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Mission Statement

1o offer our unit holders the best
possible return by expertly diversifying the
Fund's investment portfolio into minimal
risk and high yielding instruments and at

all time to be a good corporate citizen.
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REPORT OF THE DIRECTORS OF THE MANAGEMENT COMPANY

The Board of Directors of 786 Investments Limited. ("786" or the "Company") the Management Company of 786
Smart Fund is pleased to present the annual report and the audited financial statements of the Company for the
year ended June 30, 2023.

Economic Review:

The global economy faces challenges from weak growth, high inflation, and uncertainties linked to COVID-19,
Ukraine conflict, climate change, and economic shifts. Despite this, 2023's global slowdown is expected to be
milder due to improved spending in the US, EU, China's recovery, and steady Indian forecast. Global growth is
projected to slow from 3.1% in 2022 to 2.3% in 2023, with a slight improvement to 2.5% in 2024. However,
structural issues, pandemic scars, low investment, and debt vulnerabilities pose risks for prolonged subpar growth,
impacting poverty reduction and sustainable development. Upward revisions in major economies and China drive
the slightly better 2023 growth outlook.

In FY 2023, Pakistan's economy struggled due to floods, inflation, a current account deficit, and a foreign exchange
crisis, nearly stagnating growth. The Asian Development Outlook expects Pakistan's GDP to slow from 6% to
0.6% in FY 2023 but rebound to 2% in FY 2024 with stability, reforms, recovery.

IMF agreed to a USD 3 billion bailout, averting default. However, securing this required budget adjustments,
potentially dampening domestic demand and raising social tensions. Inflation dipped from 38.0% to 29.4% in
June, expected to ease but remain above the 10-year average of 8.0%. Noteworthy risks include El Nifio, currency
fluctuations, and volatile commodities.

Pakistan's GDP growth for FY 2023 projected at 0.29%, far from 5% target. High inflation, economic slowdown,
floods, and IMF funding challenges. Asian Development Outlook projects Pakistan's GDP at 0.6% in FY 2023,
rising to 2% in FY 2024 with stability, reforms, recovery.

FY2023 industrial growth expected to decelerate due to fiscal tightening, currency depreciation, higher energy
prices.

Average inflation projected to more than double from 12.2% in FY2022 to 27.5% in FY2023, sustained by energy
prices, currency weakness, supply disruptions.

Money Market Review:

The central bank of Pakistan has decided to keep its interest rate unchanged at in July, following a 100 bps hike
in June, as economic uncertainty decreased, and investor confidence improved. Recent months have shown a
significant moderation in inflation, but the committee is determined to bring it further down towards the medium-
term target range of 5-7% by the end of the fiscal year 2025. The decision comes following the seal of a nine-
month Stand-By Arrangement (SBA) with the IMF to address external sector stability concerns. Still, additional
tax measures, increased electricity tariffs, and slightly higher global commodity prices pose underlying inflationary
risks. Thus, further actions of the regulator will depend on the macroeconomic environment.

Fund Performance

As of June 30, 2023, net assets were PKR. 721.07 million as compared to PKR. 589.33 million as of June 30,
2022. Total operating income for the year was PKR 87.586 million as compared to PKR. 31.353 million for the
same period last year. Total expenses during the year were PKR. 18.89 million as compared to PKR. 13.565 million
Last year. The income available for distribution for the financial year 2023 was PKR. 41.95 million, as compared
to PKR. 22.536 million Last year. The Net Asset Value per unit was PKR. 82.41 as of June 30, 2023.
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Corporate Governance and Financial Reporting Framework

The Directors are pleased to state as follows:

1.

9.

The financial statements, prepared by the company, present its state of affairs fairly, the result of its
operations, cash flows and changes in equity.

Proper books of account have been maintained by the company.

Appropriate accounting policies have been consistently applied in preparation of financial statements and
accounting estimates are based on reasonable and prudent judgment.

International Financial Reporting Standards, as applicable in Pakistan, have been followed in preparation
of financial statements and any departures there from has been adequately disclosed and explained.

The system of internal control is sound in design and has been effectively implemented and monitored
with ongoing efforts to improve it further.

There are no significant doubts upon the company's ability to continue as a going concern.

There has been no material departure from the best practices of Corporate Governance except as disclosed
in the statement of compliance annexed with these financial statements.

There has been no trading during the year in the units of the Fund carried out by the Directors, Chief
Executive Officer, Company Secretary and their spouses and their minor children except as disclosed
in the relevant notes to the financial statement.

There is no statutory payment on account of taxes, duties, levies and charges outstanding.

The Company has complied with the requirement of the Regulation and LISTED COMPANIES (CODE OF
CORPORATE GOVERNANANCE) REGULATIONS, 2019 in the following manner.

The total number of directors are seven (7) as per the following:

a) Male: 6
b) Female: 1

The Composition of board is as follows:

Category Names Designation
Independent Directors Mr. Ahmed Salman Munir Chairperson

Syed Shabahat Hussain Director

Mr. Ahmer Zia Sarwar Director
Executive Director Ms. Tara Uzra Dawood Chief Executive Officer
Non-Executive Directors Syed Musharaf Ali Director

Mr. Naveed Ahmed Director

Mr. Igbal Shafiq Director
Female Directors Ms. Tara Uzra Dawood Chief Executive Officer
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Board of Directors Meetings

During the year, four meetings were held. The attendance of each Director is as follows:

Name No of Meetings |No of Meetings| Leave
held attended granted
Ms. Tara Uzra Dawood 4 4 -
Mr. Igbal Shafiq 4 4 -
Syed Musharaf Ali 4 4 -
Syed Shabahat Hussain 4 4 -
Mr. Ahmed Salman Munir 4 4 _
Mr. Naveed Ahmed 4 4 _
Mr. Ahmer Zia Sarwar 4 4 _

**Leave of absence was granted.
Audit Committee Meeting

Audit Committee Meeting

During the year, four meetings were held. The attendance of each member is as follows:

Name No of Meetings |No of Meetings| Leave
held attended granted
Syed Shabahat Hussain 4 4 _
Syed Musharaf Ali 4 4 -
Mr. Naveed Ahmed 4 4 -

**Leave of absence was granted.
Directors Remuneration

The remuneration of the Non-Executive Directors, Independent Directors and Chief Executive Officer for attending
Board and its Committees meetings is determined by the Company in the General Meeting. The remuneration of
the Directors is determined on the basis of prevailing industry trends and business practices. The details of
remuneration paid to the Chief Executive Officer and Directors are available in note 29 to the financial statements.

Auditors

The "Auditors M/s Reanda Haroon Zakaria & Co. Chartered Accountants have consented to act as auditor of the
fund. The Board Audit Committee have recommended their re-appointment as for the year ending June 30, 2023
for 786 Smart Fund and the Board have endorsed the communication".

Dividend

The Board of Directors has announced a cash dividend to unitholders of PKR 13.3136 per unit for the year ended
June 30, 2023, which comes out to be 16.8% of the par value per unit of PKR 100.

Sales and Redemption Units

22,840,520 units worth Rs. 2,022.362 million were issued in the current year (2022: 5,636,846 units worth Rs.
473.525 million) and 21,302,432 units worth Rs. 1,941.436 million were redeemed in the current year (2022:
7,615,299 units worth Rs. 677.106 million). As of June 30, 2023, the total number of outstanding units was
8,750,090 valued as Rs. 721.070 million.
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Events after the Balance Sheet Date
There was no subsequent event after the Balance sheet date.
Acknowledgement
The Board of Directors of the Management Company is thankful to the Securities and Exchange Commission of
Pakistan and the management of the Pakistan Stock Exchange Limited for their continued support and cooperation.

The Directors also appreciate the efforts put in by the employees of the Company for their commitment and
dedication and shareholders for their confidence in the Company.

Ahmed Salman Munir
Director Chairperson
September 27, 2023
Karachi.
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REPORT OF THE FUND MANAGER FOR THE YEAR ENDED 30 JUNE 2023

Description of Collective Investment Scheme Category and Type
Shariah Compliant Income/Open end
Fund Objective

To preserve the investor's capital while providing a return greater than that offered by other investments of similar
risk profile through investments in the portfolio of money market instruments.

Explanation as to whether the Collective Investment Scheme Achieved Its Stated Objective

The Collective Investment Scheme achieved its stated objective.

Fund Performance

As of June 30, 2023, net assets were PKR. 721.07 million as compared to PKR. 589.33 million as of June 30,
2022. Total operating income for the year was PKR 87.586 million as compared to PKR. 31.353 million for the
same period last year. Total expenses during the year were PKR. 18.89 million as compared to PKR. 13.565 million
Last year. The income available for distribution for the financial year 2023 was PKR. 41.95 million, as compared
o PKR. 22.536 million Last year. The Net Asset Value per unit was PKR. 82.41 as of June 30, 2023

Fund Return

Fund Bench Mark Six Month average deposit rates of three (3) A rated schedules Islamic Banks or Islamic windows
of conventional banks as selected by MUFAP

YTD Return YTD Bench Mark

FY 2023 17.14% 6.06%
FY 2022 8.81% 3.34%

Asset Allocation 2023
TFC / Sukuk 65.17%
GOP Ijara Sukuk 21.56%
Bank Balances 9.88%
Others 3.39%

Asset Quality 2023
AAA 21.56%
AA 49.76%
AA+ 17.87%
A+ 7.41%
Unrated 3.39%
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Changes in Total NAV And NAYV Per Unit Since the Last Review Period

Net Assets Value NAV per unit
June 30, 2022 June 30,2023 | Change in % | June 30,2022 | June 30, 2023
589,333,068 721,070,176 (22%) 81.72 82.72

Investment Strategy

The Fund's priority is to keep healthy liquidity, making prudent decisions on residual debt, and making risk-averse
decisions on future investments. Fund management is actively pursuing the settlement of the residual debt while

ensuring the high unit holder protection. Ensuring steady profit while meeting any and all redemption need is the
Fund's prime priority.

Dividend

The Board of Directors has announced a cash dividend to unitholders of PKR 13.3136 per unit for the year ended
June 30, 2023, which comes out to be 16.8% of the par value per unit of PKR 100.

Pattern of Unit Holding

Details of Pattern of Holdings (Units)
786 Smart Fund
As at June 30, 2023

Number Of Certificate Holding Number Of
Certificate From To Certificates

728 0.0001 - 9,999.9999 276,569

8 10,000 : 49,999.9999 233,656

6 50,000 : 99,999.9999 487,162

6 100,000 : 499,999.9999 1,432,065

4 500,000 : 999,999.9999 2,605,904

1 1,000,000 - 14,599,595.9999 1,219,318

1 15,000,000 - 99,999,999.9999 2,495,416

754 8,750,090
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Economic Review:

The global economy faces challenges from weak growth, high inflation, and uncertainties linked to COVID-19,
Ukraine conflict, climate change, and economic shifts. Despite this, 2023's global slowdown is expected to be
milder due to improved spending in the US, EU, China's recovery, and steady Indian forecast. Global growth is
projected to slow from 3.1% in 2022 to 2.3% in 2023, with a slight improvement to 2.5% in 2024. However,
structural issues, pandemic scars, low investment, and debt vulnerabilities pose risks for prolonged subpar growth,
impacting poverty reduction and sustainable development. Upward revisions in major economies and China drive
the slightly better 2023 growth outlook.

In FY 2023, Pakistan's economy struggled due to floods, inflation, a current account deficit, and a foreign exchange
crisis, nearly stagnating growth. The Asian Development Outlook expects Pakistan's GDP to slow from 6% to
0.6% in FY 2023 but rebound to 2% in FY 2024 with stability, reforms, recovery.

IMF agreed to a USD 3 billion bailout, averting default. However, securing this required budget adjustments,
potentially dampening domestic demand and raising social tensions. Inflation dipped from 38.0% to 29.4% in
June, expected to ease but remain above the 10-year average of 8.0%. Noteworthy risks include El Nifio, currency
fluctuations, and volatile commodities.

Pakistan's GDP growth for FY 2023 projected at 0.29%, far from 5% target. High inflation, economic slowdown,
floods, and IMF funding challenges. Asian Development Outlook projects Pakistan's GDP at 0.6% in FY 2023,
rising to 2% in FY 2024 with stability, reforms, recovery.

FY2023 industrial growth expected to decelerate due to fiscal tightening, currency depreciation, higher energy
prices.

Average inflation projected to more than double from 12.2% in FY2022 to 27.5% in FY2023, sustained by energy
prices, currency weakness, supply disruptions

Money Market Review:

The central bank of Pakistan has decided to keep its interest rate unchanged at 22% in July, following a 100 bps
hike in June, as economic uncertainty decreased, and investor confidence improved. Recent months have shown
a significant moderation in inflation, but the committee is determined to bring it further down towards the medium-
term target range of 5-7% by the end of the fiscal year 2025. The decision comes following the seal of a nine-
month Stand-By Arrangement (SBA) with the IMF to address external sector stability concerns. Still, additional
tax measures, increased electricity tariffs, and slightly higher global commodity prices pose underlying inflationary
risks. Thus, further actions of the regulator will depend on the macroeconomic environment.

Other Disclosure under NBFC Regulations 2008:

The Fund Manager hereby makes the following disclosures as required under NBFC Regulations 2008;

[ The Management Company or any of its delegates did not receive any soft commission (goods & services)
from any of its brokers/dealers by virtue of transactions conducted by the Fund.

o There was no unit split undertaken during the year.

[ Investments are subject to market risk that may materially affect any interests of unit holders

®
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786 Investment Limited
Additional Information as at June 30, 2023

Sh
S. No. Categories of Share halders Numbers Ha:ZS % Age
el
1 Assaciated Companies 3 6,427,630 4253
B.R.R. Guardian Modaraba 1,935,505
First Dawood Investment Bank Limited 2,246,070
The Bank of Khyber 2,246,055
2 NIT & ICP 2 1,000 0.01
Investment Corporation of Pakistan 500
IDBP {ICP UNIT) 500
3 Directors, CEO their Spauses and Minar Children 7 2,408,801 16.09
Miss Tara Uzra Dawood 2,393,485
Mrs. Shafgat Sultana 2,816
Mr. Ahmer Zia Sarwar 2,500
Mr. Ahmed Salman Munir 2,500
Syed Shabahat Hussain 2,500
Syed Musharaf Al 2,500
Mr. Naveed Ahmed 2,500
4 Banks, DFIs. NBFIs, Insurance Campanies, 17 1,011,362 6.75
Takaful, Madarabas, Pension Funds and Others
5 General Public 853 5,124,957 34.23
Total 882 14,973,750 100.00
Shareholders halding ten percent ar mare shares in the Campany 14,973,750
Miss Tara Uzra Dawood 2,393,485 1598
First Dawood Investment Bank Limited 2,246,070 15.00
The Bank of Khyber 2,246,055 15.00
B.R.R.Guardian Modaraba 1,935,505 1293

(14
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DETAILS OF PATTERN OF HOLDINGS (UNITS)

AS AT JUNE 30, 2023
No of Unit . o
S. No. Category Holders Unit Held Amount % of Total
1 Directors
Ms. Tara Uzra Dawood, CEO 1 1,219,318 100,480,554 13.93
2 Associated Companies
786 Investment Limited 1 2,495,416 205,640,238 28.52
BRR Guardian Modaraba 2 436,920 36,005,353 4.99
First Dawood Investment Bank Ltd and Others
Employees Contributory Provident Fund 1 310,495 25,587,055 3.55
BRR Financial Services (Pvt.) Limited 1 68,975 5,684,041 0.79
LADIESFUND Energy (Pvt.) Limited 1 772,632 63,670,447 8.83
Dawood Family Takaful Limited - Employees
contributory provident fund - Associate of 1 71,291 5,874,892 0.81
3 Individuals 714 1,156,307 95,288,021 13.21
4 Insurance Companies 2 1,216,075 100,213,299 13.90
5 Bank/DFIs - - - -
6 Modaraba / Mutual Funds - - - -
7 Others 30 1,002,661 82,626,276 11.46
TOTAL 754 8,750,090 721,070,176 100.00
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DETAILS OF PATTERN OF HOLDINGS (UNITS)

AS AT JUNE 30, 2023
S. No. Category N}(;(;)l{ig:slt Unit Held Amount % of Total

1 Director 1 1,219,318 100,480,554 13.93
2 Associated Companies 7 4,155,729 342,462,026 47.49
3 Individuals 714 1,156,307 95,288,021 13.21
4 Insurance Companies 2 1,216,075 100,213,299 13.90
5 Others 30 1,002,661 82,626,276 11.46

TOTAL 754 8,750,090 721,070,176 100.00
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The purpose of this report is to provide an opinion on the Shariah Compliance of the Fund's
investment and operational activities with respect to Shariah guidelines provided.

It is the core responsibility of the Management Company to operate the Fund and invest the amount
of money in such a manner which is in compliance with the Shariah principles as laid out in the
Shariah guidelines. In the capacity of the Shariah Advisor, our responsibility lies in providing Shariah
guidelines and ensuring compliance with the same by review of activities of the fund. We express
our opinion based on the review of the information, provided by the management company, to an
extent where compliance with the Shariah guidelines can be objectively verified.

Our review of Fund'’s activities is limited to enquiries of the personnel of Management Company and
various documents prepared and provided by the management company.

Keeping in view the above; we certify that:

We have reviewed all the investment and operational activities of the fund including all transactions
and found them to comply with the Shariah guidelines. On the basis of information provided by the
management company, all operations of the fund for the year ended June 30, 2023 comply with the
provided Shariah guidelines. Therefore, it is resolved that investments in 786 Smart Fund managed
by 786 Asset Management Limited are halal and in accordance with Shariah principles.

May Allah (SWT) bless us and forgive our mistakes and accept our sincere efforts in accomplishment
of cherished tasks and keep us away from sinful acts.

sy il Aoy AT e g dazea lass o bl oy «Dlgaall plel dbly

For and on behalf of Al-Hilal Shariah Advisors (Pvt.) Limited.

Chief Executive

ember Shariah Council

Al-Hilal Shariah Advisors (Pvt) Limited

Suite BO7, 8" Floor, Horizon Towers, Com 2/6, Khayaban-e-Saadi,
Block 03 Clifton, Karachi

Tel +02-21-35305031-37. Web: www. alhilalsa.com
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DIGITAL
CUSTOOIAN
COM=ANY

#MonetizeYourAssets
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 April 08, 2003
executed between 786 Investments Limited, as the Management Company and Bank Al Habib
Limited (BAHL), as the Trustee. In June 2011, BAHL retired and Digital Custodian Company
Limited was appointed as the new 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 year ended June 30, 2023 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;

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

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

(iv)  and any regulatory requirement

D

Dabeer Khan
Manager Compliance
Karachi: September 14, 2023 Digital Custodian Company Limited
ONLINE LAHORE KARACHI
9+923-111-322-228 LSE Plaza, 508 Perdesi House
& digitalcustodian.co Kashmir Egerton Road 0ld Queens Road
(B ®®/ digitalcustodian +92 42 3630 4406 +922132419770

(18



REANDA

Reanda Haroon Zakaria & Company
Chartered Accountants

INDEPENDENT AUDITOR’S REPORT
TO THE UNIT HOLDERS OF 786 SMART FUND

Opinion

We have audited the annexed financial statements of 786 Smart Fund (the fund) which
comprise the statement of assets and liabilities as at June 30, 2023, and the income statement,
the statement of comprehensive income, the statement of movement in unit holder’s fund and
the statement of cash flows for the year then ended, and notes to the financial statements,
including a summary of significant accounting policies.

In our opinion, the accompanying financial statement gives a true and fair view of the
financial position of the Fund as at June 30, 2023 and of its financial performance and its
cash flows for the year then ended in accordance with the approved accounting and reporting
standard as applicable in Pakistan

Basis for Opinion

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

Key Audit Matter(s)

Key audit matters arc those matters that, in our professional judgment, were of most
significance in our audit of the financial statements of the current period. These matters were
addressed in the context of our audit of the financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion on these matters.

Room No. M1-M4, Mezzanine Floor, Progressive Plaza, Civil Lines Quarter,Beaumont Road, Karachi-75530 Pakistan.
Phone: +92 21 35674741-44 | Fax: +92 21 35674745
Email: info@hzco.com.pk | URL: hitp:/fwww.hzco.com.pk

(19



© REANDA

Following are the Key audit matter(s):

&S‘; Key audit matter(s) How the matter was addressed in our audit
1)  Net Asset value (NAV)
The Dbalances with banks and We performed the following audit
investments  constitute the most procedures:

significant component of the net asset
value (NAV). The balances with banks
and investments as at June 30, 2023
amounted to Rs 72.43 million and Rs
635.57 million as disclosed in Note 5
and 6 respectively. The proper valuation
of balances with banks and investment
for the determination of NAV of the

Obtained and understanding of design
effectiveness of the key controls on the
investments and balance with banks.

Obtained Independence confirmation for
verifying the existence of the investment
portfolio and balances with banks as at
June 30,2023 and reconciled it with the

fund as at June 30, 2023 was considered books and record of the Fund.

as a high risk area and therefore, we
consider this as a Key Audit Matter
(KAM).

e Reperformed valuation to assess that the
investment or carried as per the
valuation methodology specified in the
accounting policies.

e Obtained bank reconciliation statement
and tested reconciling item on the
sample basis.

e Assessed the adequacy of the respective
disclosures and presentation in the
financial statements as per applicable
financial reporting framework.

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

Management is responsible for the other information. The Other Information comprises the
information included in the Company’s Annual Report does not include the financial
statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the Other Information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the Other
Information and, in doing so, consider whether the Other Information is materially
inconsistent with the financial statements or our knowledge obtained in the audit or otherwise
appears to be materially misstated. If, based on the work we have performed, we conclude
that there is a material misstatement of this Other Information, we are required to report that
fact. We have nothing to report in this regard.
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Responsibilities of Management and Board of Directors for the Financial Statements

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

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

Board of directors are responsible for overseeing the Company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

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

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company’s internal control.

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

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

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

We also provide the board of directors with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on our independence, and where
applicable, related safeguards.

From the matters communicated with the board of directors, we determine those matters that
were of most significance in the audit of the financial statements of the current period and are
therefore the key audit matters. We describe these matters in our auditor’s report unless law
or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because
the adverse consequences of doing so would reasonably be expected to outweigh the public
interest benefits of such communication.

Report on Other Legal and Regulatfory Requirements

Further, we report that the Fund’s financials statements have been prepared in accordance
with the relevant provision of Non-Bank finance Companies (Establishment and Regulation)
Rules, 2003 and Non-Banking Finance Companies and Notified Entities Regulations 2008.

The engagement partner on the audit resulting in this independent auditor’s report is
Farhan Ahmed Memon.

P/\M " o, Moy D ARk s féf(J : ;
Reanda Haroon Zakaria & Company Place: Karachi
Chartered Accountants Dated: 5; SEP 9023

UDIN: AR202310147E4CYmtNoq



786 Smart Fund

STATEMENT OF ASSETS AND LIABILITIES

Assets

Balances with banks

Investments

Accrued income/profit

Security deposits

Total Assets

Liabilities

Payable to 786 Investments Limited - Management Company
Payable to Digital Custodian Company Limited - Trustee
Payable to Securities and Exchange Commission of Pakistan
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

The annexed notes from 1 to 27 form an integral part of these

AS AT JUNE 30, 2023

Note

[ IS e Y

10
11

13

financial statements.

For 786 Investments Limited.
(Management Company)

Chief Finicial Officer

Chief Executive Officer

®

2023 2022
------ Rupees - - - - - -
72,439,135 298,014,919
635,574,526 294,564,028
24,705,927 7,987,185
150,000 150,000
732,869,588 600,716,132
2,273,915 1,914,597
136,988 101,525
176,710 175,773
2,023,960 2,125,770
7,187,839 7,065,399
11,799,412 11,383,064
721,070,176 589,333,068
721,070,176 589,333,068
(Number)
8,750,090 7,212,002
(Rupees)
82.41 81.72
Director




786 Smart Fund

INCOME STATEMENT

FOR THE YEAR ENDED JUNE 30, 2023

Income
Net realized loss on sale of investments

Income from investments and balances with banks
Reversal of impairment on investment at fair value
through other comprehensive income

Reversal of provision for Sindh Workers' Welfare Fund

Expenses

Remuneration to the management company
Sindh sales tax on remuneration to the
management company

Accounting and operational charges

Remuneration to the trustee

Sindh sales tax on trustee fee

Annual fee to Securities and Exchange Commission of Pakistan
Auditor's remuneration

Fees and subscription

Securities transactions cost

Printing and related charges

Legal and professional charges

Withholding taxes - written off

Bank charges

Net income for the year before taxation
Taxation

Net income for the year after taxation

Allocation of net income for the year

Net income for the year
Income already paid on units redeemed

Accounting income available for distribution:

Relating to capital gain

Excluding capital gain

The annexed notes from 1 to 27 form an integral part of these financial statements.

Chief Finicial Officer

2023 2022
Note  eeeea- Rupees - - - - - -
(855,711) (1,175)
15 146,369,976 81,633,432
6.1.1 16,755,156 16,755,156
- 8,098,489
162,269,421 106,485,902
9.1 13,253,285 13,182,987
9.2 1,722,925 1,713,790
9.3 883,552 878,866
10.1 1,325,329 1,318,298
10.2 172,293 171,381
11 176,710 175,773
16 472,800 455,800
211,747 195,203
52,859 8,018
48,000 48,001
440,700 406,800
649,288 329,540
4,030 14,999
19,413,518 18,899,456
142,855,903 87,586,446
17 - -
142,855,903 87,586,446
142,855,903 87,586,446
(117,207,739) (45,631,665)
25,648,164 41,954,781
(855,711) (1,175)
26,503,875 41,955,956
25,648,164 41,954,781
For 786 Investments Limited.
(Management Company)
Chief Executive Officer Director
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Net income for the year after taxation

786 Smart Fund

Unrealized gain / (loss) on revaluation of investments classified as fair value through-

other comprehensive income - net

Total comprehensive income for the year

The annexed notes from 1 to 27 form an integral part of these financial statements.

Chief Finicial Officer

For 786 Investments Limited.
(Management Company)

Chief Executive Officer

25

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2023

Note

6.4

2023 2022
------ Rupees - - - - - -
142,855,903 87,586,446
(470,761) 1,170,760
142,385,142 88,757,206
Director



Net assets at beginning of the year
Issue of 22,840,520 units
(2022: 5,636,846 units)

- Capital value (at net asset value

per unit at the beginning of the period)
- Element of income

Total proceeds on issuance of units
Redemption of 21,302,432 units

(2022: 7,615,299 units)
- Capital value (at net asset value

per unit at the beginning of the period)

- Amount paid out of element of income
- Refund / adjustment on units as

element of income
Total payments on redemption of units

Net income for the period before taxation

Other comprehensive income
Distribution for the year

(@ 8.2392 per unit on June 27, 2022
Distribution for the year

(@ 13.3136 per unit on June 23, 2023

Net assets at end of the period

786 Smart Fund

STATEMENT OF MOVEMENT IN UNIT HOLDERS’ FUND
FOR THE YEAR ENDED JUNE 30, 2023

Undistributed (loss) / income brought forward

- Realized loss

- Unrealized income

Accounting income available for distribution

- Relating to capital gain

- Excluding capital gain

Distribution during the period
Undistributed loss carried forward

Undistributed (loss) carried forward

- Realized loss

Net assets value per unit at beginning of the year

Net assets value per unit at end of the year

The annexed notes from 1 to 27 form an integral part of these financial statements.

2023 2022
(Accumulated (Accumulated
Capital Loss)/ Unrealized (Loss) Total Capital Loss)/ Unrealized Gains Total
Value Undistributed ~ on Investment o Value Undistributed — on Investment ol
Income Income
----------------- Rupees - -------—=-—=-- -~ Rupees----------
736,657,526 (149,281,381) 1,956,922 589,333,068 894,606,747 (149,285,786) 786,162 746,107,123
1,866,426,786 - - 1,866,426,786 457,614,919 - - 457,614,919
155,935,907 - - 155,935,907 15,910,306 ~ ~ 15,910,306
2,022,362,693 - - 2,022,362,693 473,525,225 - - 473,525,225
(1,740,741,050) - - (1,740,741,050) (618,231,264) - - (618,231,264))
- (117,207,739) - (117,207,739) - (45,631,665), - (45,631,665)|
(83,487,685) - - (83,487,685) (13,243,182)| - - (13,243,182)]
(1,824,228,734) (117,207,739) R (1,941,436,474) (631,474,446) (45,631,665) - (677.106,111)
- 142,855,903 - 142,855,903 - 87,586,446 - 87,586,446
R - (470,761) (470,761) - - 1,170,760 1,170,760
- - - - - (41,950,376), - (41,950,376)|
- (91,574,253), - (91,574,253) - - - -
- 51,281,650 (470,761) 50,810,889 - 45,636,070 1,170,760 46,806,830
934,791,485 (215,207,470) 1,486,161 721,070,176 736,657,526 (149,281,381) 1,956,922 589,333,068
(149,281,381) (149,285,786)
(149,281,381) (149,285,786)
(855,711) (1,175).
26,503,875 41,955,956
25,648,164 41,954,781
(91,574,253) (41,950,376)
(215,207,470) (149,281,381)
(215,207,470) (149,281,381)
(215,207,470) (149,281,381)
81.72 81.18
8241 81.72
For 786 Investments Limited.
(Management Company)
Chief Executive Officer Director

Chief Finicial Officer




786 Smart Fund

CASH FLOW STATEMENT

FOR THE YEAR ENDED JUNE 30, 2023

CASH FLOWS FROM OPERATING ACTIVITIES

Net Income for the Period Before Taxation
Adjustments For:

Net realized loss on sale of investments
Profit on bank balances and investments

Reversal of impairment on investment at fair value through other

Comprehensive income

Operating Loss Before Working Capital Changes
Decrease in Assets

Advance income tax

Increase/(Decrease) in Liabilities

Payable to 786 Investments Limited - Management Company
Payable to Digital Custodian Company Limited - Trustee
Payable to Securities and Exchange Commission of Pakistan
Unclaimed dividend

Accrued expenses and other liabilities

Proceeds from investments - net
Profit received on investments and balances with banks

Net cash used in from operating activities
CASH FLOWS FROM FINANCING ACTIVITIES

Amounts received against issue of units
Payment made against redemption of units
Dividend paid

Net cash generated from financing Activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the period

The annexed notes from 1 to 27 form an integral part of these financial statements.

For 786 Investments Limited.
(Management Company)

Chief Finicial Officer

Chief Executive Officer

27

Note

2023 2022
EEEEE Rupees - - - - - -

142,855,903 87,586,446
(855,711) (1,175)
(146,369,976) (81,633,432)
(16,755,156) (16,755,156)
(163,980,843) (98,389,763)

- 329,540

- 329,540

359,318 276,101
35,463 (1,366)

937 57,949

(101,810) 649,507
122,440 (8,149,222)
416,348 (7,167,031)
(323,870,392) (126,044,735)

129,651,234 79,701,691
(214,927,750) (63,983,852)

2,022,362,693

473,525,226

(1,941,436,474) (677,106,111)
(91,574,253) (41,950,376)
(10,648,034) (245,531,261)

(225,575,784) (309,515,113)

298,014,919 607,530,032

72,439,135 298,014,919
Director
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786 Smart Fund

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2023

LEGAL STATUS AND NATURE OF BUSINESS

Dawood Income Fund (the Fund) was established under a Restated 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 Digital Custodian Company Limited (formerly MCB Financial
Services Limited) 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.

The Management Company of the Fund has been registered as a Non-Banking Finance Company (NBFC) under the NBFC Rules, 2003 and has obtained
the requisite license from the SECP to undertake Asset Management Services. The registered office of the Management Company is situated at G3, Ground
floor, B.R.R Tower, Hassan Ali Street, I.I Chundrigar Road, Karachi, Pakistan.

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 objective of the Fund is to provide competitive risk adjusted returns to its investors by investing in a diversified portfolio of long, medium and short
“term Shariah compliant debt instruments while taking into account liquidity considerations.

Title to the assets of the Fund are held in the name of Digital Custodian Company Limited (formerly MCB Financial Services Limited) 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"as per the criteria laid down by the SECP for categorization of open-end Collective Investment
Schemes (CIS).

The Pakistan Credit Rating Agency Limited (PACRA) has assigned an asset manager rating of "AM3" to the Management Company as at December 23,
2022 and stability rating of "AA-(f)" to the Fund as at October 14, 2022.

Due to the enactment of the Sindh Trusts Act, 2020 (as amended vide Sindh Trusts (Amended) Act, 2021), the Trusts including Collective Investment, private
Funds etc., being Specialized Trusts are required to be registered with the Assistant Director of Industries and Commerce (Trust Wing), Government of Sindh
under Section 12A of the Sindh Trusts Act, 2020. For this purpose, management has initiated the process of execution of Re-stated Trust Deeds between
the Management Company and the trustees of the trust deed and necessary documents will be submitted with Assistant Director of Industries and Commerce
(Trust Wing), Government of Sindh.

BASIS OF PREPARATION

Statement of compliance

These 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 Financial Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB) as notified under the Companies
Act, 2017,

- Provisions 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 requirements of Trust Deed.

Where provisions 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.

Basis of measurement

These financial statements have been prepared under the historical cost convention except for investments which are valued at fair value as stated in
notes 6.1, 6.2 and 6.3 below.

Functional and presentation currency

These financial statements are presented in Pakistani Rupees which is the Fund's functional and presentation currency.
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4.1

786 Smart Fund

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2023

Standards, interpretations and amendments to accounting and reporting standards as applicable in Pakistan which are effective in current period

The standards, amendments and interpretations are effective for the year ended June 30, 2023 are either not relevant to the Company's operations or are not
expected to have significant impact on the Company's financial statements other than certain additional disclosures:

Amendments to standards and IFRS interpretations that are not yet effective
The following amendments to accounting standards and interpretations are only effective for accounting periods, beginning on or after the date mentioned
against each of them. These standards, interpretations and amendments are either not relevant to the Company's operations or are not expected to have

significant impact on the Company's financial statements other than certain additional disclosures:

Effective from accounting period
beginning on or after

Amendments to IFRS 9 'Financial Instruments: Disclosures' and IAS 7 'Statement
of Cash Flows": Amendments regarding supplier finance arrangements January 1, 2024

Amendments to IAS 1 'Presentation of Financial Statements': Amendments regarding
the classification of liabilities and disclosure of accounting policies January 1, 2023

Amendments to IAS 1 'Presentation of Financial Statements': Amendments regarding
the classification of debt with covenants January 1, 2024

Amendments to IAS 8 'Accounting Policies, Changes in Accounting Estimates and Errors':
Amendments regarding the definition of accounting estimates January 1, 2023

Amendments to IAS 12 'Income Taxes': Amendments regarding deferred tax on leases and
decommissioning obligations January 1, 2023

Amendments to IAS 12 'Income Taxes': Amendments to provide a temporary exception to the
requirements regarding deferred tax assets and liabilities related to pillar two income taxes January 1, 2023

Certain amendments updating a reference to the Conceptual Framework and annual improvements have also been made to a number of standards, which
have not been enumerated here for brevity.

IFRS 1 - First Time Adoption of International Financial Reporting Standards
IFRS 17 - Insurance Contracts

ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of condensed interim financial statements requires management to make judgments, estimates and assumptions that affect the application
of policies and reported amounts of assets and liabilities, income and expenses. The estimates and associated assumptions are based on historical experience
and various other factors that are believed to be reasonable under the circumstances, the result of which form the basis of making judgements about carrying
values of assets and liabilities. The estimates and underlying assumptions are reviewed on an ongoing basis.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are set out below. These policies have been consistently applied
unless otherwise stated.

The accounting policies adopted in the preparation of these financial statements are consistent with those of the previous financial years.

Financial Assets

4.1.1Classification

Business model assessment
The Fund determines its business model at the level that best reflects how it manages groups of financial assets to achieve its business objective.

The Fund's business model is not assessed on an instrument-by-instrument basis, but at a higher level of aggregated portfolios and is based on observable

factors such as:



786 Smart Fund

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2023

- The objectives for the portfolio, in particular, whether management's strategy focuses on earning contractual revenue, maintaining a particular interest
rate profile, matching the duration of the financial assets to the duration of the liabilities that are funding those assets or realizing cash flows through
the sale of the assets;

- How the performance of the business model and the financial assets held within that business model are evaluated and reported to the entity's key
management personnel;

- The risks that affect the performance of the business model (and the financial assets held within that business model) and, in particular, the way those
risks are managed;

- How managers of the business are compensated (for example, whether the compensation is based on the fair value of the assets managed or on the
contractual cash flows collected).

The business model assessment is based on reasonably expected scenarios without taking 'worst case' or 'stress case’ scenarios into account. If cash flows
after initial recognition are realised in a way that is different from the Fund's original expectations, the Fund does not change the classification of the remaining
financial assets held in that business model, but incorporates such information when assessing newly originated or newly purchased financial assets going
forward.

Assessments whether contractual cash flows are solely payments of principal and interest (SPPI)

As a second step of its classification process the Fund assesses the contractual terms of financial to identify whether they meet the SPPI test.

‘Principal’ for the purpose of this test is defined as the fair value of the financial asset at initial recognition and may change over the life of the financial
asset (for example, if there are repayments of principal or amortisation of the premium / discount).

The most significant elements of interest within a lending arrangement are typically the consideration for the time value of money and credit risk. To make
the SPPI assessment, the Fund applies judgement and considers relevant factors such as the currency in which the financial asset is denominated, and the
period for which the interest rate is set.
In contrast, contractual terms that introduce a more than the minimum exposure to risks or volatility in the contractual cash flows that are unrelated to a
basic lending arrangement do not give rise to contractual cash flows that are solely payments of principal and interest on the amount outstanding. In such
cases, the financial asset is required to be measured at FVOCIL.

4.1.2Initial Measurement
Investments are initially measured at their cost which is equivalent to fair value at the time of acquisation.
Subsequent Measurement

Debt instruments at FVOCI

FVOCI debt instruments are subsequently measured at fair value with gains and losses arising due to changes in fair value recognised in OCI. The accumulated
loss recognised in OCI is recycled to the profit and loss upon derecognition of the assets.

4.1.3Impairment of financial assets
In relation to the impairment of financial assets, IFRS 9 requires an expected credit loss model, as opposed to an incurred credit loss model under IAS 39.
The expected credit loss model requires an entity to account for expected credit losses and changes in those expected credit losses at each reporting date to
reflect changes in credit risk since initial recognition. In other words, it is no longer necessary for a credit event to have occurred before credit losses are

recognized.

However, SECP through its SCD/AMCW/RS/MUFAP/2017-148 dated November 21, 2017 have deferred the applicability of above impairment requirements
in relation to debt securities for mutual funds and accordingly, basis defined in Circular No. 33 of 2012 dated, October 24, 2012 will be followed.

4.1.4Derecognition

Financial assets are derecognised when the rights to receive cash flows from the investments have expired or the Fund has transferred substantially all risks
and rewards of ownership.

4.1.5Derivatives

Derivative financial instruments are initially recognised at fair value. Subsequent to initial measurement each derivative financial instrument is remeasured
to its fair value as at that day. The resultant gain or loss is recognised in the income statement.
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Cash and cash equivalents

Cash and cash equivalents are carried in the statement of assets and liabilities at cost. These include balances with banks and other short-term highly liquid
investments with original maturities of three months or less.

Financial liabilities

Financial liabilities are recognised at the time when the Fund becomes a party to the contractual provisions of the instruments. These are initially recognised
at fair values and subsequently stated at amortised cost.

A financial liability is derecognised when the obligation under the liability is discharged, cancelled or expired.
Offsetting of financial assets and liabilities

Financial assets and financial liabilities are offset and the net amount is reported in the statement of assets and liabilities where there is a legally enforceable
right to set off the recognised amount and there is an intention to settle on net basis, or to realise the assets and settle the liabilities simultaneously.

Collateral

Cash collateral provided by the Fund is identified in the statement of assets and liabilities as margin cash and is not included as a component of cash and
cash equivalents. For collateral other than cash, if the party to whom the collateral is provided has the right by contract or custom to sell or re-pledge the
collateral, the Fund classifies that asset in its statement of assets and liabilities separately from other assets and identifies the asset as pledged collateral.
Where the party to whom the collateral is provided does not have the right to sell or re-pledge, a disclosure of the collateral provided is made in the notes
to the financial statements.

Provisions

Provisions are recognised when the Fund has a present, legal or constructive obligation as a result of past events, it is probable that an outflow of resources
embodying economic benefits will be required to settle the obligation and a reliable estimate of the amount of obligation can be made. Provisions are regularly
reviewed and adjusted to reflect the current best estimate.

Net asset value per unit

The Net Asset Value (NAV) per unit as disclosed in the statement of assets and liabilities is calculated by dividing the net assets of the Fund by the number
of units outstanding at the year end.

Taxation

The Fund is exempt from taxation under clause 99 of the Part I of the Second Schedule of the 'Income Tax Ordinance, 2001, subject to the condition that
not less than 90% of its accounting income for the year as reduced by capital gains whether realised or unrealised is distributed among the unit holders,
provided that for the purpose of determining distribution of not less than 90% of its accounting income for the year, the income distributed through bonus

units shall not be taken into account.

The Fund is also exempt from provisions of section 113 (minimum tax) under clause 11A of Part IV of the Second Schedule to the Income Tax Ordinance,
2001.

Proposed distributions

Distributions declared subsequent to the reporting date are considered as non-adjusting events and are recognised in the financial statements in the period
in which such distributions are declared.

4.10 Issue and redemption of units

Units issued are recorded at the offer price, determined by the Management Company for the applications received during business hours on that date. The
offer price represents the Net Asset Value per unit as of the close of the business day plus the allowable sales load, provision for transaction costs and any
provision for duties and charges, if applicable. The sales load is payable to the Management Company as processing fee. Issue of units is recorded on
acceptance of application for sale.

Units redeemed are recorded at the redemption price, applicable to units for which the redemption applications are received during business hours on that

day. The redemption price represents the Net Asset Value per unit as of the close of the business day less any back-end load, any duties, taxes, charges on
redemption and any provision for transaction costs, if applicable. Redemption of units is recorded on acceptance of application for redemption.

@
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4.11 Element of income / (loss) and capital gains / (losses) included in prices of units issued less those in units redeemed
Element of income represents the difference between NAV per unit on issuance and redemption date, as the case may be, of units and NAV per unit at the
beginning of the relevant accounting period. Further, element of income is a transaction of capital nature and the receipt and payment of element of income
is taken to unit holder's fund. However, to maintain the same ex-dividend NAV on all units outstanding at the accounting date, net element of income
contributed on issue of units lying in unit holder fund is refunded on units in the same proportion as dividend bears to accounting income available for
distribution.

4.12 Revenue recognition
- Profit on bank deposits, money market placements and mark-up / return on government securities is recognised using effective yield method.

- Capital gains / (losses) arising on sale of investments are included in the income statement on the date at which the transaction takes place.

- Unrealised gains / (losses) on remeasurement of investments classified as 'financial assets at fair value through OCI' are included in the Statement
of comprehnsive income in the period in which they arise.

- Element income on issue and repurchase of units is recognised when the units are issued and redeemed at the transaction date.
4.13 Expenses

All expenses including NAV based expenses (namely management fee, trustee fee and annual fee to the Securities and Exchange Commission of Pakistan
and etc.) are recognised in the income statement on an accrual basis.

4.14 Foreign currency translation
Foreign currency transactions are translated into the functional currency using the exchange rates prevailing on the dates of transactions. Foreign exchange

gains and losses resulting from the settlement of such transactions and from the translation at the year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in the income statement.

2023 2022
5 BALANCES WITH BANKS Note  ------ Rupees - - - - - -
- Saving accounts 5.1 72,439,135 298,014,919
5.1 These saving accounts carry profit at rates ranging from 15% to 19% (June 30, 2022: 5.5% to 13.75%) per annum.
2023 2022
6 INVESTMENTS Note  —----- Rupees - - - - - -
At fair value through other comprehensive income
Listed - Term finance certificates 6.1 )
Unlisted - Sukuk certificates 6.2 477,574,526 40,768,787
GOP Jjara Sukuk 158,000,000 R
635,574,526 40,768,787
At ammortised cost
Commercial Paper 6.5 R 253795241
635,574,526 294,564,028
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6.1 At fair value through other comprehensive income

As at July 01, Purchases Dis 0:::’;;??; the As at June Cost/ Market % of Total
2022 during the year P year 8 30,2023 Carrying Value Value Investment
Note ~ eeeeeeeaao Number of certificates - - =-------  ceacaoaaas Rupees----------

Listed - Term finance certificates face value of Rs.
5,000/ each
Construction and material
Dewan cement company limited 6.1.1 10,053 - 3,351 6,702 33,510,312 - -
Provision held 6.3 - - - - (33,510,312) - -

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 recognized reversal of impairment
amounting to Rs. 16.755 millions on receipt basis in current period. The Fund has suspended profit there against.

6.2 At fair value through other comprehensive income

Matured/

As at July Purchases . 5 As at June 30, Cost/ % of Total
01,2022 during the year Disposed During 2023 Carrying Value Market Value Investment
the year
Note ~  eeeeeeaa- Number of certificates - ---------  ceeeaeaaan Rupees ----------
Unlisted - term finance certificates
face value of Rs. 5,000/~ each 2,113.77
Cable and electric goods
New Allied Industries Limited 6.3.1 11,523 - - 11,523 25,433,190 - -
Provision held 6.3 (25,433,190)
New Allied Industries Limited 632 3417 } } 3417 7202749 R _
Provision held 63 (1222,749)
At fair value through other comprehensive income
Unlisted - Sukuk certificates
Face Value of Rs. 1,000,000/~ each
Information Technology
Abhi Private Ltd Sukuk 633 - % - 9 90,000,000 90,000,000 14%
Engineering
Agha Steel Industries Limited 634 15 . - 15 11,085,287 10,271,446 2%
Coal
China Power Hub Generation Ltd Sukuk (07-12-22) B 50 50 } R .
Commercial Bank
Dubai Islamic Bank Limited 2% R % R R N 0%
Duba Istamic Bank Limited 635 . " - 4 44000000 44060280 %
Services Allied (other)
Hub Power Company Limited 63.6 - 200 69 131 131,000,000 131,000,000 21%
Power Generation & Distribution
Lucky Electric Power Company Ltd. ST - Sukuk 125 125 } ; R
Lucky Electric Power Company Ltd. ST - Sukuk 6 A 25 2 : . R
Lucky Electric Power Company Ltd. ST - Sukuk 7 637 ) 35 R 35 35,000,000 35,000,000 6%
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Matured/

As at July Purchases . 5 As at June 30, Cost/ % of Total
01,2022 during the year Disposed During 2023 Carrying Value Market Value Investment
the year
Note ~ eeeeeeee- Number of certificates - --------- caeeaeaaan Rupees ----------
Textile Composite
Nishat Mills Ltd - Sukuk (01-11-22) 120 120 R R ; 0%
Nishat Mills Ltd - Sukuk (09-5-23) 638 . 6 - 65 65000000 65,000,000 10%
Face value of Rs. 1000,000/- each
Power Generation & Distribution
K-Electric Company Limited - Sukuk (23-11-22) 639 . 1,000 - 1000 101960000 102,242,800 16%
K-Electric Company Limited - Sukuk (26-10-22) 150 150 : } R
Chemical
Engro Polymer & Chemical Ltd - sukuk (11-01-19) 1250 1.250 ; }
Face value of Rs. 5,000/~ each
Eden Housing Limited 63.10 2933 R R 2,933 2,887,171 - -
Provision held 63 2.887,171)
Face value of Rs. 5,000/~ each
Amex limited 6311 6,000 - - 6,000 22,500,000 - -
Provision held 63 (22,500,000)
. ,300,

Face value of Rs. 5,000/ each
New Allied Electronics Industries (Private) Limited 63.12 1000 } } 1,000 5.027.500 A }
Provision held 63 (5,027,500)

478,045,287 477,574,526

Details of non-compliant investments

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.

Value of .. , Value of K
Name of non compliant investment Type of Investment before Provision held if Investment after % of net % of Gross Assets
Investment . any . assets
provision provision
Note e Rupees - -----naeen--
- Pre-IPO
Dewan Cement Limited - Restructured ~ 6.1.1 . 33,510,312 (33,510,312) - - -
investment
. L Term finance
New Allied Industries Limited 6.3.1 R 25,433,190 (25,433,190) - - -
certificates
New Allied Industries Limited 632 Term finance 7,222,749 (7,222,749) . : .
certificates
New Allied Industries Limited 6.3.12 Sukuk certificates 5,027,500 (5,027,500) - - -
Eden Housing Limited 6.3.10 Sukuk certificates 2,887,171 (2,887,171) - - -
Amtex Limited 6.3.11 Sukuk certificates 22,500,000 (22,500,000) - - -

(34



786 Smart Fund

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2023

6.3.1 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.

6.3.2 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.

6.3.3 These Abhi Private Ltd sukuk certificates carry a profit equal to six months KIBOR plus 2.6%, which is receivable along with the principal amount at the
date of maturity in arrears. These certificates will mature in 6 months from May 11, 2023, and the principal amount is redeemable at the date of maturity.

6.3.4 Agha Steel Industries Limited is presenting Pakistan's inaugural over-the-counter listed sukuk issue. Priced through competitive bidding, this sukuk is
supported by diminishing musharaka and offers a profit equivalent to 3-month KIBOR plus 0.8%. The maturity date for this sukuk is August 2023. According
to the Trust Deed and Conditions, the Issuer intends to fully exercise the Call Option for the outstanding Sukuk Certificates. This process involves disbursing
the Sukuk amount to investors, who will then reinvest the same sum in exchange for an equal number of certificates.

6.3.5 The Dubai Islamic Bank Limited's sukuk certificates are unsecured and carry a profit equal to 6-month KIBOR plus 0.70%, which is receivable half-yearly
in arrears. These certificates will mature in December 2032.

6.3.6 These Hub Power Company Limited's sukuk certificates carry profit equal to six months KIBOR plus 0.3% receivable with the principle amount at the date
of maturity in arrears and will mature in 6 months in November, 2023. The principal amount is redeemable at the date of maturity.

6.3.7 The Lucky Electric Power Company Limited's sukuk certificates are unsecured and carry a profit of 6-month KIBOR plus 0.65%, which is receivable half-
yearly in arrears. These certificates will mature in August 2023.

6.3.8 The Nishat Mills Limited's sukuk certificates are unsecured and carry a profit equal to 6-month KIBOR plus 0.25%, which is receivable quarterly in arrears.
The principal amount is redeemable on the date of maturity in November 2023.

6.3.9 The sukuk certificates issued by K-Electric Limited are unsecured and offer a profit equivalent to 3-month KIBOR plus 1.70%. This profit is payable quarterly
in arrears. Additionally, the principal amount will be repaid in 20 equally distributed quarterly installments, starting from February 23, 2025, and continuing
until the maturity date of November 23, 2029. These certificates will mature in November 2023.

6.3.10 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.

6.3.11 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.

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

2023 2022
Note = aee--- Rupees - - - - - -
6.4 Unrealized gain on revaluation of in classified as
Sfair value through other comprehensive income - net
Fair value of investments 62 477,574,526 40.768.787
Less: Cost/Carrying Value of Investment (479,216,047) (103,842,597)
(1,641,521) (63,073,810)
Less: Net unrealized gain in fair value of investments - Opening 1.170.760 64,244,570
(470,761) 1,170,760
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2023 2022
Note ------Rupees------
7 ACCRUED INCOME/PROFIT
- Income from profit and loss sharing (PLS) accounts 4,819,685 5,758,971
- Income from sukuk certificates 15,415,581 1,828,761
- Income from GOP Ijara Sukuk 4,470,661 -
- Income from term deposit receipt (TDR) - 399,453
24,705,927 7,987,185
8 SECURITY DEPOSITS
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
9  PAYABLE TO 786 INVESTMENTS LIMITED
- MANAGEMENT COMPANY
Management remuneration 9.1 1,212,282 898,448
Sindh sales tax payable 9.2 178,081 137283
Accounting and operational charges 9.3 883,552 878.866
2,273,915 1,914,597

9.1 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 2022: 1.5%)
per annum on the average annual net assets of the Fund calculated on a daily basis.

9.2 The Sindh Provincial Government has levied Sindh Sales tax at the rate of 13% (June 2022: 13%) on Management Company's remuneration.

9.3 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, 2023.

2023 2022
10 PAYABLE TO DIGITAL CUSTODIAN COMPANY LIMITED - TRUSTEE Note . Rupees - - - - - -
Trustee Remuneration 10.1 121,228 89,845
Sindh sales tax payable on Trustee remuneration 10.2 15,760 11,680
136,988 101,525

10.1 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.

(36
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10.2 The Sindh Provincial Government has levied sindh sales tax at the rate of 13% (June 2022: 13%) on trustee's remuneration.

11

12

ANNUAL FEE 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 II 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. Earlier this fee was 0.085% of the average daily net assets.

2023 2022
Note  ------ Rupees - - - - - -

ACCRUED EXPENSES AND OTHER LIABILITIES
Federal Excise Duty on Remuneration 12.1 6,513,679 6.513.679
Accrued expenses 12.2 657,425 534,985
Other liabilities 5,115 5.115
Zakat payable and withholding tax 11,620 11,620

7,187,839 7,065,399

12.1 The Finance Act, 2013 enlarged the scope of Federal Excise Duty (FED) on financial services to include Asset Management Companies (AMCs) with effect

from June 13, 2013. As the asset management services rendered by the Management Company of the Fund were already subject to provincial sales tax levied
by Sindh Revenue Board, which is being charged to the Fund, the Management Company was of the view that further levy of FED was not justified. On
September 04, 2013, a Constitutional Petition was filed in the Honorable Sindh High Court (SHC) jointly by various asset management companies, together
with their representative collective investment schemes.

The SHC while disposing the Constitutional Petition relating to levy of FED on mutual funds has declared the said provisions to be ultra vires and as a result
no FED is payable with effect from July 01, 2011 (i.e. the date on which Sindh Sales Tax on Services Act, 2011 came into force). In response to this, the
Deputy Commissioner Inland Revenue has filed a Civil Petition for leave to appeal in the Honorable Supreme Court of Pakistan (SCP). Thereafter, during
the pendency of the present civil petition, SCP has suspended the operation of the impugned judgement of the SHC. The matter is still pending adjudication.
With effect from July 01 2016, FED on services provided or rendered on non-banking financial institutions dealing in services which are subject to provincial
sales tax has been withdrawn by the Finance Act, 2016.

In view of the above, the Fund has discontinued making further provision in respect of FED on remuneration of Management Company with effect from
July 01, 2016. However, as a matter of abundant caution the provision made for FED for the period from June 13, 2013 till June 30, 2016 aggregating to
Rupees. 6.51 million (June 30, 2022: Rupees. 6.51 million) is being retained in the financial statements of the Fund as the matter is pending before the SCP.
Had the said provision of FED not been recorded in the financial statements of the Fund, the net asset value per unit of the Fund as at June 30, 2023 would
have been higher by Rs. 0.74 (June 30, 2022: Rs. 0.90) per unit.

2023 2022
------ Rupees - - - - - -
12.2 Accrued expenses
Auditors' remuneration payable 357,327 271,887
PSX fee payable 55,000 27,500
Printing and related expenditure payable 17,848 12,848
Shariah and tax advisors fee payable 227,250 222,750
657,425 534,985
13 CONTINGENCIES AND COMMITMENTS

There were no contingencies and commitments as at June 30, 2023.
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2023 2022
----- Number of Units - - - - -
NUMBER OF UNITS IN ISSUE
Total outstanding as of July 01 7,212,002 9,190,455
Issued during the period 22,840,520 5,636,846
Redemption during the period (21,302,432) (7,615,299)
Closing units 8,750,090 7,212,002
INCOME FROM INVESTMENTS AND BALANCES WITH BANKS
Income from:
- Suluk certificates 58,395,391 4,552,533
- Profit and loss sharing (PLS) account 75,198,128 44.332,039
- Term deposits receipts (TDR) B 15,444,653
- Commercial Paper 12,776,457 17,304,207
146,369,976 81,633,432

AUDITORS' REMUNERATION
Annual Audit Fee 245,000 245,000
Half Yearly Review of Financial Statements 90,000 90,000
Other Services 39,976 27,282
Out of Pocket Expenses 60,000 60,000

434,976 422,282
Sales Tax 37,824 33,518

472,800 455,800

ADVANCE INCOME TAX

The Fund's income is exempt from Income Tax as per clause (99) of part I of the Second Schedule to 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.
Provided that for the purpose of determining distribution of at least 90 percent of accounting income, the income distributed through bonus units shall not
be dividend. Furthermore, as per regulation 63 of the Non-Banking Finance Companies and Notified Entities Regulation, 2008, the fund is required to
distribute 90% of the net accounting income other than capital gains to the unit holders. The Fund is also exempt from the provision of Section 113 (minimum
tax) under clause 11A of Part IV of the Second Schedule to the Income Tax Ordinance 2001.

TOTAL EXPENSE RATIO

The total expense ratio (TER) of the Fund for the year ended June 30, 2023 is 2.12% which includes 0.23% 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, Digital Custodian Company Limited (formerly 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.
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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 notes are

as follows:
2023 2022

19.1 Transactions during the Year Ended Note — ------ Rupees - - - - - -
786 In Limited - Manag t Company
Remuneration of the management company 9.1 13,253,285 13,182,987
Sales tax on remuneration to the management company 9.2 1,722,925 1,713,790
Accounting and operational charges 9.3 883,552 878,866
Issue of units: 2,150,212 (2022: Nil) 204,609,179 -
Redemption of 2,315,452 units: (2022: Nil) 219,876,756 -
Re-Invest of units : 4,574 (2022: 182,720) 375,341 14,918,986
Refund of capital units 343,089 : (2022: Nil) 28,152,749 -
Digital Custodian Company Limited
(formerly MCB Financial Services Limited) - Trustee
Remuneration of the Trustee 10.1 1,325,329 1,318,298
Sales tax on Trustee fee 10.2 172,293 171,381
Dawood Family Takaful Limited
(Connected person due to group company)
Issue of units: 14,749,384 (2022: 1,166,597) 1,290,000,000 100,850,308
Redemption of 15,380,562 units: (2022: 3,515,320) 1,391,499,821 315,000,767
Refund of capital units 33,894 : (2022: 53,098) 2,781,382 4,335,420
Dawood Family Takaful Limited - Employees contributory provident fund -
Associate of Management Company
Re-Invest of units : 9,952 (2022: Nil) 816,641 -
Dividend Paid - 505,383
BRR Guardian Modaraba
(Connected person due to group Company)
Issue of units: 3,700 (2022: Nil) 349,664 -
Re-Invest of units : 35,882 (2022: Nil) 2,944,365 -
Dividend Paid 1,548,391 2,778,746
Refund of capital units 562 : (2022: Nil) 46,172 -
First Dawood In Bank Limited-Employees Contributory Provident Fund -
Employee Benefit Fund of Group Company
Issue of units: Nil (2022: 29,377) - 2,500,000
Redemption of 20,001 units: (2022: 88,388) 1,700,000 7,800,000
Re-Invest of units : 43,345 (2022: 25,027) 3,556,736 2,043,439
Refund of capital units Nil : (2022: 1,293) - 105,599
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BRR Investments Limited
(Connected person due to group company)

Issue of units: 662,700 (2022: 177,572)
Redemption of 632,589 units: (2022: 177,572)
Re-Invest of units : 2,144 (2022: Nil)

Refund of capital units 2,364 : (2022: Nil)

BRR Financial Services (Private) Limited
(Connected Person due to Group Company)

Issue of units: 29,741 (2022: Nil)
Redemption of 1,778 units: (2022: Nil)
Re-Invest of units : 7,608 (2022: 2,570)
Refund of capital units 866 : (2022: Nil)

LADIESFUND Energy (Private) Limited
(Connected Person due to Group Company)
Issue of units: 664,836 (2022: Nil)

Re-Invest of units : 408 (2022: Nil)

Refund of capital units 107,388 : (2022: Nil)
Directors and Key Management Personnel
of the Management Company

Issue of 1,050,720 units: (2022: 2,676,744)
Redemption of units: 1,740,659 (2022: 1,549,382)
Re-Invest of units : 644 (2022: Nil)

Refund of capital units 169,473 : (2022: Nil)

Dawood family takaful limited balance fund
Purchase of K electric limited sukuks
Sales of GOP ijarah sukuks

Dawood family takaful limited PTF individuals
Purchase of K electric limited sukuks
Sales of GOP ijarah sukuks

Dawood family takaful limited income fund
Purchase of K electric limited sukuks

Sales of k-electric limited sukuks

Dawood family takaful limited Group
Sales of GOP ijarah sukuks

Dawood family takaful limited aggressive fund
Sales of GOP ijarah sukuks

56,081,901

15,000,000

54,000,000

15,619,053

175,889

193,969

2,500,000

150,000

642,287

209,874

71,036

63,365,940

33,511

8,811,930

100,143,665

223,906,931

165,723,970

139,026,533

52,885

13,906,413

54,284,370

109,673,590

43,485,940

27,166,853

38,050,197

67,594,838

16,098,876

10,061,797
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19.2 Balance as at year ended

786 In Limited - Management C

PErty

Remuneration payable to the management company

Sales tax payable on management company's remuneration
Accounting and operational charges

FED payable on management company's remuneration

Units held: 2,495,416 (June 2022: 2,312,993)

Digital Custodian Company Limited
(formerly MCB Financial Services Limited) - Trustee

Remuneration payable to the Trustee

Sales tax payable on Trustee fee

Dawood Family Takaful Limited

(Connected Person due to Group Company)

Units held: Nil (June 2022: 597,284)

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

Units held: 71,291 (June 2022: 61,339)

BRR Guardian Modaraba
(Connected person due to group Company)

Units held: 436,920 (June 2022: 396,776)

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

Units held: 310,495 (June 2022: 287,151)

BRR Investment (Pvt) Ltd

(Connected Person due to Group Company)
Units held: 34,619 (June 2022: Nil Units)
BRR Financial Services (Private) Limited
(Connected Person due to Group Company)
Units held: 68,975 (June 2022: 32,538)
LADIESFUND Energy (Private) Limited

(Connected Person due to Group Company)
Units held: 772,632 (June 2022: Nil)

Directors and key management personnel
of the Management Company

Units held: 1,219,318 (June 2022: 1,739,139)

market rates.

@

2023 2022
Note  ------ Rupees - - - - - -

9 1,212,282 898,448
9 178,081 137,283
9 883,552 878,866
6,513,679 6,513,679
205,640,238 189,007,617
10 121,228 89,845
10 15,760 11,680
- 48,807,398
5,874,892 5,012,342
36,005,353 32,422,753
25,587,055 23,464,727

2,852,873 -
5,684,041 2,658,881

63,670,447 -
100,480,554 142,114,783

19.3 The transactions with related parties/connected persons are in the normal course of business at contracted rates and terms, determined in accordance with



786 Smart Fund

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2023

As at June 30, 2023

Financial asset at fair
At amortized cost  value through other Total
comprehensive income

----------------- Rupees ----------——-----
20 FINANCIAL INSTRUMENTS BY CATEGORY
Financial assets
Balances with banks 72,439,135 - 72,439,135
Investments - 635,574,526 635,574,526
Accrued income/profit 24,705,927 - 24,705,927
Security deposits 150,000 - 150,000
97,295,062 635,574,526 732,869,588
Financial liabilities
Payable to 786 Investments Limited -
Management Company 2,095,834 - 2,095,834
Payable to Digital Custodian Company Limited - Trustee
121,228 - 121,228
Payable to Securities and Exchange
Commission of Pakistan 176,710 - 176,710
Unclaimed dividend 2,023,960 - 2,023,960
Accrued expenses and other liabilities 662,540 - 662,540
5,080,272 - 5,080,272

As at June 30, 2022

Financial asset at fair
At amortized cost value through other Total
comprehensive income

————————————————— Rupees - - - - - ------------
Financial assets
Balances with banks 298,014,919 - 298,014,919
Investments 253,795,241 40,768,787 294,564,028
Accrued income/profit 7,987,185 - 7,987,185
Security deposits 150,000 - 150,000
559,947,345 40,768,787 600,716,132

Financial liabilities

Payable to 786 Investments Limited -

Management Company 1,777,314 - 1,777,314
Payable to Digital Custodian Company Limited - Trustee

89,845 - 89,845

Payable to Securities and Exchange Commission
of Pakistan 175,773 - 175,773
Unclaimed dividend 2,125,770 - 2,125,770
Accrued expenses and other liabilities 540,100 - 540,100
4,708,802 - 4,708,802
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RISK MANAGEMENT FRAMEWORK

21.1 Risk management framework

The Fund's activities expose it to a variety of financial risks, market risk, credit risk and liquidity risk.
The Fund's Board of Directors has an overall responsibility for the establishment and oversight of the Fund's risk management framework.

Risk is inherent in the Fund's activities, but it is managed through monitoring and controlling activities which are primarily set up to be performed based
on limits established by the Management Company, the Fund's constitutive documents and the regulations and directives of the SECP. The policies are
established to identify and analyse the risks faced by the Fund, to set appropriate risk limits and controls and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to reflect changes in market conditions and the Fund's activities.

The audit committee oversees how management monitors compliance with the Fund's risk management policies and procedures and reviews the adequacy
of the risk management framework in relation to the risks faced by the Fund. The audit committee is assisted in its oversight role by the internal audit. The
Internal audit undertakes regular reviews of risk management controls and procedures and the results of which are reported to the audit committee.

Asset purchases and sales are determined by the Fund’s Investment Manager, who has been authorised to manage the distribution of the assets to achieve
the Fund’s investment objectives. Compliance with the target asset allocations and the composition of the portfolio is monitored by the Investment Committee.
In instances where the portfolio has diverged from target asset allocations, the Fund’s Investment Manager is obliged to take actions to rebalance the portfolio
in line with the established targets within prescribed time limits.

21.2 Market Risk

Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate as a result of changes in market prices.

The Management Company manages the market risk by monitoring exposure on marketable securities by following internal risk management policies and
investment guidelines approved by the Investment Committee and the regulations laid down by SECP.

21.2.1Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate as a result of changes in foreign exchange rates.
At present, the Fund is not exposed to currency risk as all the transactions are carried out in Pakistani Rupees.

21.2.2 Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate as a result of changes in market interest rates.

As of June 30, 2022, the Fund is exposed to such risk in respect of bank balances and investment in debt securities. The bank balances are subject to interest
rates as declared by the respective banks on periodic basis. Debt securities are subject to floating interest rates other than Government securities which are
subject to fixed interest rates. The sensitivity of the income or loss for the year is the effect of the assumed changes in interest rates on:

- the net interest income for one year, based on the floating rate financial assets held at the year end; and

- changes in fair value of investments for the year, based on revaluing fixed rate financial assets at the year end.

The following table demonstrates the sensitivity of Fund's income/(loss) for the year to a reasonably possible change in interest rates, with all other variables
held constant. In practice, the actual results may differ from the sensitivity analysis.

Effect on Income

2023 2022
Change in Basis Point e Rupees---------—
+100 70,801,366 59,257,895
- 100 (70,801,366) (59,257,895)

Yield/interest rate sensitivity position for on balance sheet financial instruments is based on the earlier of contractual repricing or maturity date and for off-
balance sheet instruments is based on the settlement date.

®
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--------------------------- June 30,2023 - - - - - - -~ - oo
Exposed to Yield / interest rate risk
Yield / Up toThree More than three More than one Not exposed to
Effective months months and up to year Yield / interest rate Total
Interest Rate (%) one year risk
------------------------- (Rupees) - - === ===~~~ -« -
On-Balance Sheet
Financial Assets
Balance with banks 72,439,135 - - 72,439,135
Investments - 635,574,526 - 635,574,526
Accrued income / profit - - 24,705,927 24,705,927
Security Deposite - - 150,000 150,000
72,439,135 - 635,574,526 24,855,927 732,869,588
Financial Liabilities
Payable to 786 Investments Limited - Management
Company - - - 2,273,915 2,273,915
Payable to Digital Custodian Company Limited -
Trustee - - - 136,988 136,988
Payable to Securities and Exchange Commission of
Pakistan - - - 176,710 176,710
Unclaimed dividend - - - 2,023,960 2,023,960
Accrued expenses and other liabilities - - - 7,187,839 7,187,839
On-Balane Sheet Gap - - - 11,799,412 11,799,412
There is no off-balance sheet financial instrument that exist as at year end June 30, 2023.
--------------------------- June 30,2023 - - - - - - - - - e
Exposed to Yield / interest rate risk
Yield / Up toThree More than three More than one Not exposed to
Effective months months and up to year Yield / interest rate Total
Interest Rate (%) one year risk
————————————————————————— [

On-Balance Sheet
Financial Assets
Balance with banks 298,014,919 - - - 298,014,919
Investments - - 294,564,028 - 294,564,028
Accrued income / profit - - - 7,987,185 7,987,185
Security Deposite - - - 150,000 150,000

298,014,919 - 294,564,028 8,137,185 600,716,132
Financial Liabilities
Payable to 786 Investments Limited - Management
Company - - - 2,273,915 2,273,915
Payable to Digital Custodian Company Limited -
Trustee - - - 136,988 136,988
Payable to Securities and Exchange Commission of
Pakistan - - - 176,710 176,710
Unclaimed dividend - - - 2,023,960 2,023,960
Accrued expenses and other liabilities - - - 7,187,839 7,187,839
On-Balane Sheet Gap - - - 11,799,412 11,799,412
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21.2.3Price risk

Price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate as a result of changes in market prices (other than
those arising from interest rate risk or currency risk) whether those changes are caused by factors specific to the individual financial instrument or its
issuer, or factors affecting all similar financial instruments traded in the market. At present, the Fund is not exposed to price risk.

21.3 Credit Risk

Credit risk represent the risk of a loss if the counter parties fail to perform as contracted. The Fund's credit risk is primarily attributable to its investments
and balances with banks. The Fund does not foresee any credit risk with respect to GOP Ijarah Sukuks since these are securities issued by State Bank of
Pakistan on behalf of the Government of Pakistan. The credit risk on other financial assets is limited because the counter parties are mainly companies/
financial institution with reasonably high credit ratings. In addition, the internal risk management policies and investment guidelines (approved by investment
committee) require the Fund to invest in debt securities that have been rate as investment grade by a well known rating agency.

21.3.1The analysis below summarises the credit rating quality of the Fund's financial assets as at June 30, 2023.

i Latest published ratin,
Name of Bank Rating )4 4 Percentage of bank
agency Short term Long term balance
Bank Islami Pakistan Limited PACRA Al A+ 0.01%
Dubai Islamic Bank Limited JCR-VIS Al+ AA 99.99%
Sukuks other than GOP ijarah sukuks
Name of issuer/issue date Rating Latestpu{zltshed rating of the Percentage of Sukuks
agency instrument
Agha Steel Industries Limited JCR-VIS A+ 9.23%
Abhi Private Ltd Sukuk PACRA AA 2.15%
Dubai Islamic Bank Limited JCR-VIS A+ 7.33%
Hub Power Company Limited PACRA AA+ 21.41%
Lucky Electric Power Company Ltd. ST - Sukuk 7 PACRA AA 13.61%
Nishat Mills Ltd - Sukuk (09-5-23) PACRA AA 18.85%
K-Electric Company Limited - Sukuk (23-11-22) PACRA AA 27.43%

Concentration of credit risk

Concentration of risk exists arise when a number of financial instruments or contracts are entered into with the same counterparty, or where a number of
counterparties are engaged in similar business activities, or activities in the same geographic region, or have similar economic features that would cause
their ability to meet contractual obligations to be similarly effect by changes in economic, political or other conditions. The Fund’s portfolio of the financial
instruments is mainly held with various banks, securities issued by State Bank of Pakistan on behalf of the Government of Pakistan and certain privately
placed sukuks.

21.32Liquidity Risk

Liquidity risk is defined as the risk that the Fund will encounter difficulty in meeting obligations associated with financial liabilities. Liquidity risk arises
because of the possibility that the Fund could be required to pay its liabilities earlier than expected. The Fund is exposed to cash redemptions of its redeemable
units on a regular basis. Units are redeemable at the unit holder’s option based on the Fund’s net asset value per unit at the time of redemption calculated in
accordance with the Fund’s constitutive documents.

The table below summaries the maturity profile of the Fund's financial instruments. The analysis into relevant maturity groupings is based on the remaining

period at the end of the reporting period to the contractual maturity date. However, for equity securities at fair value through income statement, the period
in which those assets are assumed to mature is taken as the expected date on which these assets will be realized.

®
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Within 1 Month 1103 Months 2" 12 1105 Years = Morethan s Total
Months years
2023
------------------------- (Rupees) - - - === === cccceecccee -

Financial Liabilities
Payable to 786 Investments Limited -

Management Company 2,095,834 - - - - 2,095,834
Payable to Digital Custodian Company Limited -
Trustee 121,228 - - - - 121,228
Payable to Securities and Exchange

Commission of Pakistan - 176,710 - - - 176,710
Unclaimed dividend 2,023,960 - - - - 2,023,960
Accrued expenses and other liabilities 662,540 - - - - 662,540

4,903,562 176,710 - - - 5,080,272
Within 1 Month 1 to 3 Months 3012 1to 5 Years More than 3 Total
Months years
2022
————————————————————————— (Rupees) - - ---------------------

Financial Liabilities
Payable to 786 Investments Limited -

Management Company 1,777,314 - - - - 1,777,314
Payable to Digital Custodian Company Limited -
Trustee 89,845 - - - - 89,845
Payable to Securities and Exchange

Commission of Pakistan - 175,773 - - - 175,773
Unclaimed dividend 2,125,770 - - - - 2,125,770
Accrued expenses and other liabilities 540,100 - - - - 540,100

4,533,029 175,773 - - - 4,708,802

UNIT HOLDERS' FUND RISK MANAGEMENT

The Unit Holders' Fund is represented by redeemable units. The unit holders of the Fund are entitled to distributions and to payment of a proportionate share
based on the Fund's net asset value per unit as of the close of the business day less any back end load, provision for transaction cost and any provision for
duty and charge, if applicable. The relevant movements are shown on the 'Statement of Movement in Unit holder's Fund.

The Fund has no restrictions or specific capital requirements on the subscription and redemption of units.

The Fund’s objective when managing unit holders’ fund is to safeguard the Fund’s ability to continue as a going concern in order to seek maximum preservation
of unit holders’ fund and an optimum rate of return by investing in avenues having good credit rating and liquidity and to maintain a strong capital base to

support the development of the investment activities of the Fund.

In accordance with the risk management policies, the Fund endeavors to invest the subscriptions received in appropriate investments while maintaining
sufficient liquidity to meet redemption requests, such liquidity being augmented by short-term borrowings or disposal of investments where necessary.

The Fund meets the requirements of sub-regulation 54(3a) which requires that the minimum size of an Open End Scheme shall be one hundred million rupees
at all times during the life of the scheme.

FAIR VALUE OF FINANCIAL INSTRUMENTS

"Fair Value Measurement" defines fair value as the price that would be received to sale an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date.

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.



786 Smart Fund

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2023

The fair value of financial assets and liabilities traded in active market are based on the quoted market price at the close of trading on the period end date.
The estimated fair value of all other financial assets and liabilities is considered not significantly different from the carrying values as the items are either
short-term in nature or periodically repriced.
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 PKRYV 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.

23.1 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 (unadjusted) in active markets for identical assets or liabilities;

Level 2: 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); and

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

The following table shows the carrying amounts and fair values of financial assets and financial liabilities, including their levels in the fair value hierarchy.

30-Jun-23
Carrying amount Fair value
At amortised
cost FvTOCI Total Level 1 Level 2 Level 3
Note Rupees
Financial assets measured
at fair value
Investments
Unlisted - Sukuk certificates 23.1.1 - 635,574,526 635,574,526 635,574,526 - -
- 635,574,526 635,574,526 635,574,526 - -

Financial assets not measured
at fair value 23.1.2
Balances with banks 72,439,135 - 72,439,135
Commerical Paper - - -
Accrued income/profit 24,705,927 - 24,705,927
Security deposits 150,000 - 150,000

97,295,062 - 97,295,062
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Carrying amount

At amortised

cost Fvrocl Total
Note Rupee:
Financial liabilities not measured
at fair value 24.1.2
Payable to 786 Investments Limited - Management Company 2,095,834 - 2,095,834
Payable to Digital Custodian Company Limited - Trustee 121,228 - 121,228
Payable to Securities and Exchange Commission of Pakistan 176,710 - 176,710
Unclaimed dividend 2,023,960 - 2,023,960
Accrued expenses and other liabilities 662,540 - 662,540
5,080,272 - 5,080,272
30-Jun-22
Carrying amount Fair value
At amortised
cost FvTOoCt Total Level 1 Level 2 Level 3
Ri. >
'
Financial assets measured
at fair value
Investments
Unlisted - Sukuk certificates - 40,768,787 40,768,787 40,768,787 - -
- 40,768,787 40,768,787 40,768,787 - -
Financial assets not measured
at fair value
Balances with banks 298,014,919 - 298,014,919
Commerical Paper 253,795,241 - 253,795,241
Accrued income/profit 7,987,185 - 7,987,185
Security deposits 150,000 - 150,000
559,947,345 - 559,947,345
Carrying amount
At amortised
cost FYTOCI Total
Rupee:
Financial liabilities not measured
at fair value
Payable to 786 Investments Limited - Management Company 1,777,314 - 1,777,314
Payable to Digital Custodian Company Limited - Trustee 89,845 - 89,845
Payable to Securities and Exchange Commission of Pakistan 175,773 - 175,773
Unclaimed dividend 2,125,770 - 2,125,770
Accrued expenses and other liabilities 540,100 - 540,100
4,708,802 - 4,708,802
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23.1.1 Investment in sukuks are valued on the basis of the rates announced by the Mutual Funds Association of Pakistan (MUFAP) in accordance with the methodology
prescribed by the Securities and Exchange Commission of Pakistan (SECP).

23.1.2 The Fund has not disclosed the fair values for these financial assets, as these are either short term in nature or repriced periodically. Therefore, their carrying
amounts are a reasonable approximation of fair value.

24 SUPPLEMENTARY NON FINANCIAL INFORMATION

As at 30 June 2023 As at 30 June 2022
Number of Unit Investment Percentage Number of Unit Investment Percentage
Holders Amount Investment Holders Amount Investment
Rupees Rupees
Individuals 714 95,288,021 13.21% 656 114,969,238 19.51%
Associated Companies & Directors 8 355,860,299 49.35% 9 443,465,492 75.25%
Insurance Companies 2 100,213,299 13.90% 3 4,300,501 0.73%
Retirement Funds 5 7,985,660 1.11% 5 3,364,786 0.57%
Others 25 161,722,897 22.43% 18 23,233,051 3.94%
754 721,070,176 100.00% 691 589,333,068 100.00%
24.2 Details of Investment Committee
Name of Member Designation Qualification Experience
Ms. Tara Uzra Dawood Chief Executive Officer Doctorate of Juridical Science 19 years
Mr. Noman Shakir Chief Financial Officer and Company Secretary ACMA 13 years
Mr. Muhammad Abbas Fund Manager MBA Finance 23 years
Mr. Muhammad Ali Head of Compliance MA Economic 2 years

24.3 Details of Fund Manager
Mr. Muhammad Abbas is fund manager of 786 smart fund.

25 Details of Board of Director's meetings

Name of Director September 26, October 28, February 27, April 11,
2022 2022 2023 2023

Mr. Ahmed Salman Munir Present Present Present Present
Miss Tara Uzra Dawood Present Present Present Present
Syed Shabahat Hussain Present Present Present Present
Mr. Naveed Ahmed Present Present Present Present
Syed Musharaf Ali Present Present Present Present
Mr. Igbal Shafiq Present Present Present Present
Mr. Ahmer Zia Sarwar* Present Present Present Present

* Mr. Ahmer Zia Sarwar's SECP approval was obtained on August 22, 2022.
26 GENERAL

Figures have been rounded off to the nearest rupee.
27 DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorized for issue by the board of directors of the Management Company on 27 September 2023.

For 786 Investments Limited.
(Management Company)

Chief Finicial Officer Chief Executive Officer Director

®
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PERFOMANCE TABLE / KEY FINANCIAL DATA

Year
2023 | 2022 | 2021 | 2020 | 2019 2018

Net Assets (Rs in million) 721.07 589.33 746.11 626.50 445.69 334.72
Net Asset Value per Units (Rs.) 82.41 81.72 81.18 81.00 80.43 88.31
Offer Price per Unit 83.23 82.54 81.99 81.81 81.23 89.19
Redemption Price per Unit 82.41 81.72 81.18 81.00 80.43 88.31
Number of Units 8,750,090 7,212,002 9,190,455 7,734,563 5,541,116 3,790,392
Net Profit for the year (Rs in million) 142.86 87.59 31.35 50.32 50.43 35.11
Income Distribution (Rs in million)

Final 91.57 41.95 31.29 49.34 80.54 -

Interim - - - - - -
Average Annual Return (%) 17.14%| 10.42% 5.12% 10.93%| 11.12% 11.89%




786 Smart Fund
PROXY ISSUED BY THE FUND
The proxy voting policy of Fund, duly approved by Board of Directors of the Management Company, is available
on the website of 786 Investments Limited i.e. http://www.786investments.com A detailed information regarding
actual proxies voted by the Management Company in respect of the fund is also available without charge, upon
request, to all unit holders.
The details of summarized proxies voted are as follows:

Resolutions For Against Abstain

Number (%ages) NIL NIL NIL
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Managed By:
786 Investments Limited

G-3, B.R.R. Tower, Hassan Ali Street,

Off I.I. Chundrigar Road, Karachi - 74000 Pakistan
Tel: (92-21) 32603751-54

Email: info@786investments.com

Website: www.786investments.com
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