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Auditors’ Report to the Management Committee

We have audited the annexed statement of assets and liabilities of Punjab Pension
Fund (“the Fund”) as at 30 June 2015, the related income statement, statement of
comprehensive income, cash flow statement and statement of movement in accumulated
pension fund 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 belief, 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 conducted 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:

1)  the statement of assets and liabilities and income statement together with the
notes thereon 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;

ii)  the expenditure incurred during the year was 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

iii) the business conducted, investments made and expenditure incurred during the
year were in accordance with the objects of the Fund.
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¢) in our opinion and to the best of our information and according to the explanations
given to us, the statement of assets and liabilities, income statement, statement of
comprehensive income, cash flow statement and statement of movement in
accumulated pension fund 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 2015 and of its net
income, its comprehensive income, its cash flows and changes in accumulated
pension fund 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).

| YO . Wdid\,,
Date: 30 September 2015 KPMG Taseer Hadi & Co.

Chartered Accountants
Lahore (Bilal Ali)
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Punjab Pension Fund

Statement of Assets and Liabilities

As at 30 Jurne 2015
2015 2014

Rupees Rupees
Assers
Operating fixed assets 433,950 485,545
Investments 27,313,308,575 18,364,997,910
Accrued interest 660,619,011 866,839,295
Advances deposits and prepayments 1,475,000 339,580
Cash and cash equivalents 7,324,730,962 5,518,659,051
Total assets 35,300,567,498 24,751,321,381
Liabilities
Trustee fee payable 577,369 456,081
Brokerage payable - 126,974
Accrued expenses 727,646 712,989
Total liabilities 1,305,015 1,296,044
Contingencies and commitments = 53
Net assets ~ 35,299,262,483 24,750,025,337
Represented by:
Accumulated Pension Fund 35,299,262,483 24,750,025,337

The annexed notes 1 to 14 form an integral part of these financial statements,
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Punjab Pension Fund

Income Statement
For the year ended 30 June 2015

Income

Income from Term Deposit Receipts and

National Savings Account

Income from Pakistan Investment Bonds
Income from Term Finance Certificates

Income from Market Treasury Bills

Capital gain on sale of investment - net

Other Income

Expenditure

Operating expenses

Trustee fee and custody charges

Brokerage expense

Net income for the year

2015 2014
Note Rupees Rupees

1,612,886,299 373,798,710
1,513,378,644 1,453,738,462
65,342,818 56,280,568
55,243,378 310,766,794
859,702,400 3,431,949
5,200 1,065
4,106,558,739 2,198,017,548
9 35,953,708 22,832,934
6,339,151 4,915,798
671,017 205,653
42,963,876 27,954,385

4,063,594,863

2,170,063,163

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

Statement of Comprehensive Income
For the year ended 30 June 2015

Net income for the year

Other comprehensive income

ltems that are to be classified subsequnetly 1o
profit and loss account.:

Unrealised appreciation / (diminution)
on remeasurement of 'available
for sale’ investments

Total comprehensive income for the year

The annexed notes 1 to 14 form an integral part of these financial statements.
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2015 2014
Rupees Rupees

4,063,594,863 2,170,063,163

1,485,642,283 (1,041,767,754)

5,549,237,146 1,128,295,409
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Punjab Pension Fund

Cash Flow Statement
For the year ended 30 June 2015

Cash_flow from operating activities

Net income for the year

Adjustments for non cash items:
Discount on Pakistan Investment Bonds
Discount on Marketable Treasury Bills
Discount on Term Finance Certificates

Depreciation on operating fixed assets

Changes in working capital

(Increase) / decrease in current assels:
Accrued interest
Advances deposits and prepayments
(Decrease) / increase in current liabilities:
Trustee fee payable
Accrued Expenses
Brokerage payable

Cash generated from operations

Cash flow from investing activities

Investments
Fixed assets additions
Nef cash used in investing activities

Cash flow from financing activities

Amount contributed by the Governmnet through
the Reserve Pension Fund
Cash generated from financing 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

2015
Note Rupees

4,063,594,863

2014
Rupees

2,170,063,163

(21,664,115) (39,717,424)
(55,243,378) (10274,791)
(1,624,340) (1,518,883)
214,095 265,405
(78,317,738) (51.245,693)
206,220,284 (233,239,321)
(1,135,420) :

121,288 66,283
14,657 137,230

| (126,974)] | 126,974
205,093,835 (282,908,834)
4190370960 1,835,008,636

(7,384,136,549)| [ (7,606,492,792)

(162,500) (462,300)

(7,384,299,049) _ (7,606,955,502)
5,000,000,000  4,800,000,000
5,000,000,000 . 4,800,000,000
1,806,071,911 (971,046,956)
5,518,659,051  6,489,706,007

7 7,324,730,962  5,518,659,051

The annexed notes 1 to 14 form an integral part of these financial statements,
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Punjab Pension Fund

Statement of Movement in Accumulated Pension Fund
For the year ended 30 June 2015

2015 2014
Rupees Rupees
Balance at the beginning of the year ' 24,750,025,337 18,821,729,928
Amount contributed by the Governmnet through
the Reserve Pension Fund 5,000,000,000 4,800,000,000
Total comprehensive income for the year
Net income for the year 4,063,594,863 2,170,063,163
Unrealised appreciation / (diminution)
on remeasurement of 'available for sale’ investments 1,485,642,283 (1,041,767,754)
5,549,237,146 1,128,295,409
Balance at the end of the year 35,299,262,483 24.750,025,337

The annexed notes 1 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 2015

1

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 perpetual 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 Management Committee notified under section § of the Act.

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' and
'Expense’ accounts are drawn separately,

Expenses incurred on operations of the Fund, including expenses relating to functioning of the Management
Committee, are paid out of the trust property in the form of annual / supplementary budgets approved by the
Management Committee.

Basis of presentation

2.1  Statement of compliance

These financial statements have been prepared in accordance with the requirements of the Punjab Pension
Fund Act 2007, Punjab Pension Fund Rules 2007 and the approved International Financial Reporting
Standards (IFRSs) as applicable in Pakistan, Approved accounting standards comprise of such IFRSs as
notified under the provisions of the Companies Ordinance, 1984. Wherever, the requirements of the
Punjab Pension Fund Act 2007 and Punjab Pension Fund Rules 2007 differ with the requirements 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 the financial statements in conformity with approved accounting standards requires
management to make judgments, estimates and assumptions that cfect the application of policies and
reported amounts of assets and liabilities ‘and income and expenses. The estimates and associated
assumptions 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.
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The sstimates and undeyiying assumptions are seviewsd on an ﬂmﬂmng basis. Revision (o accouniing
estimates are-recognized. in the vear in which the estimase i revised if the sevisien affects only that
or in the yeur of revision and fururs years 16 e reviston wiTects both cirent and future years. The are
wherg various assumptions and estimates are significant to Fund's financial Jtat@mentﬁ or. whs
Judgments were exervised in application of accounting policles are s follows:

Mate
a)  Useful life of depreciabile assets 33
by Inveshhents 34
¢} Accrued Habilities i

3 Surmmary of signilfeand getounding policies

N |

32

3.3

3.4

Basis of preparation

The financial statements have been prepared under the historical cost convention, sxcept for certain
investiments which are carried at fair value and amortized cost.

Standardy, nterpreistions and gwmendmests to poblished spproved seeounting styndueds thed o
nat yot offpeiive:

The following standards, interpretations and amendments of approved scconnting standards are effective
for acceunting years beginning on or after 1 July 2015, However, these are not relevart to the Fund
except in few cases these may require additional disclosures,

- Amendments to 1AS 38 - Inlangible Assats,

- Amendments to IAS 16 - Property, Plart and Equipment,

- Amendments to IFRS 10 - Consolidated Finarcial Staternents.

. Amendmenis to IFRS 12 - Disclosure of Interest in other entities,

- Amendments to TAS 28 - Investments in Associates and Joint Ventures,
- Amendments to JERS 11 - Joint Arrangement.

- Amendments to TFRS 13 - Fair Value Measurement,

- Amendments to TAS 27 - Separate Finaucial Statemeints,

- Manendments to [TAS 41 - Biclogical Assets.

- Anraual Improvements 2012-2014,

- RS 5 - Nom-current Assets Held for Sale and Discontinued COperations
. IFRS 7 - Financial Instruments~ Disclosures.

" IAS 19 - Proployee Benefits,

- IAS 34 - Interim Financial Reporting.

Finad ansely and depreciuting

These are stated as cost kess eccumulated depreciation, Depreciation is charged to income by applying the
straight Hne method so as 1o write off the operating fixed assets over their expected useful life ot the rates_
given in note 4, Depreciation is charfed from the month of acquisition while no depreciation is charged - )
in the month of disposal or deletion of.asset. Normal repairs and maintenance are charged to iicome
statemnent as and when Incurred.

Profit and loss on digposal of fixed assets represented by difference between the sale proceeds and the
carrying amount of the assets is included in income statement,

Tvestiments

=h
=
=

The Fund classities tis investments s held to matudity, available-for-sale and at falr value through pro
or loss.

YR 1 %
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3.4.%

342

Tubtial menswrement

Al investfhents are initially recagnized at cost being the fair value of the consideration given including
acquisition cost, except in case of financial assets at fair value through profit or foss, in which case the
tranisaction costs ave taken directly to the incame statement m the year in which they arizg,

Subsegient mesgursmant

Singncial puiets of Saliwelue theayid aeadil o lovs

These-include frpvestments which are acguired principally for the purpose of generating profit fram short
erm fluctuations n prices are classified as financial assets at f5ir value through profit or foss. These are
stated at fair values with any resulting surplus/{deficit) recognized in the income statement.

T"" o

i3

2 classified as foans and receivables, held @ maturity ov ab By value theough
{ as avaiiable-for-sale.

Investrents whith can not b
profit or logs ae flasyifie

Investments intended o be held for an unidentified year of time, which may be soid inresyonge to nead
for Hiquidity or changes to ditorest rafes or gquity prices are classifisd gs zvailable-foresale.

Avatlable-for-sale investments sre measured ot qubséguent veparting dateg at faid vahea, Tlowews
investiments: for whish fair vahie cannot be defermined are ?(du,ﬁclt‘} on i
ant isdent in accumulated pension fund, antil the secur

oSt

_ fisposed off of i detprmined 1 be
m“pciared, st which time, the camulative surplus/(deficit) is inchuded inthe come gatoment,

Fair valug of fnanciabsssets i determined as follows
a}  Gwveenmont seepritles

Fair vatue of government securities is determined on the basis of riges announced by the Financial
Market Association.

b} Mutlsualseviegschemes

Fair value of national saving swf:r nes 15 determined on the basis of redemption value for each

scheme,
e} Bebd seryriths

Fair value of debt securities, other than government securities, i determined on the basis of prices
auncunced by the Mutual Funds Association of Pakigtan. (MUPAP) in accordance with the
Securities and Exchange Commission of Pakistan (85CP) Chouler No. 33 of 2012 dated 74
October 2012,

Yot iy




dy  Rasted sbarey

Fair-vais of Heted shares is deturmnined oy the bazis of closing quoted market prices avaiiable ai
the Rardehs stock éxchange. '

gy Flhugtual Fusd

reforence o e net asset valug denlared by the

38 Lowss dgud receitabiss

Loans snd recetvables are mon-dertvative fnancial assets with fixed or determinable payments that are
ot gunted in an active market, Loans and recsivables comprise advances, deposits and other regefvables
and cash and cash equivelents in the balence sheat.

36 Hevemwe vepsguition

a}  Gains/ losses arlsing on sale of investments are included In the income statement on the date at
which the transaction fukes place.

by Dividend income is recognized when the Fund's right to receive dividend s established. Dividend

received on marketable securities acquired after the announcement of dividend 1l the book closura
date is accounted for as reduction in the cost of investment,

¢y Income on government securities, bonds and term finance certificates is recognized on an acorual
basis using the effective nterest rate method.

¢y Income on deposits (s recomized on accrual basis.
37 Finaucisd instraments

(iy  Financial assets and fmancial labilides are recognized when the Fund becomes a party to the
contractual provisions of the instrument. .

(i} Financial assets are de-recognized when the Fund loses confrol of the contvactwal rights that «
corprise the financial asset.

{ili) Financial lizbifities are de-recognized when they are extinguished, ie. when the obligstion
specified in the contract is discharged, cancelled or expired.

{iv) Any gain or loss on de-recognition of the financial assets and financial Iu.b‘httes is taken to the
income statement in the vear i which i arises.

(v}  Financial Habilities, other than those at fair value through profit or Joss, are measured at am ortzzed
cost using the effective yield method.

(v} The particalar measurement methods adopted are disclosed in the individual policy staterents
associated with each item,

38 O settlyg of Supncial sssety sod Beneial Bobilities

Financial assets and financial liabilities are offset and the net amount is repsrted in the statement of assets
and liabilities if the Fund has a legal enforesable right to set off the recognized amounts znd intends |
either to seltle on net basis or to realize the assets and settle the Habilities simultancously.
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Frovisions

A provision is recognized In the statement of assets and labilities when the Fund has legal or
constructive obligation as a result of past event, it is probable that an outflow of resources embodying
economic benefits will be requied to seftle the obiigation and the relisble estimate ean be made of the
amount of the ohligation, The provisions are reviewed at each reporting date and are ddjusted fo reflect
the current best esiimates.

Impairment

The carrying amounts of the assets are reviewed at each reporting date to dentify the circumstances
indicating the occwrence of impawrment loss or veversal of previeus impairment losses. i any such
indication exists, the recoverable amount of such asset is estimated and impairment Joss s recognized in
the income statement. Where an impalment loss subseguently reverses, the carrying amount of such asset
is increased to the revised recoverable amount. A reversal of the impatment loss Is recognized in income
Statement

Foreign surrensy transiation

Transactions denominated in forsign currenciss are transiated to Pak Rupes at the foreign exchange rate
ruling at the date of transaction. Assets and fabilities in foreign carrency are translated at the sates of
exchange vrevailing on the reporting dare. All exchange gains/losses are taken o the income statemnent.

Spread transaciions Beady-Erturs Trovsacthns)

The Fund enters inte transactions involving purchdse of an equity security In the ready market and
simultangous sale of the same security in the future market. The sscurity purchased in ready market is
classified as “Investment at fair valse through profit or loss” and #diried in the statement of assets and
liabitities at fair value (Ml their eventuai disposal, with the resulting zain / loss taken fo the income
statement. The forward sale of the security in the future market i freatsd as a separate desivative
rransaction and 1s carried at fair value with the resulting gam 7 loss taken to the income statement in
aceordance with the requirements of Intemnational Acvounting Stendawl 39; Financiel Instruments;
Recognition and Measuremsnt,

Begubur wiy tontracls

Regular purchases and sales of financial assets are recognized on the trade date - the date on which the
Fund commits 10 purchase or sell an asset,

Trawsnetions with relnted partey

The Fund enters into ransaction with related parties on an arm's length basis. Prices for transactions with
related parties are delermined using admissible valuation methods.

Cash and eagh equivaléiis

Cash and cash equivalents wre carried. fn the statement of assets and liabilities at cost. Cash and cash
eguivalents includs balances with banks and deposit in national savings account.

Toxatiog

The income of the Fund is exempt from fax under Clause 37(3){xii} of Part T of the Second Schedule to
the Ineome Tax Ordinance 2001, therefore no provision for taxation has been made in these financial
staternents. :

"



4  Operating fixed assets

-,

2015
Cost Depreciation
Written Down
As at Additions As at Rate ° As at Charge for the As at Value as at
01 July 2014 30 June 2015 = 01 July 2014 year 30 June 2015 30 June 2015
————————————— Rupees----vw-cevommoaoanan e e L 1
Particulars
Furniture and fittings 56,750 - 56,750 20 39.189 11,352 50,541 6,209
Office equipment 1,248,665 162,500 1,411,165 3333 798,720 184,707 983,427 427,738
Motor vehicles 193,558 . 193,558 20 175,519 18,036 193,555 3
1,498,973 162,500 1,661,473 1,013,428 214,095 1,227,523 433,950
2014
Cost Depreciation Written Down
As at it As at 5 Charge for the As at Value as at
01 July 2013 AOIRDS,  ggiennry  RAEW ASEOLIGYZ01S year 30 June 2014 30 June 2014
--------------- Rupees--------t cummanon Tl 8 5o~
Particulars
Fumniture and fittings 56,750 = 56,750 20 27,837 11,352 39,189 17,561
Office equipment 785,865 462,800 1,248,665  33.33 583,379 215,341 798,720 449,945
Motor vehicles 193,558 - 193,558 20 136,807 38,712 175,519 18,039
1,036,173 462,800 1,498,973 748,023 265.405 1,013,428 485,545
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5 Investments
- Deposits
- Available for sale
51 Deposits
Term Deposit Receipts

National Savings Account - Regular Income
Naticnal Savings Account - Special Savings

5.1.1 Deposit has been placed with'a commercial Bank and carries interest at the rate of 12.05% per annum (2014: 12.05%).

5.1.2 These carries interest at the rate of 12.30% per annum (2014 : Nil).

5.1.3 These carries interest at the rate of 7.60% to 11.60% per annum (2014 : Nil).

5.2  Available for Sale

Note
Government securities )
- Pakistan Investment Bond 3.2.1
- Market Treasury Bills 5.2.2
Debt Securities- Term Finance
Certificates ' 523

* Fair value adjustment

- Aoy Ty :

2

2015 2014
Note Rupees Rupees
5.1 17,285,700,000 1,000,000,000
5.2 10,027,608,575  17,364,997,910
27,313,308,575  18,364,997,910
81l 1,000,000,000 1,000,000,000
al2 3,900,000,000 =
1.3 12,385,700,000 -
17,285,700,000 1,000,000,000
Carrying value Fair value
2015 2014 2015 2014
Rupees Rupees Rupees Rupees
7,788,251,404  16,084,255,439 9,461,572,575  16,266,806,910
- 492,895,191 - 492,811,100
558,815,219 592,947,611 566,036,000 605,379,900
8,347,066,623  17,170,098,241 10,027,608,575  17,364,997,910
1,680,541,952 194,899,669
10,027,608,575  17,364,997.910
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521 Covernment Securities - Pakistan [nvestment Bonds

- These bonds carries interest at the rate ranging from 10.50% to 13 75% per annum (2014 : 10.00 % 1o 13.75 % per sanum)

LN fa;': v

Face value Balance as at 30 June 2015 A .
Fairvalueas  Fair value as
lesue date Tenure - Years Asat Purchase during  Sales / Matured As at Carrying Fair Apriciation percentageofnet  percentage of
1 July 2014 the vear during the year 30 June 2018 value value assets total investments
------------------------------------------------------------------ B et et

18-Jul-13 5- Years 350,000,000 . 350,000,000 < . 5 z -
26-Mar-15 3 - Years 1,387,500,000 1,387,500,000 - . = =
A-Aug-08 10 - Years 500,000,000 - 500,000,000 - - : -

3-Sep-09 10 - Years 3,050,000,000 - 3,050,000,000 - - - -

22-Jul-10 10 - Years 2,300,000,000 - 2,300,000,000 = = i L4

18-Auvg-11 10 - Years 500,000,000 > 500,000,000 L = 2 - -

19-Jul-12 10 - Years 6,325,000,000 550,000,000 6,625,000,000 250,000,000 279,192,507 275,483,485 290,978 0.79 102
17-Jui-14 10 - Years - 3,022 500,000 3,022,500,000 - E = = a

31-Oct-06 15 - Years 68,000,000 - 68,000,000 - - # - “
30-Aug-08 15 - Yeays 1,400,000,000 - 1,400,000,000 = = = T -

18-Aug-11 J 5~ Years 25,000,000 - - 25,000,000 23,578 603 28,903,540 5,324 937 n.08 0.11
20-Jan-04 20 - Years 5,000,000 - 5,000,000 - - - - = “
31-Oct-06 20 - Years 25,000,000 - - 25,000,000 21,404,664 25,569,250 4,164,586 0.07 0.09
30-Aug-08 20 - Years 900,000,000 . " 900,000,000 867,708,677  1,065,293,696 197,585,019 3.02 3.90
18-Aug-11 20 - Years 575,000,000 5,500,000,000 N 6,075,000,000 5,852,768,203 7,140,487,930 1,287,719.787 20,23 26.14
30-Aug-08 30 - Years 750,000,000 - 750,000,000 743,598,750 921,534,614 178,235,864 2.61 338
16,773,000,000 10,460.000,000 19,208.,000,000 8,025,000,000 7,788.251.404 9.461,572,575 1,673,321,171
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5.2.2 Government Securities - Market Treasury Bills

Face value Balance as at 30 June 2015 - .
Fair value ss Fair value as
Tssue date Tepure - Months As at Purchase during  Sales / Matured As at Carrying Fair A, POt ofnet percentage of
1 July 2014 the year duriog the year 30 June 2015 value value PP agsels total investments
------------------------------------------------------------------ Rupegs - -u-cecrcaemtrcmem et et r et s e c e e a e,
27-Nov-14
3 Months - 500,000,000 500,000,000 - - - - % -
10-Jul-14 3 Months - B50,000,000 850,000,000 - - - - - -
24-Jul-14 3 Months - 1,500,000,000 1,900,000,000 - - - - = -
19-Feb-15 3 Months " 125,000,000 125,000,000 . s : 4 - :
2-Apr-15 3 Months - 600,000,000 600,000,000 - - - - & -
30-Apr-15 3 Months - © 250,000,000 250,000,000 - - - - ! -
19-Feb-15 6 Manths - 125,000,000 125,000,000 . - - - = :
19-Mar-15 6 Months - 250,000,000 250,000,000 - - - - = =
19-Feb-15 12 Months - 125,000,000 125,000,000 - - - - - -
6-Mar-14 6 Months 400,000,000 - 400,000,000 - - - - - -
12-Jul-13 12 Months 100,000,000 - 100,000,000 - - 5 - . =
. : 500,000,000 4,725,000,000 5,225,000,000 - - - ) <
- These bills carried interest at the rate rsugin.g from 7.59% to 10.45% per annum (2014 : 8.96% to 10.49% per annum)
5.2.3 Debt Securities - Term Finance Certificates
Number of Certificates Balance as at 30 June 2015
Fair value as Fair value ss
Name of issuer Issue Date As at Purchase during  Sales during the As at Carrying Fair g percentageofnet  percentsge of
Appreciation assels total investments
1 July 2014 the year yeur 30 June 2015 value vajue
------------------------------------------------------------------ ROPEEE =~ == —wv i s i e S i e e e i e
Engro Perpetual I 18-Mar-08 20,000 2 : 20,000 94,529219 101,750,000 7,220,781 0.29 037
WAFPDA TFC 8-Sep-13 100,000 - - 100,000 464,256,000 464,286,000 - [:32 1.70
120,000 - - 120,000 558,815.219 566,036,000 7,220,781

- Term finance certificates carries interest at the rate ranging from §.94% to 10.34% per annum (2014 : 11.14% to 11.98% per annum)

Grand Total . 8,347,066,623 10,027,608,575 1,680,541,952
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2015 2014

Note Rupees Rupees
6 Accrued interest
Term Deposit Receipts 7,043,835 7,767,124
National Savings Account 272,460,863 50,386,740
Palkistan Investment Bonds 367,147,995 790,631,995
Term Finance Certificates 13,966,318 18,053,436
660,619,011 866,839,295
7  Cash and cash equivalents
Cash in hand 40,000 5,111
Cash at bank: _
Saving account 7l 224,233,286 218,621,770
Current Account 457,676 32,170
Term deposit receipts 7.2 7,100,000,000 4,300,000,000
7,324,730,962 4,518,659,051
Deposit in National Savings Account 7.3 - 1,000,000,000
7,324,730,962 5,518,659,051
7.1 The saving account carries interest at the rate of 6.56% per annum (2014: 7.00% to 9.50% per annum).
7.2 Term Deposit Receipts placed with commercial banks carries interest at the rate of 7.25% to 7.50% per

annum (2014: 10.30% to 10.50% per annum).

7.3 Deposit in National Savings Account carries interest at the rate of Nil (2014: 11.40% per annum).
8 Contingencies and commitments

There were no contingencies and commitments as at 30 June 2013,

2015 2014
9 Operating expenses Rupees Rupees

Salaries and wages ; 28,807,981 18,123,296
Rent . ' 2,952,913 1,437,480
Utilities 630,333 333,557
Repair and maintenance 845,558 452254
Vehicle running expenses 500,023 557,174
Traveling, lodging and boarding 134,106 -
Tee and subscription 123,886 . 73,041
Printing and stationery ’ 137,466 ' 298,385 |
Courier and postage ' 14,082 17,629
Legal and Professional o - 1,000
Office and other expenses . 676,840 481,988
Depreciation on operating fixed assets 214,095 265,405
Auditors remuneration 726,000 592,500
Advertisement 61,322 60,587
Training and Development 21,200 20,500
Bank charges 44,020 29,011
Miscellaneous 63,883 89,127

35,953,708 22,832,934

(2 AN
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10

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

- Credit risk
- Liquidity 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,
policies 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.

10.1 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, etc. Out of the total financial assets of Rs 35,301 million (2014: Rs 24,751 million)

financial assets which are subject to credit risk amount to Rs 8,426 million (2014: Rs 5,615 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:

Statement of assets and liabilities

2015 2014
Rupees - Rupees
Bank balances . 224,233,286 218,621,770
Investments - Available for sale 101,750,000 97,003,900
Investments - Deposits 1,000,000,000 1,000,000,000
Term Deposit Receipts 7,100,000,000 4,300,000,000

3,425,983,286 5,615,625,670
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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 26,875 million (2014: Rs 19,136 million) relates to
investments in Government Securities & other assets which are not considered to carry credit risk.

Concentration of credit risk

Concentration of credit risk exists when changes in economic or indusiry factors affect groups of
counterparties whose aggregate credit exposure is significant in relation to the Fund's total credit
exposure, Around 76.13% (2014: 69.77%) 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.

Details of Fund's concentration of credit risk of financial instruments by industry distribution are as

follows:
2015 2014
Rupees Percentage Rupees Percentage
Commercial banks 8,324,233,286 98.79%  5,518,621,770 98.27%
Miscellaneous 101,750,000 1.21% 97,003,900 1755
8,425,983,286 100%  5,615,625,670 100%

The credit quality of cash and bank balances and investments in term finance certificates that are neither
past due nor impaired can be assessed by reference to external credit ratings or to historical information
about counterparty defauit rate:

Rating 2015

Short Term Long Term Agency
Bank of Punjab Al+ AA- PACRA
Bank Alfalah Limited Alt AA PACRA
Bank Al-Habib Limited . Al+ AA+ . PACRA
Allied Bank Limited - Al+ AA+ PACRA
Habib Bank Limited . A-l+ AAA JCR-VIS
National Bank of Pakistan ' Al+ AAA PACRA
SAMBA Bank A-] AA JCR-VIS
Engro Fertilizer Limited-TFC - AA- MUFAP
WAPDA-TFC - AAA MUFAP
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10.2

Rating 2014

Short Term Long Term Agency
Bank of Punjab Al+ AA- PACRA
Bank Alfalah Limited Al+ AA PACRA
Bank Al-Habib Limited Al+ AA+ PACRA
Allied Bank Limited Al+ AA+ PACRA
Habib Bank Limited A-1+ AAA JCR-VIS
National Bank of Pakistan Al+ AAA PACRA
Engro Fertilizer Limited-TFC - A+ MUFAP
WAPDA-TFC E AAA MUFAP

Due to the Fund's long standing business relationships with these counterparties and after giving due
consideration to their strong financial standing, management does not expect non performance by these
counter parties on their obligations to the Company. Accordingly , the credit risk is minimal.

Settlement risk

The Fund's activities may give rise to risk at the time of settlement of transactions. Settlement risk is the
risk of loss due to the failure of an entity to honor its obligations to deliver cash, securities or other
assets 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 seftled only when both parties have fulfilled their contractual
settlement obligations.

Liquidity risk

Liquidity risk is the risk that the Fund will not be able to meet its financial obligations as they fall duc,
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 as on:

30 June 2015

Trustee fee payable

Trustee fee payable
Brokerage payable

Wi

Carrying Six months Six to twelve One to Two Two to five
amount or less months years years
Rupees
577,369 © 577,369 - - .
577,369 577,369 - - -
30 June 2014
Carrying Six months Six to twelve
sifiouit Gl i One to Two years Two to five years
--- e Rupees -
456,081 456,081 - - 4
126,974 126,974 - - -
583,055 583,055 - - -
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10.3 Market risk

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

Management of market risks

The Fund manages market risk by monitoring exposure on marketable securities by following the internal risk management
policies and investment 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
values,

The Fund is exposed to interest rate risk only.
10.3.1 Interest rate risk

10.3.1.1  Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market interest rates. Currently the Funds interest rate exposure arises on investment in Government securities, term finance
certificates, deposit in national savings account, 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 investments in some of the Term Finance
Certificates. In addition the Fund may change the mix of its portfolio to 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,

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

Finanecial assets

2018 2014
Effective rate Fair value Effective rate Fair value
(in Percentage) Rupees (in Percentage) Rupees
Fixed rate instruments
Market Treasury Bills — - £.96 to 10.24 492,811,100
Pakistan Investment Bonds 9.90 to 14.35 9,461,572,575 12.84 to 14.57 16,266,806,910
Term Deposit Receipts 7.25t012.05 8,100,000,000 10.30 1o 12.05 5,300,000,000
National Savings Account 7.60 to 12.30 16,285,700,000 11.40 1,000,000,000
Bank balances 6.50 224,233,286 7.00 to 9.50 218,621,770
34,071,505,861 23,278,239,780
Yariable rate instruments
6 menth KIBOR + 6 month KIBOR + -
Term Finance Certificates : 1.00 to 6 month 566,036,000 £.00 to 6 month 605,379,900
KIBOR +2.10 KIBOR + 1.90

Fair value sensitivity analysis for fixed rate instruments

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 statement.

Cash_flow sensitivity analvsis for variable rate instriuments

Profit and loss 100 bps

Increase Decrease
- Rupees
As at 30 June 2015
Cash flow sensitivity-Variable rate financial asset 5,660,360 {5,660,360)
As at 30 June 2014
Cash flow sensitivity-Variable rate financial asset 6,053,799 (6,053,799) ;

None of the financial liabilities carry any interest rate.

The sensitivity analysis prepared is not necessarily indicative of the effects on profit for the year and assets / [iabilities of the
Fund.
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10.4 Fair values of flinancial assets and liabilities

The carrying values of all financial assets and liabilities reflected in the financial statements
approximate their fair values. Fair value is determined on the basis of objective evidence at each
reporting date,

10.4.1 Fair value hierarchy

The table below analyses financial instruments carried at fair value, by valuation method. The different
levels have been defined as follows:

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2: inputs other than quoted prices included within Level | that are observable for the asset or
liability, either directly (i.e., as prices) or indirectly (i.e., derived {rom prices)

Level 3: inputs for the asset or liability that are not based on observable market data (unobservable

inputs).
Level 1 Level 2 Level 3
Note Rupees

Available for sale

Pakistan Investment Bond 521 - 9,461,572,575 -
Engro Perpetual I 523 - 101,750,000 -
WAPDA TFC 523 - 464,286,000 -
2015 : 10,027,608,575 Z
Available for sale

Pakistan Investment Bond 4.1 - 16,266,806,910 -
Market Treasury Bills 4.2 2 492,811,100 -
Engro Perpetual I 4.3 - 97,003,900 .
WAPDA TFC ’ 4.3 - 508,376,000 -
2014 - - _17,364,997,916 -

10.4.2 Determination of fair values

A number of the Fund’s accounting policies and disclosures require the determination of fair value, for

both financial and non-financial assets and liabilities. Fair values have been determined for .-
measurement and / or disclosure purposes based on the following method:

Available for sale investments - level 2

The fair value of available for sale investment is determined by reference to rates announced by

financial market association and determined on the basis of prices announced by the Mutual Funds
Association of Pakistan (MUFAP)
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11  Transaction and balances with related parties

The related parties comprise associated companies, related group companies, Management Committee members
of the Fund, Company where Management Committee members also hold directorship, and key management
employees. The Fund in the normal course of business carries out transactions with related parties. Details of

transactions and amounts due to / (from) related parties are as follows:

Transactions with

Central Depositary Company of Pakistan Limited
- Trustee fee expense for the year
- Custody Fee - CDS Charges

Bank of Punjab

- Term deposit receipts (TDR) placed during the year

- Term deposit receipts {TDR) matured during the year

- Income on term deposit receipts realised during the year
- Income on savings account realised during the year

Members of Management Committee
- Salary and bonus paid to General Manager
- Fee paid to members

Balances with
Central Depositary Company of Pakistan Limited
- Trustee fee payable

Bank of Punjab

- Bank balances maintained

- Investments (held to maturity)

- Accrued Interest receivable on term deposit receipts

- Term deposit receipts classified in cash and cash equivalent

12 Number of Employeces

The following are the number of persons employed:

Employees as at the year end
Average number of employees during the year

13  Date of authorization for issue

These financial statements were authorized for issue on-

'8 0 SEP 2015,

2015 2014
Rupees Rupees
6,321,239 4,904,437
17,912 11,361
4,200,000,000 10,500,000,000
2,100,000,000 13,300,000,000
167,668,110 98,832,739
39,778,704 108,242,275
14,700,000 10,500,000
86,000 42,000
577,369 456,081
168,864,385 38,699,65C
1,000,000,000 1,000,000,006
2,753,425 1,650,685
2,100,000,000 -
2015 2014
(Number of persons)
12 13
13 13

the Fund.
14 General

Figures have been rounded off to the nearest rupees.
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Lahore General Manager

Private Member
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by the Management Committee of




