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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE HALF YEAR ENDED DECEMBER 31, 2023

Dear Investor,
On behalf of the Board of Directors, I am pleased to present MCB DCF Income Fund
accounts review for the Hall Yearended December 31. 2023,

Economy and Money Market Review

The first half of the fiscal year concluded with Pakistan's macros in a considerably better
shape compared to the start of the fiscal year. The government secured a much-needed
Stand-by Arrangement (SBA) facility of USD 3 billion from the IMF in June 23, of
which USD 1.2bn was promptly disbursed. This was followed by additional inflows and
timely rollovers from friendly countries, which led to an upgrade in Pakistan's sovercign
rating by Fitch from CCC- to CCC due to the improved external outlook.

The new caretaker government, after facing speculative pressure on currency, took
decisive steps against smuggling of dollar and abuse of Afghan Transit in September
2023, which spurred a rapid recovery in the exchange rate and reduction of the difference
between open market and interbank rates. This led to improvement in remittances and
export proceeds and helping the rupee to appreciate to PKR 281.9 against the USD by
December end compared to a low of PKR 307,

Country posted a current account deficit (CAD) of USD 0.8 billion i the first half of the
fiscal year 2024 (1HFY24) declining by 77% YoY¥Y compared to a deficit of USD 3.6
billion in the corresponding period last year. Narrowing trade deficit was the major
contributor towards improving CAD as 7.5% increase in exports coupled with a 14.7%
drop i imports led to a 35.2% contraction in the trade deficit. The county’s external
position improved with SBP’s foreign exchange reserves increasing to USD 8.2 billion as
of December 2023 compared to USD 4.4 billion at the end of last fiscal year. This was on
account of flows from the IMF, friendly countries and multilateral sources.

Headline inflation represented by CP1 averaged 28.8% during first halfl of the fiscal year
compared to 25% in the corresponding period last year. Inflation remained on the higher
side as massive currency depreciation in the prior periods led to surge in food and energy
prices. The government also hiked electricity base tariff and gas prices to comply with
the IMF conditions. which led to further inflationary pressures. The SBP maintained
status quo in the monetary policy held on December 12, 2023, The Committee assessed
that the real interest rate continues to be positive on a 12-month forward-looking basis
and inflation is expected to remain on a downward path.

The country’s revised GDP growth recorded at -0.17% in FY23 with Agricultural and
Services sector increasing by 2.3% and 0.1%. respectively, while industrial sector
witnessed a drop of 3.8%. Historic high interest rates coupled with import restrictions
were the major culprits behind the fall in industrial output. GDP grew by 2.13% in the
first quarter of the financial year 2023-24 as compared to 0.96% in the same period last
year. Agriculture, Industry and Services sectors grew by 5.1%, 2.5% and 0.8%
respectively. On the fiscal side, FBR tax collection increased by 30.3% in THFY24 to
PKR 4.468 billion compared to PKR 3,428 billion in the same period last year, outpacing
the target by PKR 43 billion.
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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE HALF YEAR ENDED DECEMBER 31, 2023

FUND PERFORMANCE

During the period under review, the fund generated an annualized return of 20.11% as
against its benchmark return of 23.85%. The WAM of the fund increased to 2.7 years.
The fund allocation remained notably in cash and T-Bills at the end of the period under
review. At period-end, the fund was invested 26.9% in T-Bills, 36.8% in Cash and 6.5%
in GOP ljara Sukuks. The Net Assets ol the Fund as at December 31, 2023 stood at Rs.
12.669 million as compared to Rs. 7,706 million as at June 30, 2023 registering an
increase of 64.40%.

The Net Asset Value (NAV) per unit as at December 31, 2023 was Rs. 1189537 as
compared to opening NAV of Rs. 108.0027 per unit as at June 30, 2023 registering an
increase of Rs, 10.951 per unit.

Economy & Market — Future Outlook

Pakistan GDP is expected to rebound to 3.4% in FY24 after a dismal performance last
year. The industrial and services sector are expected to show growth as import restriction
has been removed., which will help to normalize trade activities, Agriculture growth is
likely to remain on the higher side due to base effect as the heavy floods last year
affected agriculture output. The arrivals of crops have been encouraging with cotton
arrival increasing to 8.2 million bales in 1HFY24 compared to 4.9 million bales in FY23.

Successful resumption of the IMF program is a key positive as it will allow us to tap
funding from bilateral and multilateral sources. We expect SBP reserves to increase to
USD 10.1 billion on the back of flows from friendly countries. IMF and multilateral
agencies, However, our external position still remains precarious as we are unlikely to
1ssue international Eurobond or Sukuk owing to the challenging global conditions. The
proceeds trom FDI and RDA are also likely to remain muted owing to the current
economic challenges. Thus, we would have to ensure a sustainable current account this
year to stave oft external concerns. We expect a CAD of USD 3.1 billion (0.9% of GDP)
in FY24 as policy of consolidation is likely to continue under the IMF umbrella.

The rupee has recovered from its recent low due to the administrative measures by the
government to curb dollar smuggling and hoarding. The remittances and export proceeds
have also recovered, which will help in stabilizing the currency. In addition, the flows
from bilateral and multilateral sources and reserve building will be vital for external
outlook. We expect USD/PKR to close the fiscal year around PKR 306 at an ending
REER of 95.

We expect average FY24 inflation to ease to 24.8% compared to 29.0% in FY23 as the
base effect will come into play. Inflation readings have peaked and inflation is expected
to follow a downward trajectory with headline number falling sharply to 19.0% by June
2024. This coupled with the buildup of forex reserves during the period will allow the
monetary easing cycle to start in the second half of the year. We expect a cumulative
easing of around 4.0% till June 2024, however, its pace and timing would be determined
by trend in FX reserves.
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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE HALF YEAR ENDED DECEMBER 31, 2023

Risks to recovery also continue to remain high as the cushion in Forex reserves continues
to remain low and remain dependent of continued need for rollovers on bilateral loans
and support from multilateral institutions. Country desperately needs political stability for
focus on steering economy through focus on long term policies, Post elections, winning
the support of IMF in the form of another program would be one of biggest challenge for
incumbent government requiring tough measures to address long term vulnerabilities.
Conflict in Middle East, tensions on Palestinian and potential threat of a wider conflict
continue to remain high.

From the capital market perspective particularly equities, the market is trading at cheap
valuations. Market cap to GDP ratio has declined to 9.5%, a discount of 51% from its
historical average of 19.3%. Similarly, Earning Yield minus Risk Free Rate is close to
8. 7%, compared to the historical average of 3.0% signifying a deep discount at which the
market 18 trading. The resolution of challenges on external account will help to unlock
market potential. We believe a micro view of sectors and stocks will remain important
and investment selection should focus on companies, which trade at a deep discount to
their intrinsic value. The market is currently trading at PER of 4.2x, while offering a
dividend yield of 10.6%.

For debt holders, we expect Money Market Funds to continue to seamlessly mirror policy
rates throughout the year. Investors with a mid to long term view can benefit from Bond
and Income Funds where higher duration will create opportunities for capital gains in the
wake of Interest rate outlook. We would continue to monitor the data points and
capitalize on opportunities to add government bonds in Income Funds at attractive rates
to benefit from the expected monetary casing in the near term.

Mutual Fund Industry Review

The Net Assets of the open-end mutual funds industry increased by about 34.1% during
IHFY 24 to PKR 2,097bn. Total money market funds grew by about 15.8% since June
2023, Within the money market sphere, conventional funds showed a growth of 16.6% to
PKR 551 billion while Islamic funds increased by 15.0% to PKR 493 billion. In addition,
the total fixed Income funds increased by about 80.7% since Jun 2023 to PKR 667 billion
while Equity and related funds mcreased by 33.0% to PKR 223 billion,

In terms of the segment share, Money Market funds were the leader with a share of
around 49.8%, followed by Income funds with 31.8% and Equity and Equity related
funds having a share of 10.6% as at the end of December 2023,

Mutual Fund Industry Outlook

Both Bonds and Equities are likely to do well in the next year on the back of cut in
interest rates. During the year, signilicant interest of investors is already visible in
Income Funds while equity fund are likely to see intflows post elections and new IMF
agreement. High interest rates during the period would encourage sustained flows in the
money market funds as they are 1deal for mvestors with a short-term horizon and low risk
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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE HALF YEAR ENDED DECEMBER 31, 2023

profile. Our operations remained scamless and given our competitive edge in digital
access and online customer experience, we are prepared to get benefits of the growing
number of investors available online.
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Commission of Pakistan and the Trustees of the Fund for their confinued cooperation and
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On behalf of Directors,
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Chief Executive Officer Director
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TRUSTEE REFORT TO THE UNIT HOLDERS
MCE DCF INCOME FUND

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

We Central Depository Company of Pakistan Limited, being the Trustee of MCB DCF
Income Fund (the Fund) are of the opinion that MCB lnvestrment Mansgement Limited
being the Management Company of the Fund has in all material respeets managed the
Fond during the six months period ended December 31, 2023 in accordance with the
provisions of the following:

(1) Limitations impased on the investment powers of the Manugement Company
under the constitutive documents ol the Pund;

(1) The pricing, ssusnce and redemption of units are carred oul in accordance with
the requirements of the constitutive documents of the Fund;

(i)  The management fee, fee payable to Commission and other expenses paid from
the Fund during the period are in accordance with the applicable regulatory
framework; and

(v}  The Non-Banking Finance Companies (Establishment and Repgulations) Rules;
2003, the Non-Banking Finance Companies and Motified Entities Regulations,
2008 nnd the constitutive documents of the Fund

\

\\W&ﬁw f

Badiuddin Akber

Chiel Executive Officer

Central Depository Company of Pakistan Limited

Karachi: February 21, 2024
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AUDITOR’S REPORT TO THE UNIT HOLDERS
ON REVIEW OF CONDENSED INTERIM FINANCIAL STATEMENTS

+ YOUSUF ADIL Vousut Ac

INDEPENDENT AUDITOR'S REVIEW REPORT
To the Unit Holders of MCB DCF income Fund

Intraduction

We have reviewsd tha accompanying condensed (nterim statement of assets and fabilities of MCB DCF Income Fund
[the "Fund”} as at December 371, 2023, and the related condensed intenm income statement, the condensed |nterkm
statement of other comprehensive incoma, the condensed interim statement of movement in unit holders’ fund, and the
condensed interim statement of cash flows and notes to the condenged nterim financial information (here-in-after
referred to as the ‘condensed interim financial information’) for the half year then ended The Board of MCB Invasimant
Wanagement Limited (the Managernent Company) is responsible for the preparation and presentation of this condensed
interim financia! information in sccordance with approved sccounting and reparting standards a8 applicable in Pakistan
for interim financial reporting Owr responsibiity is to express a conclusion on this condensed lmedm finencial
Infermation besed on ow feview

Seope of Review

We conducted our revigw in accordance with international Standard on Review Engagements 2410, "Review of Imenm
Financial Information Performed by the Independent Auditor of the Entity”. A review of condensed interim financial
information consists of making Inquiries, primarily of persone responaible for financial and accounting matters, and
applying snalytical and other review procedures. A review is substantially less in soope than an audit conducted In
pccordance with Interational Sianderde on Auditing and conseguently does not enable us 1o obtain assurance that we
wiaiiltl become aware of all signilicant matters that might be |dentified in an sudm. Accordingly, we do not express an
audit opaion

Ceonclusion

Based on out review, nothing hae come 1o our sttention thal causes us 1o belleve that the accompanying conden el
imterim financia! information as at and for the heif yesr ended December 31, 2023 is not preparad, in all matarial respects,
in accordance with approved accounting and reporting standards as apphicable in Pakistan for interim financial reporting

Othar Malter

Thae figures of the condensed interim income statement and the condensed interim statement of other comprehensive
Incame for the quarters ended December 371, 2023 have not been reviewed, as we are only reguired 10 reaew the
cumi|ative figures for the half year ended December 31, 2023

The condensed interm financial information for the half year ended Decamber 31, 2027 and the annual finandal
ststements of the Fund for the year ended June 30, 2073 were audited by anather firm of chanered accountants, whode
review repont dated February 22, 2023 and audit report dated September 22 2023, expressed an unmadified opinion
respactively

The engagement partner on the engagement resufting in this independent avditor's review report is Hena Sadig

. KHrachi
Date: February 21,2024
UDIN: BR20ZI10057IVRENSMS
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CONDENSED INTERIM STATEMENT OF ASSETS AND LIABILITIES
AS AT DECEMBER 31, 2023

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

2023 2023

Note —— (Rupees in 000) ——
ASSETS
Balances with banks 5 7.486,762 3929019
Investments & 12,373,187 7,022,044
Mark-up and other receivables 467 871 142 110
Receivable against sale of invesiments - 1,114,288
Advances, deposits and prepaymenis and other receivable 39,696 86,104
Total assets 20,367,516 12,293,565
LIABILITIES
Payable to MCE Investment Management Limited -
Management Company [ 39,729 26,753
Payable o Central Depository Company of Pakistan Limited - Trustee 87T 512
Payable to the Securities and Exchange Commission of Pakistan (SECP) 775 1,180
Payable against purchase of investments 6.602,909 4,278 664
Accreed and other iabilities g 1,053,995 329 987
Total liabilities 7,698,285 4 587 096
MET ASSETS 12,669,231 7,706,469
UNIT HOLDERS® FUND (AS PER STATEMENT ATTACHED) 12,669,231 7,706,469
CONTINGEMCIES AND COMMITMENTS 10

{Mumber of units) ——
NUMBER OF UNITS IN ISSUE 106,505,543 71,354 369
{Rupees) ————-

MNET ASSET VALUE PER UNIT 118.9537 108.0027

The annexed noles from 1 fo 18 form an integral part of this condensed interim financial information.

For MCB Investment Management Limited
{Management Company)

o .-"f- - .{
g gl S v #
e ,ﬂu,gﬁa.‘ ’Wuaﬂ.ii'ﬂ—

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM INCOME STATEMENT (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2023

Half r ended Quarter ended
December 31, December31, December31, December 31,
2023 2022 2023 2022

Note oo (Rupees in "000) ————
INCOME
Income from government securiles B99.27T7 233214 535,192 152,780
Income from Llerm flinance cadificales 136,698 68,108 68,285 42 BET
Metl lvss on sale of nvestments (42,107} (10.072) {£2.910) [14,1896)
Mark-up oan bank deposits and term deposil receipts 157,659 120,694 T3, 726 38, 202
Income: on Placements 2157 406 - -
Unirealised {loss) § gain in f@ir value of invesimenis

classified as "al fair value through profil or loss” - net G.B [2,422) 1,959 (2,315) 4728

Oither income 2,248 a4 1,040 348
Total income 1,153,510 415,303 659,027 224727
EXPENSES
Remunaralion of MCB Invesimeni Management Limiled -

Managemenl Company T 4,086 38,8972 43,160 20,767
Sindh sales Bx on remuneration of lhe Managemenl Compamy T2 5,631 5,066 5.611 2,689
Allocsted expensos 7.3 4,043 2598 1,986 1,384
Saling and markeling expenses T4 28,977 10,132 10,628 5,398
Remunaration of Ceniral Depository Company of

Pakislan Limided - Tricise 3,704 1.849 2,158 1,039
Sindh sales lax on remunerabion of lhe Trusles 482 253 281 135
Annual fee lo lhe Securibes and Exchange Commissicn of Pakislan 3,704 520 2,158 27
Audilors' remunarabion 54T 428 321 a7
Brokerage, setflement and bank charges 3,845 1,150 2,620 BEG
Legal and professional charges 94 -3 15 14
Others 596 273 436 113
Total operating expenses 129,714 61,422 63,374 32,920
Het income for the period before taxation 1,023,796 353,881 588 853 191,807
Taxation " - - - B
Het income for the period after taxation 1,023,796 353881 589,653 181,807
Allocation of net income for the period:

Mat income for the period afer laxation 1,023,796 353,881

Income: already paid on unils redesmed {111,513) (20 829)

912283 322953
Accounting income available for distribution:
- Ralating ko capital gains - -
- Excluding capilal gains 912,283 323,852
912,283 323 952

Earnings per wnit 13
The annexed notes from 1 lo 18 form an mtegral part of s condensed inlenm Anancial information

For MCB Investment Management Limited
{Management Company)

e
=T "-:--'/r 'r,._,.-"{ P .
o Huaﬁu ’Wmﬂii'ﬂ—

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM STATEMENT OF OTHER COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2023

_ Half year ended Quarter ended
December 31, December 31, December 31, December 31,
2023 2022 2023 2022
{Rupees in '000)
Net income for the period after taxation 1,023,796 353881 589,653 191 807
Other comprehensive income for the penod
Total comprehensive income for the period 1,023,796 353,881 589,653 191,807

The annexed notes from 1 Lo 18 form an integral part of this condensed interim financial information.

For MCB Investment Management Limited
{Management Company)

7
e o,
P ‘Abhv ﬂuafA%mﬂii'ﬂ—

Chief Executive Officer Chief Financial Officer Director

19 MCB DCF INCOME FUND




CONDENSED INTERIM STATEMENT OF MOVEMENT IN UNIT HOLDERS' FUND (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2023

Half year ended Half year ended
December 31, 2023 December 31, 2022
Capital |Undistributed Total Capital | Undistributed Total
value income value Income
(Rupees in "000)
Met assels at the beginning of the period 7,254 636 451,833 7,706,469 4197 230 420085 48617315
Issuance of 58,209 845 unils (2022 18,443,307 units)
- Capital value (al net assol value
per unit al the beginning of the period) 6,286,820 = 6,286,820 || 1,280 066 1.580,066
- Element of income 277,740 - 277,740 67,679 - 67,675
6,564,560 - 6,564,560 2047741 - 2,047,741
Redemption of 23 058, 701 units (2022 9,709 250 unils)
- Capital value (at net assot value
per unit al the beginning of the period) (2,490, 402) - (2,490,402)|| 1.042,381 - 1,042,381
- Elemient of lass (23.679) {111,513) [135,192) 9631 29529 39,560
(2,514,081 (111,513) (2,625594) 1052012 25529 1,081,941
Total comprehensive income for the penod = 1,023,796 1,023,796 - 353,881 353,881
Met assets at the end of the period 11,305,115 1,364,116 12,669,231 5,192 960 T44 037 5,936,957

Undistributed income brought forward comprising of:
- Realised 487 707 413270
- Unrealised 35874 6,815

Undistributed incomeo brought forward 451,833 420,085

Accounting income available for distribution:
- Redating to capital gains - -
- Excluding eapital gains 912 283 323,952

912 283 323,952
Undistributed income carried forward 1,364,116 744 037

Undistributed income carried forward comprising of:

- Reafized income 1,366 538 742078

- Unrealised income {2,422) 1,959
1,364,116 744 037

{Rupees) (Rupees)

Metassel value per unit at the beginning of the pedod 1080027 107.3596
Mei assel value per unilt at the end of the period 118.9537 1147423

The annexed notes from 1 1o 18 form an inegral part of this condensed interim financial information.

For MCB Investment Management Limited
{Management Company)

o .-"f- - .{
g gl S v #
o HmﬁA Wmﬂ-ii'ﬁ—

Chief Executive Officer Chief Financial Officer Director

20 MCB DCF INCOME FUND




CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2023

CASH FLOWS FROM OPERATING ACTIVITIES
Met income for the period before taxation

Adjustments for:

Unrealised (loss) / gain in fair value of invesiments
classified as 'al fair value through profit or loss' - net

Increase in assets

Invesiments - net

Mark-up, dividend and other receivables

Receivable sgainst sale of investments

Advances, deposits and prepayments and other receivable

Increase | (decrease) in liabilities

Payable to MCB Investment Management Limited - Management Company
Payable to Central Depository Company of Pakistan Limited - Trustee
Payable to the Securnties and Exchange Commission of Pakistan (SECP)
Payable against purchase of investments

Accrued and other liabilities

Met cash used in operating activities
CASH FLOWS FROM FINANCING ACTIVITIES

Receipts from issuance of units

Payments on redempbon of units
Met cash generated from financing activities

Met increase | (decrease) in cash and cash equivalents during the period

Cash and cash equivalents at the beginning of the period

Cash and cash eguivalents at the end of the period

6.8

Half year ended
December 31, December 31,
2023 2022
{Rupees in "000) ~———
1,023,796 353 881
2422 {1,959)
1,026,218 351,922
(6,945,691) (036, 442)
(325,761) 1,654
1,114,288 .
46,408 (322 307)
(6,110,756) (1,257 095)
12,976 5,708
365 a5
(405) (346)
2,374,245 (821,364)
724,008 72 058
3,111,189 (743,848)
(1,973,349) (1,649 021)
6,564,560 2047 741
(2,625,594) (1,081,941)
3,938,966 965,800
1,965,617 (683 221)
5,521,145 3,780,064
7,486,762 3,006,843

The annexed notes from 1 to 18 form an integral part of this condensed interim financial mformation.

For MCB Investment Management Limited

{Management Company)

PP o 'y
et fn‘_“‘" T
;_:_J--F';..r’;// i

Chief Executive Officer Chief Financial Officer
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2023

-

LEGAL STATUS AND NATURE OF BUSINESS

11 MCE DCF Income Fund (the Fund) was established under a Trust Deed dated November 20, 2006 executed between Arf
Habib Investments Limited (now MCB Investment Management Limited) as the Management Company and Central
Depository Company of Pakistan Limited as the Trustee. The drafi Trust Deed was approved by the Securities and
Exchange Commission of Pakistan {(SECP) as a Collective Investment Scheme vide its lefter dated on Movember 7, 2006
consequent to which the trust deed was executed on Movember 10, 2006 in accordance with the Asset Management
Companies Rules, 1995 (AMC Rules) repealed by Non-Banking Finance Companies (Establishment and Regulations) Rules,
2003 (NBFC Rules). The Fund are required to be registered under the "Sindh Trusts Act, 2020°. Accordingly, on August 13,
2021 the Trust Deed of the fund had been registered under the Sindh Trust Act.

1.2 The Management Company of the Fund has been licensed to act as an Asset Management Company under the NBFC
Rules through a cerificate of registration issued by SECF. The registered office of the Management Company is situated at
2nd Floor, Adamjee House, |1 Chundrigar Road, Karachi, Pakistan.

13 In Aprd 2023, MCE Bank Limited acquired the entire shareholding of Arf Habib Corporaticn Limited (AHCL) in MCB Anf
Habib Savings and Investments Limited after which the shareholding of MCE Bank Limited has increased from 51.33% 1o
81.42% in the Company and AHCL no longer holds any shares in the Company. Consequently, members of t he Company in
an Extra Ordinary General Meeting (EOGM) heid on July 7, 2023 resolved via special resoluticn that the name of the
Company be changed from MCB Anf Habib Savings and Investments Limited to MCB Investment Management Limited.
Thereafter, the Company applied to SECP, for approval of change of name, which was granted on August 15, 2023 and as
such, the change of name became effective from that date.

1.4 The Fumd iz an open ended mutual fund and has been categonsed as “Income Scheme® and offers units for public
subscription on a continuous basis. The units of the Fund are transferable and can also be redeemed by sumendering to the
Fund. The units are fisted on the Pakistan Stock Exchange Limited.

15 The Fund primarily invests in money market and other instruments which includes corporate debt and govemment securities,
repurchase agreements and spread transactions. The Fund may also invest a porfion of the fund in medium term assets in
order to provide higher retum to the unit holders.

16 The Pakistan Credit Rating Agency (PACRA) Limited has assigned Management quality rating of AM1 dated October 06,
2023 o the Management Company and "AA-(T)" as stability rating dated September B, 2023 to the Fund.

1.7 Titte to the assets of the Fund is held in the name of Central Depository Company of Pakistan Limited (CDC) as Trustee of
the Fund.

%]

STATEMENT OF COMPLIANCE

This condensed interdm financial information have been prepared in accordance with the accounting and reporting standards
as applicable in Pakistan for interim financial reporting. The accounting and reporting standards applicable in Pakistan for
interim financial reporiing comprise of:

International Accounting Standard (IAS) 34, 'Infenm Financial Reporiing’, issued by the International Accounting
Standards Board (IASB) as nofified under the Companies Act, 2017,

- Provisions of and directives issued under the Companies Act, 2017, along with pari VIILA of the repealed Companies
Ordinance, 1984; and

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

Where provisions of and directives issued under the Companies Act, 2017, part VIIlA of the repealed Companies Ordinance
1884, the NBFC Rules, the NBFC Regulations and requirements of the Trust Deed differ from the 1AS 34, the provisions of
and directives issued under the Companies Act, 2017, Part VIllA of the repealed Companies Ordinance 1984, the NBFGC
Rules, the NBFC Regulations and the requirements of the Trust Deed have been followed.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)

FOR THE HALF YEAR ENDED DECEMBER 31, 2023

(7]
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The disclosures mado in this condensed interim financial information are kmited, based on the requirements of the 1AS 34,
This condensed interim financial information does not include all the information and disclosures reguired in a full set of
financial statements and should be read in conjunction with the annual published acdited financial statoments of the Fund for
the year ended June 30, 2023,

In comphanca with Schedule V of the Non-Banking Finance Companies and Notified Entiios Reguiations, 2008, the directors
of the Managoemont Company hereby declare that this condensod interim financial information gives a troo and fair view of
thiz state of the Fund's affairs as at December 31, 2023,

This condensed intonim financial information is presented in Pakistan Rupees which is the Fund's functional and prescntaton
currency and rounded to the nearcst thousand rupees, unloss otherwise spoecifiod.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, ACCOUNTING ESTIMATES, JUDGEMENTS AND RISK
MANAGEMENT POLICIES

The accounting policies and methods of computation adopled in preparation of this condensed interim financial information
are same as those applied in preparation of financial statements of the Fund as at and for the year ended Juno 30, 2023

The preparation of condensed interim financial information reguires management o make judgements, estimates and
assumplions thal affoct the application of accounting policles and the reported amounts of assals and Babilities, ncome and
expenses. Aciual results may differ from these ostimates. In prepaning this condensed ntenm financial information,
significant judgements made by management i applying accounting policies and the key sources of ostimation and
uncertainty were the same as thoese that applied to the audited financial statements as atl and for the year ended  June 30,
2023,

Amendments to certain existing standards and interpretations on approved accounting standards effective during the period

wora nol relovant to the Fund's operations and did not have any imgact on the accounting pobcies of the Fund and therefore
not disclosed in this condensed interim financal information.

FINANCIAL RISK MANAGEMENT

The Fund's Ask management objective and policies are consistent with those discdosed i the annual audited financial
statements of the Fund as at and for the year ended June 30, 2023,

(Un-audited) {Auicditesd )
December 31, Jure 30,
2023 2023
Mote ——{Rupesas in 000} ———8—
BALANCES WITH BANKS
Currenl accounts 363,840 55,020
Savings accounts 51 T.122.922 38739499

52 7,486,762 3,829,019

These carry profit at rates rangeng from 20.50% to 22% per annum (June 30, 2023: 12.25% to 21.50% per annum ).

These includes balances with refated parties of Rs. 364 66 millon (June 30, 2023: Rs_ 55042 milllon) maintained with MCB
Bank Limited and Rs. 0.004 million (June 30, 2023: Rs. 0.007 milkon) maintained with MCE Islamic Bank Limited.

{Un-audited) {Aucdited)
Decamber 31, Jurne 30,
2023 2023
INVESTMENTS MNote ——{Rupees in 000}
Al fair value through profit or loss
Govermnment securities - Markel treasury bills 6.1 5470810 3,068,339
Pakistan imresimont bonds 62 626,900 -
Pakistan investment bonds - Floating Rate Bond 8.3 3775475 2 260,149
Term finance certificates - unlistod ] 1,171,264 1,150,781
GoP ljara Sukuks cerificalos 6.7 1,328,718 542 775
12,373,187 f022,044
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2023
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2023
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)

FOR THE HALF YEAR ENDED DECEMBER 31, 2023

71

1.2

1.3

74

(Un-audited) {Audited)
December 31, Jume 30,

2023 2023
Note ——e{Rupees in "000)———
PAYABLE TO MCB INVESTMENT MANAGEMENT
LIMITED - MANAGEMENT COMPANY

Management remuneration payable 71 15,509 9,068
Sindh sales tax payable on remuneration of the
Management Company T2 2,016 1,179
Allocated expenses payable 73 1,034 605
Selling and marketing oxpenses payable T4 10,627 7833
Sales load payable (including indirect taxes) 9,276 7.168
Backend load payable 1,267 800

39,729 26,753

The Management Company has charged management fee at the ate upto, 1.5% (June 30, 2023: 1.5%) of the average net
assets of scheme, calculated on a daily basis. The remuneration is paid to the Management Company on a monthly basis in
amears.

Sindh sales tax on remuneration of the Management Company has been charged at the rate of 13% (June 30, 2023: 13%).

The Management Company has chamged allocated expenses to the fund to the extent as it has think expedient on its
discretion subject to not being higher than actual expenses.

The Management Company has charged selling and marketing expenses to the fund to the extent as it has think expedicnt
on its discretion subject to not baing higher than actual expenses.

PAYABLE TO THE SECURITIES AND EXCHANGE COMMISSION OF PAKISTAM (SECP)

In accordance with the NBFC Regulations 2008, a Collecfive Investment Scheme (CIS5) is required to pay annual fee to the
Securities and Exchange Commission of Pakistan (SECP) on annual basis at the rate of 0.02% of average Met Assels of
Collective investment Scheme calculated on daily basis.

Effective as of July 1, 2023, the SECP, through SRO 592 dated May 17, 2023, has revised the annual fee rate from 0.02% to
0.075% and introduced a shift in payment frequency, from annual to monthly basis.

(Un-audited) {Audited)

December 31, Jume 30,
2023 2023
Note e (Rupees in "000) -——
ACCRUED AND OTHER LIABILITIES
Provision for Federal Excise Duty payable on: 91
- Remuneration of the Management Company 99,060 99,060
- Sales load 27,933 27833
Auditors' remuneration payable 536 &671
Withholding tax on capital gain 3, 7,252
Brokerage payable 572 Tar
Dividend payable L ]
Advance against issuance of units 921,334
Other payables 840 194 275
1,853,995 329,987
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2023

8.1 Federal Excise Duty (FED) and related tax payable

There is no change in the status of the appeal filed by the Federal Board of Revenue in the Honorable Supreme Court of
Pakistan in respect of levy of Federal Excise Duty as reported in the audited financial statements of the Fund for the year
endaed June 30, 2023. Had the said provision for FED not bean recorded in this condensed interim financial information of the
Fund, the net asset value of the Fund a=s at December 31, 2023 would have been higher by Rs. 119 per unit (Juna 30, 2023:
Rs. 1.78 per unit).

10. CONTINGENCIES AND COMMITMENTS
101 Contingencies

On November 03, 2020, DCF Income Fund (DCFIF) received a notice of tax demand for the Tax Year 2018 from the
Additional Commissioner {Intand} Revenue (ACIR), whereby the ACIR raised objection en claiming of "income already paid
on units redecmed” as parl of distribution and thercby challenged the distribution of 90 percent of income and the Fund's
chigibility for exemption from tax. The ACIR is of the view that the amount of "Cash Dividend” paid can only be treated as part
of distribution and according to his view the amount of "income already paid on units redeemed” is not "Cash Dividend". The
ACIR raised 1ax demand of Rs. 73376 milion on the Fund in respect of the Tax Year 2018, The Management Company on
behalf of the Fund filed Appeal and Stay Application in front of Commissioner Appeals (CIRA), Stay Order was duly granted
by CIRA. On November 25, 2021, Assessment Order issued by ACIR was remanded back by CIRA. Since then, no notice [
Order has yet been issued from FER.

On December 01, 2021, DCF Income Fund (DCFIF) received a notice of tax demand for the Tax Year 2017 from the
Additional Commissioner (Inland) Revenue (ACIR), whereby ACIR raised objections on claiming of "provision against debt
securibes” amounting to Rs. 7.943 milkon and adjustment of the "Element of loss and capital losses® amounting to Rs.
151.140 million while arriving al the declared accounting income of the Fund and has challenged the distribution of S0
percent of income and the Fund's ebgibility for cxemption from tax. The ACIR raised a tax demand of Rs 138821 million. The
Management Company on behalf of the Fund filed Appeal and Stay Application in front of Commissioner Appeals (CIRA)L

On March 31, 2022 a favorable Appellate Order was passed by Commissioner Appeals whereby it was directed that the
benefit of Element of Lozs should be aflowed to the Company.

On June 14, 2022, FBR being aggrieved with said Order filed Appeal with Appeliate Tribunal Infand Revenue. Management
Company, in consullation with its advisor, anlicipates a favorable oulcome of the case.

10.2 Commitments
There were no commitments oulstanding as at December 31, 2023 and June 30, 2023.
11. TAXATION

The income of the Fund is exempt from income tax under Clause 99 of Part | of the Second Schedule to the Income Tax
Ordinance, 2001 subject to the condition thal not less than 90% of the accounting income for the year as reduced by
accumulated losses and capital gains, whether realised or unrealized, is distributed amongst the unil holders as cash
dividend. Furthermore, as per Regulation 63 of the NBFC Regulations, the Fund is required to distribute not less than 90% of
itz accounting income for the year derived from sources other than capital gains as reduvced by such expenses as are
chargeable thereon to the unit holders. Since the Mansgement Company imtends to distiibute at least 90% of the Fund's
accounting income o be eamed during current year to the unit holders, therefore, no provision for taxation has been made in
this condensed intenim financial information during the period. The Fund is also exempt from the provisions of Section 113
{milnkmium tax) under clause T1A of Part IV of the Second Schiedule to the Incorme Tax Ordinance, 2001,

(Un-audited)
December 31, December 31,
2023 2022
12, CASH AND CASH EQUIVALENTS === [Rupees in "000) —-—-
Balances with banks 7,486,762 145 582
Treasury bills maturing within 3 months - 2,051 262
T.486,T62 3,096,844
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151

EARNINGS PER UNIT

Eamnings per unit based on cumulative weighled average units for the period has not been disclosed as in the opinion of the
Management Company, the determination of the same is not practicable.

TOTAL EXPENSE RATIO

The total annualised expense ratio (TER) of the Fund based on the current period results is 2 63% (December 31, 2023
238%) which includes 028% (December 31, 2022: 0.22%) representing Government Levy and the SECP Fee. The
preschbed limit for the ratio is 2.5% (December 31, 2022: 2.5%) (excluding government levies) under the NBFC Regulations
for a collective investment scheme calegorised as an "aggressive fixed income scheme'.

TRANSACTIONS AND BAL ANCES OUTSTANDING WITH CONNECTED PERSONS | OTHER RELATED PARTIES

Relzled parties / connected persons of the Fund include the Management Company, other collective investment schemes
managed by the Management Company, MCB Bank Limited being the Holding Company of the Management Company, the
Trusiee, directors, key management personnel and other associated undertakings and connected persons. Connected
persons also include any person beneficially owing directly or indirectly 10% or more of the units in the issue / nel assets of
the Fund.

Transactions with connected persons essenbially comprise sale and redemption of units, fee on account of managing the
affairs of the Fund, other charges, sale and purchase of investments and distribution payments fo connected persons. The
fransactions with connected persons are m the nomal course of business, at contracted rates and at terms determined in
accordance with market rates.

Remuneration to the Management Company of the Fund is delermined in accordance with the provisions of the NBFC
Regulations and the Trust Deed.

Remuneration to the Trustes of the Fund is determined in accordance with the provisions of the Trust Deed.

Details of transactions and balances with related parties [ connected persons duning the period are as follows:

(Un-audited)
December 31, December 31,
2023 2022
{Rupees in "000) ——

Details of transactions with connected persons are as follows:
MCB Investment Management Limited
Remuneration of the Management Company and related taxes B3, 717 44 038
Allocated expenses 4,048 25498
Selling and marketing expenses 28,977 10,132
Central Depository Company of Pakistan Limited - Trustee
Remuneration of the Trustee and related laxes 4,186 2,202
Settlement charges 96 g
Group / associated companies
MCB Bank Limited
Mark-up on deposit accounts 17 2
Sale of securities having face value of Rs.4,000,000,000 (2022: Rs 250,000,000) 4,740,999 233 668
Bank charges 41 15
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(Un-audited) (Audited)
December 31, June 30,

2023 2023
152 Details of balances with related parties ! connected persons as at period end seeee (Rupoes in "000) ———-
MCE Investmoent Management Limited
Management remuneraticn payable 15,509 9,068
Sindh sales tax payable on remuneration of the management company 2016 1,179
Sales load payable (including indirect taxes) 9,276 7,168
Allocated expenses payablo 1,034 605
Seling and marketing expenses payable 10,627 7,833
Back end load payable - 200
Central Depository Company of Pakistan Limited - Trustee
Trustee remuneration payable {including indirect taxes) 87T 912
Security deposit 200 200
Group [ associated companies
MCE Bank Limited
Balances with bank 364,660 55,042
MCE Islamic Bank Limited
Balances with bank 4 7

15.3 Transactions during the period with connected persons | related parties in units of the Fund:

For the hall yesr ended December 31, 2023 (Un-audited)
As at le.ull'l?ﬂt As at As st July As alt
July @1, {including Redeemed | December A, Issuance | Redesmed December 31
2023 additional umniks) | 3. 2023 " 23
Umits {Rupees in 000}
Group | associated companies
MCB Employess’ Prowdant Fund 2,092 430 - - 2,092 430 25,968 - - 2B 002
MCH Empidoyees’ Fensing Fund 2,082 4340 - 3 2,082 430 L25,988 - = 248,802
.G, Khan Cement Company Limied - -
Emplayess’ Provsdent Fumd Trust 6,284 - [t ] - = - ]
Lialpsr Sdaff Gratuity Fund Tnest
Mandate under discrethonary
portiolio services® - - - - = - - -
Key management personnel™ 5 - 3 2 - - -

* This reflects position of related party | connected persons sistus 8s af December 31, 2023

For the hall year ended December 31, 2022 ({Un-audited)
As at Issuance As at A st July As &l
July 01, {inciurding Redeemed | December o1 2002 IsSAMmee Redeemed December 31,
2022 addithomal wniks) 31, 2022 * 22
Unils: [{Rupees in 000}
Group | associaled companies
MCH Employees’ Prowdent Fund 1823116 - - 1,823,176 185,736 - - 208,185
MCGH Empioyees’ Pedsing Fund 1823176 - - 1823176 185,736 - - 20,185
.G, Khan Cement Company Limied -
Employees’ Prsadent Fund Trust 3,483 - - 9483 aBY - - B8
Mandale under discrelionsry
portiolio services® 6 - - 6 1 - - 1
Key management personnel” - A, 754 4,150 - - 535 538

* This reflects posdion of relaled party ! connecled persons stalus as &l December 31, H22
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16. FAIR VALUE OF FINANCIAL INSTRUMENTS

IFRS 13 - 'Fair Value Measurement’ establishes a single source of guidance under IFRS for all fair value measurcments and
dischosures about fair value measurement where such measurements are required as permitied by other IFRSs. It defines fair
value as the price that would be recaived to sell an asset or paid to transfer a liability in an ordery transaction between market
parbcipants at the measurement date (i.e. an exit price). Fair value is the price that would be received to sl an asset or paid to
transfer a liabifity in an orderly tfransachon between market participanis at the measurement date. Consequently, differences can
anise between carrying values and the fair value estimates.

Financial as=zets which are tradable in an open market are revalued at the market prices prevailing on the close of frading i.e.
pencd end dato. The estimated fair value of all other financial assets and financial liabilies is considered not significantly
different from book value as these are short term in nature.

The following table shows financial instruments recognised at fair value, based on:

Level 1: guobed prices in active markets for identical assets or iabilities;

Lovel 2. those involving inputs other than quoted prices included in Level 1 that are observable for the asset or lability, either
directly (as prices) or indirecily (derived from prices); and

Level 3: those with inputs for the asset or liability that are not based on observable market data {unobservable inputs).

The following table shows the cammying amounis of fair values of financial assets and financial liabilities including the levels in the
fair value hicrarchy:

December 11,2023 (Un-audited)
Carrying amount Fair Value
Fair value
faugh. Mol o Level1  Level2 Levell  Total
profit or cost
loss
{Rupees in T03)

Financial assets measured at fair value
Govarmmmen] secerilies - Markel lreasury bills 5470810 - 5470810 - 5470810 - 5,470,810
Pakistan imvestment bonds 526,900 - 626,900 - 626,200 - 626,300
Pakistan investmanl bonds - Hoaling Rale Bond 3 TT5475 - 3 TT5A4TS 3 TT5ATS - - 3775475
Term finance coarfiicates - unlisled 1,171,284 - 1,171,284 341,851 29,433 - 1171284
GoP ljara Sukuks cedilicates 1,328,718 - 1,328,718 - 1,328,718 - 1,328,718

12,373,187 - 12,373,187 4,117,326 B,255.861 - 12373187
Financial assets not measured at fair value
Bank balances - TABETE2 T 486,762
Profit recaivabla - 457 8T 457,87
Advances, deposils and other recetvabla - 316837 36,837

- 7,991,470 7,991,470

Financial liabilifies not measured at fair value
Payable o thie Managernent Compariy - 3r.m3 37,713
Payabie o the Trestes - TTE TTE
Payable against purchase of invesimant = 6602909 6,602,909
Accrued expenses and other liabililies - 92327 923,201

- 7584689 7,564,689
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Financial assels measured al fair value

Gaovetnimient securities - Market treasury bills
Pakistan imvestment bonds

Pakistan imvesiment bonds - Fleating Rate Bond
Term finance ceificates - unlizted

GoP ljara Sukuks certificates

Financial assets not measured at fair value

Bank balances

Prrofit recenvable

Recelvable against sale of mvestment
Advances, deposits and other receivable

Financial liabilites not measured al fair value

Payable to the Management Company
Payabie to the Trustec

Payable against Purchase of Invesstmant
Accrued expenses and olher abdlifies

GENERAL

June 30,2023 (Audited)

Carrylng amount Falr Value

Fair value

gh od Total Level 1 Lewel 2 Level3 Total
profit or cost

loss
{Rupees in "000)
3,068 339 - 3,068,339 - 3,068 339 - 3,068,339
2,260,149 - 2260149 2260149 - - 2 260,149
1,150,781 - 1,150,781 366 961 783820 - 1,150,781
542775 - 42775 - 542,775 - M2 175

7,022 D44 - 7022044 2627110 4,304 834 - 7,022,044

- 39298 3929019

- 142,110 142,110

- 1,114,288 1,114 288

- 34,036 34,036

- 5219453 5219453

- 25574 25574

- 453 453

- 4,228 664 4,228 664

. 195,742 185742

- 4450433 4450433

Figures have been rounded off o the nearest thousand rupees unless otherwise specified.

DATE OF AUTHORISATION FOR ISSUE

This condensed inferim financial information were authorised for issue on February 02, 2024 by the Board of Direclors of the

Managemenl Company.

For MCB Investment Management Limited
{Management Company)

P
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Chief Executive Officer

Chief Financial Officer
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MCB INVESTMENT MANAGEMENT LIMITED
Hoad Offica: *na Floor, Adamjor House, L Chundrigar Boad, Eamchi
UAN: [+92-21) 111 468 378 (111 INVEST)

URL: wwwmehfunds coen, Email: info@moblunds.com



