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DIRECTORS' REPORT
FOR THE SIX MONTHS PERIOD ENDED DECEMBER 31, 2020

It gives me immense pleasure to present on behalf of the Board of Directors of 786 Investments Ltd "786 or
the Company" the Management Company of 786 Smart Fund (Formerly Dawood Income Fund), | am pleased
to present reviewed financial statements along with auditors reviewed report for the half year ended December
31, 2020.

MARKET & ECONOMY REVIEW
Economy & Money Market Review:

The Calendar year 2020 was once difficult for the world, as the pandemic wreaked havoc on economies and
created unnecessary problems for governments. Pakistan was no longer an exception to the phenomenon
as GDP growth for fiscal year 20 contracted for the first time after nearly 50 years. Nevertheless, the country
was running far above the relative economies in terms of both the welfare of the economy and the population
thanks to a mixture of administration and absolute luck. The local economy has seen a V-shaped recovery,
strengthening normal opinions and confidence. It is expected that the target economic increase ranges will
be executed smoothly.

The COVID 19 has been a hidden blessing for Pakistan's external account position, where the country is
reaping the benefits of low oil charges and remittance flows. For the fifth consecutive month, the current account
posted a surplus, reaching $ 447 million in November. This brings the cumulative surplus for the first 5 months
to $ 1,640 million against a deficit of $ 1,745 million for the remaining year of the same duration. Once again,
remittances provided the largest contribution to the surplus, with a $ 2.3 billion increase of 28% year-on-year.
The financial account confirmed a significant improvement with entries of $ 380 million in November 2020
against a net outflow of USD 585 million in October 2020.

The current account posted a surplus of USD 997 million in the first half-year compared to a deficit of USD
2.032 million in the corresponding length of the last year. The enhancement got here in major on the lower
back of greater remittances which grew at a surprising charge of 25% at some stage in the period. Foreign
change reserves of the central financial institution saw an amplify of USD 1.3 billion at some stage in the first
half due to expanded balance of charge position.

The CPl inflation during December dropped to 7.97% YoY, from 8.35% YoY in the previous month, taking the
average inflation in the first 6 months of 21 to 8.63% YoY. On a last month basis, inflation fell 0.68% in December,
breaking the eight-month consecutive uptrend. The downward trend was once shown through food prices, with
a significant decrease of 3.2% from the previous month. Overall inflation can be expected to decline in 1QCY21
due to the excessive fundamental effect, after which it would have to choose to rise again in 2Q. We estimate
CPI to increase ~ 9.2% on average next year, minus any major fuel cost shock. With operating costs at 7%,
actual fees will stay below negative and the central bank may want to raise interest rates slightly over the next
half of the fiscal year.

As the financial system commenced to open up, tax collection additionally expanded and grew by 5% for the
duration of the first half of the fiscal year and nearly met the preferred goal for the period. The fiscal deficit
for the first 5 months of the duration clocked in at 1.8% of GDP, in contrast to 1.6% of GDP final year.
The principal balance was even better at a surplus of 0.5% of GDP in contrast to ultimate year's surplus of
0.3% of GDP. The yield curve commenced to slope upward after inflation persevered to disappoint investors.
The central bank additionally raised its expectation of inflation as mentioned in the minutes of MPC. It now
expects it to fall in the upward range of 7-9% in contrast to in the past expectations of inflation falling in the
decrease range 3, 5, and 10 Year bonds saw an upward push of seventy four bps, 114 bps, and 129 bps
respectively at some stage in the period
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DIRECTORS' REPORT
FOR THE SIX MONTHS PERIOD ENDED DECEMBER 31, 2020

Auditors' Report:
The Auditors in their review report on half-year ended December 31, 2020, concluded as under:

® Based on our review, nothing has come to our attention that causes us to believe that the accompanying
interim financial statements is not prepared, in all material respects, in accordance with accounting and
reporting standards as applicable in Pakistan for interim financial reporting.

Fund Performance:

As of December 31, 2020, net assets were PKR 555.49 million as compared to PKR 550.41 million as of
December 31, 2019. Total operating income for the period was PKR 21.03 million as compared to PKR 33.73
million in the same period last year. Total expense was PKR 6.82 million as compared to PKR 5.40 million in
the same period last year. The fund made a monthly annualized return of 4.42% for the month ended December
31, 2020, as compared to its benchmark return of 3.36% during the same period.

Net Income for the period was PKR 14.21 as compared to PKR 28.32 million in the same period last year.
Income already paid on the unit redeemed was PKR 1.25 million. The Net Asset Value per unit was PKR 82.85
as of December 31, 2020.

Future Plans:

786IL is building a strategy focused on times of COVID-19, and in anticipation of post COVID-19, with a focus
on ease of both operations and customer access to information and our team, during periods of lockdown and
with an emphasis on virtual, safer communications and elimination of paper for reasons of health and safety,
as well as to be a more sustainable, purpose-driven, eco-friendly role model among asset management
companies.

Our objective for the year is to grow Asset under Managements (AUM) through an effective virtual, social media
driven sales strategy.

—ee-SD---- —e--SD-mv

Director Shafqat Sultana
Chairperson
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DIGITAL
CUSTODIAN
COM=ANY

RTINS et

REPORT OF THE TRUSTEE TO THE UNIT HOLDERS
786 SMART FUND

Report of the Trustee Pursuant to Regulation 41(h) of the Non-Banking Finance Companies
and Notified Entities Regulations, 2008

786 Smart Fund , an open-end Scheme established under a Trust Deed dated June 14, 2019
executed between 786 Investments Limited, as the Management Company and Digital Custodian
Company Limited Formerly MCB Financial Services Limited (MCBFSL) as the trustee of the
fund.

1. 786 Investments Limited, the Management Company of 786 Smart Fund has, in
all material respects, managed 786 Smart Fund during the period ended 31
December 2020 in accordance with the provisions of the following:

(i) Investment limitations imposed on the Asset Management Company and
the Trustee under the trust deed and other applicable laws;

(i) the valuation or pricing is carried out in accordance with the deed and any
regulatory requirement;

(i)  the creation and cancellation of units are carried out in accordance with the
deed,;

(iv) and any regulatory requirement

gl

Khawaja Anwar Hussain
Chief Executive Officer
Digital Custodian Company Limited
Karachi: February 18, 2021 Formerly MCB Financial Services Limited

Perdesi House | 2/1 R-Y | Old Queens Road | Karachi — 74200 | Pakistan
+92-21-32419770 | www.digitalcustodian.co | info@digitalcustodian.co



SMART FUND

INDEPENDENT AUDITORS’ REVIEW
REPORT TO THE UNIT HOLDERS’ OF
786 SMART FUND

Introduction

We have reviewed the accompanying condense ent of assets and liabilities

of 786 Smart Fund ("the Fund") as at Det . the related condensed
interim income statement, condensed comprehensive income,
condensed interim statement of cash flo nt of movement
in unit holders' fund together with the note nafter referred to

as the "interim financial statem nts") for the

the preparation and presentation of
the interim financial statemen ‘approved accounting standards as

responsibility is to express a

with International Standard on Review
ancial Information Performed by the
interim financial statements consists of

ures. A review is substantially less in scope
rdance with International Standards on Auditing and

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying interim financial statements is not prepared, in all material respects, in
accordance with accounting and reporting standards as applicable in Pakistan for interim
financial reporting.

Other Matters

The figures of the condensed interim income statement and the condensed interim
statement of comprehensive income for the three months period ended December 31,
2020 and 2019 have not been reviewed, as we are required to review only the cumulative
figures for the six months period ended December 31, 2020.

Date: Grant Thornton Anjum Rahman

Karachi Chartered Accountants
Muhammad Khalid Aziz
Engagement Partner
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CONDENSED INTERIM STATEMENT OF ASSETS AND LIABILITIES (UNAUDITED)
AS AT DECEMBER 31, 2020

Assets

Balances with Banks

Investments

Accrued Income/Profit

Security Deposits and Prepayments

Advance Income Tax

Total Assets

Liabilities

Payable to 786 Investments Limited - Management Company
Payable to MCB Financial Services Limited - Trustee
Payable to Securities and Exchange Commission of Pakistan (Secp)
Unclaimed Dividend

Accrued Expenses and Other Liabilities

Total Liabilities
Contingencies and Commitments
Net Assets

Unit Holders' Funds

Number of Units in Issue

Net Assets Value per Unit

Note

© N O O

10
1

12

13

14

(Un-Audited) Audited
December 31, June 30,
2020 2020
Rupees

487,767,280 548,128,655

81,578,207 86,625,682
5,075,766 5,670,500
163,638 6,150,000

- 7,923,448
574,584,891 654,498,285
2,575,996 2,308,585
82,126 85,649
60,528 124,256
1,110,377 5,738,576
15,261,245 19,737,481
19,090,272 27,994,547

555,494,619 626,503,738

555,494,619 626,503,738

(Number)
6,705,116 7,734,563
(Rupees)
82.85 81.00

The annexed notes from 1 to 20 form an integral part of these condensed interim financial statements.

For 786 Investments Limited
(Management Company)

—--SD--- —ee-SD----

cee-SD--

Chief Executive Officer Chief Financial Officer

Director
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CONDENSED INTERIM INCOME STATEMENT (UNAUDITED)

FOR THE SIX MONTHS AND THREE MONTHS PERIOD ENDED DECEMBER 31, 2020

Six Months Period Ended Three Months Period Ended

December 31, December 31,
2020 2019 2020 2019
Note Rup

Income
Income from Investments and Balances

With Banks 15 21,038,827 || 25,349,690 9,957,399 || 12,519,939
Reversal of Impairment on Investment At Fair

Value Through Other Comprehensive Income 6.1.1 - 8,377,578 - 4,188,789
Other Income - 5,573 - 3,433

21,038,827 33,732,841 9,957,399 16,712,161

Expenses
Remuneration to the Management Company 9.1 4,539,558 3,179,684 2,237,233 1,576,612
Sindh Sales Tax on Remuneration to The - -

Management Company 9.2 590,143 413,358 290,841 204,960
Accounting and Operational Charges 9.3 302,637 211,979 149,149 105,108
Remuneration to the Trustee 10.1 453,965 317,969 223,734 157,663
Sindh Sales Tax on Remuneration to the Trustee 10.2 59,015 41,336 29,084 20,497
Annual Fee to Secp 11 60,528 42,395 29,829 21,020
Auditor's Remuneration 229,774 281,099 114,887 137,649
Fees and Subscription 81,155 97,928 40,578 60,015
Securities Transactions Cost 31,302 8,842 2,414 5,783
Printing and Related Charges 25,206 25,206 12,603 12,603
Legal and Professional Charges 152,968 131,291 76,484 74,427
Provision for Sindh Workers' Welfare Fund 12.2 291,670 576,760 136,457 283,968
Withholding Taxes - Written Off - 76,500 - -
Bank Charges 4,161 4,505 3,825 1,496

6,822,082 5,408,852 3,347,118 2,661,801
Net Income for the Period Before Taxation 14,216,745 28,323,989 6,610,281 14,050,360
Taxation 16 - - - -
Net Income for the Period After Taxation 14,216,745 28,323,989 6,610,281 14,050,360
Allocation of Net Income for the Period
Net Income for the Period 14,216,745 28,323,989 6,610,281 14,050,360
Income Already Paid on Units Redeemed (1,257,598) (5,316,311)  (1,136,041)  (4,022,771)
Accounting Income Available for Distribution: 12,959,147 23,007,678 5,474,240 10,027,589
Relating to Capital Loss - - - -
Excluding Capital Gain 12,959,147 || 23,007,678 5,474,240 || 10,027,589
12,959,147 23,007,678 5,474,240 10,027,589

The annexed notes from 1 to 20 form an integral part of these condensed interim financial statements.
For 786 Investments Limited

(Management Company)

--—-SD---- ----SD---- -—--SD----
Chief Executive Officer Chief Financial Officer Director

@
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CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UNAUDITED)
FOR THE SIX MONTHS AND THREE MONTHS PERIOD ENDED DECEMBER 31, 2020

Six Months Period Ended Three Months Period Ended

December 31, December 31,
2020 2019 2020 2019
Note Rup

Net Income for the Period After Taxation 14,216,745 28,323,989 6,610,281 14,050,360
Items That Have Been Or May Be Re-Classified

Subsequently to the Income Statement
Unrealized (Loss)/Gain on Revaluation of

Investments Classified As Fair Value Through

Other Comprehensive Income - Net (Fvtoci) 6.4 (679,475) (645,016) 222,469 (514,176)
Other Comprehensive (Loss)/Income (679,475) (645,016) 222,469 (514,176)
Total Comprehensive Income for the Period 13,537,270 27,678,973 6,832,750 13,536,184

The annexed notes from 1 to 20 form an integral part of these condensed interim financial statements.

For 786 Investments Limited
(Management Company)

----SD---- ----SD---- -—--SD----
Chief Executive Officer Chief Financial Officer Director

@
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CONDENSED INTERIM STATEMENT OF MOVEMENT IN UNIT HOLDERS’ FUND (UN-AUDITED)
FOR THE SIX MONTHS PERIOD ENDED DECEMBER 31, 2020

CASH FLOWS FROM OPERATING ACTIVITIES

Net Income for the Period Before Taxation

Adjustments For:

Income from Investments and Balances with Banks

Reversal of Impairment On Investment At Fair Value Through Other
Comprehensive Income

Withholding Taxes - Written Off

Provision For Sindh Workers' Welfare Fund

Operating Loss Before Working Capital Changes

(Increase)/Decrease in Assets
Deposits and Prepayments
Increase/(Decrease) in Liabilities
Payable to the Management Company
Payable to the Trustee

Annual Fee Payable To SECP

Accrued Expenses and Other Liabilities

Proceeds from Investments - Net
Markup/Profit Received On Investments and
Balances with Banks
Advance Income Tax
Net Cash Generated from Operating Activities
Cash Flows from Financing Activities
Amounts Received Against Issue of Units
Payment Made Against Redemption of Units
Dividend Paid
Net Cash (Used In)/Generated from Financing Activities
Net (Decrease)/Increase in Cash and Cash Equivalents
Cash and Cash Equivalents At Beginning of the Period
Cash and Cash Equivalents At End of the Period 5

Six Months Period Ended

December 31,

December 31,

2020 2019
--------------- Rupees-------==------
14,216,745 28,323,989
(21,038,827) (25,349,690)
- (8,377,578)
- (76,500)
291,670 576,760
(20,747,157) (33,227,008)
5,986,362 (6,063,638)
267,411 1,571,177
(3,523) 21,287
(63,728) (292,903)
(4,767,906) 7,436,938
(4,567,746) 8,736,499
4,368,000 34,384,380
21,633,561 24,067,736
7,923,448 (7,773,185)
28,813,213 48,448,773
4,873,158 214,067,126
(89,419,547)| | (137,026,159)
(4,628,199) 527,826
(89,174,588) 77,568,793
(60,361,375) 126,017,566
548,128,655 331,391,795
487,767,280 457,409,361

The annexed notes from 1 to 20 form an integral part of these condensed interim financial statements.

For 786 Investments Limited
(Management Company)

—--SD-—- —-SD-—--

—-SD---

Chief Executive Officer Chief Financial Officer

12

Director
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CONDENSED INTERIM CASH FLOW STATEMENT (UNAUDITED)
FOR THE SIX MONTHS PERIOD ENDED DECEMBER 31, 2020

December 31, 2020

December 31, 2019

R

P

up

Unrealized Unrealized
. Gains/(Accumul . Gains/(Accumu
Capital (Accumulated ated Losses) on Total Capital (Accumulated Jated Losses) Total
Value Losses) Value Losses)
Investment on Investment
(FVTOCI) (FVTOCI)
Net Assets at Beginning of the
Period 766,034,989 (140,531,735) 1,000,484 626,503,738 587,946,959 (142,977,620) 722,434 445691773
Issue of 58,968 Units
(2019: 2,497,401 Units)
- Capital Value (At Net Asset Value
per Unit at the Beginning of the
Period) 4,776,441 - - 4,776,441 || 200,875,065 - - 200,875,065
- Element of Income 96,717 - - 96,717 13,192,061 - - 13,192,061
Total Proceeds on Issuance of Units 4,873,158 . . 4873158 214,067,126 - - 214,067,126
Redemption of 1,088,415 Units
(2019: 1,637,492 Units)
- Capital Value (At Net Asset Value
per Unit at the Beginning of the
Period) (88,162,151) . .| (88,162,151)|| (131,709,194) - - | (131,709,194)
- Amount Paid Out of Element
of Income - (1,257,598) - (1,257,598) - (5,316,311) - (5,316,311)
- Refund/Adjustment on Units as
Element of Income 202 - - 202 (654), - - (654).
Total Payments on Redemption
of Units (88,161,949) (1,257,598) . (89,419,547)  (131,709,848)  (5,316,311) - (137,026,159)
Net Income for the Period 14,216,745 14,216,745 28,323,989 28,323,989
Other Comprehensive (Loss) - (679,475) (679,475) - (645,016) (645,016)
- 14,216,745 (679,475) 13,537,270 - 28,323,989 (645,016) 27,678,973
Net Assets at End of the Period 859,070,096 (127,572,588) 321,009 555494619 670,304,237 _ (119,969.942) 77418 550411713
Undistributed Loss Brought Forward
- Realized Loss (140,531,735) (142,977,620)
(140,531,735) (142,977 620)

Accounting Income Available for Distribution
- Relating to Capital Loss
- Excluding Capital Gain

Undistributed Loss Carried Forward

Undistributed Loss Carried Forward
- Realized Loss

Net Assets Value per Unit at Beginning of the Period

Net Assets Value per Unit At End of the Period

The annexed notes from 1 to 20 form an integral part of these condensed interim financial statements.

- SD-
Chief Executive Officer

959, 007,678
(127,572,588) (119,969,942)
(127,572,588) (119,969,942)

81.00 8043
82.85 85.99
For 786 Investments Limited
(Management Company)
-—--SD---- -—--SD----
Chief Financial Officer Director

®
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SMART FUND

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE SIX MONTHS PERIOD ENDED DECEMBER 31, 2020

LEGAL STATUS AND NATURE OF BUSINESS

786 Smart Fund (Formerly: Dawood Income Fund) (The Fund) was established under the Non-Banking Finance
Companies (Establishment and Regulations) Rules, 2003 (the NBFC Rules). The Fund was constituted under
a Trust Deed executed on April 08, 2003 between 786 Investments Limited as Management Company and Bank
AL-Habib Limited (BAHL) as Trustee. In June 2011, BAHL retired and MCB Financial Services Limited (MCBFSL)
was appointed as the new Trustee of the Fund and the name of the Fund was also changed from "Dawood
Money Market Fund" to "Dawood Income Fund". These changes, after necessary regulatory approvals, were
duly incorporated in the Trust Deed of the Fund by way of First Supplemental Trust Deed. On January 20, 2017,
the Management Company has changed its name to 786 Investments Limited after completing regulatory
formalities. During the last year, the registered office of the Management Company was changed and is now
situated at G3, Ground floor, B.R.R Tower, Hassan Ali Street, I.I Chundrigar Road, Karachi, Pakistan.

During the period ended December 31, 2019, the name of the Fund was changed to 786 Smart Fund from
Dawood Income Fund with the approval of SECP and after registration of revised trust deed dated August 08,
2019, in compliance of regulation 44(6) of the Non Banking Finance Companies and Notified Entities regulations
2008.

The Fund is an open end mutual Fund and is listed on Pakistan Stock Exchange. Units are offered for public
subscription on a continuous basis. The units are transferable and can also be redeemed by surrendering them
to the Fund.

The principal activity of the Fund is to make investment in spread transactions and debt based securities including
government securities, commercial papers and other money market instruments and placement of Funds.

Title to the assets of the Fund are held in the name of MCBFSL as the Trustee of the Fund (except for term
finance certificate of New Allied Industries Limited as mentioned in note 6.3.1 which is a non-performing term
finance certificate hence being unable to be transferred until final settlement, which is held in the name of BAHL
being the previous Trustee of the Fund).

The Fund is categorized as "Shariah Complaint Islamic Scheme" in accordance with circular no. 07 of 2009
issued by the Securities and Exchange Commission of Pakistan (SECP).

The Pakistan Credit Rating Agency Limited (PACRA) has assigned an asset manager rating of "AM3" to the
Management Company as at December 24, 2020 and stability rating of "AA-(f)" to the Fund as at October 22,
2020.

BASIS OF PREPARATION
Statement of Compliance

These condensed interim financial statements have been prepared in accordance with approved accounting
and reporting standards as applicable in Pakistan. The accounting and reporting standards applicable in Pakistan
comprises of:

- International Accounting Standard (IAS) 34, Interim Financial Reporting issued by the International Accounting
Standards Board (IASB) as notified under the Companies Act, 2017,

- Provision of the directives issued under the Companies Act, 2017 along with part VIIIA of the repealed
Companies Ordinance, 1984; and

- Non Banking Finance Companies (Establishment and Regulation) Rules 2003 (the NBFC Rules), Non Banking
Finance Companies and Notified Entities Regulations, 2008 (the NBFC Regulations) and the requirement
of Trust Deed.

Where provision of and directives issued under the Companies Act, 2017, part VIIIA of the repealed Companies
Ordinance, 1984, the NBFC rules and the NBFC regulations and the requirement of the Trust Deed differ from
the IFRS, the provision of and the directives issued under the Companies Act, 2017, part VIIIA of the repealed
Companies Ordinance, 1984, the NBFC Rules, the NBFC regulations and the requirement of the Trust Deed

have been followed.
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These condensed interim financial statements does not include all the information and disclosures required for
full annual financial statements and should be read in conjunction with the annual audited financial statements
of the Fund for the year ended June 30, 2020.

These condensed interim financial statements are unaudited are being circulated to the unit holders as per the
requirement of the NBFC regulations. However, a limited scope review has been performed by the external
auditors of the Fund. The board of directors of the Management Company declare that this condensed interim
financial statement gives a true and fair view of the state of affairs of the Fund.

ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of condensed interim financial statements requires management to make judgments, estimates
and assumptions that affect the application of accounting policies and the reported amounts of assets and
liabilities, income and expenses. Actual results may differ from these estimates.

In preparing this condensed interim financial statements, significant judgments made by management in applying
accounting policies and the key sources of estimation uncertainty were the same as those that applied to the
annual audited financial statements as at and for the year ended June 30, 2020.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The accounting policies and the method of computation adopted in the preparation of these condensed interim

financial information are the same as those applied in the preparation of the annual audited financial statements
of the Fund for the year ended June 30, 2020.

(Un-Audited) Audited
December 31, June 30,
2020 2020
BALANCES WITH BANKS Note - Rupees------
- In profit and loss sharing (PLS) accounts 5.1 487,767,280 548,128,655

Profit rates on PLS saving accounts ranges from 5% to 7% (June 30, 2020: 4.5% to 11%) per annum.

(Un-Audited) Audited
December 31, June 30,
2020 2020
INVESTMENTS Note @ === Rupees------
At Fair Value through Other Comprehensive Income
Listed - Term finance certificates 6.1 - -
Unlisted - Sukuk certificates 6.2 81,578,207 86,625,682
81,578,207 86,625,682
. Matured/
As at July Acquired Disposed As at Cos.tl % of Total
as a Result - December Carrying Market Value
01, 2020 during the Investment
of Merger N 31,2020 Value
Period
At Fair Value through Other Note Number of certificat: Rup
Comprehensive Income
Listed - Term Finance Certificates
Face Value of Rs. 5,000/- Each
Construction and Material
Dewan Cement Company Limited ~ 6.1.1 14,242 - - 14,242 71,209,413

Provision Held 6.3 (71,209,413)
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6.1.1 Dewan cement limited (DCL) is classified as non-performing by MUFAP. Accordingly, the security has been fully
provided in accordance with the requirements of SECP's circular No. 1 of 2009 and the board's approved
provisioning policy. The Fund has entered into a compromise agreement with DCL on May, 09 2016 whereby
the remaining debt will be paid in thirty one equal quarterly installments in arrears. The Fund has suspended

6.2

6.3

mark-up there against.

At Fair Value through Other
Comprehensive Income

Unlisted - term finance certificates
Face value of Rs. 2,207/-each

Cable and electric goods
New Allied Industries Limited
Provision held

Face value of Rs. 2,207/-each

New Allied Industries Limited
Provision held

Unlisted - Sukuk certificates
Face Value of Rs. 750,000/-each

Cable and Electric Goods
TPL Corporation Limited

Face Value of Rs. 1,000,000/-each

Commercial Bank
Dubai Islamic Bank Limited

Engineering
Agha Steel Industries Limited

Face value of Rs. 70,000/-each

Fertilizers
Dawood Hercules Corporation Limited

Face Value of Rs. 1,000/-each
Fertilizers

Fatima Fertilizer Company Limited
Face value of Rs. 2,933/-each

Eden Housing Limited
Provision held

balance carried forward

Face value of Rs. 5,000/-each
Amtex Limited
Provision held

New Allied Electronics Industries (Private)
Limited
Provision held

6.3.1
6.3

6.3.2
6.3

6.33

6.3.4

6.3.5

6.3.6

6.37

6.3.8

. Matured/
Asatduly || Acauired | pebosed Asat Cost/ % of Total
as a Result h December Carrying Market Value
01, 2020 during the Investment
of Merger : 31, 2020 Value
Period
Number of certificats R
11,523 - - 11,523 25,433,190 - -
(25,433,190)
3417 - - 3417 7,222,749 - -
(7,222,749)
15 - - 15 11,250,000 11,250,000 14%
26 - 26 26,682,088 26,727,142 33%
15 - - 15 15,000,000 14,513,900 18%
400 - - 400 28,583,158 28,346,147 35%
736 - - 736 742,436 741,018 1%
2,933 - - 2,933 2,887,171
2,887,171
82,257,682 81,578,207
1,000 - - 1,000 -

Details of Non-Compliant Investments

82,257,682

81,578,207

The Securities & Exchange Commission of Pakistan (SECP), vide its circular No. 16 dated July 07, 2010, has
prescribed certain disclosures for non-compliances, either with the minimum investment criteria specified for
the category assigned to the Collective Investment Schemes or with the investment requirements of their

constitutive documents.
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Value of Value of
Name of Non Compliant Investment Note |  Type of Investment Imf;:::nt Prov:fs;o:yHeld Invz;ten:ent uﬁ:::::t %:lfer;ss
Provision Provision
............. L
Dewan Cement Limited - Restructured 6.1.1 Pre-IPQ investment 71,209,413 (71,209,413)
New Allied Industries Limited 6.3.1  Termfinance certificates ~ 25433,190  (25,433,190)
New Allied Industries Limited 6.3.2  Term finance certificates 7,222,749 (7,222,749)
New Allied Industries Limited 6.3.10 Sukuk certificates 5,027,500 (5,027,500)
Eden Housing Limited 6.3.8 Sukuk certificates 2,887,171 (2,887,171)
Amtex Limited 6.3.9 Sukuk certificates 22,500,000  (22,500,000)

New Allied Electronics Industries Limited defaulted on its payment of principal and mark-up due on December
25, 2008. Consequently, the security was classified as non-performing by MUFAP on January 09, 2009 and
accrual on the same was suspended. This security has been fully provided in accordance with the provisioning
circulars of SECP and the Board's approved provisioning policy. These TFCs are held in CDC investor account
of the previous Trustee and will only be transferred upon final settlement.

New Allied Electronics Industries (Private) Limited defaulted on its payment of principal and mark-up due on
25 December 2008. Consequently, the security was classified as non-performing by MUFAP on 9 January 2009
and accrual of income on the same was suspended. This security has been fully provided in accordance with
the provisioning circulars issued by the SECP and the Board's approved provisioning policy.

These sukuk certificates carry profit equal to 1 year KIBOR plus 3% receivable quarterly in arrears and will
mature in April 2021. The principal amount is redeemable in four six monthly installments of Rs. 0.25 million
per certificate each commencing from October 2019. These sukuk certificates are secured by hypothecation
charge over the hypothecated assets of Rs. 625 million and pledge of shares of TPL Properties Limited in favour
of the Trustee of the issuer for the benefit of the certificate holders.

These sukuk certificates are unsercured and carry profit equal to 6 month KIBOR plus 0.50% receivable half-
yearly in arrears and will mature in July 2027.

This is the Pakistan's 1st over the counter listed sukuk issue, priced through competitive bidding process by
Agha Steel Industries Limited backed by diminishing musharaka and carry profit equal to 3 month KIBOR plus
0.8% and will completely mature in October 2024. Pak Brunei Limited is appointed as trustee and the issue
agent of the sukuk. These sukuk certificates are secured by hypothecation charge over the present and future
fixed assets of the issuer in favour of the Trustee of the issuer for the benefit of the certificate holders.

These sukuk certificates carry profit equal to 3 month KIBOR plus 1% receivable quarterly in arrears and will
mature in February 2023. The instrument is structured to redeem 60% of the issue amount during the first 4
years and remaining 40% in last two equal semi-annual installments of 20% Each. The instrument is secured
against pledge of shares of Engro Corporation Limited, inclusive of 50% margin, in a designated CDC account.
In the event of any sale and repurchase of security, the Trustee will have a lien over subsequent cash, which
is to be deposited in a specified bank account and further, floating or hypothecation charge on all present and
future assets of the Company inclusive of 25% margin security.

These sukuk certificates carry profit equal to 6 month KIBOR plus 1.1% receivable semi-annually in arrears and
will mature in 5 years from 28 November 2016. The principal amount is redeemable in ten equal semi-annual
instalments from the ljarah commencement date. These certificates are secured by 1st ranking hypothecation
charge of all present and future fixed assets excluding land and building of the issuer with a minimum 25%
margin, 1st ranking mortgage over land and building of the issuer with a minimum 25% margin, establishment
of and assignment of a Debt Payment Account, assignment over all rights and benefits of the issuer under any
and all project insurances and cut-through agreements for reinsurance.

Eden Housing Limited defaulted on its payment of principal and mark-up due on April 21, 2011. Consequently,
the security was classified as non- performing by MUFAP on May 06, 2011 and accrual on the same was
suspended. This security has been fully provided in accordance with the provisioning circulars of SECP and
the Board's approved provisioning policy. These sukuks are held in CDC investor account of the Fund.

@
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6.3.9 Amtex Limited (Sukuk) defaulted on its payment of principal and mark-up due on December 22, 2010.

Consequently, the security was classified as non-performing by MUFAP non January 6, 2011 and accrual of
income on the same was suspended. Accordingly, the security has been fully provided in accordance with the
provisioning circulars issued by SECP and the board's approved provisioning policy.

6.3.10 New Allied Electronics Industries (Private) Limited defaulted on its payment of principal and mark-up due on

6.4

27 October 2008. Consequently, the security was classified as non-performing by MUFAP on 9 January 2009
and accrual on the same was suspended. Management has recognised full provision there against and the
accrual of income has been suspended in line with provisioning policy of the Fund duly approved by the Board
as per applicable SECP provisioning circulars.

(Un-Audited) Audited
December 31, June 30,

Unrealized Gain on Revaluation of Investments Classified 2020 2020
as Fair Value through Other Comprehensive Income - Net Note - Rupees------
Fair value of investments 6.2 81,578,207 86,625,682
Cost/carrying value of investment (82,535,732) (56,305,130)
(957,525) 30,320,552
Net unrealized loss in fair value of investments - opening 278,050 (30,042,502)
(679,475) 278,050
ACCRUED INCOME/PROFIT
Income form:
- Profit and loss sharing (PLS) accounts 3,300,836 2,936,634
- Sukuk certificates 1,774,930 2,733,866
5,075,766 5,670,500
SECURITY DEPOSITS AND PREPAYMENTS
Prepayments - Annual PSX fee 13,638 -
Deposits - Central Depository Company
- Deposits - Central Depository Company 786SF 100,000 100,000
- Deposits - Central Depository Company FDMF 50,000 50,000
150,000 150,000
Deposits - National Clearing Company of Pakistan
- Deposits - National Clearing Company 786RSF - 2,500,000
- Deposits - National Clearing Company FDMF - 3,500,000
- 6,000,000
163,638 6,150,000
PAYABLE TO 786 INVESTMENTS LIMITED
- MANAGEMENT COMPANY
Management remuneration 9.1 726,759 757,933
Sindh sales tax payable 9.2 114,964 119,016
Accounting and operational charges
-786 Smart Fund 9.3 825,832 523,195
-First Dawood Mutual Fund 9.3 731,382 731,382
-786 Rising Star Fund 9.3 177,059 177,059
1,734,273 1,431,636
2,575,996 2,308,585
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According to the provisions of the Trust Deed of the Fund, the Management Company has charged its remuneration
at the rate of 1.5% (June 2020: 1.5%) per annum on the average annual net assets of the Fund calculated on
a daily basis.

The Sindh Provincial Government has levied Sindh Sales tax at the rate of 13% (June 2020: 13%) on Management
Company's remuneration.

In accordance with the provisions of the NBFC Regulations amended vide S.R.O 1160(1)/2015 dated November
25, 2015, the Management Company of the Fund is entitled for reimbursement of fee and expenses incurred
by the Management Company in relation to registrar service, accounting, operation and valuation services
related to the Fund maximum up to 0.1% of average annual net assets of the scheme or actual which ever is
less. Accordingly, the Management Company has charged accounting and operating expenses to the Fund at
a rate of 0.1% per annum of the average annual net assets of the Fund for the year ended June 30, 2020.

(Un-Audited) Audited
December 31, June 30,
2020 2020
PAYABLE TO MCB FINANCIAL SERVICES Note = —-eed] Rupees------
LIMITED- TRUSTEE
Trustee Remuneration 10.1 72,677 75,795
Sindh sales tax payable on trustee remuneration 10.2 9,449 9,854
82,126 85,649

According to the provisions of the Trust Deed of the 786 Smart Fund, the Trustee is entitled to monthly
remuneration for services rendered to the Fund as follows:

On net assets:
-Up to Rs.1 billion Rs.0.6 million or 0.15% per annum of the net assets of the Fund computed
on a daily basis whichever is higher.

-Exceeding Rs.1 Billion Rs.0.6 million plus 0.09% per annum of the net assets of the Fund
computed on a daily basis exceeding Rs.1 billion.

The Sindh Provincial Government has levied sindh sales tax at the rate of 13% (June 2020: 13%) on trustee's
remuneration.

PAYABLE TO SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN

This represents annual fee payable to SECP in accordance with SRO 714(1)/2019 dated July 1, 2019 as amended
in clause "c" of Schedule Il of NBFC Regulation 2008, read with regulation 62 of NBFC Regulation 2008,
applicable from July 1, 2019 whereby the Fund is required to pay SECP an amount equal to 0.02% of the
average daily net assets. In June 30, 2020 this fee was 0.085% of the average daily net assets.

(Un-Audited) Audited

December 31, June 30,
ACCRUED EXPENSES AND OTHER 2020 2020

LIABILITIES Note = wm-ml Rupees------

Federal Excise Duty on Remuneration 121 6,513,679 6,513,679
Provision for Sindh Workers' Welfare Fund 12.2 7,750,279 7,458,609
Accrued Expenses 12.3 463,619 561,380
Other Liabilities 522,048 557,809
Capital Gain Tax Payable - 261,552
Zakat Payable and Withholding Tax 11,620 4,384,452

15,261,245 19,737,481
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The legal status of applicability of Federal Excise Duty on the Fund is the same as disclosed in note 14.1 to
the annual audited financial statements of the Fund for the year ended June 30, 2020, and the appeal, filed by
tax authorities against the order passed by Sindh High Court in the Honorable Supreme Court of Pakistan dated
July 16, 2016, is pending for decision.

In view of the above, the Management Company, as a matter of abundant caution, is carrying provision for FED
for the period from June 13, 2013 to June 30, 2016 aggregating to Rs. 6.513 million. Had the provision not been
retained, NAV per unit of the Fund as at December 31, 2020 would have been higher by Rs. 0.97 per unit (June
30, 2020: 0.91 per unit)

"The legal status of applicability of Sindh workers' welfare fund is the same as that disclosed in note 14.2 to
the annual audited financial statements of the Fund for the year ended June 30, 2020.

As a matter of abundant caution, Management Company with effect from May 21, 2015 till December 31, 2020
is carrying provision for SWWF aggregating to Rs. 7.75 (June 30, 2020: Rs. 7.458). Had the provision not been
recognized, the NAV per unit of the Fund as at December 31, 2020 would have been higher by Rs. 1.16 per
unit (June 30, 2020: 1.04 per unit).

(Un-Audited) Audited
December 31, June 30,
2020 2020
Accrued Expenses e Rupees------
Auditors' Remuneration Pyable 202,061 317,888
Rating Fee Payable - PACRA 67,293 -
Printing and Related Expenditure Payable 33,345 32,140
Shariah and Tax Advisors Fee Payable 160,920 211,352
463,619 561,380

CONTINGENCIES AND COMMITMENTS

There were no contingencies and commitments as at December 31, 2020 and (June 30, 2020: Nil).

(Un-Audited) Audited
December 31, June 30,
2020 2019

NUMBEROF UNITSINISSUE ] Number of Units------
Total outstanding as of July 1 7,734,563 5,541,116
Issued during the Period 58,968 5,924,775
Redemption during the Period (1,088,415) (3,731,328)
Closing Units 6,705,116 7,734,563

Six Months Period Ended
December 31,

2020 2019
INCOME FROM INVESTMENTS AND BALANCES o] Rupees------
WITH BANKS
Income from:
- Sukuk certificates 3,662,936 7,734,044
- Profit and loss sharing (PLS) account 17,375,891 17,615,646
21,038,827 25,349,690
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TAXATION

Advance income tax pertains to one of the fund which has merged during the period (786 Rising Star Fund).
The Management Company has filed return of income of the Fund for the years ended 30 June 2013, 2014 and
2015 claiming exemption from income under clause 99 of Pan | to the Second Schedule of the Income Tax
Ordinance, 2001 (the Ordinance). The Additional Commissioner Inland (CIR) initially raised notices and then
ordered to pay tax for the above referred years by making certain addition to income of the Fund and exemption
under clause 99 is available to only those collective investment schemes, which distribute not less than 90%
of its accounting income year amongst unit holders on year to year basis. Further, an amount of Rs 7.9 million
was withheld by tax department from the bank the Fund which is included in advance income tax on the statement
of asset and liabilities. The Management Company of the Fund filed an appeal to Commissioner Inland Revenue
(Appeals) (CIR Appeals) claiming that the additions made to the income by the Commissioner were erroneous
and the fund has distributed more than 90% of its income for each of the three years after finalization of financial
statements of the Fund after removal of suspension of the operations of the Fund, The CIR Appeals decided
the appeal in favor of Management Company and remanded back the case to CIR on the grounds that income
tax officer has passed impugned orders in haste without objective appreciation of relevant provisions of law and
drew adverse inference on irrelevant assertions and directed CIR re-examine the case after giving appellant
opportunity of being heard.

During the year ended 30 June 2018 amended tax orders under section 124(1) of the Income Tax Ordinance,
2001, for the tax years 2013, 2014 and 2015 respectively were issued by the Commissioner Inland Revenue
raising Nil tax demand in respect of said years. Further, during the period management has received the amount
of advance tax Rs 7.9 million.

TOTAL EXPENSE RATIO

The Total Expense Ratio (TER) of the Fund for the period ended December 31, 2020 is 2.25% which includes
0.33% representing government levies on the Fund such as federal excise duties and sales taxes, Workers'
Welfare Fund, annual fee payable to the SECP, etc. This ratio is within the maximum limit of 2.5% prescribed
under the NBFC Regulations for a collective investment scheme categorized as an "Islamic Income Scheme".

TRANSACTIONS WITH RELATED PARTIES/CONNECTED PERSONS

Related party/connected person include 786 Investments Limited being the Management Company, other
collective investment schemes managed by the Management company, MCB Financial Services Limited being
the Trustee of the Fund, Directors and Officers of the Management Company, other associated undertakings

and unit holder's holding more than 10% units in the Fund or any other connected person.

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

The transactions with related parties are in the normal course of business and at contracted rates and terms
determined in accordance with market rates.

Aggregate transactions and balances with related parties, associated undertakings and connected person which
are not disclosed elsewhere in the financial statments are as follows:

2]
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Transactions during the period ended Note

786 Investments Limited - Management Company

Remuneration of the management company 9.1
Sales tax on remuneration to the management company 9.2
Accounting and operational charges 9.3

Issue of Units: Nil (2019: 849,869)

Redemption of Units: Nil (2019: 548,779)

MCB financial services limited - Trustee

Remuneration of the Trustee 10.1
Sales tax on Trustee fee 10.2

BRR Guardian Modaraba
(Connected Person due to Group Company)

Issue of Units: Nil (2019: 380,439)

BRR Investment Limited
(Connected person due to group company)

Issue of Units: Nil (2019: 392)
Redemption of Units: Nil (2019: 239,545)

Dawood Family Takaful Limited
(Connected person due to group company)

Issue of Units: Nil (2019: 389,417)

Dawood Family Takaful Limited -Employees contributory
provident fund- Associate of Management Company

Issue of Units: Nil (2019: 52,905)

First Dawood Investment Bank Limited
(Connected Person due to Group Company)

Issue of Units: Nil (2019: 1,991)
Redemption of Units: Nil (2019: 1,991)
Dawood International private Limited
Issue of Units: 19,318 (2019: Nil)
Redemption of Units: 109,708 (2019: Nil)

First Dawood Investment Bank Limited -Employees
Contributory Provident Fund- Employee Benefit Fund of
Group Company

Issue of units: 21,732 (2019: 136,877)
Redemption of Units: 36,665 (2019: 60,167)

Directors and Key Management Personnel
of the Management Company

Redemption of Units: 73,787 (2019: 30,482)
Other Connected Persons

Issue of Units: Nil (2019: 421,265)
Redemption of Units: 127,898 (2019: 735,514)

22

Six Months Period Ended

December 31,
2020 2019
------ Rupees------
4,539,558 3,179,684
590,143 413,358
302,637 211,979
- 72,825,422
- 45,000,000
453,965 317,969
59,015 41,336
- 32,620,729
- 31,581
- 19,650,000
- 33,390,553
- 4,536,356
- 160,223
- 161,617
1,600,000 -
9,065,244 -
1,800,000 11,736,560
3,000,000 5,000,000
6,000,000 2,530,922
- 36,120,427
10,400,000 62,945,246
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(Un-Audited) Audited
December 31, June 30,
2020 2020
18.2 Balance as at Period Ended Rupees------
786 Investments Limited - Management Company
Remuneration payable to the management company 9 726,759 757,933
Sales tax payable on management company's remuneration 9 114,964 119,016
Accounting and operational charges 9 825,832 523,195
-Payable to CDC Trustee of First Dawood Mutual Fund 9 731,382 731,382
-Payable to CDC Trustee of 786 Star Rising Fund 9 177,059 177,059
FED payable on management company's remuneration 6,513,679 6,513,679
Units held: 1,825,406 (June 30, 2020: 1,825,406) 151,228,310 147,858,793
MCB Financial Services Limited - Trustee
Remuneration payable to the Trustee 10 72,677 75,795
Sales tax payable on Trustee fee 10 9,449 9,854
BRR Guardian Modaraba
(Connected person due to group Company)
Units held: 396,776 (June 30, 2020: 396,776) 32,871,426 32,139,018
First Dawood Investment Bank Limited -Employees
Contributory Provident Fund- Employee Benefit Fund of
Group Company
Units held: 465,777 (June 30, 2020: 480,710)
Dawood Family Takaful Limited
(Connected Person due to Group Company)
Units held: 428,963 (June 30, 2020: 428,963) 35,538,075 34,746,251
Dawood Family Takaful Limited -Employees contributory
provident fund- Associate of management company
Units held: 58,278 (June 30, 2020: 58,278) 4,828,113 4,720,537
BRR Financial Services (Private) Limited
(Connected Person due to Group Company)
Units held: 28,687 (June 30, 2020: 28,687) 2,376,620 2,323,666
Dawood International (Private) Limited
(Connected Person due to Group Company)
Units held: 19,318 (June 30, 2020: 109,708) 1,600,400 8,886,417
Directors and Key Management Personnel
of the Management Company
Units held: 582,656 (June 30, 2020: 656,460) 48,270,937 53,173,552
Other Connected Persons
Units held: 1,107,258 (June 30, 2020: 1,451,711) 91,732,369 117,589,284
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18.3 The transactions with related parties/connected persons are in the normal course of business at contracted
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rates and terms, determined in accordance with market rates.

FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair value of financial assets and liabilities are included at the amount at which the instrument could be
exchanged in a current transaction between willing parties. The following methods are used to estimate the fair
values of instruments:

Debt Securities

These are valued at the rates notified by the Mutual Funds Association of Pakistan (MUFAP) in accordance with
the SECP's Circular 1 of 2009. The said circular prescribes a valuation methodology which in case of currently
traded securities, is based on weighted average prices during the 15 days preceding the valuation date and in
case of thinly or non-traded securities, on the basis of discount coupon method which takes into consideration
credit risk and maturities of the instruments.

Government Securities

These are valued by reference to the quotations obtained from the PKRV rate sheet on the Reuters page.

The fair value of other assets and liabilities of the Fund approximate their carrying amount largely due to short
term maturities of these instruments.

Fair Value Hierarchy

The Fund uses the following hierarchy for determining and disclosing the fair value of financial instruments by
valuation technique:

Level 1: quoted prices in active markets for identical assets.

Level 2: Other techniques for which all inputs which have a significant effect on the recorded fair value are
observable, either directly or indirectly.

Level 3: techniques which use inputs which have a significant effect on the recorded fair value that are not
based on observable market data.

As at December 31, 2020, the Fund held the following financial instruments measured at fair value:

Level 1 Level 2 Level 3 Total
(Rupees)
As at December 31, 2020 (Un-audited)
Fair value through other comprehensive
income - 81,578,207 - 81,578,207
- 81,578,207 - 81,578,207
Level 1 Level 2 Level 3 Total
As at June 30, 2020 (Audited) (Rupees)
Fair value through other comprehensive
income - 86,625,682 - 86,625,682
- 86,625,682 - 86,625,682
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GENERAL

The corresponding figures have been re-arranged wherever necessary.
Figures have been rounded off to the nearest rupee, unless otherwise stated.
DATE OF AUTHORISATION FOR ISSUE

These condensed interim financial statements were authorized for issue by the board of directors of the
Management Company on 25-Feb-2021.

For 786 Investments Limited
(Management Company)

—--SD---— ----SD---- ----SD----
Chief Executive Officer Chief Financial Officer Director
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