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Independent Auditors’ Report to the Management Committee

We have audited the annexed statement of assets and liabilities of Punjab Pensien
Fund (“‘the Fund™) as at 30 June 2012 and the related income statement, statement of
comprehensive income, cash flow statement and statement of movement in accumulated
pension fund (*the financial statements™) together with the notes forming part thereof,
for the year then ended and we state that we have obtained all the information and
explanations which, to the best of our knowledge and beliet, were necessary for the
purposes of our audit.

It is the responsibility of the Fund’s management to establish and maintain a system
of internal control, and prepare and present the above said statements in conformity
with the approved accounting standards and the requirements of Punjab Pension Fund
Act 2007 (“the Act”) and Punjab Pension Fund Rules 2007 (“the Rules™). Our
responsibility is to express an opinion on these statements based on our audit.

We conduct our audit in accordance with the auditing standards as applicable in
Pakistan. These standards require that we plan and perform the audit to obtain
reasonable assurance about whether the above said statements are free of any material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the above said statements. An audit also includes assessing
the accounting policies and significant estimates made by management, as well as,
evaluating the overall presentation of the above said statements. We believe that our
audit provides a reasonable basis for our opinion and, after due verification, we report
that:

a) in our opinion, proper books of account have been kept by the Fund as required by
the Act and the Rules as well as other laws, to the extent these are applicable.

b) in our opinion

i) the financial statements together with the notes forming part thereof have been
drawn up in conformity with the Act and the Rules and are in agreement with
the books of accounts and are further in accordance with accounting policies
consistently applied;
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1) the costs and expenses debited to the Fund were for the purpose of Fund’s
business and as specified in the Act and the Rules as well as other laws, to the
extent these are applicable; and

iit)  the business conducted, investments made and expenditure incurred during the
year were in accordance with the objects of the Fund.

¢) in our opinion and to the best of our information and according to the explanations
given to us, the financial statements together with the notes forming part thereof
conform with approved accounting standards as applicable in Pakistan and give the
information required by the Act and the Rules in the manner so required and
respectively give a true and fair view of the state of the Fund’s affairs as at 30 June ,
2012 and its net income and cash flows for the year then ended; and

d) in our opinion, no Zakat was deductible at source under the Zakat and Ushr
Ordinance, 1980 (XVIII of 1980).
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Punjab Pension Fund

Statement of Comprehensive Income
For we year ended 30 June 2012

Net income for the year

Net unrealized appreciation / (diminution) in fair value of
available - for - sale investments

Total comprehensive income for the year

2012 /
Rupees '

LN

1,896,338,374

361,639,493

IR

2011

Rupees

(308.871,047)

2,257,977,867

1,302,670.208

The annexed notes 1 to 14 form an integral part of these financial statements.
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Lahore General Manager
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Punjab Pension Fund

Statement of Movement in Accumulated Pension Fund

For i, L ear ended 30 June 2012

Balance at the beginning of the year

Total comprehensive income for the yvear
Net income for the year

Net unrealized appreciation / (diminution) in fair value of
available - for - sale investments

Balance at the end of the year

The annexed notes | to 14 form an integral part of these financial statements.
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Lahore General Manager

05 DEC 2012

Private Member

2012 2011
Rupees Rupees
13,355,929,673 A2.053.259.405
1,896,338,374 F611,541.253
361,639,493 (308.871,047)
2,257,977,867 1.302.670,208
15,613,907,540 13.355.929.673
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Punjab Pension Fund
Cash Flow Statement
For ye year ended 30 June 2012

CASH FLOW FROM OPERATING ACTIVITIES
Net income for the year

Adjustments for non cash and other items:

Discount on Pakistan Investiment Bonds
Discount on Marketable Treasury Bills
Discount on Term Finance Certificates
Depreciation

{Increase)/ decrease in assets:

Investments

Short term investments

Security Deposits - Central Depository Company
Prepayments

Accrued interest

Increase/ (decrease) in liabilities:

Trustee fee payable
Brokerage payable
Accrued expenses

Cash generated from/ (used in) operating activities

CASH FLOW FROM INVESTING ACTIVITIES

Iixed assets additions

Cash used in investing activities

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

Cash and cash equivalents at the end of the year

2012 2011
Rupees Rupees
1,896,338,374 1.611,541,255
(24,634,884) (8.279.672)
(6,592,363) (21,502.246)
(1,636,021) (1,150,063)
187,878 163.158
(32,675,390) (30.768.823)
632,833,246 (1,433.942,015)
(150,000,000) -
(100,000) -
(11,392) (5.940)
(30,150,562) (160,524,643)
452,571,292 (1.594,472.598)
337,369 -
3,975 (10,910)
(715,127) 1,050,750
(373,783) 1,039,840
2,315,860,493 (12.660.326)
(159,499)| | (90.700))
(159,499) (90,700)
2,315,700,994 (12.751.020)
3,010,399,481 3,023.150.507
5,326,100,475 010,399,48]

The annexed notes | to 14 form an integral part of these financial statements.
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Punjab Pension Fund

¢ Notes to the Financial Statements
For the year ended 30 June 2012 o

B

[ Status and nature of the business

The Punjab Pension Fund (the Fund) has been established under the Punjab Pension Fund Act 2007 (the Act) to generate
revenue for the discharge of pension liabilities of the Government of Punjab. The Fund is a body corporate with pcrpet‘flal :
succession. The Fund shall perform such functions and exercise such powers as are vested in it under the Act and the
Punjab Pension Fund Rules 2007 (the Rules). The management and administration of the Fund vests in the Mandgenment
Committee notified under section 5 of the Act, '

On 27 September 201 1, the Fund signed a Trust Deed with Central Depository Company whereby the Fund. through the
Management Committee and the Trustee, have formed the Punjab Pension Fund Trust (the Trust) for the benefit of the
Reserve Pension Fund created under Scction 3 of the Act. The Fund shall manage, operate and administer the Trust and the
Trustee will act as the custodian of the investments made by the Fund. The Trust shall be of a perpetual nature and shail

continue until the Trust is dissolved upon receipt of directions from the Government of Punjab, .

The Fund is responsible for investing the funds in profitable avenues to generate revenue. Currently, the Fund has invested
in a diversified portfolio of government securities, debt securities and bank deposits.

These financial statements represent the merged position of the Fund. Financial Statements of the Trust are drawn
separately, .
Expenses incurred on operations of the Fund. including expenses refating to functioning of the Management Comumittee. are
paid out of the trust property in the form of annual / supplementary budgets approved by the Management Committee.

2 Statement of compliance and significant disclosures

2.1 Statement of compliance
¢
These financial statements have been prepared m accordance with the requirements of the Punjab Pension Fund Act

2007, Punjab Pension Fund Ruics 2007 and the approved International Financial Reporting Standards (IFRS3) as
applicable in Pakistan. Approved accounting standards comprise of such [FRSs as notifted under the provisions of
the Companics Ordinance, 1984, Wherever, the requirements of the Punjab Pension Fund Act 2007 and ]r‘am_pgh
Pension Fund Rules 2007 differ with the requivements of these standards, the requirements of Punjab Pension Fund
Act 2007 and Punjab Pension Fund Rules 2007 shall prevail.

2.2 Significant estimates

The preparation of financial statements in conformity with approved accounting stundards requires management (o
make judgments, estimates and assumptions that effect the application of policies and reported amounts of assets
and liabilities and income and expenses. The estimates and associated assumgptions and judgments are based on
historical experience and various other factors that are believed to be reasonable under the circumstances. the result
of which form the basis of making the judgments about carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from these estimates

The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting estimates are
recognized in the vear in which the estimate is revised if the revision effects only that year, or in the year of revision
and future vears if the revision affects both current and future years, The areas where various assumptions and
estimates arc significant to Fund's financial statements or where judgments were exercised in application of
accounting policies are as follows:

a) Useful life of depreciable assets i3
by Investments 34
<) Accrued liabilities 3.8

3 Summary of significant accounting policies

3.1 Basis of preparation

The Nnancial statements have been prepared under the historical cost convention, except for certain mvestmens
which are carried at fair value and amortized cost,

KMy
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3.3

3.4

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

The tollowing standards. interpretations and amendments of approved accounting standards are effective for
accounting pertods beginning on or after T July 2012, However, these dre not relevant to the Fund except in few
cases these may require additional disclosures. . Y
Amendments to 1AS 2 - deferred tax on investment property.
Amendments to [AS 19 - Emiplovee Bencfils.
Amendments to LAS 1 - Presentation of Items of Other Comprehensive hncome
Amendments IAS 27 - Separate Financial Statrements (201 1) - Disclosures,
Amendments 1o JAS 28 - Investments 1n Associates and ot Ventures (2011,
Amendiments 1o IAS 32 - Offsetting Financial Assets und Finaneial Liabilities.
Amendments to RS 7 - Oftsetting Financial Assets and Financial Liabilities
Annual Improvements 2009--2011,

o A4S 1 Presemation of Financual Siatements

o 148 16 Propery, Plant and Equipment

O A4S 32 Financial Instruments: Presentation

O JAS 34 Interim Financial Reporiing

Amendments to IFRIC 20 - Stripping cost in the production phase ot a surface mining

Fined Assets and Depreciation

These are stated as cost less accumulated depreciation. Depreciation is charged o incomie by applving the strasgltt
tine miethod so as to write oft the operating fixed ussets over their expected uselul Hifv at the rates given m note 4
Depreciation is charged from the manth of acquisition while no depreciation is charged in the month of disposal or
deletion of assct. Normal repairs and maintenance are charged (o income statement as and when incurred.

Profit and loss on disposal of fixed assets represented by difference between the sale proceeds and the carrying
amount of the assets is meluded in mcome statement

Investments

The Fund classifies its mvestments as held to maturity, available-for-safe and at tair value through prefit or loss
Initial measurement

All investments are initially recognized at cost being the tair value of the consideration given including acquisition

cost, except in case of (inancial assets at fair value through profit or loss. in which case the transaction costs are
taken direetly to the income statement in the period inwhich they arnise,

Subseguent measurement

Financial assets qt fuir value througl profit or loss

These include mvestments which are acquired principally for the purpose of generating profit from short torm
fluctuations in prices are classified as financial assets at fair value through profit or loss. These wre stated at far
values with any resulting surplus/{deficit) recognized in the income statement.

Held 1o maturity

he imvestments with fixed maturity or determinable paviments where management has both ntent amd ability 1o
hold to matunty are classified as heid to mawurny. These are stated @l amortized cost using the effective mterest rate
method less impairment. f any. The amortization for the penod i tahen to the income statement.

Rt i
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Available-for-sale

Investments which can not be classified as loans and receivables, held to maturity or at fair value through protit ar
loss are classified as uvailable-for-sale.

Investments intended to be held for an unidentified period of time, which may be sold in response (o need for
liquidity or changes to interest rates oy equity prices are classified as avatlable-for-sale.

Available-for-sale investments are wmeasured at subsequent reporting dates at fair value. However investments for

which

fair vatue cannot be determined are valued at cost. Surplusf{deficit) on re-measurement is kept in

accumulated pension fund, until the security is disposed olf or is determined o be impaired, at which time, the
cumulative surplus/(deficit) is included n the income statement.

Fair value of financial assets is determined as follows:

a)

)

c)

)

3
-

Government securities

Fair value of government securities is determined on the basis of rates announced by the Financial Murket
Association,

Mational saving schemes
Fair valve of national saving schemes 15 deternimed on the basis of redemption value for each scheme.
Debt securities

Fair value of debt securities, other than government securities, is determined on the busis of prices
announced by the Mutual Funds Association of Pakistan (MUFAP) in accordance with the Sceunities and
Exchange Commission ol Pakistan (SECP) Circular No. 1 of 2009 dated 6 January 2009,

1.isted shares

Fair value of listed shares is determined on the basis of closing quoted market prices avadlable ol the Karachi
stock exchange.

Mutual Fund

Fair value of mutual fund's units ts determined with reference to the net asset vatue deciared by the
respective fund,

Revenue recognition

a)

h)

¢}

dy

Gains ¢ losses arising on sale of mvestments are included in the income statement on the date al which the
trapsaction takes place.

Dividend income is recognized when the Fund's right w recerve dividend is established. Dividend received
on marketable securities acquired after the announcement of dividend titl the book closure date s accounted
for as reduction in the cost of imestment,

Income on government securitics, national saving schemes. bonds and term finance certificates is recognized
on an acerial basis using the effective nterest rate method,

Income on bank deposits is recognized on acerual basis.

Financial instruments

{i)
tii)
{111}

(v}

(viy

kikeTy

Financial assets and financial habilitics are recognized when the Fund becomes o party to the contractual
provisions of the instrument.

Financial assets are de-recognized when the Fund loses control of the vcontractual rights that comprise ihe
{financial usset.

Financial labilities are de-recognized when they are extinguished, e, when the obligation speaitied i the
contract 15 discharged, cancelled or expired.

Anv gain or loss on de-recognition of the financial assets and financial liabilities Is taken W the income
staternent in the vear in which it arises.

Financial iabilitios. other than these at fair value through profit or loss, wre measured at amortized cost using
the effective yield method.

The parteutar measyrement methods adopted are disclosed 1 the individual policy statements asseciated
with each ttem.
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Off setting of financial assets and financial labilities

Finaneial assets and financial habititics are offset and the net amount is reported i the statement of assats and
Habihties 1f the Fund has a legal enforceable right to set off the recognized amounts-and intends either o settic on
net basis or o reabize the assets and seitie the habilities simultaneously. )

Provisions )

A proviston is recognized in the statement of assets and labilities when the Fund has legal or constructive
obligation as a result of past evenl, it 1s probable that an outflow of resources embodying cconomic benefits will be
required to settle the obligation and the reliable estimate can be made of the amount of the obligation. The
provisions are reviewed at cach reporting date and are adjusted to reflect the current best estimates,

Impairment

The carrying amounts of the assets are reviewed at cach reporting date 10 identify the circumstances mdicating the
occurrence of impairment loss or reversal of previous impairment losses. If any sueh indication cxists. the
recoverable amount of such asset is estimated and impairment loss is recognized in the income statement. Where an
impairment loss subsequently reverses, the carrving amount of such asset s increased 1o the revised recoverable
amount, A reversal of the impairment loss 1s recognized in income statoment.

Provision for non-performing debt securities is made on the basis of time based criteria in accordance with the
SECP Cirenlar No. 1 of 2009 dated 6 Tanuary 2009,

As allowed under SECP Circular No. 13 of 2009 dated 4 May 2009, the management may also make provision
against debt securities over and above the minimum provision requirement preseribed in the aloresaid cireular. m
accordance with a provisioning poliey approved by the Management Comnutiec.

Foreign currency translation

Fransactions denominated in forelgn currencies are translated to Puk Rupee at the foreign exchange rate ruling at
the date of transaction. Assets and hiabilities in foreign currency are transtated at the rates of exchange prevailing on
the reporting date. Al exchange gains/losses are taken to the income statement.

Spread transactions {Readv-Future Transactions)

The Fund enters into transactions involving purchase of an cquity securily in the ready market and simultancous
sale of the same security in the fultire market, The security purchased in ready market is classified as “Investment at
fair value through profit or loss™ and carried in the statement of assets and labilities at fair value G their eventual

disposal. with the resulting gain 7 loss taken to the income statement. The forward sale ot the security in the fuwere |

market s treated as a separate derivative transaction and s carnied at fair vajue with the resulting gan 7 loss taken o/

the income statement in accordance with the requirements of International Accounting Standard 39 Pinancial
Instruments: Recognition and Measuretent'.

Regular way contracts

Regular purchases and sales of Nnancial assets are recogmized on the trade dute - the date on which the bund
commits to purchase or sell an asset,

Transactions with related parties

{'he Fund enters into wansaction with related parties on an arm's length basis. Prices for transactions with related
parties are determined using admissible valuation methods

Cash and cash equivalents

Cash and cash equivalents are carried in the statement of assets and Habilities ot cost. Cash and cash equivalenis
mcludes balances with banks.

Taxation

The income of the Fund is exempt from tax under Section 37(3) 0 of Part | of the Second Schedule to the Tncome
Tax Ordinance 2001, theretore no provision for taxation has been made in these finmmcal statements

KU in
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QOperating fixed assets - tangible

30 June 2012

{ 8] A i DEPRECIATION Written Down
Particulars As at .. Asg at Rate As at . As at Value as at
Additions Charge for the y
01 Julsy 2011 oM 30 gune 2012 || % 01 July 2011 ArRe TorIREYEATH 30 June 2012 30 June 2012
{ Rupecs )
Fumiture and fitlings 42900 - 42 900 20 8.661 8,580 17.241 23659
Office equipment 370,194 159,499 530,693 3335 248.050 140,586 38R.636 142037
Motor vehicles 193,558 - 193 558 20 59.383 38712 98,093 93403
607,652 159,499 767,151 316,094 187,878 503,972 263,179
30 June 2011
C O S T DEPRECIATIO Written Down
Particulars As at Additions As at Rate % As at Charee for the vear As at Value as at
01 July 2010 e o 30 dune 2000 U o1 e 2010 = y 30 June 2011 30 June 2011
(e e o Rupegs-erememmmomeamaanoe 3
Furniture and Htngs 15,700 27,200 12900 20 4,761 3,900 8.661 34239
Office equipment 371,194 - 370194 3333 124,330 123,720 248 050 123,144
Motor vehacles 130.058 63,500 193558 20 23,845 33,538 39,383 134,175
16,952 90,700 607.652 152,936 163 138 316,094 291538
Investments - Available for sale
Carrving vatue Fair value
2012 2011 2012 2011
Sate Rupees Rupees Rupees
Pakistan invesiment Bumls. 37 9066,775,622 8.532,654759 9,052,357,959 R 189937742
Market Treasury Balls 32 138,920,364 1231497 246 138,870,340 1 254037300
Term Finance Certificares 33 189,004,654 187.608.633 512,653,748 49%,240 44940
9,694,790.640 111291760 618 9,703,882,047 R SRIREES
b value ./1dpuslmenl 9,091,407 (32 AIRUS6Y
0,703,882.047 DA RIEEN




5.1

5.2

33

Pakistan Investment Bands

Face value

Balance as a1 30 June 2812

Fair value as

Fair value as

Issue date Tenor - Years As at Purchuse during | Sales / Matured As at Carrying Fair Appreciation / | percentage of net|  percentage of
¥ Jaly 2011 the period  |during the period] 30 Jume 2012 value value {diminution) assets total investments
{-- Rupees:
30-Aug-h8 10 - Years 500,000,000 . . 300 000.000 486,005,096 476,194,430 (9.810,666) 163 4.9}
3-Sep-09 10 - Years 3,050,000,000 - 3.030,000.000 2,985 966,766 2.882,305,345 (103,661,421) 2800 2970
22-Jul-10 0 - Years 2,300,000,000 . - 2.300.000.000 2,073,539.971 2,160,621 193 87081222 20.99 2227
18-Aug-11 0 - Years - 300,000,000 - 300,000,000 466,088,210 466,933 802 845592 4.54 481
31-Oct-06 15 - Years 68,000.000 - - 68.000.000 37.120,710 56,279.7151 (840,959) .33 038
30-Aug-08 15 - Years 1.400,000,000 - - 1,400.000.000 1.340 480,101 1,333.615,578 (6,864,523) 1296 13.74
18-Aug-11 15 - Years - 25.000,000 - 25.000.000 23,438,272 23,548,146 109,874 023 .24
30-Aug-08 20 - Years 900,000,000 B - 900.000.000 863,448,543 871,784 798 6,335,855 847 898
31-Oct-06 20 - Years 25,000,000 - - 25.000,000 21,046,923 20,383,769 (661,154) 020 021
20-Jan-04 20 - Years 3,000,000 - 5.000.000 4,140,814 4,050,340 (110,274} 0.04 0.04
30-Aug-08 30 - Years 730.G00.000 - - 730.000.000 743499816 736.638.607 13.138.791 733 7.80
§.998.0860.000 525.000.000 - 9.523,060.9090 9.066,775,622 9452 357,959 (14,417.663)
Market Treasury Bills
[ Face value L Bal:}ncc as at 3 June 2042 Fair value as Fair value as
H Tssue date Tenor - Months As at Purchase during | Sales 7/ Matured Asar Carrying Fair Appreciation/ |percentage of net] percentage of
[ 1 July 2011 the period during the period] 30 June 2012 value i value (diminution) assets total investments
N ( Rupees
5-May-11 3 Months 450,000,000 - 450,000 000 - - - - - .
-Jun-11 3 Months $00.000.000 500,000,000 - - .
16-Jun-11 3 Months - 84 000 000 84,000 000 - - B - .
10-Mar-11 6 Months - 416.000.000 416,000,000 - - - - -
24-Mar-11 6 Months - 75 000,000 975,000,000 - - - - -
21-Apr-11 & Months 130000 000 150,000,000 - - - - -
3-May-11 6 Months 430,000,000 - 450,000,000 - - - - - -
2-Jun-11 6 Months 4040.000.000 400,000,000 - - -
26-Jan-12 & Months - {40,000 000 - 140,000,000 138,920,364 138.870,340 (50,024) 133 143
1,300,000,000 2,265,000,600 3,425,0600,000 140,000,000 138,920,364 138,870,340 (50,0243
Term Finance Certificates
Numiber of Certificates Bale}mce as 2t 30 June 2012 Fair value as Fair value as I
| Name of issuer Issue date As at Purchase during | Sales / Matured As at Carrying Fair Appreciation / |percentage of net| percentage of |
i f { July 2011 the period during the period] 30 Junc 2012 value value (diminution) assets total investments |
l N { - Rupees——-
Caited Bank Limited 14-Feb-08 000 - 3.000 23,501,203 23172160 1.670.937 0.24 026
tnzeo Perpetual | 18-Mar-08 i3 000 - S0.00 180.973.939 1950 200.000 9226 061 I8 196
Engro Perpetual It 1 8-Mar-08 & 800 - 6800 30300968 33566194 3265226 0.3% 053
Bank ‘thabib Limited 11 P dun-09 20 000 104 3785447 «. 104 171 806 {236,738 (RS 107
Baak Albabib Limited 1V 0-Jan-1t ELRIS) ) - 149 940,004 139,393 588 9.633 588 Pas HVE!
101,800 - 10{.804 489,094,654 312,653,748
Grand 1otal 9695790640 9703882047 9.091 407
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Short term investments
Term Deposit Receipts

Note

6.1

2012 2011
Rupees Rupees
150,000,000 -

6.1  Term Deposit Receipts are placed with commercial banks for one year term at the rates 12.43% (2011: Nil)

per annum.
Accrued interest

Accrued interest on:
Term Deposit Receipts
Pakistan Investment Bonds
Term Finance Certificates

Cash and cash equivalents

Cash in hand

9,941,636
412,775,024
11,730,074

4.691.78 1
389,482,614
13,121,777

434,446,734

404,296,172

24,000 22410

Cash at bank
Saving account 8.1 136,337,523 10,377.071
Term deposit receipts 8.2 5,189,738,952 3,000,000.000
5,326,076,475 3,010,377.071
3,326,100,473 3,010,399 481

8.1  This carries interest @ of 11.00% (2011: 12.60%) per annum.

8.2  Term Deposit Receipts are placed with commercial banks at the rates ranging from 12.20% to 14.00% (201 1:
13.70% to 13.75%) per annum.

Contingencies and commitments
There were no contingencies and commitments as at 30 June 2012,

Operating expenses

Salaries and wages 15,369,837 14,321,593
Rent 1,350,360 1,306,800
Utilities 304,952 439,070
Repair and maintenance 295,694 275,750
Vehicle running expenses 451,745 422777
Traveling, lodging and boarding 93,154 110,668
Fee and subscription 36,000 30.000
Printing and stationery 235,266 254,432
Courier and postage 6,882 19.089
Legal and professional 225,000 80,000
Office and other expenses 359,884 277,398
Depreciation 187,878 163,158
Auditors remuneration 635,000 440,000
Advertisement 6,680 38,181
Training and development - 16,000
Bank charges 17,556 16,092
Miscellaneous 64,127 103,015

19,640,015 18.314.025

Uiy
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Financial instruments

The Fund has exposure to the following risks from its use of financial instruments: ‘

Credit risk
Liguidity risk
Market risk

The Management Committee has overall responsibility for the establishment and oversight of Fund's risk

management framework. The Management Committee is also responsible for developing and monitoring the Fund's
risk management policies.

This note presents information about the Fund’s exposure to each of the above risks, the Fund’s objectives, policics
and processes for measuring and managing risk.

The Fund's risk management policies are established to identify and analyze the risks faced by the Fund to set
appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and
systems are reviewed regularly to react to changes in market conditions and the Fund's activities.

1

Credit risk

Credit risk is the risk that a counter party to a financial instrument will fail to discharge an obligation or
commitment that it has entered into with the Fund, resulting in a financial loss to the Fund. At the year end it
arises principally from debt securities held, term deposits, bank balances and profit/ markup recoverable. cte.
Out of the total financial assets of Rs 15,614 million (2011: Rs 13,3537 million) financial assets which are
subject to credit risk amount to Rs 6,010 million (2011: Rs 3,523 million).

The carrying amount of financial assets represents the maximum credit exposure before any credit
enhancements. The maximum exposure to credit risk at the reporting date is:

2012 2011
Statement Statement

of assets and of assets and
liabilities liabilities
Rupees Rupees

Bank balances 136,337,523 10.377,071
Investments 512,653,748 498,242 .490
Short term investments 150,000,000 -
Term Deposit Receipts 5,189,738,952 3,000,000,000
Mark-up receivable 21,671,710 14,813,358

6,010,401,933 3,523,433.119

Differences in the balances as per the statement of assets and liabilities and maximum exposure in
investments is due to the fact that investments of Rs 9,604 million (2011: Rs 9,834 million) relates 1o
investments in Government Securities which are not considered to carry credit risk,

Concentration of credit risk

Concentration of credit risk exists when changes in economic or industry factors affect groups of
counterparties whose aggregate credit exposure is significant in relation to the Fund’s total credit exposure:
Around 61.50 % of the Fund's financial assets are in Government securities which are not exposed to the
credit risk, while the remaining portfolio of financial assets is broadly diversified and transactions are entered
into with diverse credit-worthy counterparties thereby mitigating any significant concentrations of ¢credit risk.
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€ Details of Fund's concentration of credit risk of financial instruments by industrial distribution are as foliows:

2012 2011
Rupees Percentage Rupees Percentage
Commercial banks 5,486,018,111 91.28% 5,012,068,852 i 85.49%
Miscellaneous 524,383,822 8.72% 511,364,267 14.51%
6,010,401,933 100%  3,523,433,119 : 100%%

Settlement risk

The Fund’s activities may give rise to risk at the time of settlement of transactions. Settlement tisk is the risk
of loss due to the faiture of an entity to honour its obligations to deliver cash, securities or other asscts as
contractually agreed on sale.

For the vast majority of transactions the Fund mitigates this risk by conducting settlements through a broker or
bank to ensure that a trade is settled only when both parties have fulfilled their contractual settlement
obligations.

Liguidity risk

Liquidity risk is the risk that the Fund will not be able to meet its financial obligations as they fall due. The
Fund's approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient
liquidity to meet its liabilities when due, under both normal and stressed conditions. For this purpose the Fund
has effective cash management and planning policy to ensure availability of funds and to take appropriate
measures for new requirements.

The following are the contractual maturities of financial liabilities:

30 June 2012
Carrying Six months or Six to twelve One to Two Two to five
amount less months vears years
Rupees
Trustee fee
payable 337,369 337,369 - - -
Brokerage
payable 75,000 75,000 - - -
412,369 412,369 - - -
30 June 2011
Carrying Six months or Six to twelve One to Two .
Two to five years
amount less months years -
Rupees--- - . e
Brokerage
payable 71,025 71,025 - - -
Accrued
expenses 1,427,233 1,427,233 - - -
1,498,258 1,498,258 - - -

11.3 Market risk

Market risk is the risk that changes in market prices, such as interest rates, equity prices and forcign exchange
rates will effect the Fund’s income or the value of its holdings of financial instruments. The objective of
market risk management is to manage and control market risk exposures within acceptable parameters. while
optimizing the return on risk. '

Muanagement of market risks

The Fund manages market risk by monitoring exposure on marketable securities by following the internal risk )
management policies and investiment guidelines approved by the Management Committee and regulations laid
down by the Punjab Pension Fund Act 2007 and Punjab Pension Fund Rules 2007. The maximum risk
resulting from financial instruments equals their fair vajues.
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11.3.1  Interest rate risk

€ .3.1.1 Interest rate risk is the risk that the fair value or future cash flows of a financial instrument wili fuctuale
because of changes in market interest rates. Currently the Funds interest rate exposure arises on invesument in
Government securities, term finance certificates, term deposit receipts with banks and balance with bank on
saving account. Currently all of the Fund's investment carry fixed interest rates except for invesiments in some
of the Term Finance Certificates. In addition the Fund may change the mix of its portfolio o enhance the
earning potential of the Fund subject to the above defined guidelines. Other risk management procedures are the
same as those mentioned in the credit risk management.

11.3.1.2 At 30 June, detaits of the interest rate profile of the Fund's interest bearing financial assets were as follows:

Financial assets

Fixed rate instruments

Market Treasury Bills
Pakistan Investment Bonds
Term Finance Certificates
Term Deposit Receipts
Bank balances

Short term investmenis

Variable rate instruments

Term Finance Certiticates

2012 2011 2012 2011
Effective rate Fair value
(in Percentage) = meememmememmeoeeee Rupees ~-orommmmcmee e
11.97 1374 1o 14.16 138,870,340 1,254,032.300
12.84 10 1457 1306 (0 14.58 9,052,357,959 R.189.937 742
15.03 to 15.73 150 t0 19.22 263,715,394 2541 12.%61
12.20 to 14.00 13.70 to 13.75 5,189,738,952 3.000,000.000
11.00 12.6 136,337,523 10,377,071
12.43 - 150,000,000 -
14,931,020,168 12,705.459,374
KIBOR + 0.85 KIBOR +0.85 10
te KIBOR + 1.7 KIBOR + 1.7 248,938.354 247 130229

Fair value sensitivity analysis for fixed rate instruments

4

The Fund does not account for any fixed rate financial assets and liabilities at fair value through profit or loss.

Therefore a change in interest rates at the reporting date would not affect income stalement.

Cash_flow sensitivity analysis for variable rate instruments

As at 30 June 2012

Cash flow sensitivity-Variable rate financial asset

As at 30 June 2011

Cash flow sensitivity-Variable rate financial asset

None of the financial liabilities carry any interest rate.

Profit and loss 100 bps

Increase Decrease
Rupees Rupees
2.489.384 (2.489.384;

2.471.302

(2.471.302)

The sensitivily analysis prepared is not necessarily indicative of the eftects on profit/ (loss) (or the year und

assets / liabilities of the Fund.
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Related party transactions

The refated parties comprise local associated companies, related group companies, Management Committee members of
the Fund, Company where Management Conmmittee members also hold directorship, and key management employeces.
The Fund in the normal course of business carries out transactions with related parties. Amounts due from related parties
are shown under accrued interest and cash and cash equivalents. Details of transactions with related parties are as
follows:

2012 2011
Rupees Rupees
Transactions with The Bank of Punjab
Investments in Term Deposit Receipts 2,800,000,000 12,950,000.000
Maturities in Term Deposit Receipts 2,500,000,000 13,450,000.000
Accrued interest on Term Deposit Receipts 1,055,738 938,356
Cash at bank 118,927,301 10,377,071
Income from Term Deposit Receipts and Saving Account 382,222,284 437,741,217
Transactions with Central Depository Company of Pakistan
Limited (CDC) - Trustee
Trustee fee expense 3,041,519 -
Custody fee - CDS Charges 22,023 39.060
Security Deposits - Central Depository Company 100,000 -
13 Date of authorization for issue =
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The financial statermnents were authorized for issue on by the Management Commitiee of the Fund,
14 General
Figures have been rounded off to the nearest rupee.
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