,
such liquidity being augmented by short term borrowing arrangements (which can be entered if necessary) or
disposal of investments where necessary.

19. FAIRVALUES OF FINANCIAL INSTRUMENTS
Fair value is the amount for which an asset could be exchanged, or a liability settled between knowledgeable

willing parties in an arm's length transaction. Consequently, differences can arise between the carrying valueand | f
fair value estimates. £
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Underlying the definition of fair value is the presumption that the Fund is a going concern without any intention
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

The fair value of financial assets and liabilities traded in active markets are based on the quoted market prices at
the close of trading on the year end date. The quoted market prices used for financial assets held by the Fund is
current bid price.

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

Investments on the Statement of Assets and Liabilities are carried at fair value. The Management Company is of
the view that the fair value of the remaining financial assets and liabilities are not significantly different from their
carrying values since assets and liabilities are essentially short term in nature.

The Fund measures fair values using the following fair value hierarchy that reflects the significance of the inputs
used in making the measurements:

- Level 1: Quoted market price (unadjusted) in active markets for an identical assets or liabilities.

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

- Level 3: Inputs for the asset or liability that are not based on observable market data (i.e,, unobservable inputs).

The following table presents the assets that are measured at fair value as at June 30, 2016:

Note Carrying amount Fair value
June 30,2016 Investments Other Cashand Other Total Level1 | Level2 | Level3 | Total
receivables cash payables
equivalents
Financial assets - measured at fair value
Investments - Held for trading 880,846 = = - BBOB46  BBOB46 % - 880346
880,846 = ¥ - BBOB46  BAOBA6 - - BBOB46
Financial assets - not measured at fair value
Balances with banks 191 - - 12,89 - 128%
Investments - unlisted 191 947 - - - 947
Receivable against investments - (net} 191 - 5237 - - 5237 - - -
Receivable on issuance and conversion of units 191 2 1533 & % 1533 ® 2 =
Dividend receivable 191 - 2630 . : 2630 - - -
Deposits and other receivables 191 - 2677 - - 2677
947 12077 1289 - 25920
881,793 12077 1289% = 906,766 880,846 = = 880,846
Financial liabilities - not measured at fair value
Payable to Al Meezan Investment Management
Limited - Management Company 19.1 - - = 6773 6773 - - -
Payable to Central Depository Company of Pakistan
Limited - Trustee 191 - - 160 160 - - -
Payable to Meezan Bank Limited 191 - - - 265 265 - - -
Payable on redemption and corwersion of units 191 - - - 17 17 - - -
Accrued expenses and other liabilities 191 - - - 3295 3295 -
Dividend payable 191 - - s 45 45
= = . 10,655 10655

The Fund has not disclosed fair value for these financial assets and financial liabilities because their carrying amounts
are reasonable approximation of fair value.
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20. TAXATION

The Fund's income is exempt from Income Tax as per clause (99) of part | of the Second Schedule to the |
Tax Ordinance, 2001 subject to the condition that not less than 90 percent of the accounting income!
year as reduced by capital gains, whether realised or unrealised, is distributed amongst the unitholders.
Furthermore, as per regulation 63 of the Non-Banking Finance Companies and Notified Entities Regulations,
2008, the Fund is required to distribute 90 percent of the net accounting income other than capital gains to
the unitholders. The Fund has not recorded any tax liability in respect of income relating to the current year.
as the Management Company sufficient income of the Fund for the year ended 30 June 2016, as reduced by
capital gains (whether realised or unrealised) to its unitholders.

The Fund is also exempt from the provisions of section 113 (minimum tax) under clause 11A of Part IV to the
Second Schedule of the Income Tax Ordinance, 2001. Accordingly Supertax introduced in Finance Act, 2015
is also not applicable on funds (Section 4B of Income Tax Ordinance, 2001).

21. PERFORMANCETABLE 2016 2015 2014 2013 2012
Net assets (Rs in '000) (ex-distribution)* 881,629 1,159,323 1,176,027 901,404 289,484
Net assets value / redemption price per unit

as at 30 June 2016 (Rs.) (ex-distribution)* 7891 nz 62.83 57.56 48.83
Offer price per unit as at 30 June 2016 (Rs.)

(ex-distribution)* 81.00 73.79 64.68 59.27 50.12
Highest offer price per unit (Rs.) 85.05 77.64 79.69 7942 5149
Lowest offer price per unit (Rs) 65.44 61.18 59.09 5215 48.82
Highest redemption price per unit (Rs.) 82.86 7544 7741 7712 50.17
Lowest redemption price per unit (Rs.) 63.75 59.45 57.40 50.64 47.57
Distribution (%) 4.70 370 19.60 31.00 -
Date of distribution 24 June 2016 July 3,2015 May 30,2014 July8,2013
Growth distribution (Rupees in '000) 24,604 - 123,028 191,234 -
Total return (%) 13.00 171 26.50 4962 (2.34)

One Year Two Year Three Year Four Year Five Year
Average annual retumn (%) as at 30 June 2016 13.00% 15.03% 18.73% 25.80% 19.59%

Investment portfolio composition of the Fund as described in Note 5.
22 INVESTMENT COMMITTEE MEMBERS

22.1 Details of members of investment committee of the Fund are as follows:

Name Designation Qualification Experience in years
Mr. Mohammad Shoaib Chief Executive Officer CFA/MBA Twenty six years

Mr. Muhammad Asad Chief Investment Officer CFA level Il / MBA Twenty years

Mr. Ahmed Hassan VP Investments CFA/MBA Nine years

Mr. Ali Khan Head of Research CFA/FRM /MBA Six years

Mr. Zain Malik VP Investments CFA level Il / BBA Seven years

Mr. Asif Imtiaz Senior Manger CFA / MBA - Finance Eight years

Mr. Asmar Hamoodi AVP Investments BBA - Finance / CFA /

ACCA Four years
Mr.Imad Ansari Head of Risk Management B.S Actuarial Sciences

& Risk Management /

MBA - Finance Eleven years
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22.2 The Fund manager of the Fund is Mr. Asmar Hamoodi. Other Funds being managed by the Fund manager are
as follows:

- Meezan Balanced Fund
- Meezan Tahaffuz Pension Fund

23. DETAILS OF MEETINGS OF BOARD OF DIRECTORS

Name Designation Dates of Board of Directors Meetings and Directors’ present therein
July September | October | February April June
3,2015 8,2015 22,2015 25,2016 | 20,2016 | 10,2016
Mr. Ariful Islam Chairman Yes Yes Yes Yes Yes Yes
Mr. Mohammad Shoaib Chief Executive Yes Yes Yes Yes Yes Yes
Mr. P. Ahmed Director Yes Yes Yes Yes Yes Yes
Mr. Moin M. Fudda Director Yes Yes Yes Yes Yes Yes
Mr. Atif Azim Director Yes Yes Yes Yes Yes Yes
Mr. Tasnimul Haq Farooqui Director Yes Yes Yes Yes Yes Yes
Mr. Mazhar Sharif Director Yes Yes Yes Yes Yes Yes
Syed Amir Ali Director Yes Yes Yes No Yes Yes
Syed Amir Ali Zaidi Director Yes Yes Yes Yes Yes Yes
Mr. Abdullah Ahmed Director Yes Yes Yes Yes Yes Yes
24. TOPTEN BROKERAGE COMMISION BY PERCENTAGE 2016
%
Broker's Name
1 BMA Capital Management. Limited 10.45
2 Aba Ali Habib Securities (Private) Limited 9.70
3 Elixir Securities Pakistan (Private) Limited 8.48
4  Optimus Capital Management Limited 7.47
5 Foundation Securities (Private) Limited 7.30
6  Ample Securities Limited 6.94
7 Topline Securities (Private) Limited 6.03
8 Fortune Securities (Private) Limited 6.03
9 Global Securities Pakistan Limited 5.89
10 Invest & Finance Securities Limited 5.34
2015
Broker's Name %
1  Optimus Capital Management Limited 14.92
2 Taurus Securities Limited 14.08
3 Foundation Securities (Private) Limited 13.53
4 Elixir Securities Pakistan (Private) Limited 7.58
5  Arif Habib Limited 7.08
6  Topline Securities (Private) Limited 6.35
7  Shajar Capital Pakistan (Private) Limited 6.02
8 Aba Ali Habib Securities (Private) Limited 5.84
9  Standard Capital Securities (Private) Limited 5.70
10 Fortune Securities (Private) Limited 5.06

ANNUAL REPORT 2016

166




25.

26.

PATTERN OF UNIT HOLDING

Individuals

Associated companies / directors
Retirement funds

Private limited companies

Individuals

Associated companies / directors
Retirement funds

Private limited companies

/|
meeZan

“.d

Number of
investors

392 274,729
3 479,190
5 59,822
4 67,888
404 881,629
As at June 30, 2015
Number of Investment Percentage
investors amount of tota
investment
(Rupees in‘'000) %
369 290,441 25.05
5 800,591 69.06
6 8,057 0.69
4 60,234 5.20
384 1,159,323 100.00

DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorised for issue on August 31, 2016 by the Board of Directors of the

Management Company.

For Al Meezan Investment Management Limited

g

Mohammad Shoaib, CFA

Chief Executive
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PATTERN OF HOLDINGS (UNITS) AS PER THE
REQUIREMENT OF CODE OF CORPORATE GOVERNANCE

AS AT JUNE 30, 2016
UNITS HELD BY UNITS HELD %
Associated Companies
Al Meezan Investment Management Limited 3,529,375 31.59
Meezan Bank Limited 2,113,224 18.91
Chief Executive
Mr. Mohammad Shoaib, CFA 430,005 3.85
Executives 2,590 0.02
Individuals 3,478,941 31.14
Retirements Funds 758,091 6.79
Private Limited Companies 860,311 7.70
Total 11,172,537 100.00
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