LAKSON MONEY MARKET FUND
Half Yearly Report (December 31, 2016)

LAKSON INVESTMENTS
WE MANAGE YOUR MONEY, AS WE MANAGE OUR OWN

LAKSON MONEY MARKET FUND

CONTENTS
Funds Information

1

Review Report of the Directors of the Management Company (English)

3

Review Report of the Directors of the Management Company (Urdu)

5

Trustee Report to the Unit Holders

8

Auditors report to the Unit Holders on review of Interim Financial Information

9

Condensed Interim Statement of Assets and Liabilities

10

Condensed Interim Income Statement

11

Condensed Interim Statement of Comprehensive Income

12

Condensed Interim Distribution Statement

13

Condensed Interim Statement of Movement in Unit Holders' Fund

14

Condensed Interim Cash Flow Statement

15

Notes to and forming part of the Condensed Interim Financial Information

16

LAKSON MONEY MARKET FUND

Funds Information
Management Company

Board of Directors of
the Management Company

Chief Financial Officer &
Company Secretary
of the Management Company
Audit Committee

Human Resource and
Remuneration Committee

Lakson Investments Limited
Head Office
Lakson Square, Building No.2,
Sarwar Shaheed Road,
Karachi-74200, Pakistan.
Phone: (9221) 3569.8000
Fax: (9221) 3568.1653
Web site: www.li.com.pk
E-mail: info@li.com.pk
Mr. Iqbal Ali Lakhani - Chairman
Mr. Babar Ali Lakhani - Chief Executive Officer
Mr. A. Aziz H. Ebrahim
Mr. Mahomed J. Jaffer
Mr. Amin Mohammed Lakhani
Mr. Jacques John Visser
Mr. Daniel Scott Smaller
Mr. Zahid Zakiuddin

Ms. Sana Quadri
Mr. Zahid Zakiuddin - Chairman
Mr. A. Aziz H. Ebrahim
Mr. Iqbal Ali Lakhani
Mr. Iqbal Ali Lakhani - Chairman
Mr. Babar Ali Lakhani
Mr. Daniel Scott Smaller

Trustee

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

Auditors

BDO Ebrahim & Co.
Chartered Accountants
2nd Floor, Block C,
Lakson Square, Building No. 1,
Sarwar Shaheed Road,
Karachi - 74200.

Bankers to the Fund

Allied Bank Limited
Askari Bank Limited
Bank Alfalah Limited
Faysal Bank Limited
Habib Bank Limited
Habib Metropolitan Bank Limited
National Bank of Pakistan
Sindh Bank Limited
United Bank Limited

1

LAKSON MONEY MARKET FUND
Legal Adviser

Fazleghani Advocates
F-72/I, Block 8, KDA-5,
Kehkashan, Clifton,
Karachi, Pakistan.

Registrar

Lakson Investments Limited
Lakson Square Building No.2,
Sarwar Shaheed Road,
Karachi-74200, Pakistan

Distributors

Adam Securities
Amir Noorani
BMA Financial Services Limited
Elixir Securities (Pvt.) Limited
Ismail Iqbal Securities
Metro Securities Pvt. Limited
Pearl Securities Pvt. Limited
Rabia Fida
Topline Securities (Pvt.) Limited
Vector Capital (Pvt.) Limited

Rating by PACRA

AA(f) : Fund Stability Rating
AM2 : Asset Manager Rating

2

LAKSON MONEY MARKET FUND

Review Report of the Directors of the Management Company
for the half year ended December 31, 2016
The Board of Directors of Lakson Investments Limited, the Management Company of the Lakson
Money Market Fund ("LMMF") is pleased to submit its review report together with Condensed Interim
Financial Statements for the half year ended December 31, 2016.
Fund Objective
The objective of the fund is to provide stable and competitive returns with low volatility that are in
line with the money markets and consistent with capital preservation. Accordingly, the fund consists
of a liquid portfolio of low risk, short-term investments.
Fund Profile
LMMF is an open end money market fund which invests in Government Securities, Certificate of
Investments, Clean Placements, Term Deposit Receipts and other short term instruments. The weighted
average maturity of the portfolio is kept below 3 months. LMMF invests in only those securities that
have been assigned at least an "AA" rating by a rating agency in Pakistan and are of less than 6 months
maturity. Short maturity of the portfolio protects the Unit Holders against interest rate movements
while enhancing the liquidity of the Fund. LMMF is allowed to borrow up to 10% of Net Assets to
meet redemptions, however, LMMF did not utilize this facility during the period under review.
Fund performance
The LMMF yielded an annualized return of 5.38% in the first half year of FY17 compared to the
Benchmark return of 5.10%. The LMMF outperformed the benchmark by 28 bps. As of December 31,
2016, the LMMF portfolio is invested 22% in placements with Banks & DFIs, 78% cash while the
weighted average maturity of the LMMF portfolio stands at 07 days. The fund size of the LMMF as
of December 31, 2016 is PKR 4,519 million.
Earning per Unit (EPU)
EPU has not been disclosed as we feel the determination of weighted average units for calculating
EPU is not practicable for open end funds.
Economic Review
CPI posted an increase of 3.9% YoY during H2CY16, backed by an uptick in food inflation; meanwhile,
core inflation hit a 19 months high of 5.3% during the period under review. CPI is expected to remain
benign in Q1CY17 before depicting a gradual uptick and a similar trend may occur for interest rates.
SBP had slashed the policy rate to 5.75% in H1CY16, and retail lending rates of commercial banks and
refinance rates by SBP concessional schemes followed suit. The availability of low-cost funding provided
much needed support to private businesses, which was reflected in their increased borrowings from
commercial banks. This led to an acceleration in private sector credit (+14% YoY) on the back of higher
working capital and trade financing. In this regard, LSM growth posted strong growth of 8% YoY in
Nov'16 (vs. 3.2% YoY in Q2CY16), with growth in Autos, Steel, Cement and Food sectors.
Similarly, the government also scaled up its development spending during the year; importantly, it
created room for this stimulus via lower current spending and mobilizing higher revenues. Therefore,
fiscal consolidation remained on track, and the budget deficit reduced further to 4.6 percent of GDP
for the first time since FY07.
Forex reserves closed CY16 at USD 23.16 bn, despite lackluster export performance and consistent
rise in imports (majorly Oil, Machinery & Autos led). CY16 also saw the successful culmination of the
IMF program, which not only provided direct FX support but also helped the country secure financing
from other IFIs and the international capital markets. This, in turn, led to PKR stability. Hence PKR
continues to remain resilient against the USD, despite the latter gaining strength against most major
emerging market currencies.
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Outlook
While economic performance continues to be satisfactory, H2CY16 saw a widening of the twin deficits
and pressure points particularly on the external side building up. While the announcement of an
export package is expected to boost textiles, the GoP is also looking to revive the privatization program
and is mulling over amnesty schemes.
Fixed Income Review
SBP adopted a cautious monetary policy stance during H2CY16, based on the following considerations:
(i) rebound in CPI (3.9% average), and (ii) rising concerns on the external front, with growing current
account deficit (2.2% of GDP). As a result the policy rate remained unchanged at 5.75% during the
period under review; however, SBP continued to actively manage liquidity conditions in the interbank
market to ensure that despite liquidity swings arising from PIB maturities and Eid related cash
withdrawals, the overnight rates did not deviate much from the target rate. With recent rebound in
oil prices, and impact yet to fully pass in the form of higher domestic petroleum product prices, higher
CPI expectations can form in the months to come.
During H1CY16, banks were parking their excess liquidity in the government papers (majorly PIBs).
This trend, however, changed during H2CY16 on account of (i) large volume of PIBs that matured were
not re-rolled by the government (supported by increase in borrowings from the SBP post completion
of the IMF program), and (ii) uptick in advances (supported by revival of working capital and trade
financing, which have a combined contribution of around 60% to total private sector credit). M2
growth picked up to around 15% YoY by end of Q4CY16, compared to 13% in Q3CY16, where higher
government borrowings were offset by net retirements by the private sector. As per SBP, another
reason behind low monetary expansion during Q3CY16 was high currency to deposit ratio, which led
to a lower money multiplier.
In H2CY16, the government raised PKR 2.7 trillion through the T-Bills (net of maturity: PKR 586 billion),
and PKR 678bn through PIBs (net of maturity: PKR -749 billion). Details of the yield are as under:

30th June'16

3M
5.87%

30th Dec'16

5.92%

T-Bills Cut Off Yields
6M
12M
5.89%
5.92%
6.01%

6.04%

3M
6.70%
6.71%

PIBs Cut Off Yields
6M
12M
6.58%
7.59%
7.44%

8.52%

Outlook
Going forward we expect monetary easing stance has bottomed out and plan to hold limited allocation
towards bonds in order to minimize the risk of MTM losses on PIB portfolio allocation. We will be
targeting to park liquidity towards shorter end of the yield curve and place it in shorter tenor T bills
and high yielding bank placement to maximize the return of the fund.
Acknowledgment
The Board is thankful to its valued investors, the Securities & Exchange Commission of Pakistan, the
State Bank of Pakistan, the Trustee of the Fund - Central Depository Company of Pakistan Limited and
the management of the Pakistan Stock Exchange Limited for their continued cooperation and support.
The Directors of the Management Company also acknowledge the efforts put in by the team of the
Management Company for the growth and the prudent management of the Fund.

For and on Behalf of the Board

Babar Ali Lakhani
Chief Executive Officer

Dated: February 28, 2017
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INDEPENDENT AUDITORS' REPORT ON REVIEW OF CONDENSED INTERIM FINANCIAL INFORMATION
TO THE UNIT HOLDERS
Introduction
We have reviewed the accompanying condensed interim statement of assets and liabilities of LAKSON
MONEY MARKET FUND ("the Fund") as at December 31, 2016 and the related condensed interim
income statement, condensed interim statement of comprehensive income, condensed interim
distribution statement, condensed interim statement of cash flows, condensed interim statement of
movement in unit holders' fund and notes to the accounts for the six-month period then ended (herein-after referred to as "condensed interim financial information"). Management Company of the Fund
is responsible for the preparation and presentation of this condensed interim financial information
in accordance with approved accounting standards as applicable in Pakistan for interim financial
reporting. Our responsibility is to express a conclusion on this condensed interim financial information
based on our review.
Scope of Review
We conducted our review in accordance with International Standard on Review Engagements 2410,
"Review of Interim Financial Information Performed by the Independent Auditor of the Entity." A
review of condensed interim financial information consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review procedures.
A review is substantially less in scope than an audit conducted in accordance with International
Standards on Auditing and consequently does not enable us to obtain assurance that we would
become aware of all significant matters that might be identified in an audit. Accordingly, we do not
express an audit opinion.
Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the accompanying
condensed interim financial information as at and for the six-month period ended December 31, 2016
is not prepared, in all material respects, in accordance with approved accounting standards as applicable
in Pakistan for interim financial reporting.
Other matters
The figures for the quarter ended December 31, 2016 and December 31, 2015 in the condensed
interim income statement, condensed interim statement of comprehensive income, condensed interim
distribution statement, condensed interim statement of cash flows and condensed interim statement
of movement in unit holders' fund have not been reviewed and we do not express a conclusion on
them.

Karachi
Date: February 28, 2017

CHARTERED ACCOUNTANTS
Engagement Partner: Zulfikar Ali Causer
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Condensed Interim Statement of Assets and Liabilities
As at December 31, 2016

Note

ASSETS
Bank balances
Investments
Mark-up receivable
Prepayments
TOTAL ASSETS

December 31,
June 30,
2016
2016
(Unaudited)
(Audited)
-------------- (Rupees) --------------

6
7
8

4,095,527,052
490,000,000
28,864,893
27,273
4,614,419,218

4,043,545,037
1,331,819,772
16,210,101
132,990
5,391,707,900

9

38,767,358
415,457

38,280,127
369,496

1,879,743
54,663,809
95,726,367
4,518,692,851

3,012,786
53,266,730
94,929,139
5,296,778,761

4,518,692,851

5,296,778,761

LIABILITIES
Payable to the Management Company
Remuneration payable to the Trustee
Annual fee payable to the Securities and
Exchange Commission of Pakistan
Accrued expenses and other liabilities
TOTAL LIABILITIES
NET ASSETS

10

UNIT HOLDERS' FUND (as per statement of
movement in Unit holders' Fund)
CONTINGENCIES AND COMMITMENTS

11
(Number of units)

Number of units in issue

43,930,570

52,892,199
(Rupees)

Net assets value per unit

102.8599

100.1430

The annexed notes from 1 to 17 form an integral part of this condensed interim financial information.

For Lakson Investments Limited
(Management Company)

Director

Chief Executive Officer
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Condensed Interim Income Statement (Unaudited)
For the half year and quarter ended December 31, 2016
Half year ended
Quarter ended
December 31,
December 31,
2016
2015
2016
2015
Note ----------------------------(Rupees)--------------------------INCOME
Mark-up income
Capital (loss) on sale of investments - net
Unrealised appreciation / (diminution)
in the fair value of investments
classified as 'held for trading' - net

7.1

155,778,359 140,752,331
(333,150)
(502,793)

77,498,901
(114,931)

66,254,228
(169,205)

116,639
155,445,209 140,366,177

121,928
77,505,898

(1,265,136)
64,819,887

EXPENSES
Remuneration to the Management
Company
Sales tax on remuneration to the
Management Company
Federal excise duty on remuneration to
the Management Company
Remuneration to the Trustee
Annual fee to Securities and Exchange
Commission of Pakistan
Brokerage and bank charges
Auditors' remuneration
Fees and subscription
Printing charges
Workers' Welfare Fund
Net income from operating activities
Element of loss and capital losses
included in the prices of units issued
less those in units redeemed - net
Net income for the period before taxation
Taxation
Net income for the period after taxation

9.1

15,544,611

20,163,345

7,750,590

9,737,529

9.2

2,020,799

3,274,527

1,007,576

1,581,375

9.3

2,551,343

3,226,135
2,151,415

1,257,250

1,558,004
1,047,477

1,879,743
1,510,157
57,278
222,995
203,244
194,998
193,850
181,517
51,934
10,085
10.1
1,980,138
22,502,802 32,915,312
132,942,407 107,450,865

923,569
40,930
111,022
97,178
44,373
11,232,488
66,273,410

730,314
98,604
90,374
90,759
2,543
847,446
15,784,425
49,035,462

(14,865,046) (10,424,110)
118,077,361 97,026,755
118,077,361 97,026,755

(5,650,504)
60,622,906
60,622,906

(7,510,639)
41,524,823
41,524,823

The annexed notes from 1 to 17 form an integral part of this condensed interim financial information.

For Lakson Investments Limited
(Management Company)

Chief Executive Officer

Director
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Condensed Interim Statement of Comprehensive Income (Unaudited)
For the half year and quarter ended December 31, 2016
Half year ended
Quarter ended
December 31,
December 31,
2016
2015
2016
2015
----------------------------(Rupees)--------------------------Net income for the period after taxation

118,077,361 97,026,755

Other comprehensive income

-

-

Total comprehensive income for the period 118,077,361 97,026,755

60,622,906 41,524,823
-

-

60,622,906 41,524,823

The annexed notes from 1 to 17 form an integral part of this condensed interim financial information.

For Lakson Investments Limited
(Management Company)

Chief Executive Officer

Director
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Condensed Interim Distribution Statement (Unaudited)
For the half year and quarter ended December 31, 2016
Half year ended
Quarter ended
December 31,
December 31,
2016
2015
2016
2015
----------------------------(Rupees)--------------------------Undistributed income at the beginning
of the period - realised
Undistributed income / (accumulated loss)
at the beginning of the period - unrealised
Undistributed income at the beginning
of the period
Total comprehensive income for the period
Undistributed income at the end
of the period
Undistributed income at the end
of the period - realised
Undistributed income at the end
of the period - unrealised
Undistributed income at the end
of the period

7,385,325

8,407,774

65,135,261

63,654,099

173,553

1,126,168

(121,928)

1,381,775

7,558,878
118,077,361

9,533,942
97,026,755

65,013,333
60,622,906

65,035,874
41,524,823

125,636,239 106,560,697 125,636,239

106,560,697

125,636,239 106,444,058 125,636,239

106,444,058

-

116,639

-

125,636,239 106,560,697 125,636,239

116,639
106,560,697

The annexed notes from 1 to 17 form an integral part of this condensed interim financial information.

For Lakson Investments Limited
(Management Company)

Chief Executive Officer

Director
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Condensed Interim Statement of Movement in Unit Holders' Fund (Unaudited)
For the half year and quarter ended December 31, 2016
Half year ended
Quarter ended
December 31,
December 31,
2016
2015
2016
2015
----------------------------(Rupees)--------------------------Net assets at beginning of the period
Amount received on issue of 22,789,324
(2015:8,488,422) units and 16,728,282
(2015: 4,527,452) units for half year and
quarter respectively
Amount paid on redemption of 31,750,953
(2015: 14,343,655) units and 16,998,815
(2015: 7,694,254) units for half year and
quarter respectively
Element of loss and capital losses included
in prices of units issued less those of
units redeemed - net
Unrealised appreciation / (diminution) in
the fair value of investments classified
as 'held for trading' - net
Capital (loss) on sale of investments - net
Other income
Net assets as at the end of the period
Net assets value per unit at the
beginning of the period
Net assets value per unit at the end
of the period

5,296,778,761 4,209,016,154 4,485,123,616 3,995,675,020

2,316,311,125

862,422,279 1,706,175,150

462,622,279

(3,227,339,442) (1,458,369,763) (1,738,879,325)
(911,028,317) (595,947,484)
(32,704,175)

(786,813,226)
(324,190,947)

14,865,046

(333,150)
118,410,511
118,077,361
4,518,692,851

10,424,110

5,650,504

7,510,639

116,639
121,928
(1,265,136)
(502,793)
(114,931)
(169,205)
97,412,909
60,615,909
42,959,164
97,026,755
60,622,906
41,524,823
3,720,519,535 4,518,692,851 3,720,519,535

100.1430

100.2271

101.4709

101.6546

102.8599

102.9486

102.8599

102.9486

The annexed notes from 1 to 17 form an integral part of this condensed interim financial information.

For Lakson Investments Limited
(Management Company)
Chief Executive Officer

Director
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Condensed Interim Cash Flow Statement (Unaudited)
For the half year and quarter ended December 31, 2016
Half year ended
Quarter ended
December 31,
December 31,
2016
2015
2016
2015
----------------------------(Rupees)--------------------------CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the period

118,077,361

Adjustments for non-cash charges and
other items:
Unrealised (appreciation) / diminution in the
fair value of investments - held for trading - net
Element of loss and capital losses included
in the prices of units issued less those of
units redeemed - net
Decrease / (increase) in assets
Investments - net
Markup receivable
Prepayments
Increase / (decrease) in liabilities
Payable to the Management Company
Remuneration payable to the Trustee
Annual fee payable to the Securities and
Exchange Commission of Pakistan
Accrued expenses and other liabilities
Net cash generated from operating activities
CASH FLOWS FROM FINANCING ACTIVITIES
Cash received from issue of units
Cash paid on redemption of units
Net cash used in financing activities
Net increase in cash and cash equivalents
during the period
Cash and cash equivalents at beginning
of the period
Cash and cash equivalents at end
of the period

97,026,755

60,622,906

41,524,823

(116,639)

(121,928)

1,265,136

10,424,110
107,334,226

5,650,504
66,151,482

7,510,639
50,300,598

841,819,772 1,873,901,609 1,134,585,296
(12,654,792)
(2,480,964)
(13,337,704)
105,717
77,520
80,176
829,270,697 1,871,498,165 1,121,327,768

626,916,165
(11,286,419)
90,760
615,720,506

-

14,865,046
132,942,407

487,231
45,961

290,520
6,424

1,630,571
(6,195)

(1,133,043)
(3,323,484)
923,569
1,397,079
1,858,304
1,297,365
797,228
1,887,258
2,517,878
963,010,332 1,980,719,649 1,189,997,128

730,314
956,494
3,311,184
669,332,288

2,316,311,125
862,422,279 1,706,175,150
(3,227,339,442) (1,458,369,763) (1,738,879,325)
(911,028,317) (595,947,484)
(32,704,175)

462,622,279
(786,813,226)
(324,190,947)

51,982,015 1,384,772,165 1,157,292,953

345,141,341

4,043,545,037 1,514,468,904 2,938,234,099

2,554,099,728

4,095,527,052 2,899,241,069 4,095,527,052

2,899,241,069

3,328,090
24,348

The annexed notes from 1 to 17 form an integral part of this condensed interim financial information.

For Lakson Investments Limited
(Management Company)
Chief Executive Officer

Director
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Notes to and forming part of the Condensed Interim
Financial Information (Unaudited)
For the half year and quarter ended December 31, 2016
1.

LEGAL STATUS AND NATURE OF BUSINESS
Lakson Money Market Fund (the "Fund") was established under the Trust Deed executed on September
2, 2009 between the Lakson Investments Limited as its Management Company and the Central
Depository Company of Pakistan Limited (CDC) as its Trustee. The Fund has been registered as a
Notified Entity on September 18, 2009 by the Securities and Exchange Commission of Pakistan (SECP)
in accordance with the Non-Banking Finance Companies and Notified Entities Regulations, 2008 (NBFC
Regulations). The Management Company of the Fund has been licensed by SECP to undertake Asset
Management and Investment Advisory Services as a Non-Banking Finance Company under the NonBanking Finance Companies (Establishment and Regulation) Rules, 2003 (NBFC Rules). The registered
office of the Management Company is located at 14 - Ali Block, New Garden Town, Lahore.
The Fund is an open end mutual fund and is listed on Pakistan Stock Exchange Limited (Formerly:
Lahore Stock Exchange Limited). Units are offered for public subscription on a continuous basis. The
units are transferable and can be redeemed by surrendering them to the Fund.
The Fund is categorised as "Money Market Scheme" as per the Circular 07 of 2009 issued by Securities
and Exchange Commission of Pakistan (SECP) and Fund primarily invests in Government Securities,
Certificates of Investment, Certificates of Deposits, Term Deposit Receipts, Commercial Papers, Reverse
Repo, etc. subject to the guidelines issued by SECP from time to time.
Title to the assets of the Fund is held in the name of Central Depository Company of Pakistan Limited
as Trustee of the Fund.
The Pakistan Credit Rating Agency Limited (PACRA) has maintained AA(f) (Fund Stability Rating) to
the Fund and pursuant to the updated Asset Manager Rating Methodology and Rating Scale, the
Pakistan Credit Rating Agency Limited (PACRA) has harmonized asset manager rating of the Company
to the new scale i.e. AM2 (stable outlook), on June 08, 2016 (2015: AM2- as on April 22, 2015).

2.

BASIS OF PREPARATION

2.1

Statement of compliance
This condensed interim financial informations has been prepared in accordance with the requirements
of the International Accounting Standard 34 - Interim Financial Reporting and provisions of and
directives issued under the Companies Ordinance, 1984, Non-Banking Finance Companies
(Establishment and Regulation) Rules, 2003 (the Rules), and Non-Banking Finance Companies and
Notified Entities Regulations, 2008 (the Regulations) and directives issued by the Securities and
Exchange Commission of Pakistan (SECP). In case the requirements differ, the requirements of the
Rules, the Regulations and the directives issued by the SECP shall prevail.
This condensed interim financial information does not include all the information required for a
complete set of annual financial statements and should be read in conjunction with the latest annual
financial statements as at and for the year ended June 30, 2016. However, selected explanatory notes
are included to explain events and transactions that are significant.
This condensed interim financial information is unaudited, however, limited scope review has been
performed by the external auditors in accordance with the requirements of clause (xxi) of the Code
of Corporate Governance.
This unaudited condensed interim financial information is being submitted to the unit holders as
required under Regulation 38 (g) of the Non-Banking Finance Companies and Notified Entities
Regulations, 2008 (NBFC Regulations).
The comparative statement of asset and liabilities presented in this condensed interim financial
information has been extracted from the annual audited financial statements of the Fund for the year
ended June 30, 2016, whereas the comparative condensed interim income statement, condensed
interim statement of comprehensive income, condensed interim distribution statement, condensed
interim statement of comprehensive income, condensed interim distribution statement, condensed
interim statement of cash flows, condensed interim statement of movement in unit holders fund are
extracted from the unaudited condensed interim financial statements for the half year ended December
31, 2015.
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In compliance with schedule V of the NBFC Regulations the directors of the Management Company
hereby declare that this condensed interim financial information gives a true and fair view of the
state of the Funds affairs as at December 31, 2016.
2.2

Basis of measurement
This condensed interim financial information has been prepared under the historical cost convention,
except for investments that are stated at fair values.
This condensed interim financial information has been prepared following accrual basis of accounting
except for cash flow information.

2.3

Functional and presentation currency
This condensed interim financial information is presented in Pak Rupees, which is the Fund's functional
and presentation currency. All financial information presented in Pak Rupees has been rounded off
to the nearest of rupees.

3.

SIGNIFICANT JUDGEMENTS AND ESTIMATES
The preparation of condensed interim financial statements requires management to make judgments,
estimates and assumptions that affect the application of accounting policies and reported amount
of assets and liabilities, income and expenses. Actual results may differ from these estimates.
The significant judgments made by management in applying the accounting policies and the key
sources of estimation uncertainty were the same as those that were applied to financial statements
as at and for the year ended June 30, 2016.

4.

SIGNIFICANT ACCOUNTING POLICIES
The accounting policies and methods of computation adopted in the preparation of this condensed
interim financial information are the same as those applied in the preparation of the financial
statements as at and for the year ended June 30, 2016.

5.

FINANCIAL RISK MANAGEMENT
The Fund's financial risk management objectives and policies are consistent with those disclosed in
the annual audited financial statements of the Fund for the year ended June 30, 2016.

6.

BANK BALANCES
Local currency
In profit and loss sharing accounts
In current accounts
Term deposit receipts

December 31,
2016
(Unaudited)
Note
6.1
6.2

June 30,
2016
(Audited)
(Rupees)

3,595,511,225
15,827
500,000,000
4,095,527,052

4,043,527,630
17,407
4,043,545,037

6.1

These represents profit and loss account maintained with banks carrying profit rates ranging
from 4.00% to 7.40% (June 30, 2016: 4.00% to 7.40%) per annum.

6.2

This represents term deposit receipts with bank carrying mark-up rate of 6.40% (June 30, 2016:
Nil) per annum, maturing on January 16, 2017.

7.

INVESTMENTS
Financial assets at fair value through profit or loss - held for trading
Government securities
Market Treasury Bills

7.1

Loans and receivables
Certificate of investment

7.2
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490,000,000
490,000,000

1,331,819,772
1,331,819,772
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7.1

Government securities-Market Treasury bills
-----------------Number of treasury bills-----------------

Number of
holdings at
the beginning
of the period

Acquired
during the
period

Disposed /
matured
during the
period

Number of
holdings at
end of
the period

Note

Balance as at December 31, 2016

Carrying
value

Market value Market value
Unrealized as percentage as percentage
of total
appreciation of net assets
of the Fund
investment

Market
value

----------------------(Rupees)----------------------

Treasury Bills - 3 months
(face value of Rs. 100,000
each)

7.1.1

3,500

53,463

56,963

-

-

-

-

-

-

Treasury Bills - 6 months
(face value of Rs. 100,000
each)

7.1.2

9,940

60,837

70,777

-

-

-

-

-

-

6,000

6,000

-

-

-

-

-

-

Treasury Bills - 12 months
(face value of Rs. 100,000
each)

-

Total - December 31, 2016
Total - June 30, 2016

1,331,646,219 1,331,819,772

173,553

25.14

100.00

7.1.1 This represents investments in 3 months Government Treasury Bills carrying effective profit
rate Nil (June 30, 2016: 5.92%). The face value of Market Treasury Bills as at December 31,
2016 is Rs. nil (June 2016: Rs. 350 million).
7.1.2 This represents investments in 6 months Government Treasury Bills carrying an effective profit
rate Nil (June 30, 2016: 5.92% to 6.22%). The face value of Market Treasury Bills as at December
31, 2016 is Rs. nil (June 2016: Rs. 994 million).
7.2

Certificate of investment - unsecured
This represents short term certificate of investment of Pak Brunei Investment Company Limited
carrying effective mark-up rate of 6.40% (June 30, 2016: nil) per annum and will mature on
February 14, 2017. The rating of the instrument is AA+.
December 31,
2016
(Unaudited)

8.

Note

MARKUP RECEIVABLE
Considered good
Profit receivable on:
Profit and loss sharing accounts
Term Deposit Receipts with banks
Certificate of Investment
Clean placement

9.

(Rupees)

14,057,893
2,805,479
11,856,658
144,863
28,864,893

16,210,101
16,210,101

9.1

2,695,840

2,244,796

9.2

5,093,608

5,057,421

9.3

30,977,910
38,767,358

30,977,910
38,280,127

PAYABLE TO THE MANAGEMENT COMPANY
Remuneration payable to Management
Company
Sales tax payable on remuneration to the
Management Company
Federal excise duty payable on remuneration
to the Management Company

9.1

June 30,
2016
(Audited)

The Management Company is entitled to remuneration for services rendered to the Fund under
the provisions of the Non-Banking Finance Companies and Notified Entities Regulations, 2008,
of an amount not exceeding one percent per annum of the average daily net assets of the
Fund. Currently the Management Company is charging its remuneration at the rate of 10% of
the gross earnings of the Fund, calculated on a daily basis. The fee is subject to a minimum of
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0.5% and maximum of 1.00% of the average annual net assets of the Fund. The effective rate of
charging of its remuneration for service rendered for the half year and quarter ended December 31,
2016 is 0.62%.
9.2

Provincial Government of Sindh has levied Sindh Sales Tax on the remuneration of the Management
Company through Sindh Sales Tax on Services Act, 2011 with effect from July 01, 2011. This amount
is paid / payable to the Management Company who then pays it to the Government of Sindh.

9.3

The amount is being held for payment to asset management company for onward payment to Federal
Board of Revenue on the basis of a stay order of the Honorable High Court of Sindh dated September
04, 2013. The stay order was granted as a result of a petition filed by asset management companies
from the platform of MUFAP against the amendment in Finance Act, 2013 which levied FED on the
fees received by asset management companies from funds under management. As the asset
management services rendered by the Management Company of the Fund is already subject to
provincial sales tax on services levied by the Sindh Revenue Board, which is being charged to the
Fund, the Management Company is of the view that further levy of FED is not justified.
The Sindh High Court in its decision dated July 16, 2016 maintained the previous order passed against
other constitutional petition whereby levy of FED has been declared to be Ultra Vires to the
Constitution. On September 23, 2016, the Federal Government has filed an appeal against the said
SHC order in the Honorable Supreme Court of Pakistan (SCP) and thus the previous balance of FED
has not been reversed. Therefore, as a matter of prudence and abundant caution, without prejudice
to the above, the Management Company has made a provision with effect from June 13, 2013,
aggregating to Rs. 30.978 million (June 30, 2016: Rs. 30.978 million). Had the provision on FED not
been made, Net Asset Value per unit of the Fund as at December 31, 2016 would have been higher
by Re. 0.71 (June 30, 2016: Re. 0.59).
Further, the Federal Government vide Finance Act 2016 has excluded asset management companies
and other non-banking finance companies from levy of FED on their services. Accordingly, no provision
for FED is made from July 01, 2016 onwards.

December 31,
2016
(Unaudited)
10.

10.1

Note

ACCRUED EXPENSES AND
OTHER LIABILITIES
Auditors' remuneration
Workers' Welfare Fund
Brokerage payable
Withholding tax payable
Others

10.1

June 30,
2016
(Audited)
(Rupees)

184,444
53,035,330
18,088
1,377,692
48,255
54,663,809

201,400
53,035,330
30,000
53,266,730

Workers' Welfare Fund
The Finance Act, 2008 had introduced an amendment to the Workers' Welfare Fund Ordinance, 1971
(WWF Ordinance) as a result of which it was construed that all Collective Investment Schemes (CISs)
/ mutual funds whose income exceeded Rs 0.5 million in a tax year were brought within the scope
of the WWF Ordinance, thus rendering them liable to pay contribution to WWF at the rate of two
percent of their accounting or taxable income, whichever was higher. In light of this, the Mutual
Funds Association of Pakistan (MUFAP) filed a constitutional petition in the Honourable Sindh High
Court challenging the applicability of WWF on CISs which is pending adjudication. Similar cases were
disposed of by the Peshawar and the Lahore High Courts in which these amendments were declared
unlawful and unconstitutional. However, these decisions were challenged in the Supreme Court of
Pakistan.
Subsequently, the Finance Act, 2015 introduced an amendment under which CISs / mutual funds
have been excluded from the definition of industrial establishment subject to WWF under the
WWF Ordinance. Consequently, mutual funds are not subject to this levy after the introduction of
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this amendment which is applicable from tax year 2016. Accordingly, no further provision in respect
of WWF was made with effect from July 1, 2015.
On November 10, 2016 the Supreme Court of Pakistan had passed a judgment declaring the
amendments made in the Finance Acts 2006 and 2008 pertaining to WWF as illegal citing that WWF
was not in the nature of tax and could, therefore, not have been introduced through money bills.
Accordingly, the aforesaid amendments have been struck down by the Supreme Court of Pakistan.
The Federal Board of Revenue has filed a petition in the Supreme Court of Pakistan against the said
judgment, which is pending hearing. While the petitions filed by the CISs on the matter are still
pending before the Sindh High Court, the Mutual Funds Association of Pakistan (MUFAP) (collectively
on behalf of the asset management companies and their CISs) has taken legal and tax opinions on
the impact of the Supreme Court of Pakistan judgement on the CISs petition before the Sindh High
Court. Both legal and tax advisors consulted were of the view that the judgment has removed the
very basis on which the demands were raised against the CISs. Therefore, there was no longer any
liability against the CISs under the WWF Ordinance and that all cases pending in the Sindh High Court
or lower appellate forums will now be disposed of in light of the earlier judgement of the Supreme
Court of Pakistan.
Furthermore, as a consequence of the 18th amendment to the Constitution of Pakistan, in May 2015
the Sindh Workers Welfare Fund Act, 2014 (SWWF Act) had been passed by the Government of Sindh
as a result of which every industrial establishment located in the Province of Sindh, the total income
of which in any accounting year is not less than Rs 0.50 million, is required to pay Sindh Workers
Welfare Fund (SWWF) in respect of that year a sum equal to two percent of such income. The matter
was taken up by the MUFAP with the Sindh Revenue Board (SRB) collectively on behalf of various
asset management companies (including the Management Company of the Fund) whereby it was
contested that mutual funds should be excluded from the ambit of the SWWF Act as these were not
industrial establishments but were pass through investment vehicles and did not employ workers.
The SRB held that mutual funds were included in the definition of financial institutions as per the
Financial Institution (Recovery of Finances) Ordinance, 2001 and were, hence, required to register
and pay SWWF under the SWWF Act. Thereafter, MUFAP has taken up the matter with the Sindh
Finance Ministry to have CISs / mutual funds excluded from the applicability of SWWF.
In view of the above developments regarding the applicability of WWF and SWWF on CISs / mutual
funds. MUFAP has recommended the following to all its members on January 12, 2017:
- based on legal opinion, the entire provision against WWF held by the CISs till June 30, 2015, to be
reversed on January 12, 2017; and
- the provision in respect of SWWF should be made on a prudent basis with effect from the date of
enactment of the SWWF Act, 2014 (i.e. starting from May 21, 2015) on January 12, 2017.
However, the management considered it prudent to provide for SWWF from the time it becomes
applicable under Law (i.e. wef July 01, 2014). Accordingly, the provision for SWWF is being made on
a daily basis going forward.
The above decisions were communicated to the SECP and the Pakistan Stock Exchange Limited on
January 12, 2017 and the SECP vide its letter dated February 1, 2017 has advised MUFAP that the
adjustments relating to the above should be prospective and supported by adequate disclosures in
the financial statements of the CISs/ mutual funds. Accordingly, the Fund has recorded these
adjustments in its books on January 12, 2017.
The net effect of the above two adjustments if these had been made on December 31, 2016 would
have resulted in an increase in the net asset value per unit of the Fund by Rs. 1.07.
11.

CONTINGENCIES AND COMMITMENTS
There are no contingencies and commitments as at December 31, 2016 except for contingencies in
respect of Sindh Workers' Welfare Fund and taxation as disclosed in note 10.1 and 12.2 respectively.

12.

TAXATION

12.1

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

20

LAKSON MONEY MARKET FUND
income other than capital gains to the unit holders. The management intends to distribute at least
90% of the income earned by the year end by this Fund to the unit holders. The Fund is also exempted
from the provisions of Section 113 (minimum tax) under Clause 11A of Part IV of the Second Schedule
of the Income Tax Ordinance, 2001. Accordingly, no provision has been made in this condensed
interim financial information.
12.2

A new section 4B has been introduced in the Income Tax Ordinance, 2001 vide the Finance Act, 2015,
according to which super tax has been imposed for Tax Year 2015 on the income of individuals,
association of persons and companies who are earning income of Rs. 500 million or above in Tax Year
2015. Super Tax shall be charged at the rate of 3% for person other than banking companies.
During the period, the Management Company has received an order under the aforementioned
section for recovery of super tax not paid with return of income in respect of the Fund for the Tax
Year 2015. The Deputy Commissioner considered that the Fund was required to pay super tax as the
income of the Fund was more than Rs. 500 million and raised a demand of Rs. 18.819 million in this
respect.
The Management Company has filed an appeal before Commissioner Appeals (Inland Revenue) against
the order which is pending adjudication. The Management Company has also filed for stay of demand
in the Sindh High Court against the said demand which has been allowed and stay granted. Subsequent
to period end, the Sindh High Court passed an order directing the Commissioner, Appeals IV (Inland
Revenue) to dispose of the appeal pending before it within three months and till such time no coercive
action be taken against the Fund.
Further, similar issue has been decided by Income Tax Appellate Tribunal (ITAT) Karachi bench in favor
of Mutual Fund.
Hence, no provision was made for super tax in the condensed interim financial information for the
period ended December 31, 2016 as the income of the Funds is exempt from tax under clause 99 of
Part I of the Second Schedule of the Income Tax Ordinance, 2001 and sufficient accounting income
has been distributed among the unitholders and the Fund complied with the requirement of clause
99.

13.

TRANSACTIONS AND BALANCES WITH RELATED PARTIES / CONNECTED PERSONS
Related parties / connected persons include Lakson Investments Limited being the Management
Company, Central Depository Company of Pakistan Limited (CDC) being the Trustee of the fund, SIZA
Services (Private) Limited being the holding company of the Management Company, associated
companies of the Management Company, key management personnel, other funds being managed
by the Management Company, staff retirement benefits of related parties and other entities having
holding more than 10% in the units of the Funds as December 31, 2016.
Remuneration to the Management Company and the Trustee is determined in accordance with the
provisions of NBFC Regulations and the Trust Deed respectively. Other transactions are in normal
course of business, at contracted rates and terms determined in accordance with the market rates.
Transactions and balances with related parties other than those disclosed elsewhere are as follows:

December 31,
2016
(Unaudited)

June 30,
2016
(Audited)
(Rupees)

13.1 Balance as at period / year end
Lakson Investments Limited Management Company of the Fund
Remuneration payable
Sindh Sales Tax and Federal Excise Duty on
remuneration to Management Company
Central Depository Company of Pakistan
Limited - Trustee
Remuneration payable
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2,695,840

2,244,796

36,071,518

36,035,331

415,457

369,496

SIZA Services (Private) Limited
(Holding Company of the Management Company)
SIZA (Private) Limited
Hasanali & Gulbanoo Lakhani Foundation
Century Insurance Company Limited
Sybrid (Private) Limited
Premier Fashions (Private) Limited
Colgate Palmolive (Pakistan) Limited
Clover Pakistan Limited
Lakson Power Limited
SIZA Commodities (Private) Limited
Baluchistan Polyproducts (Private) Limited
SIZA Foods (Private) Limited Employees
Contributory Provident Fund Trust
Accuray Surgical Limited Employees Contributory
Provident Fund
Princeton Travels (Private) Limited Employees
Contributory Provident Fund Trust
Gam Corporation (Private) Limited Employees
Contributory Provident Fund
Lakson Business Solutions Limited Employees
Contributory Provident Fund Trust
Clover Pakistan Limited Employees Gratuity Fund
Lakson Investments Limited Employees Contributory
Provident Fund Trust
Merit Packaging Limited Employees Contributory
Provident Fund Trust
Merit Packaging Limited Employees Gratuity Fund

Holding company / associated companies /
undertakings of the Management Company

Lakson Investments Limited - Management Company
Directors, Chief Executive and their spouse and minors
Key management personnel, employees and connected
persons of the Management Company

13.2 Unit Holders' Fund

22
-

45,333

77

-

5,051
59,581
23,314

12
11,096
7
146
58

-

-

41,448

21
225

-

24,609

153

-

-

2,144,584
373,733
278,179
298,191
26,918

13,711

200,675

-

68,098
1,413,936
459,637
1,999,487
1,643,944
11,993,217
4,328
3,003,933
224,942

66,349
2,738,637

Units issued Bonus units
during the issued during
period
the period

2,291,317
10,106,945

Number of
Units as
at July 01,
2016

59,727
23,371

-

5,064
-

41,672

-

45,410

24,762

1,958,719
1,413,936
329,161
1,999,487
373,733
1,788,767
1,972,457
107,581
198
2,644,545
214,428

9,954

66,349
2,984,946

Units
redeemed
during the
period

1

7

11,096

-

21

-

-

253,963
130,476
133,356
10,020,760
190,610
4,130
359,388
37,432

204,432

2,291,317
9,860,636

Number of
units as at
December
31, 2016

14,621
5,808

701

1,202
1,111,187

22,532

2,103

7,711

15,322

6,819,538
141,595,793
46,029,428
200,234,627
164,629,484
1,201,036,730
433,419
300,822,862
22,526,367

20,096,207

229,459,378
1,012,139,838

6,031,811
2,360,274

-

511,393
-

4,196,043

-

4,589,422

2,491,400

218,000,000
38,000,000
28,000,000
30,100,000
2,750,000

1,391,000

6,716,985
280,154,478

-

-

-

-

-

-

-

-

-

-

Balance
Units issued Bonus units
as at July 01, during the issued during
2016
period
the period

6,051,782
2,368,089

-

513,086
-

4,222,414

-

4,601,122

2,509,031

200,000,000
143,225,008
32,978,272
202,624,725
38,209,726
180,000,000
200,000,000
11,000,000
20,000
270,000,000
21,800,000

1,000,000

6,722,737
305,616,863

Units
redeemed
during the
period

85

720

1,141,333

-

2,160

-

-

26,122,611
13,420,789
13,717,032
1,030,734,411
19,606,091
424,777
36,966,586
3,850,295

21,027,846

235,684,658
1,014,264,058

Balance as at
December
31, 2016

Period ended December 31, 2016
------------------------ Number of Units ------------------------------------------------------- Rupees --------------------------------
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23
125,096
749,097

Hasanali & Gulbanoo Lakhani Foundation

Century Insurance Company Limited

2,776,652

Clover Pakistan Limited

Baluchistan Polyproducts (Private) Limited

SIZA Commodities (Private) Limited
134,837

-

4,394

7,990,363

Colgate Palmolive (Pakistan) Limited

Lakson Power Limited

1,051,901

Premier Fashions (Private) Limited

-

862,205

SIZA (Private) Limited

Sybrid (Private) Limited

156,753

Holding Company of the Management Company

SIZA Services (Private) Limited

of the Management Company

Holding company / associated companies / undertakings

persons of the management company

148,900

Directors, Chief Executive and their spouse and minors

Key management personnel, employees and connected

2,599,185
12,805,755

Lakson Investments Limited - Management Company

Number of
Units as
at July 01,
2015

53,996

385,767

-

-

-

-

196,522

-

-

148,745

498,704

4,715

3,545,245

-

-

-

-

-

-

-

-

-

-

-

-

-

-

Units issued Bonus units
during the issued during
period
the period

-

214,277

245

-

-

294,894

156,281

-

-

-

103,639

2,977

5,964,156

642,257

Units
redeemed
during the
period

188,833

171,490

4,149

2,776,652

7,990,363

757,007

40,242

749,097

125,096

1,010,950

551,817

150,638

10,386,844

1,956,928

Number of
units as at
December
31, 2015

13,514,360

-

440,428

278,295,680

800,850,974

105,429,012

-

75,079,779

12,538,071

86,416,326

15,710,858

14,923,781

1,283,483,648

260,508,731

55,000,000

39,000,000

-

-

-

-

20,000,000

-

-

15,000,000

50,000,000

480,000

631,764,560

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

Balance
Units issued Bonus units
as at July 01, during the issued during
2015
period
the period

-

1,000,000

25,000

-

-

30,000,000

16,000,000

-

-

-

10,500,000

300,000

606,487,821

66,000,000

Units
redeemed
during the
period

19,440,093

17,654,655

427,134

285,852,436

822,596,684

77,932,914

4,142,755

77,118,487

12,878,458

104,075,887

56,808,891

15,507,971

1,069,311,048

201,462,998

Balance as at
December
31, 2015

Period ended December 31, 2015
------------------------ Number of Units ------------------------------------------------------- Rupees --------------------------------
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Half year ended
Quarter ended
December 31,
December 31,
2016
2015
2016
2015
--------------------------(Unaudited)----------------------------------------------------(Rupees)--------------------------13.3 Other transactions during the period
Lakson Investments Limited Management Company of the Fund
Remuneration to the Management
Company
Sindh sales tax on remuneration of
Management Company
Federal Excise Duty on remuneration
of Management Company
Central Depository Company of
Pakistan Limited - Trustee of the
Fund
Remuneration for the period
14.

15,544,611 20,163,345
2,020,799

3,274,527

3,226,135
17,565,410 26,664,007

2,551,343

2,151,415

7,750,590

9,737,529

1,007,576

1,581,375

1,558,004
8,758,166 12,876,908

1,257,250

1,047,477

TOTAL EXPENSE RATIO
As per the SECP circular vide direction no. 23 dated July 20, 2016 and as referred in Regulations
60 (5) the Non-Banking Finance Companies and Notified Entities Regulations, 2008 (the
"Regulations"), Total Expense Ratio (TER) calculated inclusive of Sindh Sales Tax and SECP fee
is 0.90% as of December 31, 2016 and this includes 0.17% representing Sindh Sales tax and
SECP fee.

15.

FAIR VALUE OF FINANCIAL INSTRUMENTS
Fair value is the amount for which an asset could be exchanged, or liability settled, between
knowledgeable willing parties in an arm's length transaction. Consequently, differences can
arise between carrying values and fair value estimates.
Underlying the definition of fair value is the presumption that the Fund is a going concern
without any intention or requirement to curtail materially the scale of its operations or to
undertake a transaction on adverse terms.
Financial assets which are traded in an open market are revalued at the market prices prevailing
at the close of trading on the reporting date. The estimated fair value of all other financial
assets and liabilities is not considered to be significantly different from book values as the items
are either short-term in nature or periodically repriced.
International Financial Reporting Standard (IFRS) 13, "Fair Value Measurement" requires the
Fund to classify fair value measurements using a fair value hierarchy that reflects the significance
of the inputs used in making the measurements. The fair value hierarchy has the following
levels:
-

Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1);

-

Inputs other than quoted prices included within level 1 that are observable for the asset
or liability, either directly (i.e., as prices) or indirectly (i.e., derived from prices) (level 2);
and
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-

Inputs for the assets or liability that are not based on observable market data (i.e.,
unobservable inputs) (level 3).

Investments of the Fund carried at fair value are categorised as follows:
As at December 31, 2016
Level 1
Level 2
Level 3
Total
-------------------- Rupees -------------------Assets
Financial assets at fair value
through profit or loss

-

-

-

-

As at June 30, 2016
Level 1
Level 2
Level 3
Total
-------------------- Rupees -------------------Assets
Financial assets at fair value
through profit or loss

-

1,331,819,772

-

1,331,819,772

15.1 Valuation techniques
For level 2 investments at fair value through profit or loss - held for trading investment in
respect of Treasury Bills, the Fund uses rates derived from PKRV rates at reporting date per
certificates multiplied by the number of certificates held .
15.2 Transfers during the period
During the half year ended December 31, 2016, there were no transfers between level 1 and
level 2 fair value measurements, and no transfers into and out of level 3 financial instruments.
16.

DATE OF AUTHORIZATION FOR ISSUE
This condensed interim financial information was authorized for issue on February 28, 2017
by the Board of Directors of the Management Company.

17.

GENERAL
Figures have been rounded off to the nearest rupee.

For Lakson Investments Limited
(Management Company)

Chief Executive Officer

Director
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