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REPORT OF THE DIRECTORS OF MANAGEMENT COMPANY
FOR THE QUARTER ENDED SEPTEMBER 30, 2016

Dear Investor,

On behalf of the Board of Directors, I am pleased to present Pakistan Income Fund's accounts review for the year ended September
30th, 2016.

ECONOMY AND MONEY MARKET OVERVIEW

The fiscal year kicked off on a positive note with most of major macroeconomic indicators showing signs of stabilization. Inflation
as measured by CPI averaged at 3.9% for 1QFY17 compared to 3.5% witnessed during the preceding quarter. Government decision
to maintain petroleum prices helped to contain the inflation in low single digits. Alongside, government's renewed focus towards
agricultural sector also assisted in controlling food inflation.

Monetary Policy Committee ("MPC") in its first meeting of the current fiscal year maintained a status quo stance, keeping the discount
rate at 5.75%. The MPC highlighted encouraging macroeconomic environment supported by record high foreign exchange reserves
behind its decision. However, it raised certain red flags on widening of current account deficit owing to declining exports and rising
imports.

Current account ("CA") balance witnessed a deficit of USD 1,316 million in the 2MFY 17 compared to USD 686 million witnessed
during the same period of last year, on the back of rising imports and falling exports. Alongside, remittances came under pressure as
they fell by 5.4% YoY to USD 4.7 billion during the IQFY17. The slowdown in remittances was inevitable owing to a weak global
GDP growth along with poor economic dynamics of gulf economies where most of the Pakistani expatriates are employed. Nevertheless,
the hit on current account did not affect foreign exchange reserves as strong financial inflows especially CPEC led inflows, managed

to offset the impact of weakening current account. Foreign Exchange Reserves increased by USD 500 million during the quarter, to
USD 23.6 billion.

PIB yields during the quarter inched up by ~30 bps for 3 year, 5 year and 10 year bonds. Inflation beat the market expectations during
most of the months causing the yield curve to shift upwards. Furthermore, the bearish sentiment was also backed by SBP in its MPS,
which highlighted its concerns on external account as exports dwindled, while remittances witnessed a slowdown.

FUND PERFORMANCE
During the period under review, the fund generated an annualized return of 4.37% as against its benchmark return of 5.88%.

At period-end, the fund was 0% invested in Treasury Bills, 22.5% in TFCs, 5.6% in PIBs and 57% in Cash. Weighted average maturity
of the fund decreased to 1.8 years at period end compared to2.3 years at June 2016 end as per our outlook on the monetary cycle.

The Net Assets of the Fund as at September 30, 2016 stood at Rs. 1,070 million as compared to Rs. 1,050 million as at June 30, 2016
registering an increase of 1.9%.

The Net Asset Value (NAV) per unit as at September 30, 2016 was Rs.54.2 as compared to opening NAV of Rs.53.61 per unit as at
June 30, 2016 registering an increase of Rs. 0.59 per unit.

FUTURE OUTLOOK

With a more stabilized economy now on board, the government has unveiled an ambitious plan to revive the growth of the country.
For the current fiscal year, the government is envisaging an ambitious growth target of 5.7% compared to 4.7% witnessed during the
preceding year. The prospects of improvement in Pakistan's economy look increasingly promising on the back of improved power
situation, rising business confidence, and initiation of projects under the USD 46 billion CPEC program.

The average Consumer Price Index is expected to remain below 5% for the year. Stability in oil prices & exchange rate would allow
inflation over the next few quarters to remain well anchored in the range of 4.0%-5.0% thus a stable monetary policy environment
looks likely.

As of recent, current account has remained vulnerable owing to weak exports and a slowdown in remittances. While this has been
offset by strong financial inflows recently, further deterioration in external account can pose threat to the currency and could result
in more than expected PKR depreciation, which we consider the only major risk to economy at this juncture of time.
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REPORT OF THE DIRECTORS OF MANAGEMENT COMPANY
FOR THE QUARTER ENDED SEPTEMBER 30, 2016

The macro stability along with China Pakistan Economic Corridor is expected to provide impetus to the construction and power space.
Furthermore, expansionary cycle along with stable interest rate environment is expected to provide better global positioning compared
with other emerging market economies. Construction sector is expected to remain the proxy for infrastructure led economic growth.

Long term stability in oil prices is expected to provide impetus to exploration & production sector driven by exploration growth. Banks
are expected to gain limelight once life after PIB maturity becomes clear and focus is on the attractive Price to Book ratios. The up
gradation into the emerging markets index would remain a major impetus for KSE-100 index and could lead to re-rating of market
towards higher multiples.

On the fixed income front, market is expected to remain cautious on back of uptick in inflation trajectory and cross border tensions.
Visibility on economic front, in particular to balance of payments, would guide further participation towards fixed income markets.

ACKNOWLEDGMENT

The Board is thankful to the Fund's valued investors, the Securities and Exchange Commission of Pakistan and the Trustees of the
Fund for their continued cooperation and support. The Directors also appreciate the efforts put in by the management team.

On behalf of Directors,

Muhammad Saqib Saleem
Chief Executive Officer
October 21, 2016

36 PAKISTAN INCOME FUND




AT
Ly il

A
—e e SIS AU L L e adhdsy i 5142016 F 30 &b $I A5 To

a'fl.gbﬂbl}l.ujl.;.,‘-f’

b/ Ted OPI & e s b eI AL b L SSaE et Uk B4 TP TEL
S L2 GGL L, FT 5 s 3 35% G2 B 3.9% UG- E52017 JL-dibs
LJ}?””;L?’:)%J‘??ajt‘Jy’g-j/bJéLy"}‘ulfﬁ*uf-éﬂl.}"b‘-‘-';’L”ufénp»;)?”lﬁlé:zﬂ;l)l
2SI

NS5 U8 5.75% 1L St stk LI duun i (MPC) Gt AL
WINASPL L T 2 S ESH63L s ot or L = Py MPC L)
...&JJ‘}?J;./&[-L.L-'v[uﬁ.‘:a!“e‘f;u)l(}{)':.:‘.—uf/.ﬁt‘:&)

686 Wnd = a2 Bdrals M 1,316 UE(2M) £,2017 JLUL Ut (CA) wisKies)
~8F 82017 JULBb 93 ne ke Feen poee SRR T S e i T s S sl seo 1S
25 (GDP) ot S L S T M 47 fnSnd 5.4% YoY il Smd 5t
sty it S p S FITL e s prec ISR A s p Uz e bom ol 3
Jy CPEC Al emaT QW bs il 2 s f50 563 L Iess e o oy arskias) L N
L5 L3 500 $horgliss 638 Irss (Fb oS Sid DL 2236102022 s FahnSez il

LEFCE* 236 AU

L bl It 3ol 30 bps Falm A4 TSI AL 10 sl 5 b 3 L (PIB) skl et *iiye| L
S ST B p S T3PS ol f5 b S UE S = B IS MmUY
,txﬁgﬁlfatﬁﬁ,;.:ﬁ(l&;uygéJ”u:,e;,«pu;},ald/u:auff.uf MPS '%IJ,IJﬁﬁJdv“,f,rﬁjw

G o6

-L 5.88% ;ymf‘%}w;rw"uiwuv 4.37% L Zund = im o4

TE A HIIGET, 5.6%E (TFCs) o JE6es 22.5% (2 ASI22 0% Sl oS g a3
+2016 uz-E3nJL 1.8 Ju( e 2 051 maturity b weighted § %525 57%us1% (PIBS)
SO L Sy oy SAGAEI 2.3 4L

37 PAKISTAN INCOME FUND




AT
Ly i s

1.9% (& &2t 1,050 42016 gz 30 G osei 1,070 bl net £ 4342016 # 30

sz alol

$*efes 53.61 42016 w2 30 & (s 54.2 243 Net Asset Value (NAV) #2016 # 30

_m,:'ur.:.;g&$u 0.59

Je S
a‘.yﬁi&JvdLulu_‘gg’ﬁ,ﬂjxi&ylééﬁu@_yﬁ{i_nﬁ’ b el & S Sz
U Z Tl en e L S =2 QLB 4.7% Supun 2 e L SuK 35 5.7%

_.:_-_;LETKJ'-'G'QJL(U‘:{ CPEC L /i1 46 ,uu'Lél;ﬁ;u"fldjgub"db‘aﬂfﬁfﬁla

ﬁ:ﬁ)éi‘)lﬁjéJr@‘lufc;‘&b?;))slufggfd{.‘a0515%_1{4‘_ 5% JVJ!L&:ILJ{?IJ{/{"%
e Gl SN AL L S50 S s A AG I L5.0% = 8.0% U Uiy

e e T2 Ut s N2 e Tl Pai\ L e b e liTe i erskies /)8
‘JE_Tlf:}_lzjr:_.g?d:;:’gﬁ?.u&b@_u:{;‘.iu'bjlf_CgﬁOvﬂuﬁffo)’;éndﬂ/)_.]d..b’f(lgj.)l;/ﬁdg
—ut 2 By FUeie v N i L

Lt 23 ey otk £ V82 AL $onZy b E S S I B L Sl 1
2P e E S an et e oL Us S S Ao P F L p e pravdt
e b BL GGy AP 5

ém@-&./@ﬁﬁ{.gi J}u:ﬁ;,lrgi/qé/_'ﬂ,@;;,lﬁj,lr-fu;»bg?ri{r:"l,t,;lu_',bu:u}'f:’lfﬁ
Price to Book ratios u“j’zufcﬁuf’f{(kﬁ‘wa:i.néls maturity J (PIBs) I B (Ve
T8I H KSE-100 &L T G omtnSut] gau"-'ﬁéﬂ&/ff_‘;u},??tfb_q

Gt S ol sl Ll U S sl

LS uw&w-f:‘_;btﬁygﬁ J/._/"'QUsw/JJIL&quJJLI)I{)?CE'?&,:GL S irl aTos
Pl St UHAS BuTos e JEme s d 19 13 Uy

38 PAKISTAN INCOME FUND




AT
Esy i s

}G‘:lﬁl

Jff;éiL@Q&%JJ':}JWWJTFUS’[GGS Lfciﬂlul'ﬂ’[.._...il'ué‘!@gii‘gl)f;z&u» K,L/;ﬁulfz,i’ﬁbx
AL S IS S s B se Sostec

Ao

Y
AT
;2016 31 21

39 PAKISTAN INCOME FUND




CONDENSED INTERIM STATEMENT OF ASSETS AND LIABILITIES

AS AT SEPTEMBER 30, 2016

(Un-audited)

September 30,
2016

(Audited)

June 30,
2016

ASSETS
Balances with banks 781,082 286,385
Investments 311,213 781,941
Profit receivable 6,388 18,115
Advances, deposits and prepayments 8,351 8,373
Total assets 1,107,034 1,094,814
LIABILITIES
Payable to the Management Company 1,592 1,673
Payable to the Central Depository Company of Pakistan Limited - Trustee 164 169
Payable to the Securities and Exchange Commission of Pakistan 201 909
Payable against redemption of units 47 47
Accrued expenses and other liabilities 35,277 41,718
Total liabilities 37,281 44,516
NET ASSETS 1,069,753 1,050,298
Unit holders' funds (as per statement attached) 1,069,753 1,050,298
Contingencies and commitments
(Number of units)

NUMBER OF UNITS IN ISSUE 19,735,530 19,592,850

-------- (Rupees) --------
NET ASSET VALUE PER UNIT 54.20 53.61

The annexed notes from 1 to 15 form an integral part of this condensed interim financial information.

] ,( J ! _ For MCB-Arif Habib Savings and Investments Limited /,__\
V (Management Company) 7

Chief Executive Officer Director
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CONDENSED INTERIM INCOME STATEMENT (UN-AUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2016

Three months ended

September 30,
2016 2015
Note -------- (Rupees in '000) --------
INCOME
Income from government securities 10,435 17,540
Income from term finance and sukuk certificates 6,277 7,542
Profit on bank deposits and term deposit receipts 3,721 1,984
Capital (loss) / gain on sale of investments - net (2,977) 1,403
Income on deposit with NCCPL against exposure margin 16 -
17,655 28,469
Unrealised (diminution) / appreciation on re-measurement of investments
classified as 'at fair value through profit or loss' - net 6.5 41 1,138
(Provision)/reversal against non-performing debt securities (1,208) (1,699)
Total income 16,305 27,908
EXPENSES
Remuneration of the Management Company 4,015 4,449
Sales tax and Federal Excise Duty on remuneration of
the Management Company 522 1,434
Remuneration of the Central Depository Company of Pakistan
Limited - Trustee 442 531
Sindh Sales tax on remuneration of the trustee 9 57 -
Securities and Exchange Commission of Pakistan - fee 201 222
Allocated expense 10 303 -
Securities transaction cost 104 48
Settlement and bank charges 131 99
Fees and subscription 87 100
Auditors' remuneration 164 172
Printing and related costs 43 43
Legal and professional 15 -
Total expenses 6,084 7,098
10,221 20,810
Net element of (loss)/ income and capital (losses)/ gains
included in prices of units issued less those in units redeemed
Arising from capital (loss)/ gain and unrealised (loss)/ gain (57) 493
Arising from other income/ (loss) 81 (44)
Provision for Workers' Welfare Fund 7.1 - -
Net income for the period before taxation 10,245 21,259
Taxation 11 - -
Net income for the period after taxation 10,245 21,259
Other comprehensive income for the period
Items that may be reclassified to profit and loss account
Unrealised appreciation on re-measurement
of investments classified as available for sale - net 6.6 1,588 7,058
Total comprehensive income for the period 11,833 28,317

Earnings per unit 12

The annexed notes from 1 to 15 form an integral part of this condensed interim financial information.

. /( j ! ~ For MCB-Arif Habib Savings and Investments Limited /,_\
y (Management Company) 7

Chief Executive Officer Director
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CONDENSED INTERIM DISTRIBUTION STATEMENT (UN-AUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2016

Three months ended
September 30,
2016 2015
---------- (Rupees in '000) --------

Undistributed income brought forward 72,335 72,448

Net element of income and capital gains included in the
prices of units issued less those in units redeemed - transferred

from unit holders' fund 493 4,367
Net income for the period 10,245 21,259
10,738 25,626

Undistributed income carried forward 83,073 98,074

The annexed notes from 1 to 15 form an integral part of this condensed interim financial information.

] J j ! _ For MCB-Arif Habib Savings and Investments Limited /,__\
V (Management Company) 7

Chief Executive Officer Director
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CONDENSED INTERIM STATEMENT OF MOVEMENT IN UNIT HOLDERS' FUNDS (UN-AUDITED)

FOR THE QUARTER ENDED SEPTEMBER 30, 2016

Net assets at beginning of the period

Issue of 1,345,475 units (2015: 3,413,655 units)

Redemption of 1,202,795 units (2015: 2,210,977 units)

Net element of (income)/ loss and (capital gains)/ losses included
in prices of units issued less those in units redeemed
- amount representing (income)/ loss and (capital gains)/ losses
transferred to the Income Statement
Arising from (capital gain)/ loss and (unrealised gain)/ loss
Arising from other loss/ (income)

- amount representing (income)/ loss that forms part of unit holders'-
fund transferred to Distribution Statement

Net element of income/ (loss) and capital gains/ (losses) included in prices

of units issued less those in units redeemed - amount representing
unrealised income

Capital (loss) / gain on sale of investments - net

Unrealised appreciation on re-measurement of investments
classified as at fair value through profit or loss - net

Other net income for the period
Unrealised appreciation on re-measurement

of investments classified as available for sale
Total Comprehensive income for the period

Net assets at end of the period

The annexed notes from 1 to 15 form an integral part of this condensed interim financial information.

For MCB-Arif Habib Savings and Investments Limited

Chief Executive Officer

43

Three months ended
September 30,

2016 2015

1,050,298 1,131,448
72,454 174,548
(64,804) (108,309)
7,650 65,739
57 (493)

(81) 44

(493) 4,367
(517) 3,918
493 (4,367)
(2,977) 1,403

41 1,138
13,179 18,718
1,588 7,058
11,833 28317
1,069,753 1,225,055

-

Director
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CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2016

A. CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the period

Adjustments
Net unrealised diminution / (appreciation) in value of
investments classified as at fair value through profit or loss
Net element of (income)/ loss and (capital gains)/ capital losses included
in prices of units issued less those in units redeemed
Arising from capital gain and unrealised gain
Arising from other income
Reversal / Provision against non-performing debt securities

Decrease/ (increase) in assets

Investments
Profit receivable
Advances, deposits and prepayments

(Decrease)/ increase in liabilities

Payable to the Management Company
Payable to the Central Depository Company of Pakistan Limited - Trustee
Payable to the Securities and Exchange Commission of
Pakistan - fee
Accrued expenses and other liabilities

Net cash generated from / (used in) operating activities
B. CASH FLOWS FROM FINANCING ACTIVITIES

Receipts from issuance of units
Payments on redemption of units

Net cash generated from financing activities

Net increase/ (decrease) 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 from 1 to 15 form an integral part of this condensed interim financial information.

(A+B)

For MCB-Arif Habib Savings and Investments Limited

ql&’”/w ' (Management Company)

Chief Executive Officer

44

Three months ended
September 30,
2016 2015
---------- (Rupees in '000) -------

10,245 21,259
@1) (1,138)
57 (493)
(81) 44
1,208 1,699
11,387 21371
471,149 (264,615)
11,727 5,390
22 288
482,898 (258,937)
@81) (222)
5) 25
(708) (572)
(6,441) (9,445)
(7,236) (10,214)
487,049 (247,780)
72,454 174,548
(64,804) (108,809)
7,650 65,739
494,698 (182,041)
286,385 226,662
781,082 44,621

-

Director
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)

FOR THE QUARTER ENDED SEPTEMBER 30, 2016

1.

1.1

1.2

1.3

1.4

1.5

1.6

2.1

2.2

2.3

24

LEGAL STATUS AND NATURE OF BUSINESS

Pakistan Income Fund ("the Fund") was established under a Trust Deed executed between Arif Habib Investments Limited
(now MCB-Arif Habib Savings and Investments Limited) as Management Company and Central Depository Company of
Pakistan Limited (CDC) as Trustee. The Trust Deed was executed on October 23, 2001 and was approved by the Security and
Exchange Commission of Pakistan (SECP) on February 28, 2002 in accordance with the Asset Management Companies Rules,
1995 (AMC Rules) repealed by Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (NBFC Rules).

The Management Company of the Fund has been licensed to act as an Asset Management Company under the Non Banking
Finance Companies (Establishment and Regulations) 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 is an open-ended mutual fund and has been categorised 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 surrendering to the Fund. The units
are listed on Pakistan Stock Exchange (PSX), formerly Karachi Stock Exchange.

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

The Pakistan Credit Rating Agency (PACRA) Limited has assigned Management quality rating of AM2++ dated June 8, 2016
to the Management Company and "A+(f)" as stability rating dated December 31, 2015 to the Fund.

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

STATEMENT OF COMPLIANCE

This condensed interim financial information has been prepared in accordance with the requirements of the International
Accounting Standard (IAS) 34 "Interim Financial Reporting" and provisions of and directives issued under the Companies
Ordinance, 1984, 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). In case where requirements
differ, the provisions of / or directives issued under the Companies Ordinance, 1984, the NBFC Rules and the NBFC Regulations
have been followed.

This condensed interim financial information does not include all the information and disclosures required for full annual
financial statements and should be read in conjunction with the financial statements for the year ended 30 June 2016.

The comparatives in the condensed interim statement of assets and liabilities presented in the condensed interim financial
information as at 30 September 2016 have been extracted from the audited financial statements of the Fund for the year ended
30 June 2016, where as the comparative in condensed interim income statement, condensed interim distribution statement,
condensed interim statement of movement in unit holders' fund and condensed interim cash flow statement are extracted from
unaudited condensed interim financial information for the period ended 30 September 2015.

The directors of the Management Company declare that this condensed interim financial information gives a true and fair view
of the Fund.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)

FOR THE QUARTER ENDED SEPTEMBER 30, 2016

2.5

3.1

3.2

33

34

5.1

This condensed interim financial information is unaudited and is presented in Pak Rupees, which is the functional and presentation
currency of the Fund and has been rounded off to the nearest thousand rupees.

SIGNIFICANT ACCOUNTING POLICIES AND KEY ACCOUNTING ESTIMATES AND JUDGEMENTS

The accounting policies and methods of computation adopted 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 June 30, 2016 .

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

In preparing this condensed interim financial information, significant judgments made by management in applying accounting
policies and the key sources of estimation uncertainty were the same as those that applied to the financial statements as at and

for the year ended 30 June 2016.

The element of income arising on issuance and redemption of units is bifurcated into portion attributable to capital gain / losses
(realised and unrealised) and other income appearing in book of accounts of the Fund.

FINANCIAL RISK MANAGEMENT

The Fund's risk management policies are consistent with that disclosed in the financial statements of the Fund as at and for
the year ended June 30, 2016.

(Un-audited) (Audited)
September 30, June 30,
BALANCES WITH BANKS 2016 2016
Note ---- (Rupees in '000) ----
In current account 14.2 4,550 -
In deposit accounts 142 & 5.1 626,532 286,385
Term deposit 5.1 150,000 -
781,082 286,385
These carry markup at rates ranging between 3.75% to 7% per annum (2016: 3.75% to 7.25% per annum)
INVESTMENTS
At fair value through profit or loss
Government securities 6.1 - 236,630
Listed debt securities 6.2 105,781 226,233
Unlisted debt securities 6.3 143,278 22,824
249,059 485,687
Available for sale
Government securities 6.4 62,153 296,254
311,213 781,941
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2016

6.1 Government securities - 'at fair value through profit or loss'
Face value As at September 30, 2016 Market Market
Purchased | . value as a value as a
Issue date Asat during Dlqu')sed off Mzttured Asat Carrying Market | Appreciation/ | percentage percentage
July 1, during the | during the | September P f net f total
2016 the iod iod 30,2016 value value (diminution) of nef of tota
period perio perio ’ assets investments
--(Rupees in '000)-- % %
Treasury bills - 3 months - 375,000 350,000 25,000 - - - - - -
Treasury bills - 6 months 50,000 - 50,000 - - - - - - -
Treasury bills - 12 months 195,000 520,000 515,000 200,000 - - - - - -
Total as at September 30, 2016 - - - - -
Total as at June 30, 2016 236,447 236,630 183 23.00 30.26
(Unaudited) (Audited)
September 30, June 30,
2016 2016

---- (Rupees in '000) --—-

6.2 Listed debt securities 6.2.1 203,853 322,606
Less: Provision at July 1

Pace Pakistan Limited 46,542 43,144
Telecard Limited 31,088 31,088
Trust Investment Bank Limited - I1I 18,743 18,743

96,373 92,975
Less: Provision charged during the period
Pace Pakistan Limited
- Reversal against carrying value matured ‘ (3,293)| | (6,586)‘

- Charge against face value receivable 4,992 9,984
1,699 3,398
Add: Reversals during the period
Telecard Limited - -
105,781 226,233
6.2.1 Listed debt securities - term finance certificates
Certificates have a face value of Rs 5,000 each unless stated otherwise
Number of Certificates As at September 30, 2016
Market Market value**
i o
Name of investee company As at Pur?hased Ma'tured Dlspos.ed As at Carrying Market Appreciation / value**asa | as a percentage
July 1, | during the | during the | off during | September value* value (diminution) percentage of of total
2016 period period the period 30,2016 net assets investment
---------- Rupees in '000-------- % Y%
Commercial banks
Askari Bank Limited (23-12-11 issue)*** 37 - - - 37 37,487 37,487 - 3.50 12.05
Bank Al Falah Limited (20-02-13 issue) 13,381 - - - 13,381 68,250 68,294 43 6.38 21.94
Financial services
Trust Investment Bank (04-07-08 issue)
- Due but not received - - - - - 18,743 18,743 - - -
Fixed line telecommunication
Telecard Limited (27-05-05 issue)
- Due but not received - - - - - 31,088 31,088 - - -
Real Estate investment and services
Pace Pakistan Limited (15-02-08 issue)
- Redeemable amount 10,000 - - . 10,000 3,293 3,293
- Due but not received 44,948 44,948
48,241 48,241 - - -
Total as at September 30, 2016 23,418 - - - 23,418 203,809 203,853 43 9.88 33.99
Total as at June 30, 2016 23,423 14,500 - 5 37918 320,736 322,606 1,870 9.66 11.81

* Carrying value before provision - Provision detail is specified in note 6.2
** Market value after provision - Provision detail is specified in note 6.2

*** These certificates have a face value of Rs. 1 million each.
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6.3 Unlisted debt securities - term finance certificates

Certificates have a face value of Rs 5,000 each

Number of Certificates As at September 30, 2016
Purchased | M d Di d Marl;ztavalue Market value as
Name of investee compan Asat urchase ature Ispose: Asat i iati a percentage of
pany July 1, | during the | during the | off during [ September Ca‘:l)::g N‘[]::‘::t ‘?g?;?ﬁf:if:)/ percentage of totl;l invesfﬂent
2016 period period the period | 30,2016 net assets
---------- Rupees in '000-------- % %
Bank Alfalah Limited - TFC4 (02-12-09) Floating 4,500 - - - 4,500 22,824 22,863 40 2.14 7.35
Habib Bank Limited - TFC (19-02-2016) 500 - - - 500 49,997 49,944 (53) 4.67 16.06
Askari Bank Limited -TFC (30-09-2014) 5,000 5,000 - - 10,000 25,480 25,480 - 2.38 8.20
Bank Al-Habib Limited (17-03-16 issue) 9,000 9,000 44,980 44,991 11 4.21 14.47
Total as at September 30, 2016 19,000 5,000 - - 24000 143281 143278 [©) 13 46
Total as at June 30, 2016 26,100 - 1500 20,100 4,500 23227 22,824 (403) 2.17 2.92
6.4 Government securities - 'available for sale’'
Face value As at September 30, 2016
Market Market
Purchased |, value as a value as a
Issue date As at during Disposed off| Matured Asat Market Appreciation | Percentage percentage
July 1, during the | during the | September Cost R f net f total
the ) N value / (diminution) orne ol tota
2016 period period period 30, 2016 assets investments
-~(Rupees in '000)--- Y% %
Pakistan Investment Bond - 03 years 194,000 139,000 333,000 - - - - - - -
Pakistan Investment Bond - 05 y¢ 24,500 633,900 606,700 - 51,700 54,038 53,978 (60) 5.05 17.34
Pakistan Investment Bond - 10 years 57,400 600,000 650,000 - 7,400 8,127 8,175 48 0.76 2.63
Total as at September 30, 2016 62,166 62,153 (12) 5.81 19.97
Total as at June 30, 2016 297,855 296,254 (1,601) 28.21 37.89
(Un-Audited) (Audited)
September 30, June 30,
Note 2016 2016
6.5 Unrealised (diminution)/ appreciation in value of investments
at fair value through profit or loss - net
Market value of investments 6.1,6.2.1,6.3 347,131 582,060
Carrying value of investments 6.1,6.2.1,6.3 (347,091) (580,410)
41 1,650
6.6 Unrealized (diminution) / appreciation on remeasurement of investments
classified as 'available-for-sale' - net
Market value of investments 6.4 62,153 296,254
Cost of investments 6.4 62,166 297,855
12) (1,601)
Less: Net unrealized appreciation in value of investments
classified as 'available for sale' at beginning of the period (1,601) (1,418)
1,589 (183)
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6.7 DETAILS OF NON-COMPLIANT INVESTMENT WITH THE INVESTMENT CRITERIA AS SPECIFIED BY
SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN

In accordance with Clause (v) of the investment criteria laid down for 'Income Scheme' in Circular no. 7 of 2009, the Fund is
required to invest in any security having rating not lower than the investment grade (credit rating of BBB and above). However,
as at September 30, 2016, the Fund is non-compliant with the above mentioned requirement in respect of the following
investments. The securities were in compliance of the Circular (i.e. investment grade) at the time of purchase and were
subsequently downgraded to non investment grade by MUFAP on default by respective issuer in repayment of coupon due on
respective dates. The Fund holds 100% provision against such investment as enumerated below:

Value of Value of
Category of non- Type of Investment / | investment Provision investment | Percentage of net [ Percentage of
compliant investment | Name of Company before held, if any after assets gross assets
provision provision
. % %
----------—-——----Rupees in '000'-------------—-
Investment in debt  a) Trust Investment 18,743 18,743 - - -
securities Bank Limited - 111
(note 6.2.1)
Investment in debt  b) Telecard Limited 31,088 31,088 - - -
securities (note 6.2.1)
Investment in debt  ¢) Pace Pakistan 48,241 48,241 - - -
securities Limited
(note 6.2.1)
(Unaudited) (Audited)
September 30, June 30,
7. ACCRUED EXPENSES AND OTHER LIABILITIES
2016 2016
Note ---- (Rupees in '000) ----
Provision for Workers' Welfare Fund 7.1 24,327 24,327
Provision for Federal Excise Duty and related tax on
- management fee 7.2 9,210 9,210
- sales load 239 239
Auditors' remuneration 239 461
Zakat 165 165
Brokerage 224 77
Capital gain tax 14 6,474
Other 783 705
Legal and professional charges 75 60
35,277 41,718
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71

7.2

Provision for Workers' Welfare Fund

The Finance Act 2008 introduced an amendment to the Workers' Welfare Fund Ordinance, 1971 (WWF Ordinance), whereby
the definition of 'Industrial Establishment' has been made applicable to any establishment to which West Pakistan Shops and
Establishment Ordinance, 1969 applies. As a result of this amendment, all Collective Investment Schemes (CISs) / mutual funds
whose income exceeds Rs.0.5 million in a tax year have been brought within the scope of the WWF Ordinance thus rendering
them liable to pay contribution to WWF at the rate of two percent of their accounting or taxable income, whichever is higher.
In this regard, a constitutional petition has been filed by certain CISs through their trustees in the Honourable Sindh High Court
(SHC), challenging the applicability of WWF to the CISs, which is pending adjudication.

Subsequent to the year ended June 30, 2010, a clarification was issued by the Ministry of Labour and Manpower (the Ministry)
on July 8, 2010 which stated that mutual funds are not liable to contribute to WWF on the basis of their income. However on
December 14, 2010 the Ministry filed its response against the Constitutional petition requesting the Court to dismiss the petition.
According to the legal counsel who is handling the case, there is a contradiction between the aforementioned clarification issued
by the Ministry and the response filed by the Ministry in the Court.

Subsequent to the year ended June 30, 2011, the Honourable Lahore High Court (LHC) in a constitutional petition relating to
the amendments brought in the WWF Ordinance, 1971 through the Finance Act, 2006, and the Finance Act 2008, has declared
the said amendments as unlawful and unconstitutional and struck them down. In March 2013 a larger bench of the Sindh High
Court (SHC) in various constitutional petitions declared that amendments brought in the WWF Ordinance, 1971 through the
Finance Act, 2006, and the Finance Act 2008, do not suffer from any constitutional or legal infirmity.

However, as per advice of legal counsel the stay granted to CIS remains intact and the constitution petitions filed by the CIS
to challenge the WWF contribution have not been affected by the SHC judgment. In view of the afore mentioned developments
and uncertainties created by the decision of SHC, management company, as a matter of prudence, has decided to charge the
entire provision for WWF in these financial statements.

Furthermore, in the Finance Act 2015, the mutual funds have been excluded from the levy of WWF. As this change has been
made in the definition of the term 'Industrial Establishment' as defined in the Workers' Welfare Fund Ordinance, 1971, the
change may appear to apply prospectively. Accordingly, the management is of the view that this change is applicable from
July 1, 2015. Hence, the matter regarding previous years would either need to be clarified by FBR or would be resolved through
courts. The Management Company, as a matter of prudence, has decided to retain the provision for WWF amounting to Rs.
24.33 million in these financial statements pertaining to period July 1, 2011 to June 30, 2015 and have not recognised any
further provision there against. During the year ended June 30, 2016 the Fund charged Rs.Nil on account of WWF. Had the
said provision of WWF not been recorded in the books of account of the Fund, the Net Asset Value (NAV) of the Fund would
have been higher by Rs. 1.23 per unit as at September 30, 2016.

Provision for Federal excise duty and related tax

The Finance Act, 2013 enlarged the scope of Federal Excise Duty (FED) on financial services to include Asset Management
Companies (AMCs) with effect from June 13, 2013. As the asset management services rendered by the Management Company
of the Fund are already subject to provincial sales tax on services levied by the Sindh Revenue Board, which is being charged
to the Fund, the Management Company is of the view that further levy of FED was not justified.

On September 4, 2013, a constitutional petition was filed in Honorable Sindh High Court (SHC) jointly by various asset
management companies, together with their representative Collective Investment Schemes through their trustee, challenging

the levy of FED.
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10.

11.

11.1

11.2

12.

The Sindh High Court in its decision dated July 16, 2016 maintained the previous order on the FED. The management is
however of the view that since the Federal government still has the right to appeal against the order, the previous balance of
FED can not be reversed.

Further, the Federal Government vide Finance Act 2016 has excluded asset management companies and other non banking
finance companies from charge of FED on their services .

In view of the pending decision and as a matter of abundant caution, the Management Company of the Fund has made a
provision for FED in the books of accounts of the Fund with effect from June 13, 2013 to June 30, 2016 aggregating to Rs.
9.4 million (2016: Rs. 9.4 million).

CONTINGENCIES AND COMMITMENTS

There were no contigencies and commitments as at September 30, 2016 and June 30, 2016 other than those stated in note 11.2
to this condensed interim financial information.

SINDH SALES TAX ON REMUNERATION OF THE TRUSTEE

The Sindh Revenue Board through Circular No. SRB-3-4/TP/01/2015/86554 dated June 13, 2015 amended the definition of
services of shares, securities and derivatives and included the custodianship services within the purview of the Sindh Sales Tax.
Accordingly Sindh Sales Tax of 13 % Is applicable on Trustee fee which is now covered under the section 2(79A) of the Sindh
Finance Bill 2010 (amended upto 2015).

ALLOCATED EXPENSE

The SECP via SRO 1160 dated November 25, 2015 amended clause 60 of NBFC Regulations, 2008. The said clause entitled
the Management Company to reimbursement of fees and expenses related to registrar services, accounting, operation and
valuation services related to CIS up to a maximum of 0.1% of average annual net assets of the scheme or actual whichever is
less.

TAXATION

The Fund is exempt from taxation under clause 99 of the Part I of the 2nd Schedule of the Income Tax Ordinance, 2001, subject
to the condition that not less than 90% of its accounting income for the year as reduced by capital gains whether realised or
unrealised is distributed amongst the unit holders, provided that for the purpose of determining distribution of not less than
90% of its accounting income for the year, the income distributed through bonus units shall not be taken into account.
Furthermore, as per Regulation 63 of the Non-Banking Finance Companies and Notified Entities Regulations, 2008, the Fund
is required to distribute 90% of the net accounting income other than capital gains to the unit holders.

The Fund is also exempt from the provisions of section 113 (minimum tax) under clause 11A of Part IV of the Second Schedule
to the Income Tax Ordinance, 2001. The management intends to distribute at least 90% of the income earned during the year
by the Fund to the unit holders. Accordingly, no provision has been made in this condensed interim financial statement.

EARNINGS PER UNIT

Earnings per unit (EPU) has not been disclosed, as in the opinion of the management, the determination of cumulative weighted
average number of outstanding units for calculating earnings per unit is not practicable.
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13.

14.

14.1

TOTAL EXPENSE RATIO

"The Total Expense Ratio (TER) of the fund including government levies as on September 30, 2016 is 0.69%. Total expense

for the period includes 0.08% representing Government levies.

TRANSACTIONS WITH CONNECTED PERSONS

Connected persons / related parties of the Fund include the Management Company, other collective investment schemes being

managed by the Management Company, MCB Bank Limited being the holding company of the Management Company, the

Trustee, directors and key management personnel, other associated undertakings and unit holders holding more than 10% units

of the fund.

Remuneration to the Management Company and the Trustee are determined in accordance with the provisions of the Non-
Banking Finance Companies & Notified Entities Regulations, 2008 and the Trust Deed of the Fund. All other transactions with

connected persons are in the normal course of business and are carried out on agreed terms.

Details of transactions with connected

persons are as follows:

MCB-Arif Habib Savings and Investment Limited
- Management Company
Remuneration for the period including indirect taxes

Allocated expense

Central Depository Company of
Pakistan Limited - Trustee
Remuneration for the period including indirect taxes

CDS charges

MCB Bank Limited
Profit on bank deposits
Bank Charges

Next Capital

Brokerage *

Arif Habib Limited

Brokerage *

Directors, executives and employees of the
Management Company
Issue of 7,359 units (2015: Nil units)
Redemption of Nil units (2015: 6740 units)
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Three months ended

September 30,

2016 2015
--- (Rupees in '000) ---

4,537 5,883
303 -
499 531

2 -
71 285
1 7
33 13
9 -
399 -
- 364
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*The amount disclosed represents the amount of brokerage paid to connected persons and not the purchase or sale value of
securities transacted through them as the ultimate counter parties are not connected persons.

(Unaudited) (Audited)
September 30 June 30
2016 2016

----(Rupees in '000)----
14.2  Amounts outstanding as at period / year end:

MCB-Arif Habib Savings and Investment Limited
- Management Company

Remuneration payable 1,319 1,384

Sales tax payable on management fee 172 194

Sales load payable including related taxes 1 2

Sindh sales tax payable on sales load 12 239

Allocated expense payable 88 93
Central Depository Company of Pakistan Limited - Trustee

Remuneration payable 145 148

Sales tax payable on trustee fee 18 21

Security deposit 200 200
MCB Bank Limited

Bank balance 11,738 40,268

Profit receivable on bank deposits 26 29
Arif Habib Limited

Brokerage 9 -
Next Capital Limited

Brokerage 33 -

Directors, executives and employees of the
Management Company
8,439 Units held (June 30,2016: 1,080 Units) 457 58

15. DATE OF AUTHORISATION FORISSUE

This condensed interim financial information was authorised for issue on October 21, 2016 by the Board of Directors of the
Management Company.

) ,( J [ ~ For MCB-Arif Habib Savings and Investments Limited /,_\
y (Management Company) 7

Chief Executive Officer Director
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Please find us on

Ei @ & O YouTD

S

by typing: MCB Arif Habib Savings

MCB-Arif Habib Savings and Investments Limited
24th Floor, Centrepoint, Off Shaheed-e-Millat Expressway, Near K.PT. Interchange, Karachi-74900
UAN: (+92-21) 11-11-62224 (11-11-MCBAH), 111-468-378 (111-INVEST)
Bachat Center: 0800-62224 (0800-MCBAH), Fax: (+92-21) 35316080, 35316081
URL: www.mcbah.com, Email: info@mcbah.com




