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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE QUARTER ENDED SEPTEMBER 30, 2018

Dear Investor,

On behalf of the Board of Directors, we are pleased to present MCB Pakistan Asset Allocation Fund accounts review
for the quarter ended September 30, 2018.

MARKET & ECONOMIC REVIEW
Economy and Money Market Review

First quarter of FY19 has been a run of political uncertainty, external pressures and economic slowdown. Given the uptick
in oil prices, increasing trend in inflation, continuity of external worries, The Monetary Policy Committee of State Bank of
Pakistan opted for 100 bps increases in each of the two meetings conducted in this quarter. The major reason was due
to the emergence of inflationary pressures with core inflation expected to creep up with the advent of higher oil and gas
prices. Moreover, the MPC highlighted the precarious external account position and need for slowdown in GDP growth
to arrest the dwindling foreign exchange reserves.

CPI for the 1QFY19 was registered at 5.6% as the impact of low base kicked in. Higher international oil prices, weaker
currency and upward revision in domestic gas prices is expected to jack up overall inflation figure in FY19, which is
expected to average ~8.1% compared to last year's inflation of 3.8%. Meanwhile, core inflation is expected to jump above
8.5%.

The external account position kept on highlighting worrisome position for the economy. Current account witnessed a deficit
of USD 2.7 billion in first two months of FY19 compared to USD 2.5 billion in the same period last year. A surge in
international oil prices is masking the improvement in non oil imports caused by remedial measures, thus causing the
current account deficit to remain high. However, the lagged impacts of currency adjustments and monetary tightening are
becoming visible as reflected by balance of trade (data of Pakistan Statistical Bureau) declining by 1.6% in the quarter
led by decline in non-oil imports. Despite receiving inflows from China, foreign reserves declined by an average of ~USD
115 mn per week. State Bank's foreign exchange reserves stood at USD 8.41 billion reflecting import cover based on
SBP's reserves has reached an alarming level of lesser than 2 months imports.

Rising interest rates, rupee adjustment and external pressures are having impact on growth trajectory of economy as
reflected by large scale manufacturing index which posted a meager increase of 0.5% YoY in the month of July'18 broadly
supported by production of petroleum products.

Subsequent to monetary tightening by State Bank, bond yield curve showed an upward trajectory where most of the activity
took place in floater PIBs. During 1QFY19 State Bank of Pakistan conducted 3rd Floater PIB auction which witnessed a
healthy participation of PKR 151 billion out of which bids worth PKR 108 billion were accepted at a rate of benchmark +
70 bps. Concerns over external front kept market participants shy away from longer tenor Treasury bills with persistence
towards accumulation in papers having maturity below or equal to 3 months.

Liquidity remained comfortable throughout 1QFY19 owing to regular OMOs conducted by SBP, while scarcity of Shariah
Compliant avenues continued in period under review as there was no fresh issuance of ljara Sukuk despite ample liquidity
in the market.

Equity Market Review

The benchmark index lost ~2% during the quarter. Market witnessed a cameo, with KSE-100 Index bouncing back ~5.4%,
just after 5 days of election. The rally was fueled by optimism related to strong central government rather than any tangible
change in economic scorecard. Delays in taking required tangible actions by the incumbent government have fizzled out
the optimism seen in the initial days after election. Foreigners kept offloading local equities, selling USD 189mn of stocks
which was mainly absorbed by Insurance companies (~USD 102Mn) and Individuals (~USD 97Mn) . Trading volumes
during the quarter averaged around ~170mn shares depicting a meager increase of ~0.45%.
Refineries, Autos, OMCs, Power & Cements were the major contributors towards index's decline posting a negative return
of ~15%/12%/8%/5%/4% respectively. Refineries dragged the index down due to below-expected earnings. OMCs declined
because of massive decline in sales volumes of petroleum products which came down by ~32% YoY for the quarter. Once
again, Auto sector continued the declining trend due to continued ban on non-filers for vehicle purchase. Cement sector
was yet another disappointment due to higher coal prices (+2% QoQ) and concerns on development projects (due to
decrease in PSDP allocation) and economic growth going forward.

The sectors that outperformed market were Textiles, Fertilizers & Banks. Textiles surged (+2.4% QoQ) due to favorable
stance of the newly-elected government geared towards input cost reduction and export promotion for the sector. Moreover,
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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE QUARTER ENDED SEPTEMBER 30, 2018

better annual results supported the sector's rally. Fertilizers surged because of favorable sector dynamics (low levels of
inventory and higher international prices) resulting in increase in local fertilizer prices. Banks garnered interest on the back
of monetary tightening theme.

FUND PERFORMANCE

The fund posted a negative return of 0.26% during the period compared to the benchmark return of 2.54%. The fund
increased its exposure towards equities from 50.1% to 53.5% with changing equity market scenario. The fund has remained
focused on maintaining a balance between defensive high yielding and growth stocks.

On the fixed income side, the exposure in TFCs was increased to 6.8%.

The Net Assets of the Fund as at September 30, 2018 stood at Rs. 3,093 million as compared to Rs.3,213 million as at
June 30, 2018 registering a decrease of 3.73%.

The Net Asset Value (NAV) per unit as at September 30, 2018 was Rs. 78.7563 as compared to opening NAV of Rs.
78.9595 per unit as at June 30, 2018 registering a decrease of Rs.0.2032 per unit.

MARKET & ECONOMY - FUTURE OUTLOOK

The government has announced to approach the IMF for an economic program to support the fragile external account
situation. The program would lead to required remedial actions of rupee adjustment, monetary tightening, and expenditure
curtailment to slow down growth, control the import bill and arrest foreign reserves decline.

For the next year, the economic growth is expected to slow down as currency adjustments and tighter monetary policy
will rein on the consumption patterns. However, increased power supply along with the documentation of economy will
provide a respite to the economic managers during this critical juncture. We share the optimism on better governance &
long term prospects for economic revival amid more focused and sincere efforts to address chronic issues on economic
front by the new government; however, the path is likely to be tough and with a number of potentially un-popular policy
steps. Given initial plans of PTI, some sense of policy steps can be expected but given the precarious economic conditions,
we think immediate term measures to address twin deficits are critical.

Fiscal side would be difficult to manage where we expect fiscal deficit to hover around 5.5% of GDP. Expenditure constraints
would lead to public sector development program curtailments amid higher domestic debt servicing cost due to interest
rate increase.

Given pressures on the external front along with rising inflation, State Bank is expected to further tighten the monetary
policy by at least 100 bps already increased.

The equity market would follow developments on the economic front. Swift economic policy actions would be required to
arrest the precarious economic standing and would guide market towards better multiples. In broader terms, we believe,
the last two years market performance (down approx. 20% from peak levels) has reflected the concerns on political and
economic direction & also reflected in performance of cyclical stocks where correction in stock prices is even sharper.
We continue to reiterate our stance that current market multiples (~7.5x) offer little downside potential which puts in a lot
of comfort for long term investors. We believe upside in stocks shall unveil only gradually as confidence reigns back and
economic policies shape the outlook in the expected manner. Therefore, going forward, stocks offer long term investment
opportunity with rewards for patient investors. We continue to track trends in the economic indicators of the country and
adjust our portfolio accordingly. Our Top-Down analysis favors sectors that benefit from currency depreciation and higher
interest rates; however, we cannot ignore the individual company dynamics along with their prices that can play an important
role in security selection.
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CONDENSED INTERIM STATEMENT OF ASSETS AND LIABILITIES
AS AT SEPTEMBER 30, 2018

ASSETS

Bank balances

Investments

Dividend and profit receivable

Receivable against sale of investments

Receivable from National Clearing Company of Pakistan Limited
Advances, deposits and prepayments

Total assets

LIABILITIES

Payable to MCB-Arif Habib Savings and Investments Limited -
Management Company

Payable to Central Depository Company of Pakistan Limited - Trustee

Payable to Securities and Exchange Commission of Pakistan

Payable against redemption of units

Payable against purchase of investments

Accrued expenses and other liabilities

Total liabilities

NET ASSETS

UNIT HOLDERS' FUND (AS PER STATEMENT ATTACHED)

CONTINGENCIES AND COMMITMENTS

NUMBER OF UNITS IN ISSUE

NET ASSET VALUE PER UNIT

FACE VALUE PER UNIT

Unaudited
Note September 30,
2018

Audited
June 30,
2018

(Rupees in '000)

4 1,193,846 1,375,000
6 1,911,288 1,896,981
24,514 9,542
34,421 37,069
3,315 3,315
4,509 4,519
3,171,893 3,326,426
11,722 11,168
382 385
770 3,065
41 41
16,914 50,906
7 49,535 48,212
79,364 113,777
3,092,529 3,212,649
3,092,529 3,212,649
8

(Number of units)

39,267,069 40,687,318
(Rupees)

78.7563 78.9595

100.0000 100.0000

The annexed notes 1 to 14 form an integral part of these condensed interim financial statements.

For MCB-Arif Habib Savings and Investments Limited

(Management Company)

Chief Executive Officer Chief Financial Officer
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CONDENSED INTERIM INCOME STATEMENT (UNAUDITED)
FOR THE QUATER ENDED SEPTEMBER 30, 2018

Note September 30, September 30,

2018 2017
(Rupees in '000)

Income
Gain on sale of investments - net 22,650 (4,783)
Unrealised diminution on re-measurement of investments at

fair value through profit or loss - net (52,769) (89,967)
Profit / mark-up on:
- bank balances and term deposit receipts 12,888 19,611
- government securities 12,399 14,072
- term finance certificates 4,277 2,194
Dividend income 22,451 12,767
Other income 14 4
Total income / (loss) 21,910 (46,102)
Expenses
Remuneration of the Management Company 16,205 17,025
Sindh sales tax on remuneration of the Management Company 2,107 2,213
Federal Excise Duty on remuneration of the Management Company - -
Remuneration of the Trustee 1,063 1,103
Sindh sales tax on remuneration of the Trustee 138 143
Annual fee to Securities and Exchange Commission of Pakistan 770 809
Allocated expenses and related taxes 916 962
Brokerage and settlement charges 3,602 5,297
Auditors' remuneration 199 340
Selling and marketing expenses 3,241 3,405
Other expenses 190 170
Total operating expenses 28,431 31,467
Net loss for the period before taxation (6,521) (77,569)
Taxation 9 - -
Net loss for the period after taxation (6,521) (77,569)

(Loss) / earnings per unit

Allocation of net income for the period
Net income for the period after taxation - -
Income already paid on units redeemed - -

Accounting income available for distribution
- Relating to capital gains - -
- Excluding capital gains - -

The annexed notes 1 to 14 form an integral part of these condensed interim financial statements.

For MCB-Arif Habib Savings and Investments Limited
(Management Company)

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UNAUDITED)
FOR THE QUATER ENDED SEPTEMBER 30, 2018

Note September 30, September 30,
2018 2017
(Rupees in '000)
Net loss for the period after taxation (6,521) (77,569)

Other comprehensive income for the period

- Unrealised (diminution) on re-measurement of investments
previously classified as available-for-sale - net - (912)

Total comprehensive (loss) for the period (6,521) (78,481)

The annexed notes 1 to 14 form an integral part of these condensed interim financial statements.

For MCB-Arif Habib Savings and Investments Limited
(Management Company)

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM STATEMENT OF MOVEMENT IN UNIT HOLDERS' FUNDS (UNAUDITED)
FOR THE QUATER ENDED SEPTEMBER 30, 2018

2018 Il 2017 |
Rupees
Unrealised
Undistri- | appreciation /
Capital buted (diminution)
Value income / on FVTOCI Total Total
(loss) (Previously:
AFS)
Net assets at beginning of the period 4,098,606  (886,757) 800 3,212,649 3,438,800
Issue of 3,227,682 units (2017: 5,466,140 units)
- Capital value (at net asset value per unit at the beginning of the period) 254,856 - - 254,856
- Element of loss (689) - - (689)
254,167 - - 254,167 438,587
Redemption of 4,647,931 units (2017:7,569,367 units)
- Capital value (at net asset value per unit at the beginning of the period) 366,998 - - 366,998
- Element of income 768 - - 768
367,766 - - 367,766 607,294
Total comprehensive loss for the period - (6,521) (6,521) (78,481)
Re-designation of Equity investment previously classified as Available for sale
at the beginnig of period 800 (800) -
Distribution during the period - - - - -
Net (loss) / income for the period less distribution 800 (6,521) (800) (6,521) (78,481)
Net assets at end of the period 3,985,807 (893,278) - 3,092,529 3,191,612
Undistributed income / (loss) brought forward
- Realised (668,329) (705,678)
- Unrealised (218,428) (104,840)
(886,757) (810,518)
Accounting income available for distribution
(after deducting income already paid on units redeemed):
- Relating to capital gains -
- Excluding capital gains -
Net loss for the period after taxation (6,521) (77,569)
Distribution during the period - -
Undistributed income / (loss) carried forward 893,278 888,087
Undistributed income / (loss) carried forward
- Realised income (840,509) (798,120)
- Unrealised income / (loss) (52,769) (89,967)
(893,278) (888,087)
(Rupees) (Rupees)
Net assets value per unit at beginning of the period 78.9595 81.0263
Net assets value per unit at end of the period 78.7563 79.1231

The annexed notes 1 to 14 form an integral part of these condensed interim financial statements.

For MCB-Arif Habib Savings and Investments Limited
(Management Company)

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM CASH FLOW STATEMENT (UNAUDITED)
FOR THE QUATER ENDED SEPTEMBER 30, 2018

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss for the period before taxation

Adjustments for:
Unrealised diminution on re-measurement of investments at
fair value through profit or loss - net
Element (income) / loss and capital (gains) / losses included in the
prices of units issued less those in units redeemed - net
- arising from realised / unrealised gains / (losses)
- arising from other income

Decrease / (increase) in assets

Investments - net

Fair value of derivative asset

Dividend and profit receivable

Receivable against sale of investments

Receivable from National Clearing Company of Pakistan Limited
Advances, deposits and prepayments

(Decrease) / increase in liabilities

Payable to MCB-Arif Habib Savings and Investments Limited -
Management Company

Payable to Central Depository Company of Pakistan Limited - Trustee

Payable to the Securities and Exchange Commission of Pakistan

Payable against redemption of units

Payable against purchase of investments

Accrued expenses and other liabilities

Net cash (used in) / generated from operating activities

CASH FLOWS FROM FINANCING ACTIVITIES

Amount received against issuance of units
Amount paid against redemption of units
Net cash (used in) / generated from financing activities

Net increase in cash and cash equivalents during the period
Cash and cash equivalents at beginning of the period

Cash and cash equivalents at end of the period

The annexed notes 1 to 14 form an integral part of these condensed interim financial statements.

For MCB-Arif Habib Savings and Investments Limited
(Management Company)

Chief Executive Officer

210

Chief Financial Officer

Note September 30,

11

2018

September 30,
2017

(Rupees in '000)

(6,521) (77,569)
52,769 89,967
46,248 12,398

(67,076) 549,965
(14,972) (1,742)
2,648 199,213

. 1,176

10 18,657
(79,390) 767,269
554 3,866

(3) 9

(2,295) (1,475)

- (41)
(33,992) (18,209)
1,323 (23,770)
(34,413) (39,620)
(67,555) 740,047
254,167 438,587
(367,766) (607,294)
(113,599) (168,707)
(181,154) 571,340
1,375,000 1,232,442
1,193,846 1,803,782

-

Director
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)

FOR THE QUARTER ENDED SEPTEMBER 30, 2018

2.2

23

24

LEGAL STATUS AND NATURE OF BUSINESS

MCB Pakistan Asset Allocation Fund ("the Fund") was established under the Non-Banking Finance Companies
(Establishment and Regulation) Rules, 2003 (the NBFC Rules) and the Non Banking Finance Companies and
Notified Entities Regulations, 2008 and was approved as an open end investment scheme by the Securities and
Exchange Commission of Pakistan (SECP) on December 17, 2007. It was constituted under a Trust Deed dated
November 22, 2007 between MCB-Arif Habib Savings and Investments Limited as the Management Company, a
company incorporated under the Companies Ordinance, 1984 and the Central Depository Company of Pakistan
Limited as the Trustee.

The Management Company of the Fund has been licensed to act as an Asset Management Company under the
Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 through a certificate of registration
issued by the SECP. The registered office of the Management Company is situated at 24th Floor, Centre Point,
Off. Shaheed-e-Millat Expressway, near KPT Interchange, Karachi, Pakistan.

The Fund has been categorised as an "Asset Allocation Scheme" in accordance with the requirements of circular
no. 7 of 2009 dated March 6, 2009 issued by the SECP. The Fund is an open ended mutual fund and offers units
for public subscription on a continuous basis. The units of the Fund can be transferred to / from the funds managed
by the Management Company and can also be redeemed by surrendering them to the Fund. The Fund is listed on
the Pakistan Stock Exchange.

The Pakistan Credit Rating Agency (PACRA) Limited has assigned an asset manager rating of 'AM2++' (2017:
'AM2++') dated October 08, 2018 to the Management Company, while the Fund has been assigned a Fund
performance rating of 3-star on May 24, 2018.

Title to the assets of the Fund is held in the name of Central Depository Company of Pakistan Limited as the Trustee
of the Fund.

BASIS OF PREPARATION
Statement of compliance

These financial statements have been prepared in accordance with the accounting and reporting standards as
applicable in Pakistan. The accounting and reporting standards applicable in Pakistan comprise of:

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

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

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

Where provisions of and directives issued under the Companies Act, 2017, part VIIIA of the repealed Companies
Ordinance 1984, the NBFC Rules, the NBFC Regulations and the requirements of the Trust Deed differ from the
IFRS Standards, the provisions of and directives issued under the Companies Act, 2017, part VIIIA of the repealed
Companies Ordinance 1984, the NBFC Rules, the NBFC Regulations and the requirements of the Trust Deed have
been followed.

The disclosures made in this condensed interim financial information have, however, been limited based on the
requirements of the International Accounting Standard 34: 'Interim Financial Reporting'. This condensed interim
financial information does not include all the information and disclosures required in a full set of financial statements
and should be read in conjunction with the annual published audited financial statements of the Fund for the year
ended June 30, 2018.

In compliance with schedule V of the Non-Banking Finance Companies and Notified Entities Regulations, 2008,
the directors of the Management Company hereby declare that this condensed interim financial information gives
a true and fair view of the state of the Fund's affairs as at September 30, 2018.

These condensed interim financial statements are unaudited. Items included in these financial statements are
measured using the currency of the primary economic environment in which the Fund operates. These financial
statements are presented in Pakistani Rupees which is the Fund's functional and presentation currency.
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3.2

The date of initial application" of IFRS 9 is the date when the entity first applies its requirements. Therefore, the
beginning of an interim or annual reporting period i.e July 01, 2018 is the date of initial application and applied
prospectively because it is not possible to so so with out the use of hindsight and is impracticable, therefore
comparative figures are not restated. The comparatives in the condensed interim statement of assets and liabilities
presented in the condensed interim financial information as at September 30, 2018 have been extracted from the
audited financial statements of the Fund for the year ended June 30, 2018, whereas the comparatives in the
condensed interim income statement, condensed interim statement of movement in unit holders' fund and condensed
interim cash flow statement have been extracted from the unaudited condensed interim financial information of the
Fund for the quater ended September 30, 2017.

SIGNIFICANT ACCOUNTING AND RISK MANAGEMENT POLICIES, ESTIMATES AND JUDGMENTS AND
CHANGES THEREIN

The accounting policies, financial risk management objectives & policies, basis of accounting estimates applied &
methods of computation adopted in the preparation of the condensed interim financial statement and all standards,
interpretations and amendments to publised approved accounting standards are the same as those applied in the
preparation of the annual financial statements of the Fund for the year ended June 30, 2018, except with respect
to of adoption of IFRS- 9 as explained in detail in note 3.2.

In July 2014 IASB issued a revised version of IFRS 9 ‘Financial Instruments’ which supersedes all its previous
versions and is mandatorily effective for periods beginning on or after January 1, 2018. The SECP has adopted
the IFRS 9 effectively from July 1, 2018 and will be applicable for the Fund as well. Further, the SECP through its
letter no. SCD/AMCW/RS/MUFAP/2017-148 dated November 21, 2017 has deferred the applicability of the impairment
requirements of IFRS 9 for debt securities on mutual funds. Therefore the Fund will not be subject to the impairment
provisions of IFRS 9. From July 01, 2018 the Fund has adopted IFRS-9 as per approved accounting and reporting
standards as applicable in Pakistan.

Key requirements of IFRS 9:

Debt instruments that are held within a business model whose objective is to collect the contractual cash flows, and
that have contractual cash flows that are solely payments of principal and interest on the principal outstanding are
generally measured at amortised cost. Debt instruments that are held within a business model whose objective is
achieved both by collecting contractual cash flows and selling financial assets, and that have contractual terms that
give rise on specified dates to cash flows that are solely payments of principal and interest on the principal amount
outstanding, are generally measured at FVTOCI. All other debt and equity instruments are measured at their fair
value at the end of subsequent accounting periods. In addition, under IFRS 9, entities may make an irrevocable
election at initial recognition to present subsequent changes in the fair value of an equity investment (that is not
held for trading nor contingent consideration recognised by an acquirer in a business combination) in other
comprehensive income, with only dividend income generally recognised in profit or loss.

with regard to the measurement of financial liabilities designated as at fair value through profit or loss, IFRS 9
requires that the amount of change in the fair value of a financial liability that is attributable to changes in the credit
risk of that liability is presented in other comprehensive income, unless the recognition of such changes in other
comprehensive income would create or enlarge an accounting mismatch in profit or loss. Changes in fair value
attributable to a financial liability’s credit risk are not subsequently reclassified to profit or loss. Under IAS 39, the
entire amount of the change in the fair value of the financial liability designated as fair value through profit or loss
is presented in profit or loss.

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 recognised. However, the SECP through its letter no. SCD/AMCW/RS/MUFAP/2017-148 dated November
21, 2017 has deferred the applicability of the impairment requirements of IFRS 9 for debt securities on mutual funds.

the new general hedge accounting requirements retain the three types of hedge accounting mechanisms currently
available in IAS 39. Under IFRS 9, greater flexibility has been introduced to the types of transactions eligible for
hedge accounting, specifically broadening the types of instruments that qualify for hedging instruments and the
types of risk components of non-financial items that are eligible for hedge accounting. In addition, the effectiveness
test has been overhauled and replaced with the principle of an ‘economic relationship’. Retrospective assessment
of hedge effectiveness is also no longer required. Enhanced disclosure requirements about an entity’s risk management
activities have also been introduced.

Classification and measurement:

Classification ans Measurement of Financial Assets and Finalcial Liablities after the adoption of IFRS-9 is disccused
as under:
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Listed equity securities classified as ‘at Fair value through Profit or Loss’ investments carried at fair value will continue
to be subsequently measured at Fair value through Profit or Loss upon the application of IFRS 9, and the fair value
gains or losses and gains or losses on derecognition of such investments will be recognised in profit or loss;

Listed equity securities classified as ‘at Avaiable for sale’ investments carried at fair value have been re-designated
& will be measured at Fair value through Profit or Loss upon the application of IFRS 9, and the fair value gains or
losses and gains or losses on derecognition of such investments will be recognised in profit or loss;

Debt securities (Listed / Unlisted) and government securities classified as ‘at Fair value through Profit or Loss’
investments carried at fair value will continue to be subsequently measured at Fair value through Profit or Loss
upon the application of IFRS 9, and the fair value gains or losses and gains or losses on derecognition of such
investments will be recognised in profit or loss;

all financial asssets classified as Loans and receivable as on June 30, 2018 have now been re-classified as Amortized
cost. These assets under IFRS - 9 will continue to be measured on the same bases as was adopted under IAS 39.

All other financial assets and financial liabilities under IFRS - 9 will continue to be measured on the same bases
as was adopted under IAS 39.

(Unaudited) (Audited)
September 30, June 30,
2018 2018
BANK BALANCES (Rupees in '000)
In saving accounts 1,187,638 1,374,993
In current accounts 6,208 7
1,193,846 1,375,000

TOTAL EXPENSE RATIO

The Total Expense Ratio (TER) of the Fund for the year ended Sep 30, 2018 is 0.88% which includes 0.09%
representing government levies on the Fund such as provision for Sindh Workers' Welfare Fund, sales taxes, federal
excise duties, annual fee to the SECP, etc. This ratio is within the maximum limit of 4% prescribed under the NBFC
Regulations for a collective investment scheme categorised as an Asset Allocation scheme.

(Unaudited) (Audited)
Note September 30, June 30,
INVESTMENTS 2018 2018

(Rupees in '000)
Financial assets 'at fair value through profit or loss'

- Listed equity securities 6.1.1 1,695,870 1,650,953
- Listed debt securities - Term Finance Certificates 6.1.2 9,982 10,036
- Unlisted debt securities - Term Finance Certificates 6.1.3 105,500 105,900
- Unlisted debt securities - Sukuk Certificates 6.1.4 99,936 100,065
- Government securities - Market Treasury Bills 6.1.5 - 9,889
- Government securities - Pakistan Investment Bonds 6.1.6 - -
1,911,288 1,876,843

Previously classified as "available for sale'

- Listed equity securities 6.1.7 - 17,131
- Government securities - Pakistan Investment Bonds - 3,007
- 20,138

1,911,288 1,896,981
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)

FOR THE QUARTER ENDED SEPTEMBER 30, 2018

71

7.2

10

1"

(Unaudited) (Audited)

September June
Note 2018 2018

ACCRUED EXPENSES AND OTHER LIABILITIES c
(Rupees in '000)

Federal excise duty and other related taxes payable on

management remuneration 7.1 19,027 19,027
Federal excise duty and other related taxes payable on sales load 16,173 16,173
Provision against Sindh Workers' Welfare Fund 7.2 9,073 9,073
Withholding tax payable (deducted on capital gains) 3 8
Auditors' remuneration payable 647 562
Brokerage payable 3,254 2,033
Sindh sales tax payable on allocated expenses 1,098 992
Advance against issuance of units - -
Others 260 344

49,535 48,212

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 annual financial statements of the
Fund for the year ended June 30, 2018. Had the said provision for FED not been recorded in the condensed interim
financial information of the Fund, the net asset value of the Fund as at September 30, 2018 would have been higher
by Re. 0.4846 per unit (June 30, 2018: Re.0.4676 per unit).

There is no change in the status of the SWWF as reported in the annual financial statements of the Fund for the
year ended June 30, 2018. Had the provision for SWWF not been recorded in the condensed interim financial
information of the Fund, the net asset value of the Fund as at September 30, 2018 would have been higher by Re.
0.2311 per unit (June 30, 2018 Re. 0.2230 per unit).

CONTINGENCIES AND COMMITMENTS

There were no contigencies and commitments as September 30, 2018 and June 30, 2018.

TAXATION

'The Fund's income is exempt from income tax as per clause (99) of part | 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 by way of cash 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 unrealised capital gains to the unit
holders in cash. 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. Since the management intends to distribute the
income earned by the Fund during the year to the unit holders in cash in the manner as explained above, accordingly,
no provision for taxation has been made in these condensed interim financial statements.

EARNINGS PER UNIT

'Earnings per unit based on cumulative weighted 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.

September 30, September 30,
2018 2017

CASH AND CASH EQUIVALENTS (Rupees in '000)

Bank balances 1,193,846 1,803,782
Term deposit receipts (with original maturity of three months or less) - -
1,193,846 1,803,782
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12

12.1

TRANSACTIONS WITH RELATED PARTIES / CONNECTED PERSONS

Related parties / connected persons of the Fund include MCB-Arif Habib Savings and Investments Limited (being
the Management Company) and its related entities, Central Depository Company of Pakistan Limited (being the
Trustee of the Fund), other collective investment schemes and pension schemes managed by the Management
Company, any entity in which the Management Company, its CISs or their connected persons have material interest,
any person or trust beneficially owning (directly or indirectly) ten percent or more of the capital of the Management
Company or the net assets of the Fund and directors and their close family members, key management personnel
and officers of the Management Company.

The details of transactions carried out by the Fund with related parties / connected persons and balances with them
at the year end are as follows:

Details of balances with related parties / connected persons as at period end (Unaudited) Audited
September 30, June 30,
Note 2018 2018

(Rupees in '000)

MCB-Arif Habib Savings and Investments Limited - Management Company

Management remuneration payable 5,106 5,173
Sindh sales tax payable on management remuneration 664 672
Sales load payable 2,456 1,879
Payable against allocated expenses 289 259
Payable against selling and marketing expenses 3,207 3,185

Central Depository Company of Pakistan Limited - Trustee

Trustee remuneration payable 338 341
Sindh Sales Tax payable on trustee remuneration 44 44
Security deposits 100 100

MCB Bank Limited - Parent of the Management Company

Bank balances 6,262 4,062
Sale load payable - 16
442,700 shares held by the Fund (June 2018: 307,900 shares) 89,076 60,893

Adamjee Insurance Company Limited
295,000 shares held by the Fund (June 2018: 295,000 shares) 13,263 14,375

Arif Habib Limited

312,000 shares held by the Fund (June 2018: 330,000 shares) 13,104 20,130
Brokerage payable 12.4 311 108

Next Capital Private Limited
Brokerage payable 12.4 15 250

Nishat Mills Limited
50,100 shares held by the Fund (June 2018: 732,400 shares) 7,044 103,210

D.G. Khan Cement Company Limited
Nil shares held by the Fund (June 2018: 432,500 shares) - 49,517

Synthetic Products Enterprises Limited
730,500 shares held by the Fund (June 2018: 730,500 shares) 27,759 37,329
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2018

12.3 Details of transactions with related parties / connected persons during the year

September 30, September 30,
2018 2017

Central Depository Company of Pakistan Limited - Trustee (Rupees in 000)

Remuneration of the Trustee (including indirect taxes) 1,201 1,246
CDC settlement charges 116 201
MCB-Arif Habib Savings and Investments Limited - Management Company

Remuneration of the Management Company (including indirect taxes) 18,312 19,238
Selling and marketing expenses 3,241 3,405
Allocated expenses (including indirect taxes) 916 962
Load 1,001 2,255
MCB Bank Limited - holding company of the Management Company

Purchase of shares 2018: 353,500 (2017: 546,000) 69,115 115,567
Sale of shares 2018: 218,700 (2017: 464,300) 46,319 97,105
Dividend income 1,771 1,336
Profit on bank balances - 45
Bank charges 2 12
Load 43 -

Aisha Steel Mills Limited
Sale of Shares 2018: Nil (2017: 1,000,000 ) - 23,488

Silk Bank Limited
Purchase of securities

Face Value 2018: Nil (2017: 485,865,000) - 497,121
Sell of securities

Face Value 2018: (2017: 400,000,000) - 403,990
D. G. Khan Cement Company Limited
Purchase of Shares 2018: 140,000 (2017: 200,000 ) 15,427 30,685
Sale of Shares 2018: 572,500 (2017: 375,000 ) 57,248 66,003

Dividend income - -

D. G. Khan Cement Company Limited (Employee's Provident Fund)
Dividend Paid - -

Adamjee Insurance Company Limited

Dividend income 295 -
Arif Habib Limited

Sale of Shares 2018: 70,000 (2017: Nil) 4,824 -
Dividend income 780

Brokerage expense 12.4 414

Next Capital Limited

Brokerage expense 12.4 61 -
Nishat Mills Limited

Purchase of Shares 2018: Nil (2017:359,200) - 53,485
Sale of Shares 2018: 682,300 (2017: Nil) 96,726 -
Mughal Iron and Steel Industries Limited

Purchase of Shares 2018: Nil (2017: 310,000) - 21,695
Sale of Shares 2018: Nil (2017: 120,000) - 8,509
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12.4 The amount disclosed represents the amount of brokerage expense or brokerage payable to related parties /
connected persons and not the purchase or sale value of securities transacted through them. The purchase or sale
value has not been treated as transactions with connected persons as the ultimate counter parties are not related
parties / connected persons.

12.5 This reflects the position of related party / conneced persons status as at September 30, 2018.

12.6 The Fund's investment in related parties are disclosed in note 6.

13 GENERAL
Figures have been rounded off to the nearest thousand rupees.
14 DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorised for issue on October 22, 2018 by the Board of Directors of the
Management Company.

For MCB-Arif Habib Savings and Investments Limited
(Management Company)

Chief Executive Officer Chief Financial Officer Director
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