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REPORT OF THE DIRECTORS OF THE MANAGEMENT COMPANY
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

Dear Investor,

On behalf of the Board of Directors, I am pleased to present MCB Pakistan Sovereign Fund accounts review for half year ended December
31,2016.

ECONOMYAND MONEY MARKET OVERVIEW

Weakness in external account raised concerns in otherwise progressive improvement in headline economic indicators continuing for the last 2
years. Weak trade balance, primarily due to subdued trend in exports and higher imports along with weak contribution from services and
remittances kept the pressure on overall Current Account balance which widened 92% in IHFY 17 to USD 3.6 billion. It is pertinent to note that
partial increase in imports is triggered by machinery imports which have increased by 8.3% along with increase in oil import bill which is
expected to widen further given recent arrangements from OPEC to support Int'l Crude Oil prices. The cushion to Balance of Payments was
bolstered by financial account of USD 3.7 bn where major respite came from the net borrowing of USD 740 million along with the inflow
materialized in FDI on completion of acquisition of stake in Engro Foods by Freisland Campina. Overall balance of the Balance of Payments
stood at USD 225 mn compared to USD 1.5 bn during same period of last year.

Foreign exchange reserves stood at USD 23.2 bn (06" Jan 2017). It is pertinent to note that SBP reserves explain most of the volatility in For-ex
reserves where government borrowing and retirement of loans has net negative balance in IHFY 17 while closing approx USD 1bn lower from
peak seenin Oct 16.

Undergoing appreciation of about 0.4% in 1HFY17, PKR continues to remain resilient against USD which also raises concerns given the
relative weakness in other developing economies and also reflected from REER as measured by SBP reaching to a high of 126 depicting
significant overvaluation.

Fiscal deficit increased to 1.3 %( 1QFY17) of GDP as against 1.1% in SPLY due to sharp decline in non-tax revenue. On provisional basis, tax
authority has managed to collect PKR 1,460 billion during 1HFY 17, recording a shortfall of PKR ~127 billion from the desired target. With
annual tax collection target of PKR 3.6 trillion; demanding a growth rate of 17% YoY, and higher development spending, fiscal deficit is likely
to exceed 4.5% against budgetary target of 3.8%. Focus of government on development spending is however positive for the overall long term
direction and thus slippage on this front is not a major concern.

LSM grew by 3.24%YoY in SMFY17. The growth is driven through consumer, electrical, automobiles and cement manufacturing.

Inflation continued its upward trajectory with first half averaging 3.88% compared to 2.08% for IHFY'16. The withering of low base effect
along with inherent increases in food and housing pricing triggered inflationary pressures. The government kept on absorbing the incremental
petrol prices which kept the inflation subdued.

M2 growth posted year to date growth of 5.45% by the end of the year. The deposits grew seasonally by PKR 420 bn in a week supported by
year end efforts of banks to expand balance sheet size. Thereafter, the M2 growth has normalized to 3.68%. Moreover, the abnormal
accumulation in currency in circulation (CIC) last year triggered after imposition of withholding tax on cash withdrawals has normalized
though CIC to M2 ratio is still high at 26% against previous average of 22%. The Net Domestic Assets increased by PKR 518 bn supported by
net government sector borrowings of PKR 390 bn.

FUND PERFORMANCE

During the period under review, the fund generated an annualized return of 4.14% as against its benchmark return of 5.68%. At period-end, the
fund was 48.7% invested in cash and bank deposits and 49.4% in PIBs.

The Net Assets of the Fund as at December 31, 2016 stood at Rs. 3,842 million as compared to Rs. 8,691 million as at June 30, 2016 registering
adecrease 0f 55.79%.

The Net Asset Value (NAV) per unit as at December 31, 2016 was Rs. 54.31 as compared to opening NAV of Rs. 53.2 per unit as at June 30,
2016 registering an increase of Rs. 1.11 per unit.

FUTURE OUTLOOK

The reversal in crude oil prices is expected to wither of the fiscal space previously available amid growing import bill. The recent decision by
government to revise up petroleum prices in its latest fortnightly decision points towards constricting fiscal liberty.

The recently announced textile package is expected to provide support to the export sector. However, the overvalued currency as depicted from

REER still remains a blockade for export competitiveness of the country however the same may remain deferred till the government continues
to fund the gap through borrowing.
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REPORT OF THE DIRECTORS OF THE MANAGEMENT COMPANY
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

The inflationary pressures are also expected to succumb to expected increments in petroleum prices along with its trickle down impact on food
inflation. We expect inflation for the year to average ~4.3%. It is pertinent to note inflation for next half of the year is expected to average around
4.8% with inflation for closing months of the year to exceed 5%.

While, we expect interest rates to remain stable in the short term given the stable inflationary trends, exchange rate overvaluation along with
weak external account suggest a close review of emerging trends with potential for inflection on either side though biased in favor of monetary
tightening.

The China Pakistan Economic Corridor is expected to provide much needed impetus to growth with above $50 billion program expected to
spur activity in the construction and power space which would have its trickle down affects. However, the current account is expected to
worsen with import bill increasing in the short term along with the Foreign Direct Investment inflows. Profit repatriation in the long term would
also be a concern for the balance of payments position.

Pakistan being in an economic expansionary cycle amid better positioning due to lower/stable interest rate environment along with growth
trigger in the form China Pakistan Economic Corridor would fare better compared to other Emerging Market economies. The program is
expected to favour the construction and allied industrial sectors. Banking sector is also expected to be beneficiary of strong advances growth in
a stable interest rate environment. The MSCI specific companies are expected to gain limelight as formal inclusion nears. However, the
volatility in global markets lead by uncertainty in global economies after Trump's induction as US President and redemption pressures on
emerging market funds would keep the short term market performance in check. But we reiterate our positive stance on the market.

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.

Forand on behalf of the Board,

Vg

Muhammad Saqib Saleem
Chief Executive Officer
February 2,2017
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TRUSTEE REPORT TO THE UNIT HOLDERS

CENTRAL DEPOSITORY COMPANY
OF PAKISTAN LIMITED

Head Office:

CDC House, 898, Block ‘B,
S.M.C.H.5. Main Shahra-a-Faisal,
Karachi - 74400, Pakistan.

Tel: {92-21) 111-111-500

Fax: {(92-21) 34326020 - 23

URL: www.cdcpakistan.com
Email: info@cdcpak.com

TRUSTEE REPORT TO THE UNIT HOLDERS
MCB PAKISTAN SOVEREIGN FUND

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

We Central Depository Company of Pakistan Limited, being the Trustce of MCB Pakistan
Sovereign Fund (the Fund) are of the opinion that MCB-Arif Habib Savings and Investments
Limited being the Management Company of the Fund has in all material respects managed
the Fund during the six months period ended December 31, 2016 in accordance with the
provisions of the following:

(i) Limitations imposed on the investment powers ol the Management Company under
the constitutive documents of the Fund;

(11) ‘The pricing, issuance and redemption of units are carried out in accordance with the
requirements of the constitutive documents of the Fund; and

(iii)  The Non-Banking Finance Companies (Establishment and Regulations) Rules, 2003,
the Non-Banking Finance Companies and Notified Entities Regulations, 2008 and
the constitutive documents of the Fund.

Aftab Ahmed Diwan
Chief Exccutive Officer
Central Depository Company of Pakistan Limited

Karachi: Febmary 17, 2017
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AUDITOR’S REPORT TO THE UNIT HOLDERS ON
REVIEW OF CONDENSED INTERIM FINANCIAL INFORMATION

EY Ford Rhodas Tel: 49221 3565 0007-11
Chartered Accountants Fax: 19221 3568 1965
Progressive Plaza, Beaumont Hoad ey khi@pk.ey.com
s P.0. Box L5541, Karachi 75530 ey.com/pk
Building a better Pakistan

working world

AUDITORS' REPORT TO THE UNIT HOLDERS ON
REVIEW OF INTERIM FINANCIAL INFORMATION

Introduction

We have reviewed the accompanying ¢condensed interim statement of assets and liabilities of
MCB Pakistan Sovereign Fund (the Fund) as at 31 December 2016, the related condensed
interim income statement, condensed interim statement of comprehensive income,
condensed interim cash flow statement, condensed interim distribution statement and
condensed interim statement of movement in unit holders' fund and notes to the accounts for
the half year then ended (here-in-after referred to as “interim financial information™).
Management Company is responsible for the preparation and presentation of this interim
financial information in accordance with approved accounting standards as applicable in
Pakistan for interim financial reporting. Our responsibility is to express a conclusion on this
interim financial information based on our review.

Scope of Review

We conducted our review in accordance with the International Standard on Review
Engagements 2410, “Review of Interim Financial Information Performed by the Independent
Auditor of the Entity". A review of interim financial informaticn consists of making inquiries,
primarily of persons responsible for financial and accounting matters, and applying analytical
and other review procedures. A review is substantially less in scope than an audit conducted
in accordance with International Standards on Auditing and consequently does not enable us
to obtain assurance that we would become aware of all significant matters that might be
identified in an audit. Accordingly, we dc not express an audit opinion,

Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the
accompanying interim financial information is not prepared, in all material respects, in

accordance with approved accounting standards as applicable in Pakistan for interim financial
reporting.

LY ool Froden
Chartered Accountants
Engagement Partner: Shabbir Yunus
Date: C2 February 2017
Karachi

A member firm of Ernst & Young Globzl Limited

73 MCB Pakistan Sovereign Fund




CONDENSED INTERIM STATEMENT OF ASSETS AND LIABILITIES

AS AT DECEMBER 31, 2016
(Un-Audited) (Audited)
December 31, June 30,
2016 2016
Note ~  -———-—- (Rupees in '000) -----—---
ASSETS
Balances with banks 3,519,015 4,148,521
Investments 5 3,568,082 9,270,198
Profit receivable 133,590 122,930
Advances and prepayments 2,085 2,163
Total assets 7,222,772 13,543,812
LIABILITIES
Payable to the Management Company 3,354 7,134
Payable to the Trustee 395 610
Annual fee payable to the Securities and Exchange
Commission of Pakistan (SECP) 2,744 6,164
Payable against purchase of investments 3,282,702 1,990,062
Payable against conversion of units - 2,769,378
Accrued and other liabilities 6 91,357 79,196
Total liabilities 3,380,552 4,852,544
NET ASSETS 3,842,220 8,691,268
Unit holders’ fund (as per statement attached) 3,842,220 8,691,268
Contingencies and commitments 7
------ (Number of units) ------
NUMBER OF UNITS IN ISSUE 70,747,974 163,363,463
------------ (Rupees) ------------
NET ASSETS VALUE PER UNIT 54.31 53.20

The annexed notes from 1 to 13 form an integral part of these condensed interim financial statements.

For MCB-Arif Habib Savings and Investments Limited
q' J iji,_/ (Management Company) /"—“ 7

Chief Executive Officer Director
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CONDENSED INTERIM INCOME STATEMENT (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

Income

Net (loss) / gain on sale of investments

Income from government securities

Profit on bank deposits

Net unrealised appreciation / (diminution)
on revaluation of investments 'at fair value
through profit or loss - held-for-trading'

Total income

Expenses

Remuneration of the Management Company

Sales tax and federal excise duty on
remuneration of the Management Company

Expenses allocated by the Management
Company and related taxes

Remuneration of the Trustee

Sales tax on trustee fee

Annual fee to SECP

Auditors' remuneration

Brokerage expenses

Other expenses

Total expenses

Net income from operating activities

Element of (loss) / income and capital
(losses) / gains included in the prices of
units sold less those in units redeemed:
- from realised / unrealised capital gains
- arising from other (loss) / income

Net income for the period before taxation
Taxation

Net income for the period after taxation

Note

52

Half year ended Quarter ended
December 31, December 31, December 31, December 31,
2016 2015 2016 2015
---------------------- (Rupees in '000) -------------------—-
(43,008) 61,472 2,851 36,458
234,035 275,427 85,294 140,578
26,588 12,071 16,584 8,045
- (116) 202 (1,251)
217,615 348,854 104,931 183,830
25,804 37,126 9,420 22,193
3,355 11,969 1,225 7,155
4,134 1,041 1,542 1,041
3,122 3,244 1,212 1,892
406 454 158 265
2,744 2,868 1,023 1,705
321 381 170 105
1,432 857 568 636
528 538 161 282
41,846 58,478 15,479 35,274
175,769 290,376 89,452 148,556
32,529 2,646 26,618 1,015
(101,269) 18,579 (80,898) 881
(68,740) 21,225 (54,280) 1,896
107,029 311,601 35,172 150,452
107,029 311,601 35,172 150,452

The annexed notes from 1 to 13 form an integral part of these condensed interim financial statements.

Vg

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

Director
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CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

Half year ended Quarter ended
December 31, December 31, December 31, December 31,
2016 2015 2016 2015
(Rupees in '000)
Net income for the period after taxation 107,029 311,601 35,172 150,452
Other comprehensive (loss) / income:
To be reclassified to profit or loss
account in subsequent periods
Net unrealised (diminution) / appreciation on
re-measurement of investments classified
as 'available-for-sale' (26,176) 3,711 36,150) (12,337)
Other comprehensive (loss) /
income for the period (26,176) 3,711 36,150) (12,337)
Total comprehensive income /
(loss) for the period 80,853 315,312 978) 138,115

The annexed notes from 1 to 13 form an integral part of these condensed interim financial statements.

For MCB-Arif Habib Savings and Investments Limited

q- J Wj”,_, (Management Company) /’\ﬂ 7
Chief Executive Officer Director
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CONDENSED INTERIM DISTRIBUTION STATEMENT (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

Half year ended Quarter ended
December 31, December 31, December 31, December 31,
2016 2015 2016 2015

S Y OTS 11 |11]) P —

Undistributed (loss) / income brought forward
comprises of:

- Realised (loss) / income (291,619) 156,410 (277,457) 570,601
- Unrealised income / (loss) 348 113 (202) 1,135
Undistributed (loss) / income brought forward - net (291,271) 156,523 (277,659) 571,736

Element of (loss) / income and capital (losses) /
gains included in the prices of units sold
less those in units redeemed - amount

representing unrealised (loss) / income (299,126) 294,377 (240,881) 40,313
Net income for the period 107,029 311,601 35,172 150,452
(192,097) 605,978 (205,709) 190,765

Undistributed (loss) / income carried forward (483,368) 762,501 (483,368) 762,501

Undistributed (loss) / income carried forward
comprises of:

- Realised (loss) / income (483,368) 762,617 (483,570) 763,752
- Unrealised income / (loss) - (116) 202 (1,251)
(483,368) 762,501 (483,368) 762,501

The annexed notes from 1 to 13 form an integral part of these condensed interim financial statements.

For MCB-Arif Habib Savings and Investments Limited
q' J iji,_/ (Management Company) /"—“ 7

Chief Executive Officer Director
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CONDENSED INTERIM STATEMENT OF MOVEMENT IN UNIT HOLDER’S FUND (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

Half year ended Quarter ended

December 31, December 31, December 31, December 31,
2016 2015 2016 2015
------------------------- (Rupees in '000) -----------=-mmmmmmmmemm

Net assets at beginning of the period 8,691,268 3,192,984 7,781,718 7,255,009

Issue of 59,491,350 (2015: 185,722,909) units and
4,567,945 (2015: 77,248,754) units for the half
year and quarter ended respectively 3,175,455 10,028,648 240,891 4,236,201

Redemption of 152,106,839 (2015: 95,135,996) units
and 78,520,684 (2015: 59,823,865) units for the
half year and quarter ended respectively (8,174,096) (5,183,708) (4,233,691) (3,295,418)

(4,998,641) 4,844,940 (3,992,800) 940,783

Element of loss / (income) and capital losses / (gains) included
in the prices of units sold 'less those in 'units redeemed:

- amount representing loss / (gain) and capital losses / (gains)
- transferred to income statement:
- from realised / unrealised capital gains (32,529) (2,646) (26,618) (1,015)
- arising from other loss / (income) 101,269 (18,579) 80,898 (881)

- amount representing unrealised loss / (income) and
capital losses / (gains) that forms part of unit holder's
fund transferred to distribution statement 299,126 (294,377) 240,881 (40,313)

367,866 (315,602) 295,161 (42,209)

Net income / (loss) for the period transferred
from the distribution statement:

Net (loss) / gain on sale of investments (43,008) 61,472 2,851 36,458

Net unrealised appreciation / (diminution) on revaluation
of investments 'at fair value through profit or loss -
held-for-trading' - (116) 202 (1,251)

Other income for the period 150,037 250,245 32,119 115,245

Element of (loss) / income and capital (losses) / gains included
in the prices of units sold less those in units redeemed -
amount representing unrealised (loss) / income (299,126) 294,377 (240,881) 40,313

(192,097) 605,978 (205,709) 190,765

Net unrealised (diminution) / appreciation on
re-measurement of investments classified
as 'available-for-sale' (26,176) 3,711 (36,150) (12,337)

Net assets at end of the period 3,842,220 8,332,011 3,842,220 8,332,011

NUMBER OF UNITS IN ISSUE 70,747,974 150,767,720 70,747,974 150,767,720
(Rupees)
NET ASSETS VALUE PER UNIT 54.31 55.26 54.31 55.26

The annexed notes from 1 to 13 form an integral part of these condensed interim financial statements.

"

For MCB-Arif Habib Savings and Investments Limited //‘__k

q -J&Jv\j/ . (Management Company)

Chief Executive Officer Director
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CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

Half year ended Quarter ended
December 31, December 31, December 31, December 31,
2016 2015 2016 2015

(Rupees in '000)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the period before taxation 107,029 311,601 35,172 150,452

Adjustments for:
Net unrealised (appreciation) / diminution on

revaluation of investments 'at fair value

through profit or loss - held-for-trading' - 116 (202) 1,251
Element of loss / (income) and capital losses /

(gains) included in the prices of units sold

less those in units redeemed:

- from realised / unrealised capital gains (32,529) (2,646) (26,618) (1,015)
- arising from other loss / (income) 101,269 (18,579) 80,898 (881)
175,769 290,492 89,250 149,807
Decrease / (increase) in assets
Investments 3,685,878 (4,431,447) 1,182,030 (528,715)
Profit receivable (10,660) (184,818) (116,763) (199,927)
Advances and prepayments 78 50 84 67
3,675,296 (4,616,215) 1,065,351 (728,575)
(Decrease) / increase in liabilities
Payable to the Management Company (3,780) 3,675 (4,347) 3,443
Payable to the Trustee (215) 296 (278) 139
Annual fee payable to SECP (3,420) (1,756) 1,023 1,705
Payable against purchase of investments 1,292,640 (1,069,911) 743,462 -
Payable against conversion of units (2,769,378) 102,470 (27,420) 102,470
Accrued and other liabilities 12,161 (10,506) 10,806 (106,081)
(1,471,992) (975,732) 723,246 1,676
Net cash generated from / (used in)
operating activities 2,379,073 (5,301,455) 1,877,847 (577,092)
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts from issuance of units 3,175,455 10,028,648 240,891 4,236,201
Payments on redemption of units (8,174,096) (5,183,708) (4,233,691) (3,295,418)
Net cash (used in) / generated from
financing activities (4,998,641) 4,844,940 (3,992,800) 940,783

Net (decrease) / increase in cash and cash

equivalents during the period (2,619,568) (456,515) (2,114,953) 363,691
Cash and cash equivalents at beginning of the period 6,138,583 1,382,582 5,633,968 562,376
Cash and cash equivalents at end of the period 3,519,015 926,067 3,519,015 926,067

The annexed notes from 1 to 13 form an integral part of these condensed interim financial statements.

"

For MCB-Arif Habib Savings and Investments Limited
q' J iji,_/ (Management Company) /"—“ 7

Chief Executive Officer Director
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FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

1.

LEGAL STATUS AND NATURE OF BUSINESS

1.1

1.2

1.3

14

1.5

1.6

1.7

1.8

MCB Pakistan Sovereign Fund (the Fund) was established under a Trust Deed executed between Arif Habib
Investments Limited (AHIL), as Management Company and Habib Metropolitan Bank Limited as Trustee. The Trust
Deed was executed on December 24, 2002 and was approved by SECP on January 07, 2003 in accordance with the
Asset Management Companies Rules, 1995 (AMC Rules), [repealed by the Non-Banking Finance Companies
(Establishment and Regulations) Rules, 2003 (the NBFC Rules)].

The Board of Directors have approved that the Fund should be categorised as "Income Scheme" as per the categories
defined by SECP Circular No. 7 of 2009 dated March 06, 2009.

During the year ended June 30, 2010, Habib Metropolitan Bank Limited retired as the Trustee of the Scheme and
Central Depository Company of Pakistan Limited (CDC) was appointed as the new Trustee with effect from November
23, 2009. The SECP approved the appointment of CDC as the Trustee in place of Habib Metropolitan Bank Limited
and further approved the amendments to the Trust Deed vide its letter number SCD/NBFC-11/MF-RS/MSPF/981/2009
dated 3 November 2009. Accordingly, the Trust Deed of the Scheme was revised through a supplemental Deed
executed between the Management Company, Habib Metropolitan Bank Limited and CDC.

Pursuant to the merger of MCB Asset Management Company Limited with and into Arif Habib Investments Limited
(AHIL), the name of AHIL has been changed to MCB-Arif Habib Savings and Investments Limited.

The Management Company of the Fund has been licensed to act as an Asset Management Company under the NBFC
Rules through certificate of registration issued by 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.

MCB Pakistan Sovereign Fund has a policy of investing in Pakistani rupee denominated debt securities issued by the
government of Pakistan and reverse repurchase transaction in government securities. In addition, the Fund can also
invest in sub-scheme of the Fund.

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 to the Fund. The units are listed on the Pakistan Stock Exchange Limited.

Pakistan Credit Rating Agency Limited (PACRA) has assigned an asset manager rating of 'AM2++' dated June 08,
2016 to the Management Company and a stability rating of 'AA- (f)' dated December 09, 2016 to the Fund. The Fund
consists of a 'Perpetual' (the scheme). In addition, the Fund had also issued other sub-scheme which matured as
follows:

Name of sub-scheme Maturity date of sub-scheme
MetroBank - Pakistan Sovereign Fund - (December 2012) December 31, 2012
MetroBank - Pakistan Sovereign Fund - (December 2007) December 31, 2007
MetroBank - Pakistan Sovereign Fund - (December 2005) December 31, 2005
MetroBank - Pakistan Sovereign Fund - (December 2003) December 31, 2003
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FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

1.9

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

2. BASIS OF PREPARATION

2.1

2.2

2.3

24

These condensed interim financial statements for the half year ended December 31, 2016, have been prepared in
accordance with the requirements of International Accounting Standard 34: ‘Interim Financial Reporting’, the Trust
Deed, the NBFC Rules, Non-Banking Finance Companies and Notified Entities Regulations, 2008 (the NBFC
Regulations) and directives issued by SECP. In case where requirements differ, the requirements of the Trust Deed, the
NBFC Rules, the NBFC Regulations and the directives issued by the SECP prevail.

These condensed interim financial statements do not include all the information and disclosures required in the annual
financial statements and should be read in conjunction with the financial statements of the Fund for the year ended June
30, 2016.

These condensed interim financial statements are un-audited but subject to limited scope review by the auditors.
Figures for the quarters ended December 31, 2016 and December 31, 2015 as reported in these condensed interim
financial statements have not been subject to limited scope review by the external auditors.

These condensed interim financial statements are presented in Pak rupees, which is the functional and presentation
currency of the Fund. Figures have been rounded off to the nearest thousand rupees unless otherwise specified.

3. ACCOUNTING POLICIES AND ESTIMATES

3.1

The accounting policies and methods of computation adopted in preparation of this condensed interim financial
statements are same as those applied in preparation of financial statements of the Fund for the year ended June 30,
2016, except as follows:

New / Revised Standards, Interpretations and Amendments

The Fund has adopted the following standards and amendment to IFRSs which became effective for the current period:

Standard or Interpretation
IFRS 10 — Consolidated Financial Statements, IFRS 12 Disclosure of Interests in
Other Entities and IAS 27 Separate Financial Statements — Investment Entities:
Applying the Consolidation Exception (Amendment)
IFRS 11 — Joint Arrangements - Accounting for Acquisition of Interest in Joint Operation (Amendment)

IAS 1 — Presentation of Financial Statements - Disclosure Initiative (Amendment)

IAS 16 — Property, Plant and Equipment and IAS 38 intangible assets - Clarification of Acceptable
Method of Depreciation and Amortization (Amendment)

IAS 16 — Property, Plant and Equipment and IAS 41 Agriculture - Agriculture: Bearer Plants (Amendment)

IAS 27 — Separate Financial Statements — Equity Method in Separate Financial Statements (Amendment)
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Improvements to Accounting Standards Issued by the IASB in September 2014
IFRS 5 — Non-current Assets Held for Sale and Discontinued Operations - Changes in methods of disposal
IFRS 7 — Financial Instruments: Disclosures - Servicing contracts

IFRS 7 — Financial Instruments: Disclosures - Applicability of the offsetting disclosures
to condensed interim financial statements

IAS 19 — Employee Benefits - Discount rate: regional market issue
IAS 34 — Interim Financial Reporting - Disclosure of information 'elsewhere in the interim financial report'

The adoption of the above standards, amendment and improvement to accounting standards did not have any effect on
the condensed interim financial statements.

In addition to the above standards and interpretations, improvements to various accounting standards have also been
issued by the IASB and are generally effective for current period. The Fund believes that such improvements to the
standards do not have any impact on the Fund's financial statements for the period.

3.2 FINANCIAL RISK MANAGEMENT

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

4. TOTAL EXPENSE RATIO

As per Directive 23 of 2016 dated July 20, 2016 issued by SECP the Total Expense Ratio of the Fund is 0.58% as on December 31,
2016 and this includes 0.09% representing Government Levy and SECP fee. This ratio is within the maximum limit of 2%
prescribed under the NBFC Regulations 60 (5) for a collective investment scheme categorised as an income scheme.

(Un-Audited) (Audited)
December 31, June 30,
2016 2016
Note =  -——-——-- (Rupees in '000) --------
5. INVESTMENTS
'At fair value through profit or loss - held-for-trading'
Pakistan Investment Bonds 5.1 - 58,054
Market Treasury Bills 5.1 - 5,966,048
- 6,024,102
'Available-for-sale’
Pakistan Investment Bonds 53 3,568,082 3,246,096
3,568,082 9,270,198
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENT S (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

6.1 The Finance Act, 2008 introduced an amendment to the Workers' Welfare Fund Ordinance, 1971 (WWF
Ordinance) as a result of which it was construed that all Collective Investment Schemes / Mutual Funds (CISs)
whose income exceeded Rs.0.5 million in a tax year were 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 was higher.

The amendments introduced in the WWF Ordinance were challenged in various High Courts of Pakistan. The
Honorable Lahore High Court (LHC) and the Honorable Sindh High Court (SHC) arrived at different conclusions
in respect of the validity of the amendments made through the Finance Act in relation to the WWF. Both the
decisions of LHC and the SHC were challenged in the Honorable Supreme Court of Pakistan (SCP). During the
period, the SCP passed a judgment on November 10, 2016, declaring the insertion of amendments introduced in the
Finance Act pertaining to WWF as unlawful for the reason that the WWF is not in the nature of tax and therefore,
could not be introduced through money bill under the Constitution. The Federal Board of Revenue has filed a
petition in the SCP against the said judgment, which is pending hearing.

Further, as a consequence of the 18th amendment to the Constitution, levy for the WWF was also introduced by the
Government of Sindh through the Sindh WWF Act, 2014. The Mutual Funds Association of Pakistan (MUFAP)
believes that the Mutual Funds are not liable to pay Sindh WWF under the said law, for the reason that the Mutual
Funds are not financial institutions and rather an investment vehicle. However, the Sindh Revenue Board has not
accepted the said position of MUFAP and as a result, MUFAP has taken up this matter with the Sindh Finance
Ministry for resolution.

In view of the above developments regarding the applicability of Federal and Sindh WWF on Mutual Funds, the
MUFAP has obtained a legal opinion on these matters and based on such legal advice, has recommended to all its
members on January 12, 2017 the following:

i. The provision against the Federal WWF held by the Mutual Funds till June 30, 2015 to be reversed on January
12,2017; and

ii. Provision against Sindh WWF, on prudent basis, should be made from the date of enactment of the Sindh
WWF Act, 2014 (i.e. May 21, 2015) with effect from January 12, 2017.

The above decisions were communicated to SECP and the Pakistan Stock Exchange Limited on January 12, 2017
and SECP vide its letter dated February 01, 2017 advised MUFAP that the adjustments relating to the above should
be prospective and supported by adequate disclosure in the financial statements of Mutual Funds. Accordingly, the
Fund has recorded these adjustments in its books on January 12, 2017.

The cumulative net effect of the above two adjustments if had been done at December 31, 2016 would have
resulted in increase in the net assets value per unit by Re.0.55 (1.01%) per unit.

6.2  There is no change in the status of petition pending with SHC as reported in note 11.1 to the annual financial
statements of the Fund for the year ended June 30, 2016.

Furthermore, 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.33.198 million (June 30, 2016: Rs.33.198 million). Had the said provision of FED and related
taxes not been recorded in the books of account of the Fund, the net assets value per unit of the Fund would have
been higher by Re.0.47 per unit as at December 31, 2016 (June 30, 2016: Re.0.20 per unit).
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9.1

CONTINGENCIES AND COMMITMENTS

7.1 CONTINGENCIES

There is no change in the status of the appeal filed with the Appellate Tribunal Inland Revenue and the restraining
order from the Honorable Sindh High Court in respect of the claim of super tax, as reported in note 13.1 to the annual
financial statements of the Fund for the year ended June 30, 2016.

7.2 COMMITMENTS

There were no commitments outstanding as at December 31, 2016.

TAXATION

The Fund's income is exempt from income tax as per clause 99 of part I of the Second Schedule of 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 in cash amongst the unit holders. The Management Company intends to distribute not less
than 90% of its annual accounting income in cash, if any, to comply with the above clause at year end. Accordingly, no tax
provision has been made in these condensed interim financial statements for the half year ended December 31, 2016.

TRANSACTIONS WITH CONNECTED PERSONS / OTHER RELATED PARTIES

Details of transactions and balances at period end with related parties / connected persons, other than those which have been
disclosed elsewhere in these financial statements, are as follows:

(Un-Audited)

Half year ended Quarter ended
December 31, December 31, December 31, December 31,
2016 2015 2016 2015

(Rupees in '000)
Transactions during the period:

MCB-Arif Habib Savings and Investments
Limited - Management Company
Remuneration of the Management Company

including indirect taxes 29,159 28,048 10,645 16,739
Expenses allocated by the Management

Company and related taxes 4,134 1,041 1,542 1,041
Legal and professional charges 45 2 31 2

Issuance of 2,340,394 (2015: 9,733,233) units

and Nil (2015: 1,225,159) units for the

half year and quarter ended respectively 124,986 527,000 - 67,000
Redemption of 7,540,244 (2015: 4,579,339) units

and 1,213,073 (2015: 2,131,570) units for the

half year and quarter ended respectively 404,312 249,277 65,312 117,277

Central Depository Company of
Pakistan Limited - Trustee
Remuneration including indirect taxes 3,528 3,698 1,370 2,157

Group / Associated Companies

Arif Habib Limited

Brokerage expense * 3 21 - 8
Next Capital
Brokerage expense * 116 154 15 29
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(Un-Audited)

Half year ended Quarter ended
December 31, December 31, December 31, December 31,
2016 2015 2016 2015
(Rupees in '000)
MCB Bank Limited
Profit on bank deposits 601 2,510 32 184
Bank charges 39 57 36 34

Sale of securities Face Value 450,000,000

(2015: Nil) and Face Value 200,000,000 for

the half year and quarter ended respectively 571,890 161,992 261,563 -
Purchase of securities Face Value 500,000,000

(2015: Nil) and Face Value Nil for the

half year and quarter ended respectively 496,640 166,925 - -

Adamjee Insurance Company Limited **
Issuance of Nil (2015: 16,283,742) units
and Nil (2015: Nil) units for the half year
and quarter ended respectively - 870,529 - -
Redemption of 27,799,270 (2015: Nil) units
and 27,799,270 (2015: Nil) units for the
half year and quarter ended respectively 1,500,000 - 1,500,000 -

Silk Bank Limited
Sale of securities face value 1,075,000,000

(2015: Nil) and face value 425,000,000 for

the half year and quarter ended respectively 1,109,702 - 408,867 -
Purchase of securities face value 150,000,000

(2015: Nil) and face value 100,000,000 for

the half year and quarter ended respectively 189,049 - 126,266 -

Adamjee Life Assurance Company Limited -

Employees Provident Fund
Issuance of Nil (2015: 1,521,455) units and

Nil (2015: 1,521,455) units for the half

year and quarter ended respectively - 84,060 - 84,060
Redemption of 1,628,533 (2015: 1,521,455) units

and 1,628,533 (2015: 1,521,455) units for the

half year and quarter ended respectively 88,102 84,060 88,102 84,060

Adamjee Life Assurance Company Limited

- Investment Multiplier Fund
Issuance of 187,793 (2015: Nil) units and Nil

(2015: Nil) units for the half year

and quarter ended respectively 10,000 - - -
Redemption of 187,793 (2015: Nil) units and

Nil (2015: Nil) units for the half year

and quarter ended respectively 10,032 - - -

Adamjee Life Assurance Company Limited

- Investment Secure Fund
Issuance of 751,174 (2015: Nil) units and

Nil (2015: Nil) units for the half year

and quarter ended respectively 40,000 160,000 - 160,000
Redemption of 1,691,377 (2015: Nil) units

and Nil (2015: Nil) units for the half year

and quarter ended respectively 90,466 - - -
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(Un-Audited)

Half year ended Quarter ended
December 31, December 31, December 31, December 31,
2016 2015 2016 2015

(Rupees in '000)
Adamjee Life Assurance Company Limited

- Investment Secure Fund II
Issuance of 375,587 (2015: 315,399) units and

Nil (2015: Nil) units for the half year and

quarter ended respectively 20,000 17,000 - -
Redemption of 375,587 (2015: 655,152) units

and Nil (2015: 655,152) units for the half

year and quarter ended respectively 20,084 36,000 - 36,000

Adamjee Life Assurance Company Limited
- Non - Unitised Investment Linked Fund

Issuance of 187,793 (2015: Nil) units and Nil
(2015: Nil) units for the half year and quarter

ended respectively 10,000 - - -
Redemption of 1,414,245 (2015: Nil) units and
Nil (2015: Nil) units for the half year and 75,587 - -

quarter ended respectively

D.G. Khan Cement Company Limited
Issuance of 14,988,856 (2015: 18,304,961) units

and Nil (2015: 18,304,961) units for the

half year and quarter ended respectively 800,405 1,000,000 - 1,000,000
Redemption of 14,988,856 (2015:18,304,961) units

and Nil (2015:18,304,961) units for the

half year and quarter ended respectively 801,154 1,009,336 - 1,009,336

Other Related Parties:

Mandate under Discretionary Portfolio Services
Issuance of 703,194 (2015: 2,547,056) units

and Nil (2015: 926,809) units for the half

half year and quarter ended respectively 37,617 137,668 - 50,968
Redemption of 2,201,362 (2015: 2,318,026) units

and 828,349 (2015: 2,318,026) units for the

half year and quarter ended respectively 118,345 127,406 41,479 127,406

Key Management Personnel
Issuance of 73,308 (2015: 63,677) units and

Nil (2015: 8,179) units for the half year

and quarter ended respectively 3,919 3,450 - 450
Redemption of 303,901 (2015: 90,278) units

and 246,341 (2015: 29,063) units for the

half year and quarter ended respectively 16,442 4,904 13,351 1,589
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(Un-Audited) (Audited)
December 31, June 30,
2016 2016
-------- (Rupees in '000) --------
9.2 Balances outstanding at period / year end:

MCB-Arif Habib Savings and Investments Limited -
Management Company

Remuneration payable to Management Company 2,593 5,179
Sales tax payable on remuneration to Management Company 337 725
Sales load payable including related taxes 43 596
Legal and professional charges payable - 2
Expenses allocated by Management

Company and related sales tax 381 632

Central Depository Company of Pakistan
Limited - Trustee
Remuneration payable (including related taxes) 395 610

Group / Associated Companies:

Adamjee Insurance Company Limited **
26,647,078 units held (2016: 54,446,348 units) 1,447,203 2,896,546

Adamjee Insurance Company Limited -
Employees Provident Fund
Nil units held (2016: 1,628,533 units) - 86,638

Adamjee Life Assurance Company Limited -
Investment Secure Fund
Nil units held (2016: 940,203 units) - 50,019

MCB Financial Services Limited
Nil units held (2016: 903,274 units) - 48,054

Adamjee Life Assurance Company Limited - Non-
Unitised Investment Linked Fund

Nil units held (2016:1,226,452 units) - 65,247
MCB Bank Limited

Bank balance 5,811 162,016
Profit receivable 102 577
Sales load payable 604 -

Arif Habib Limited *
Brokerage payable - 18

Next Capital Limited *
Brokerage payable 15 74

Other Related Parties:

Mandate under discretionary portfolio services
151,973 units held (2016: 1,413,046 units) 8,254 75,174

Key Management Personnel
81,696 units held (2016: 312,289 units) 4,437 16,614
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENT S (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

*  The amount disclosed represents the amount of brokerage paid / payable to 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 connected persons.

**  Adamjee Insurance Company Limited also holds more than 10% units in the Fund.

10. FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date.

Financial assets which are tradable in an open market are revalued at the market prices prevailing on the statement of assets
and liabilities date. The estimated fair value of all other financial assets and financial liabilities is considered not significantly
different from book value.

The following table shows financial instruments recognised at fair value, analysed between those whose fair value is based on:
Level 1: Fair value measurements using quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: Fair value measurements using inputs other than quoted prices included within Level 1 that are observable for
the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

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

The table below analyses financial instruments measured at the end of the reporting period by the level in the fair value
hierarchy into which the fair value measurement is categorised:

--------------- December 31, 2016 (Un-Audited) ---------------
Level 1 Level 2 Level 3 Total
(Rupees in '000)

Financial assets 'at fair value through
profit or loss - held-for-trading'
Pakistan Investment Bonds - - - -
Market Treasury Bills - - - -

Financial assets classified as
'available-for-sale'
Pakistan Investment Bonds - 3,568,082 - 3,568,082
- 3,568,082 - 3,568,082

---------------------- June 30, 2016 (Audited) ---------------—em—-
Level 1 Level 2 Level 3 Total
(Rupees in '000)

Financial assets 'at fair value through
profit or loss - held-for-trading'

Pakistan investment bonds - 58,054 - 58,054
Market treasury bills - 5,966,048 - 5,966,048
- 6,024,102 - 6,024,102

Financial assets classified as
'available-for-sale’
Pakistan Investment Bonds - 3,246,096 - 3,246,096
- 9,270,198 - 9,270,198

During the period ended December, 31 2016, there were no transfers between level 1 and level 2 fair value measurements, and
no transfer into and out of level 3 fair value measurements.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENT S (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

11. SUBSEQUENT EVENT
As fully disclosed in note 6.1 to these condensed interim financial statements, the Fund has recorded a reversal of provision
maintained against Workers Welfare Fund and simultaneously recorded provision against Sindh Workers Welfare Fund on
January 12, 2017. The financial impact of such adjustments are disclosed in the said note.

12. DATE OF AUTHORISATION FOR ISSUE

These condensed interim financial statements were authorised for issue on February 02, 2017 by the Board of Directors
of the Management Company.

13. GENERAL

Certain prior year's / period's figures have been reclassified for the purpose of comparison. However, there were no material
reclassifications to report.

For MCB-Arif Habib Savings and Investments Limited
q' J iji,_/ (Management Company) /"—“ 7

Chief Executive Officer Director
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