DIRECTORS’ REPORT

The Board of Directors of Atlas Asset Management Limited (AAML) take pleasure in presenting the audited
financial statements of the Company for the year ended June 30, 2019 together with the Auditors’ Report
thereon.

I Funds under Management

The aggregate Assets under Management (AUM) of Rs. 30.86 billion as on June 30, 2018 has recorded an
decrease of 16.69% to close at Rs.25.71 billion as on June 30, 2019, against overall industry AUM (adjusted
for Fund of Funds Schemes) decrease of 11 .24%, from Rs. 610.07 billion as on June 30, 2018 to Rs. 541.46
billion as on June 30, 2019,

A comparison of AUM base of funds under AAML management as at June 2019 vs. June 2018 is given below:

AUM AUM foe/®ee) | tneDec)
S. No. Fund 30.06.2019 | 30062018 | 3062018 | °ver30:6.2018
Rs.in million %
1. Atlas Income Fund 2,988 6,736 -3,748 -56%
2. Atlas Money Market Fund 10,240 13,161 -2,921 -22%
3. Atlas Stock Market Fund 5,044 5,375 -331 -6%
4. Allas Islamic Income Fund 1,392 872 520 60%
5. Atlas Islamic Stock Fund 1,205 2,262 -1,057 -47%
6. Atlas Sovereign Fund 2,301 358 1,943 543%
7. Atlas Islamic Dedicated Stock Fund 257 - 257 100%
8. Atlas Aggressive Allocation Islamic Plan 1 - 1 100%
9. Atlas Moderate Allocation Islamic Plan 1 - 1 100%
10. Atlas Conservative Allocation Islamic Plan 2 - 2 100%
11. Atlas Islamic Capital Preservation Plan 8 - 8 100%
12. Atlas Pension Fund 1,121 1,036 85 8%
13. Atlas Pension Islamic Fund 1,145 1,061 84 8%
Total 25,706 30,862 -5,155 -17%
IL. Company Operations
The financial results of operations of AAML are summarized as under:
2019 2018
Period ended June 30 Rupees Rupees
Gross Revenue (including Investment Income) 273,611,172 313,642,871
Income from operations 65,950,919 94,742,692
Profit before taxation 63,373,477 102,198,306
Profit/(Loss) after taxation 33.898.746 65.514.125
Other Comprehensive Income (OCI) including unrealized (loss)
on re-measurement of investment at fair value through OCI (23.624,797) (10,796,040)
Comprehensive Income 10,273,949 54,718,085
Earnings per share 1.36 2.62
Comprehensive Earning per share 0.41 2.19
Shareholders’ Equity 726,200,957 715,927,008
Book value per share 29.05 28.64
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B4R shpe s@ 41,910.90 as on June 29, 2018 declined to 33,901.58 at June 28, 2019
dedline of 19.11% dufing the period under review. Thus market values of investment categorized
gh profit and loss” resulted in unrealized loss of Rs.17,376,077 in ASMF and Rs.746 in
,ihﬁ’l market values of investments as ‘fair value through other comprehensive income’ in




Atlas Pension Equity sub-fund declined by 14,219,560 and Atlas Pension Islamic Equity sub-fund declined by
Rs.19,350,620. The Operating profit of AAML stood at Rs.65.95 million.

1. Investment Advisory Services

AAML received the license to carry out Investment Advisory Services w.e.f. November 14, 2018 by the
Securities and Exchange Commission of Pakistan (SECP).

1V. Launch of Atlas Islamic Fund of Funds (AIFOF) and Atlas Istamic Dedicated Stock Fund
(AIDSF)

AAML has Jaunched two Shariah compliant funds during the nine months period, namely AIFOF and AIDSF
under the guidance of Shariah Advisor Dr. Mufti Muhammad Wasie Fasih Butt, subject to all approvals by the
SECP. The objective of AIFOF is to earn potentially high returns through investment as per respective
Allocation Plans by investing in Shariah Compliant Fixed Income Schemes and Equity based Collective
Investment Schemes. The Initial Public Offering (IPO) of the plans under AIFOF namely Atlas Aggressive
Allocation Islamic Plan, Atlas Moderate Allocation Islamic Plan, Atlas Conservative Allocation Islamic Plan
was on January 7, 2019 (one day only) while the subscription period for Atlas Islamic Capital Preservation Plan
is from January 7, 2019 till February 28, 2019. AIDSF will serve as the underlying fund for investments of
AIFOF. IPO for AIDSF was on January 10, 2019 (one day only).

V. Conversion to Atlas Sovereign Fund (ASF) (Formerly Atlas Sovereign Liquid Fund)

The Management Company of Atlas Sovereign Liquid Fund has changed the name of Fund from Atlas
Sovereign Liquid Fund (ASLF) to Atlas Sovereign Fund (ASF) & has also changed the category of Scheme
from Money Market Scheme to Income Scheme, with the approval of SECP, with effect from January 2,2019.

VL Interim distribution of Atlas Money Market Fund (AMF), Atlas Sovereign Fund (ASF), Atlas
Income Fund (AIF) and Atlas Islamic Income Fund (AIIF), with delegation of authority to the
Investment Committee :

AAML announced interim distributions, with delegation of authority to the Investment Committee for AMF,
ASF, AIF and AIIF on January 18, 2019 and June 27, 2019, whereas, for AMF also on February 15, 2019,
March 15, 2019, April 15,2019, May 15, 2019 and June 27, 2019.

VIL Board of Directors

The Board of Directors of AAML include: Mr. Yusuf H. Shirazi, Chairman, Mr. Frahim Ali Khan, Director,
Mr. M. Habib-ur-Rahman, Director, Mr. Tariq Amin, Independent Director, Mr. Ali H. Shirazi, Director, Ms
Zehra Naqvi, Independent Director and Mr. Muhammad Abdul Samad, Chief Executive Officer.

VIII. Company Performance FY 2018-19:

The financial year 2018-2019 was a successful year as compared to the previous years in many aspects, major
events are as follows:

e PACRA has maintained AAML rating of 'AM2+' dated June 28, 2019;
*  Cost Control — the actual cost for FY 2018-19 is Rs.210.24 mn;

*  The system of internal control is sound in design and has been effectively implemented and monitored;
* Introduction of new business line-Investment Advisory Service;

¢ Launch of new Shariah Compliant Fund of Funds and Dedicated Eetritred True Copy

¢ Further strengthening of Compliance and Internal Audit departments; an
» Focus on training and development of staff specifically related to AML/C

regulatory requirements.
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IX. Challenges in FY 2019-20

AAML’s performance may be altered due to:
¢ Macro-economic challenge low GDP — from 2% to 3% ;
¢ Equity Market Underperformance - may remain trade at low multiple for extended period of time;
¢ Decrease in AUM Size due to under achieving sales targets; and
e High turnover of sales staff,

X. Tax Issues relating to Mutual Funds and Pension Funds during the year 2018-19:

1. Workers’ Welfare Fund (WWF): The Honorable Supreme Court of Pakistan (SCP) decided on
November 10, 2016 that the imposition of Workers Welfare Fund by the Federal Government on
service sector through money bill was unlawful. FBR has filed review petition with SCP that is
pending. Soon after the case was decided, MUFAP decided to add back the provision for WWF by the
funds on January 12, 2017.

2. Federal Excise Duty (FED): The Honorable Sindh High Court decided that the imposition of FED

on service sector was unconstitutional. Federal Government has filed appeal in SCP. As the decision
is pending at SCP, mutual funds have retained the provision for FED. However, with effect from 01
July 2016, FED on services provided or rendered by non-banking financial institutions dealing in
services which are subject to provincial sales tax has been withdrawn by the Finance Act, 2016.

3. Sindh Workers” Welfare Fund (SWWF): Levy of WWF has become provincial subject and as Sindh
Government has imposed SWWF on industrial, service sectors and financial institutions. Sindh
Revenue Board has demanded SWWF from mutual funds claiming that these are “financial
institutions”. According to legal and tax advisors’ interpretations, obtained by MUFAP, mutual funds
do not fall under the definition of “financial institutions”. The Companies Act 2017 has also excluded
mutual funds from the definition of financial institutions. However, asset management companies are
included in the definition of financial institutions. Nevertheless, as abundant precaution mutual funds
have decided to provide for SWWF from the date of enactment (May 21, 2015) of Sindh Workers
Welfare Fund Act, 2014.

4. Till June 30, 2015, mutual funds were not required to obtain exemption certificates for withholding
tax from Commissioner of Income Tax on the strength of clause 99 of Part 1 of second schedule and
clause 47(B) of Part IV of Second Schedule both of Income Tax Ordinance. This matter is pending at
Supreme Court.

5. As from July 1, 2015, the Government has imposed 8% withholding tax on gross revenue of service
companies under section 153 of the Income Tax Ordinance that is deemed to be the minimum tax.
This is an exorbitantly high rate of tax and is payable even where the net operational income is low or
even if there is operational loss. Such high rate of tax on asset management companies (AMCs) will
discourage them or curtail their capability to incur distribution and promotional expenses that is
required to promote mutual funds among retail investors.

The Honorable Supreme Court in its decision dated June 27, 2018 in a Civil Appeal No.1171 of 2013
filed against levy of Custom Duty by some importers that the suits which are already pending or shall
be filed in future, must only be maintained / entertained on the condition that a minimum of 50% of
the tax calculated by the tax authorities is deposited with the authorities. In pursuance of said Supreme
Court order, SHC issued notices of hearing for cases of tax related matters and held that Plaintiffs are
directed to deposit 50% of amount claimed by the tax department, if the deposits are not made within
time, the suits stand dismissed as not maintainable. Meanwhile, SHC is dismissing the cases one by
one taking the plea that Funds / shareholders have failed to deposit 50% of tax within stipulated time.

XI. Pattern of Shareholdings

There is no change in the authorized, as well as issued, subscribed an 1 %f@atf ??Pi?éo which
continue to stand at Rs.500 million and Rs.250 million respectively. AAML1s awholly owned Subdidiary of
Shirazi Investments (Private) Limited. The pattern of shareholdings is tabula
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. Total No. of

No. of sharcholders Shareholdings Shares Held
1 Shirazi Investments (Private) Limited (SIL) 24,999,994
6 Directors of SIL as nominee holding 6
Total 25,000,000

XIL Future Qutlook

The focus of AAML in future will remain on the following: (1) Growth of Investment Advisory Business; (2)
Further increasing Non—Group share and retail clients base in AUM; (3) Shariah Compliant Category —
targeting clients to get higher share; (4) Competitive Fund Performance in all categories — on year on year basis
to achieve the target of strong long- term performance; (5) Focused Marketing activities; (6) Cost Control and
fiscal discipline; (7) IT & Customer Services; (8) Regulatory Compliance; and (9)Training and development.

AAML shall continue its efforts towards professional development Risk management, compliance and internal
audit has been strengthened to successfully overcome the challenges of changes in regulatory regime.

XIII. Asset Manager Rating

The Pakistan Credit Rating Agency Limited — PACRA, maintained the asset manager rating of the Management
Company at AM2+ (AM Two plus). The rating denotes AAML’s very strong capacity to manage the risks
inherent in asset management and meets very high investment management industry standards and benchmarks.

XIV. Appointment of Auditors

The Audit Committee of the Board of Directors, in their meeting held on September 24, 2019, recommended
to the Board, and the Board recommended to the members, the appointment of M/s. Shinewing Hameed
Chaudhri & Co.,Chartered Accountants, Karachi, as external auditors of Atlas Asset Management Limited, for
the financial year ending June 30, 2020. The reason for change is due to request of significant increase in
remuneration by the previous external auditor. The appointment will be considered in the upcoming Annual
General Meeting of the members scheduled in October 25, 2019.

XV. Acknowledgement

The Board of Directors thanks the Securities and Exchange Commission of Pakistan, and the Group Executive
Committee for their valuable guidance, support and assistance. The Board also thanks the management team
and all the employees of the Company for their dedication and hard work, the unit holders for their confidence
in the Management Company, and the participants of the Pension Funds for their confidence in the Pension
Fund Manager.

For and on behalf of the Board
Muha ad Abdul Samad -ahim Ali Khan

Chief Executive Officer Director

Karachi: September 26, 2019
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
ATLAS ASSET MANAGEMENT LIMITED

Report on the Audit of the Financial Statements
Opinion

We have audited the annexed financial statements of Atlas Asset Management Limited (the
Company), which comprise the statement of financial position as at June 30, 2019, the profit and ioss
account, the statement of comprehensive income, the statement of changes in equity, the statement of
cash flows for the year then ended, and notes to the financial statements, including a summary of
significant accounting policies and other explanatory information, and we state that we have obtained
all the information and explanations which, to the best of our knowledge and belief, were necessary for
the purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us, the
statement of financial position, the statement of profit or loss and other comprehensive income, the
statement of changes in equity and the statement of cash flows together with the notes forming part
thereof conform with the accounting and reporting standards as applicable in Pakistan and give the
information required by the Companies Act, 2017 (XIX of 2017), in the manner so required and
respectively give a true and fair view of the state of the Company's affairs as at June 30, 2019 and of
the profit and other comprehensive income, the changes in equity and its cash flows for the year then
ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in
Pakistan. Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are independent of
the 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.

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 the 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 financia! 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.

Member of
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Auditor’'s Responsibilities for the Audit of the Financial Statements

QOur 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:

. Identify and assess the risks of material misstatement of the financiai 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.

. 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.

+«  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

. 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. Qur 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.

. 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 hoard of directors regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal controf
that we identify during our audit.
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Report on Other Legal and Regulatory Requirements
Based on our audit, we further report that in our opinion:

a} proper hooks of account have been kept by the Company as required by the Companies Act,
2017 (XIX of 2017};

b) the statement of financia!l position, the profit and loss account, the statement of comprehensive
income, the statement of changes in equity and the statement of cash flows together with the
notes thereon have been drawn up in conformity with the Companies Act, 2017 (XIX of 2017}
and are in agreement with the books of account and returns;

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

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

The engagement partner on the audit resulting in this independent auditor’s report is Mr. Naresh
Kumar,
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Place: Karachi
Date: September 30, 2019
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