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INDEPENDENT AUDITOR’S REPORT

To the members of Management Committee
Report on the audit of the Financial Statements

We have audited the annexed financial statements of Punjab Pension Fund (“the Fund”), which
comprise the statement of assets and liabilities as at 30 June 2018, and the income statement, statement
of comprehensive income, statement of movement in accumulated pension fund and statement of cash
flows for the year then ended, and notes to the financial statements, including a summary of significant
accounting policies and other explanatory information, 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 the audit.

In our opinion and to the best of our information and according to the explanations given to us, the
statement of assets and liabilities, related income statement, statement of comprehensive income,
statement of movement in accumulated pension fund and statement of cash flows together with the
notes forming part thereof conform with the accounting and reporting standards as applicable in
Pakistan and give the information required by the Punjab Pension Fund Act, 2007 (“the Act”) and
Punjab Pension Fund Rules, 2007 (“the Rules”) and the Companies Act, 2017 (XIX of 2017), 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 2018 and of the income, the comprehensive income, the movement in accumulated pension fund
and its cash flows for the year then ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in
Pakistan. Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are independent of
the Fund in accordance with the International Ethics Standards Board for Accountants’ Code of Ethics
for Professional Accountants as adopted by the Institute of Chartered Accountants of Pakistan (“the
Code”) and we have fulfilled our other ethical responsibilities in accordance with the Code. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Information Other than the Financial Statements and Auditor’s Report Thereon

Management is responsible for the other information. Other information comprises the information
included in the annual report for the year ended 30 June 2018, but does not include the financial
statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon.
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In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated, If, based on the work we have performed, we conclude that there is a material misstatement
of this other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Management and Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the accounting and reporting standards as applicable in Pakistan and the Act and Rules
and the requirements of Companies Act, 2017(XIX of 2017) and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Fund’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Fund or to cease
operations, or has no realistic alternative but to do so.

Members of the management committee are responsible for overseeing the Fund’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs as applicable in Pakistan will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions
of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional judgment
and maintain professional skepticism throughout the audit. We also:

e Identify and assess (he risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

e Obtain an understanding of internal control relevant to the audit 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.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.
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e Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Fund’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Fund to cease to continue as
a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

We communicate with the members of the management committee regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

Report on Other Legal and Regulatory Requirements

Based on our audit, we further report that in our opinion:

a) proper books of account have been kept by the Fund as required by the Act and the Rules and the
Companies Act, 2017 (XIX of 2017);

b) the statement of assets and liabilities, the income statement, the statement of comprehensive
income, the statement of movement in accumulated pension fund and the statement of cash flows
together with the notes thereon have been drawn up in conformity with the Act and the Rules and
the Companies Act, 2017 (XIX of 2017) and are in agreement with the books of account and returns;

¢) investments made, expenditure incurred and guarantees extended during the year were for the
purpose of the Fund’s business; and

d) no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980).

The engagement partner on the audit resulting in this independent auditor’s report is Kamran Igbal
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Lahore KPMG Taseer Hadi & Co.
Chartered Accountants

Date: 07 December 2020
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Punjab Pension Fund
Statement of Assets and Liabilities

Adsar 30 June 2018

ASSETS

Cash and cash equivalents
Investments

Acerued interest

Deposits and prepayments
Operating fixed assets
Total assets

LIABILITIES
Trustee fee payable

Accrued expenses
Total liabilities

30 June 2018

30 June 2017

Punjab Pension
Fund Trust

Punjab Pension
Fund - Expense

Punjab Pension
Fund - Total

Punjab Pension
Fund - Totul

Contingencies and commitments /1

Net assets

Represented by:

Accumulated Pension Fund

Account
Notw me-eemmmem—emmmem—mm- Rupees -=----==---====-===c-n-~

o 17,255,747,951 99,756,053 17,355,504,004 18,480,146.,651
5 35,119,685,320 - 35,119,685320  30,045,640.338
4 719,849,798 - 719,849,798 735,395,561
7 100,000 089,422 1,089,422 1.560.393
8 - 1,724,343 1,724,343 1,941.790
53,095,383,069 102,469,818 53,197,852,887 49.270.684,933
1,703,608 - 1,703,608 733.376

9 - 877,321 877,321 917.930
1,703,608 877,321 2,580,929 1.673,506

53,093,679,461 101,592,497 53,195.271,958 49.269.011,627
53,093,679,461 101,592,497 53,195,271,958 49.269.011.627

The annexcd notes 1 to 18 form an integral part of these financial statements.
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Punjab Pension Fund

Income Statement
For the year ended 30 June 2018

30 June 2018 30 June 2017

Punjab Pension
Fund - Expense

Punjab Pension Punjab Pension  Punjab Pension

Fund Trust Fund - Total Fund - Total
Account
Note ececmcacmcmmmcacacnanan- Rupees - =-=-cuoommmaam e

Income
Interest income from:

- National Savings Account and Certificates 1,410,686,142 - 1,410,686,142 1,989,248,445

- Pakistan Investment Bonds 1,133,297,063 - 1,133,297,063 1,034,009,888

- Term Deposit Receipts 1,131,955,555 - 1,131,955,555 876,800,065

- Term Finance Certificates 37,285,703 - 37,285,703 25,465,591

- Bank deposits 219,061,959 3,807,589 222,869,548 40,971,850

- Market Treasury Bills 338,529,411 - 338,529,411 10,993,083

4,270,815,833 3,807,589 4,274,623,422 3,977,488,922

Net capital loss on available

for sale investments (570,970) - (570,970) (12,783)
Other income - 34,260 34,260 6,774
Total income 4,270,244,863 3,841,849 4,274,086,712 3,977,482,913
Expenditure
Operating expenses 11 - 46,663,699 46,663,699 42,980,039
Trustee remuneration and safe custody charges 10,018,318 - 10,0i8,318 8,782,391
Legal and other professional charges - - g 4,000
Auditor's remuneration 12 - 863,031 863,031 977,692
Bank charges 44,844 6,322 51,166 28,729
Total expenditure 10,063,162 47,533,052 57,596,214 52,772,851
Income / (expense) for the year 4,260,181,701 . (43,691,203) 4,216,490,498 3,924,710,062
Budgetary (payments) / receipts for the year (77,914,621) 77,914,621 s &
Net income for the year 4,182,267,080 34,223,418 4,216,490,498 3,924,710,062

The annexed notes 1 to 18 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 2018

30 June 2018 30 June 2017
Punjab Pension

Punjab Pension Fuid » ERGEATE Punjab Pension Punjab Pension
Fund Trust AccourI:t Fund - Total Fund - Total
NOte =mememmemce e Rupees====cnnmrmmcmmnmamnmenn.
Net income for the year 4,182,267,080 34,223,418 4,216,490,498 3,924,710,062
Other comprehensive income
Items that are to be classified subsequently
to income statement:
Available-for-sale investments:
- unrealised (diminution) / appreciation on
remeasurement - nef 5.2 (290,230,167) - (290,230,167) 100,436,041
Total comprehensive income for the year 3,892,036,913 34,223,418 3,926,260,331 4,025,146,103

The annexed notes 1 to 18 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 2018

30 June 2018 30 June 2017

Punjab Pension

Punjab Pension Pl ¥ e Punjab Pension Punjab Pension
Fund Trust P Fund - Total Fund - Total
Account
--------------------------- Rupees -====mecmemmcmamcne e
Balance at the beginning of the year 49,201,642,548 67,369,079 49,269,011,627 40,243,865,524
Amount contributed by the Government of Punjab
through the Reserve Pension Fund - - - 5,000,000,000
Total comprehensive income for the year
Net income for the year ’ - 4,182,267,080 34,223,418 4,216,490,498 3,924,710,062
Other comprehensive income for the year (290,230,167) - (290,230,167) 100,436,041
3,892,036,913 34,223,418 3,926,260,331 4,025,146,103
Balance at the end of the year 53,093,679,461 101,592,497 53,195,271,958 49,269,011,627

The annexed notes 1 to 18 form an integral part of these financial statements.
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Punjab Pension Fund

Cash Flow Statement
For the yeur ended 30 June 2018

30 June 2018

Punjab Pension
Fund - Expense

30 June 2017

Punjab Pension
FFund - Total

Punjab Pension
FFund - Total

Punjab Pension
Fund Trust

Account
L Rupees ====es-mmmcmccasaacaanno-
Cush flow fromt operating acrivitics
Income / (expense) Tor the year 4.260,181,701 (43,691,203) 4.216,490,498 3.924.710.062
Adjustments for non_cash items:
Amortization of discount income 13,598,655 - 13,598,655 (15,815,528)
Depreciation on operating {ixed assets b - 817,457 817,457 516,772
13,598,655 817,457 14.416.112 (15.298.750)
4,273.780,356 (42.873,746) 4,230,906,610 39094113006
(Increase) / decrease in asselts:
Investments - nef (5.377,873,804) = (5,377,873,804) (1,386.161,883)
Accrued interest 15,545,763 - 15,545,763 (60,333,174}
Deposits and prepayments - 471,171 471,171 (44,343)
(5.362,328,041) 471,171 (5.361,856,870)  (1446,539,400)
(Decrease) / increase in liabilities:
Trustee fee payable 948,232 - 948,232 62,3435
Accrued Expenses - (40,609) (40,609) (2,.266.797)
948.232 (40,609) 907,623 (2.204.252)
ludgetary (payments) / receipts for the year (77,914,621) 77.914,621 - -
Net cash penerated from operations (1,165,514,074) 35,471,437 (1,130,042,637) 2.460,667,654
Cush flow from investing activities
IFixed assets purchased - (600,010) (600.010) 2.188,837)
Net eash used in investing actlivities - (600,010) (600,010) (2.188.837)
Cash flow from financing activities
Amount contributed by the Government of Punjab
through the Reserve Pension Fund - - = 5.000,000.000
Cash generated from finaneing activities = = - 5,000,000.000
Net inerease in cash and cash equivalents during the year (LI165,514,074) 34,871,427 (1,130,642,647) 7458.478.817
Cash and cash equivalents at beginning of the year 18,421,262,025 64,884,626 18.486,146,651 11.027.667.834
Cash and cash equivalents at end of the year 4 17,255,747 951 99,756,053 17.355.504,004 18486 146.651

The annexed notes 1 to 18 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 2018

1

2

Reporting entity

1.1

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 5 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,
national saving scheme, term deposit receipts, debt securities and bank deposits.

The Punjab Pension Fund Trust ("the Trust") has been established under the Punjab Pension Fund Act
2007 ("the Act") and given the status of Trust under a trust deed executed on 27 September 2011
between Punjab Pension Fund ("the Fund") and Central Depository Company of Pakistan Limited ("the
Trustee"). The Fund, through the Management Committee and the Trustee, have created the Trust for
the benefit of the Reserve Pension Fund created under Section 3 of the Act. The Trust shall be of a
perpetual nature and shall continue until the Trust is dissolved upon receipt of directions from the
Government of Punjab. The Fund shall manage, operate and administer the Trust and the Trustee will
act as the custodian of the assets of the Fund.

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. Budgetary amounts are transferred to separate
Punjab Pension Fund - Expense Account ("the Expense") established by the Fund under the Rules, for
incurring operational expenses of the Fund other than related to investments.

Basis of preparation

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 in accordance with the accounting and
reporting standards as applicable in Pakistan. The accounting and reporting standards applicable in
Pakistan comprise of:

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

- Provisions of and directives issued under the Companies Act, 2017,

Where provisions of the Punjab Pension Fund Act 2007, Punjab Pension Fund Rules, 2007 or the
directives issued by the Government of Punjab differ with the requirements of accounting and reporting
standards as applicable in Pakistan, the requirements of the Punjab Pension Fund Act 2007, Punjab
Pension Fund Rules 2007 and the requirements of the said directives shall prevail,
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2.2

2.3

2.4

Basis of measurement

The financial statements have been prepared under the historical cost convention, except for certain
investments which are carried at fair value and amortized cost in accordance with the requirements of
International Accounting Standard (IAS) 39: 'Financial Instruments: Recognition and Measurement'.

In these financial statements, except for the amounts reflected in the cash flow statement, all
transactions have been accounted for on accrual basis.

Functional and presentation currency

These financial statements are presented in Pak Rupees ("Rs."), which is the Company's functional and
presentation currency. All financial information has been rounded to the nearest rupee, except when
otherwise indicated.

Use of judgments and estimates

The preparation of financial statements in conformity with approved accounting standards requires
management to make judgments, estimates and assumptions that affect the application of accounting
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 forms 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 period in which the estimate is revised if the revision affects only that
period, or in the period of revision and future periods if the revision affects both current and future
periods. The area where various assumptions and estimates are significant to Fund's financial
statements or where judgments were exercised in application of accounting policies principally related
to:

Note
- useful life of depreciable assets 3.1
- classification, valuation and impairment if any, of investments 3.2
- provisions and contingencies 1.7

Summary of significant accounting policies

3.1

3.2

Operating fixed assets and depreciation

Owned assets

These are stated at cost less accumulated depreciation less accumulated impairment (if any).
Depreciation is charged to income statement by applying the straight line method so as to write off the
operating fixed assets over their expected useful life at the rates given in note 8. Depreciation is charged
from the month of acquisition while no depreciation is charged in the month of disposal of asset.
Normal repairs and maintenance are charged to income as and when incurred.

Donated assets

Non - monetary assets received under Decentralization Support Program from Government of Punjab
are being recorded at nominal value,

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

Investments

The Fund classifies its investments as fair value through profit or loss, held to maturity, loans and
receivables and available for sale.
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3.2.1

3.2.2

3.23

3.2.4

Trade date accounting

Regular purchases and sales of financial assets are recognized on the trade date — the date on which the
Fund commits to purchase or sell an asset.

Initial measurement

All investments are initially recognized 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 loss, in which case the
transaction costs are taken directly to the income statement in the period in which they arise.

Subsequent measurement

Financial assets at fuir value through profit or loss

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

Held to maturity

The investments with fixed maturity or determinable payments where management has both intent and
ability to hold to maturity are classified as held to maturity. These are stated at amortized cost using the
effective interest rate method less impairment, if any. The amortization for the period is taken to the
income statement.

Available-for-sale

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

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

Available-for-sale investments are measured at suBscquent reporting dates at fair value. However
investments for which fair value cannot be determined are valued at cost. Surplus/(deficit) on re-
measurement is kept in accumulated pension fund, until the security is disposed off or is determined to
be impaired, at which time, the cumulative unrealized surplus/(deficit) is included in the income
statement.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. Subsequent to initial recognition financial assets classified as 'Loans
and receivables' are carried at amortized cost using the effective interest method. Gain or loss is also
recognized in the 'income statement' when financial assets carried at amortized cost are derecognized or
impaired, and through the amortization process, ?

Fair Value

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.

Fair value of financial assets is determined as follows:

a) Government securities

Fair value of government securities is determined at the average rate obtained from PKRV rate
sheet and quoted on Mutual Funds Association of Pakistan ("MUFAP") and such average rate
shall be based on the remaining tenor of the security.
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3.3

3.4

3.5

3.6

b)  Debt securities

Fair value of debt securities, other than government securities, is determined on the basis of
prices announced by the MUFAP in accordance with the Securities and Exchange Commission
of Pakistan ("SECP") Circular No. 1 of 2009 and Circular 33 of 2012.

c) Listed shares

Fair value of listed shares is determined on the basis of closing quoted market prices available at
the Pakistan Stock Exchange (PSX).

d) Mutual Fund

Fair value of mutual fund's units is determined with reference to the net asset value declared by
the respective fund.

Revenue recognition

a)  Gains / losses arising on sale of investments are included in the income statement on the date at
which the transaction takes place.

b) = Dividend income is recognized when the Fund's right to receive dividend is established.
Dividend received on marketable securities acquired after the announcement of dividend till the
book closure date is accounted for as reduction in the cost of investment.

) Income on government securities, treasury bills, bonds and term finance certificates is
recognized on an accrual basis using the effective interest rate method.

d)  Income on deposits and national saving schemes is recognized on accrual basis.
Financial instruments

(i)  Financial assets and financial liabilities 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 control of the contractual rights that
comprise the financial asset.

(iii) Financial liabilities are de-recognized when they are extinguished, i.e. when the obligation
specified in the contract is discharged, cancelled or expired.

(iv) Any gain or loss on de-recognition of the financial assets and financial liabilities is taken to the
income statement in the period in which it arises.

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

(vi) The particular measurement methods adopted are disclosed in the individual policy statements
associated with each item.

Off setting of financial assets and financial liabilities

Financial assets and financial liabilities are offset and the net amount is reported in the statement of
assets and liabilities if the Fund has a legal enforceable right to set off the recognized amounts and
intends either to settle on net basis or to realize the assets and settle the liabilities simultaneously.

Cash and cash equivalents

Cash and cash equivalents are carried in the statement of assets and liabilities at cost. Cash and cash

equivalents comprise of cash in hand, term deposit receipts having maturity of three months or less and
balances maintained with banks,
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3.8

3.9

3.10

Provisions and confingencies

A provision is recognized in the statement of assets and liabilities 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 required to settle the obligation and the reliable estimate can be made ol the
amount of the obligation. The provisions are reviewed at each reporting date and are adjusted to reflect

the current best estimales.

The Fund reviews the status of all pending litigations and claims against the Fund. Based on its
judgment and the advice of the legal advisors for the estimated financial outcome, appropriate
disclosure or provision is made. The actual outcome of these litigations and claims can have an effect
on the carrying amounts of the liabilities recognized at the balance sheet date.

Impairment
Financial assets

An impairment loss in respect of a financial asset measured at amortized cost is calculated as the
difference between its carrying amount, and the present value of the estimated future cash flows
discounted at the original effective interest rate. Impairment loss in respect of a financial asset
measured at fair value is determined by reference to that fair value. All impairment losses are
recognized in income statement. An impairment loss is reversed if the reversal can be related
objectively to an event occurring after the impairment loss was recognized. An impairment loss is
reversed only to the extent that the financial asset’s carrying amount after the reversal does not exceed
the carrying amount that would have been determined, net of amortization, if no impairment loss had
been recognized.

Non-financial assets

The carrying amounts of the non-linancial assets are reviewed at each reporting date to identily the
circumstances indicating the occurrence of impairment loss or reversal of previous impairment losses.
I any such indication exists, the recoverable amount of such asset is estimated and impairment loss is
recognized in the income statement. Where an impairment loss subsequently reverses, the carrying
amount of such assct is increased to the revised recoverable amount. A reversal of the impairment loss
is recognized in the income statement.

[Foreign currency translation

Transactions denominated in foreign currencies are translated to Pak Rupee at the foreign exchange rate
ruling at the date ol transaction. Assets and liabilities in foreign currency are translated at the rates of
exchange prevailing on the reporting date. All exchange gains/losses are taken to the income statement,

Transactions with related parties

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

Taxation

The income of the Fund is exempt from tax under Clause 57(3)(xii) of Part | of the Second Schedule 1o
the Income Tax Ordinance 2001, therefore no provision for taxation has been made in these financial
statements.
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3.1

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

There were certain other new standards and amendments to the approved accounting standards which
became effective during the year but are considered not to be relevant or have any significant effect on
the Fund's operations and are, therefore, not disclosed.

In addition to the above, following standards, interpretations and amendments of approved accounting
standards are effective for accounting periods beginning on or after 1 July 201 8.

% IFRS 9 ‘Financial Instruments’ and amendment — Prepayment Features with Negative
Compensation (cffective for annual periods beginning on or after 1 July 2018 and 1 January
2019 respectively). IFRS 9 replaces the existing guidance in [AS 39 Financial Instruments:
Recognition and Measurement. IFRS 9 includes revised guidance on the classification and
measurement of financial instruments, a new expected credit loss model for calculating
impairment on financial assets, and new general hedge accounting requirements. It also carries
forward the guidance on recognition and derecognition of financial instruments from [AS 39.
The Company is currently in the process of analyzing the potential impact of changes required in
classification and measurement of financial instruments and the impact of expected loss model
on adoption of the standard. The management has completed an initial assessment of changes
required in classification and measurement of financial instruments on adoption of the standard
and has also carried out an initial exercise to calculate impairment required under expected credit
loss model and considers that the impact would not be significant.

The following new or amended standards / interpretations are not relevant to the Fund and so are not
expected to have an impact on these financial statements:

Standard or Interpretation Effective date
(accounting
periods beginning
on or after)

IFRS 2 - Share-based Payment 01 January 2018
IAS 40 - Investment Property 01 January 2018
IFRIC 22 - Foreign Currency Transactions and Advance Consideration 01 January 2018
IFRS 15 - Revenue from Contracts with Customers 01 July2018

IFRIC 23 - Uncertainly over Income Tax Treatments : 01 Janu.:irv 2019
IFRS 16 - Leases 01 Jammr;f 2019

Annual improvements to IFRS standards 2015-2017 cycle. The new cycle of improvements addresses
improvements to following approved accounting standard

Effective date
(accounting
periods beginning
on or after)

Amendments to IFRS 3 - Business Combinations and 1FRS 11 - Joint Arrancement 01 January 2019
Amendments to 1AS 12 - Income Taxes 01 January 2019

Amendments to |AS 23 - Borrowing Costs 01 January 2019
Amendments to TAS 19 - Employee Benefits 01 January 2019
Amendments to IAS 28 - Investments in Associates and Joint Ventures 01 January 2019
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I'rust Expense Fund - Total Fund - Totl
Cash and eash equivalents Maie,  ___ SEgmEsvessstmnsd e Rupges = »oemmismn commc s aas
Cash in hand - 40,000 40,000 40,000
Cash at bunks
- saving accounts 4.1 4,855,680,801 99,716,053 4,955,396,854 7.685,716,865
- current aceounts 73,150 - 73,150 389,780
- term deposit receipts 4.2 12,399,994,000 - 12,399,994,000 10,500,000.000
17,255,747,951 99,716,053 17,355464,004 18.4806,106,651
17,255,747 951 99,756,053 17,355,504,004 18.:486.146,651
4.1 These carry interest at the rate of 4.50% to 7.00% per annum (30 June 2017: 4 50% to 6.50% per annum)
4.2 These are placed with commereial banks and carry interest at the rate off 7.20% per annum (30 June 2017: 6.26% to 6.61% per annum) which are due
mature latest by 28 September 2018.
2018 2017
Trust Fxpense Fund - Total Fund - Total
Investments Note == 0 essdeceessscsscscmas RII]‘IL‘(‘S --------------------
Deposits 3.1 15,970,862,500 - 15,970,862,500  20,057,919,101
Availuble for sale 552 19,148,822,820 - 19,148,822,820 9.987,721,237
35,119,685,320 - 35,119,685,320 30.045640,338
54 Deposits
Term Deposit Receipt ol 1,600,000,000 - 1,000,000,000 1,000,000,000
National Savings Account
- Regular Income Certificates 5:0:2 3,900,000,000 - 3,900,000,000 3,900,000,000
National Savings Scheme
- Special Suvings Account 5, k3 11,070,862,500 - 11,070,862,500 15,157,919,101

2018

2017

15,970,862,500

15,970,862,500

20,057919.101

5.1 Term Deposit Receipt (TDR') has been placed with o commercial bank on 26 June 2014 with a tenure of 5 years and carries fixed interest at the rate of

12.05% (30 June 2017: 12.05%) per annum receivable semi-annually.

[E2 These comprise of Repular Income Certifieates issued by National Savings Organization. The total issue comprises of 390 eertificates of Rs. 10 million cach

These were purchased on 19 November 2014 with a maturity period of § years. These certificates are encashable any time subject to deduction of service
charges. These carry fixed interestat the rate o' 12.30% (30 June 2017: 12.30%) per annum receivable monthly.

5.3 This represents deposits maintained in form of an account at National Savings Organization. These deposits have different issue dates, maturity dates and
cash flows. These deposits have maturity period of 3 vears. The amount can be withdrawn al par at any time afler the date of its deposit, These carry lxed
interest at the rate 6.60% (30 June 2017: ranging from 7.60% to 13.40%) per annum receivable semi-annually and automatically stand remvested and would

be caleulated for further profit on completion of the next six months period.

532 Available Tor sale

CGavernment securities
Pakistan Invesinent Bonds
- Market Treasury Bills
Debt securities

- Term Finance Certificates

Fair value adjustment - net

A

Nore

o

tn

i

ol

Ty s

[

Trust
Carrying value IFair value
2018 2017 2018 2017
-------------------- Rupees o v evememmoe e
10,940,837,528 7,526,327,183 12,789995,110 9.663,560,524
5,:472,249,975 - 5470831410
846,000,000 321,428,570 857.996,300 324,160,713
17,299,087,503 7.847,755,753 19,148,822,820 9.987,721,237
1,849,735,317 2,139,965,454
19,148,822,820 9,987,721,237
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Accrued expenses

Audit fee payable
Meeting fee payable
EOBI payable

Utilities payable

Security guard fee payable
Others

Contingencies and commitments

30 June 2018

30 June 2017

Expense Fund - Total Fund - Total
------------------- Rupees == --===cmcacmmnnnnn=
688,200 688,900 676,419
- - 50,000
47,100 47,100 22,800
94,814 94,814 90,034
39,440 39,440 28,342
7,067 7,067 50,335
877,321 877,321 917,930

There were no contingencies and commitments as at 30 June 2018.

Operating expenses

Salaries and wages

Rent

Utilities

Office and other expenses

Repair and maintenance

Vehicle running expenses

Fee and subscription

Depreciaticn on operating
fixed assets

Printing and stationery

Traveling, lodging and boarding

Advertisement

EOBI expense

Courier and postage

Training and development

Miscellaneous

Auditor's remuneration

Statutory audit fee

Half yearly review

Compliance review

Out of pocket expenses and
other adjustments

Vi

30 June 2018 30 June 2017
Expense Fund - Total Fund - Total
------------------- Rupees ~ =« =~--n=wuccmmananan

36,292,483 36,292,483 34,408,208
4,027,488 4,027,488 3,769,220
1,070,707 1,070,707 954,961
1,033,537 1,033,537 645,770
553,741 553,741 528,775
545,871 545,871 425,737
1,133,537 1,133,537 1,058,973
817,457 817,457 516,772
548,090 548,090 178,108
136,245 136,245 189,636
47,022 47,022 53,465
157,661 157,661 102,200
16,682 16,682 9,642
206,004 206,004 70,056
77,174 77,174 68,516
46,663,699 46,663,699 42,980,039
457,800 457,800 436,800
191,100 191,100 182,700
191,100 191,100 181,650
23,031 23,031 176,542
863,031 863,031 977,692




13

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 tu 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 end the Fund's activities.

13.1

13.1.1

13.1.2

Credit risk

Credit risk is the risk that a counter party to a financial instrument will fail to discharge an obligation or
commitriient 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 tota] financial asscts of Rs. 53,196 million (2017: Rs. 49,268 rnillion) financial assets which are
subject to credit risk amount to Rs. 19,326 million (2017: Rs. 19,829 million).

Management of credit risk
The Fund's policy is to enter into financial contracts in accordanice with the internal risk management policies
and investment policies approved by the Investment Committee. The Fund does not expect to incur material

credit losses on its financial assets. Investments in government securities is risk free. Investment is made in
scheduled banks having a minimum Long Term rating of ‘AA-”,

Exposure to credit risk

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

2018 2017
Rupees Rupees
Bank balances 4,955,470,004 7,686,106,651
Investments - available for sale 887,996,300 324,160,713
Term deposit receipts 13,399,994,000 11,800,000,000
Accrued interest - TDR and TFC 81,562,373 18,231,106
Security deposits 760,000 925,000

19,325,782,677 19,829,423,470

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, 33,870 million (2017: Rs. 29,439 million).rclates to
investments in Government Securities & other assets which are not considered to carry credit risk.

Aeapsedly



S |

13.1.3 Concentration of credit risk

Concentration of credit risk exists when changes in cconomic or industry factors affect groups of
counterparties whose aggrepate credit exposure is significant in relation o the Fund's total credit exposure,
Around 63.67% (2017: 59.75%) ol the Fund's financial assets are in Government securities which are not
exposed to the credit risk, while the remaining portfolio of financial asscts is broadly diversified and
rransactiors are entered into with diverse credit-worthy counterparties having higher credit rating from the
benchmark credit ratings as mentioned in Punjab Pension Fund Investment Policy, thereby mitigating any

significant concentrations of credit risk.

Details of Fund's concentration of credit risk of financial instruments by industry distribution arc as lollows:

2018 2017
Rupees Percentage Rupees Percentage
Commercial banks 18,425,874,068 95.34% 19.498.310,048 98.33%
Miscellancous i 899,908,609 4.66% 331,113,422 1.67% 3
19,325,782,677 100% 19,829.423,470 o 100%

The credit qualily of bank balanees and investments in term (inance certificates that are neither past due nor
impaired can be assessed by reference to external credit ratings or to historical information about counterparty

delault rate:

! Rating 2018 Amount
Bank Balances Short Term Long Term Agency Rs.
Bank of Punjab Al AA PACRA 140,054,725
Bank Alfalah Limited A-1+ AA+ JCR-VIS 96,667,561
Bank Al-labib Limited Al+ AAF PACRA 2,023
Allied Bank Limid Al AA+ PACRA 2,179
Askari Bank Limaed Al AA+ PACRA 14,210
Iabib Bank Limited A-l+ AAA JCR-VIS 9,595
Samba Bank Limited A-l AA JCR-VIS 1,501,165,555
Soneri Bank Limited Al+ AA- PACKRA 9,365
Sindh Bank Limited A-l+ AA JCR-VIS 12,203
United Bank Limited AL+ AAA JCR-VIS 22.327
Habib Metropolitan Bank Al+ AA+ PACRA 13,322
JS Bank Limited Al+ AA- PACRA 3,217,488,912
MCB Bank Limited (formerly
NIR Bank Limited) Al A PACRA 8,027
74,955 ,470,004
Term Deposit Receipts
Bank of Punjab Ad+ AA PACRA 1,000,000,000
Buank Allalah A-1+ AA+ JCR-VIS 4,002,367,123
Soneri Bank Limited Al+ AA- PACRA 3,403,353,425
Habib Metropolitan Bunk Al AN+ PACRA 5,004,925,501
Term Finance Certificates
WAPDA-TFFC - AAA MUFAP 256,531,459
Dawood Hercules - AA PACRA 122,362,825
Dawoed Hercules 2 = AA PACRA 302,117,088
BOP-PPTIC-2 - AA- PACRA 218,137,238
SR STy 899,148,610
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Rating 2017 Amount

Bank Balances Short Term ang Term Agency Rs.

Bank of Punjab Al+ AA PACRA 195,739,555
Bank Alfalah Limited A-1+ AA+ JCR-VIS 6,267,362,450
Bank Al-Habib Limited Al+ AA+ PACRA 71,826
Allied Bank Limited Al+ AA+ PACRA 22,285
Askari Bank Limited Al+ AA+ PACRA 314,210
Habib Bank Limited A-1+ AAA JCR-VIS 9,130
National Bank of Pakistan Al+ AAA PACRA 5
Samba Bank Limited A-1 AA JCR-VIS 1,222,539,315
Soneri Bank Limited Al+ AA- PACRA 3,718
Sindh Bank Limited A-1+ AA JCR-VIS 7,961
United Bank Limited A-1+ AAA JCR-VIS 22,427
JS Bank Limited Al+ AA- PACRA 5,747
MCB Bank Limited (formerly

NIB Bank Limited) Al+ AA- PACRA 8,027

—7,686,106,651
Term Deposit Receipts

Bank of Punjab Al+ AA PACRA 1,000,000,000
JS Bank Al+ AA- PACRA 3,002,318,027
Soneri Bank Limited Al+ AA- PACRA 3,604,122,740
Allied Bank Limited Al+ AA+ PACRA 4,205,762,630

_11,812,203,397
Term Finance Ceriificates

WAPDA-TFC . AAA MUFAP 330,188,422
230,188,422

__19,828,498,470

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.

Settlernent 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. :

Management of risk

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

Liquidity risk

Liquidity risk is the risk that the Fund will not be able to meet its financial obligations as they fall due.
Liquidity risk arises because of the possibility that the Fund could be required to pay its liabilities earlier than
expected or difficulty in raising funds to meet commitments associated with financial liabilities as they fall
due.

“AOnpes Gt
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13.2.1 Management of liquidity risk

The Fund's approach to managing liquidity is (o ensure. as far as possible, that it will always have sufficient
liquidity to meetits 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 o take appropriate
measures for new requirements. All labilities are payable in respect of expenses as approved by the

management commillee in budget for the year.

13.2.2 Maturity analysis for financial liabilities

The following are the contractual maturities of financial liabilities as on:

Trustee fee payable
Audit Iee payable
Other payable

Trustee fee payable
Audit fee payable
Other payable

13,3 Market risk

30 June 2018

Carrying Six months or less HIx L sl R o Two to five years
amount - months years
Rupees--

1,703,608 1,703.608 - - -
088,900 688.900 - - -
141,321 141,321 - - s

2,533,829 2,533,829 - - "

30 June 2017

Carrying, g Six to twelve "

PRy Six months or less e One to Two years  Two to five yeurs
------------------------------------------------------ RUPEES == mmm e e
735.376 755,376 2 2 n
676,419 676419 - 5 %

218711 218.711
1.650.5006 1,650,500 - - .

Mzu'kcl._risk is the risk that changes in market prices. such as interest rales, equity prices and foreign 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.

13.3.1 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 an:j regulations laid
down by the Punjab Pension Fund Act 2007 and Punjab Pension Fund Rules 2007. The 111:1xinmm risk
resulting from financial instruments equals their fair values,

The Fund is exposed to interest rate risk only.

A



13.3.2

13.3.2.1

13.3.2.2

Interest rate risk

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 ierest rate exposure arises on investment in Government
securities, term linance 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. n addition the Fund may change the mix ol its portfolio to enhance the carning
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.

AL 30 June, details of the interest rate profile of the Fund's interest bearing financial assets were as [ollows:

Financial assets

2018 2017
Interest rate Fair value Interest rate FFair value
Fixed rate instranents (in Percentage) Rupees (in Percentage) Rupees
Yakistan Investment Bonds 10.05 to 13.75 12,789,995,110 10.05 10 13.75 9,603,560,524
Term Deposil Receipts 7.20 10 12.05 13,399,994,000 6.26 10 12.05 11,800,000,000
National Savings Account 6.60 1o 12,30 14,970,862,500 7.60 to 13.40 19,057,919,101
Bank balances £.50 10 7,00 4,955,396,854 4.85 10 6.50 7,685,716,865
46,116,248,464 48,207.196.490
Variable rate instruments
6 Months KIBOR - 6 Months KIBOR
251,560,500 324,160,713
WAPDA TFCs +100 bps i + 100 bps s
3 Months KIBOR
121,242,000
Dawood Hercules + 100 bps : p
3 Months KIBOR
) 300,193,800
Dawood Hercules 2 + 100 bps ! 2800 2 s
6 Months KIBOR
Sl :
BOP-PPTFC-2 + 125 bps sy . .

887,996,300 324,160,713

Fuir value sensitivity analysis for fixed rate instrivments

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 atthe reporting date would not affect income statement.

Cush flow sensitivity analysis for variable rare instraments

Profit and loss 100 bhps

Increase Decrease
Asat 30 June 2018 mmmmeeeceeeeeee LT 1 —
Cash Now sensitivity-Variable rate financial asset 8,879,963 (8,879,963)
As at 30 June 2017
Cash Now sensitivity-Variable rate financial asset 3,241,607 (3.241.607)

None of the financial liabilities carry any interest rale.

The sensitivity analysis prepared is not necessarily indicative of the efTeets on profit for the year and assets / linbilities of°
the Fund.

Other price risk

Other price risk 1s the risk that the fair value or future cash flows of a financial instrument will uctuate as a result of
changes in market prices (other than those arising from interest rate risk or currency risk) whether those changes are
caused by factors specific o the individual financial instrument or its issuer, or factors alfecting all similar financial
mstruments traded in the market,

Fair value sensitive analysis

The Fund daes not account lor any lixed rate linancial assets and habilities at (air value through profit or loss. Therefore
a change in market price at the reporting date would net affect income stalement.
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16 Number of Employees

The following are the number of persons employed
2018 2017
(Number of Persons)

‘Employees as at the year end 18 19
Average number of employees during the year 18 14

17 Date of authorization for issue

e MAY 2019
. . . k W R .
These financial statements were authorized for issue on by the Management Committee of

the Fund.

18 General

Figures have been rounded off to the nearest rupees.

gy,
A \
e

Lahore General Manager Priva!iMember Chairman




