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REPORT OF THE DIRECTORS OF THE MANAGEMENT COMPANY
FOR THE NINE MONTHS AND QUARTER ENDED MARCH 31, 2017

Dear Investor,
On behalf of the Board of Directors, I am pleased to present MCB Pakistan Asset Allocation Fund accounts review for the nine
months ended March 31, 2017,

ECONOMY AND MONEY MARKET OVERVIEW

Positive trends in domestic economy continued where headline indicators point toward continued recovery. Stable inflation along with
investment activities/spending on CPEC related projects provide an enabling environment for economy to build upon a stronger growth
phase ahead. Responsiveness until now from various indicators including Large Scale Manufacturing, Credit Offtake and Foreign Direct
Investment though has been below expectations however, we believe if the current macroeconomic environment alongwith impetus from
CPEC in a stable political environment continues, the lagged indicators would soon start reflecting the expected performance. External
Account has again worsened highlighting partly the global trade dynamics and machinery imports for CPEC. Till now chronic
weaknesses in the balance of payment account has been funded through borrowing; an unsustainable source to rely on.

Trade deficit increased to USD 15.4 billion in eight months of this fiscal year compared to USD 12.1 billion in same period last year.
The subdued trend in exports continued with exports falling by the 2% YoY in 8MFY17. Imports continued their trajectory up increasing
by 11.2% YoY in 8MFY17. Oil imports increased by 16% courtesy volumetric growth and increase in oil prices post OPEC's decision to
curtail output. The imports of machinery increased by 12% as capital goods for the various infrastructural projects continued to flow in.
Remittances decreased marginally by 2% to USD 14.06 billion in 9MFY17 from USD 14.38 billion in same period last year. The
cushion to Balance of Payments was provided by financial account of USD 4.5 billion where USD 1.28 billion was contributed from
Foreign Direct Investment while the rest was covered through borrowings. Foreign Direct Investment was majorly supported through
acquisition of Engro Foods and Dawlance by foreign investors. Overall balance of Balance of Payments stood at negative USD 1.0
billion in 8MFY17 compared to positive USD 1.0 billion in same period last year.

Foreign exchange reserves stood at USD 21.6 billion (31st March, 2017). It is pertinent to note that reserves have decreased by USD 2.5
billion from their peak seen in Qctober, 2016 where deteriorating external account position explaining most of the volatility.

Undergoing appreciation of about 0.08% in 9MFY17, 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 2.4% (IHFY17) of GDP as against 2.2% in SPLY. Total revenue declined by 1% majorly because of reduction
in income from defence services and SBP's profit. Expenses increased by 11% with PSDP (16% increase) and defence expenditure (11%
increase).

The LSM growth clocked in at 3.5% during the period of 7MFY17 with contribution to growth coming from automobiles, construction
and consumer goods.

Inflation continued its upward trajectory with nine month inflation averaging 4.01% compared to 2.64% for 9MFY16. The withering of
low base effect along with inherent increases in food and housing pricing triggered inflationary pressures alongwith increases in
petroleum prices.

M2 growth posted year to date growth of 6.09% by the end of the March, 2017. The deposits grew seasonally by PKR 217 billion in a
week supported by quarter end efforts of banks to expand balance sheet size. Moreover, the abnormal accumulation in currency in
circulation (CIC) last year triggered after imposition of withholding tax on cash withdrawals has normalized with CIC to M2 ratio at
19%. The Net Domestic Assets increased by PKR 1,064 billion supported by net government sector borrowings of PKR 600 billion.

EQUITIES MARKET OVERVIEW

Pakistan Stock Exchange (PSX)’s rally faltered during 3QFY17 as the index posted a meager return of 0.7%, taking the cumulative
9MFY17 return to ~27%. Foreigners’ selling remained unabated as they offloaded USD 162 mn worth of equities during the guarter,
taking their total selling to USD ~485 mn during 9MFY17. Local liquidity remained robust with mutual funds, insurance and companies
buying USD 131 mn, USD 419 mn and USD 152 mn respectively worth of equities.

Among the best performers, Steel sector lead the charts, outperforming the benchmark index by a massive 133% as strong infrastructural
activities under the CPEC regime, along with government’s favorable policies in terms of tariff protection provided to the local
manufacturers provided strong investors interest in the sector. With the returns of 76%, Auto Assemblers remained the second best
performers in the market. Launch of the new Honda Civic and Ciaz accompanied by expected launch of Honda BR-V, New Cultus and
face-lift of Corolla triggered a rally in the sector. OMC sector also gained 63%, primarily on the back of rally in SNGP as the company
announced capital projects worth PKR 110 billion to be completed by 2018.
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REPORT OF THE DIRECTORS OF THE MANAGEMENT COMPANY
FOR THE NINE MONTHS AND QUARTER ENDED MARCH 31, 2017

On the flip side, Fertilizers underperformed the benchmark by 26% as rising inventories coupled with discounts on urea prices took a toll
on the sector. Furthermore, decline in international urea prices in the latter half of 3QFY17 eroded the pricing power of local
manufacturers and dampened the potential export margins. Oil & Gas Exploration sector also underperformed the benchmark by 17% as
oil prices declined by 3.8% during 9MFY 17 as US inventories piled up along with increasing US rig count data. Alongside, news flows
regarding OGDC and Mari’s divestment by the government of Pakistan kept the performance under check in the sector.

We expect the positive momentum to continue going forward as market draws close to its graduation to MSCI EM Index. In addition,
low interest rates scenario is also keeping fixed income returns subdued, which is further attracting the liquidity in the equity market.
PSX is currently trading at a forward multiple of 11.0x, still at a 11.5% discount to the MSCI EM, reflecting further room for re-rating
from here.

Going forward, we believe strong local liquidity is expected to mitigate the impact of adverse foreign flows. However, sooner or later,
we can expect improved foreign flows in the market because of inclusion in MSCI in May 2017. We recommend our investors to focus
on the long term value offered by the local bourse through our equity funds.

FUND PERFORMANCE

The fund posted a return of 10.5% during the period under review, while since inception return of find stood at 86.7%. The fund has
gradually decreased exposure in equities which reached to 39.2% by the end of March, 2017 while increasing exposure in Cash to 37%.

On the equity side, the fund decreased exposure in Power Generation & Distribution, Qil and Gas Exploration companies, Cements and
Fertilizers, while at the same time exposure was increased in Commercial Banks and Textile Composite. On the fixed income side, the
fund decreased exposure in T-Bills and PIBs to 0% and 0.2% respectively. Exposure in cash was increased to 37% (as at March 31,
2017) from 22% at the end of June 2016 to benefit from lucrative rates offered by banks.

The Net Assets of the Fund as at March 31, 2017 stood at Rs. 2,045 million as compared to Rs. 2,718 million as at June 30, 2016
registering a decrease of 24.76%. The Net Asset Value (NAV) per unit as at March 31, 2017 was Rs. 87.3560 as compared to opening
NAV of Rs. 79.0558 per unit as at June 30, 2016 registering an increase of 8.3002 per unit.

FUTURE OUTLOOK

While government stands committed to achieving its GDP growth target of 5.7%, we expect it to remain short of desired numbers owing
to below par manufacturing growth. LSM growth has posted a modest growth of 3.5% during 7MFY17, against the full year target of
5.9%. The misery of export-oriented sectors continues to hannt the manufacturing industry, as Textile and Leather industry continue to
grow at dismal pace. Going forward, the recently announced export package is expected to provide some support to the export sector,
nevertheless, the overvalued currency as depicted from REER (~25% overvalued as per SBP) remains a stumbling block in the way of
competitiveness of the country.

The direction of general inflation is expected to be shaped by the trend in crude oil prices and currency outlook. While crude oil prices
have stabilized and are expected to continue to do so, government has started to increase petroleum prices by increasing sales tax on
petroleum products as tax collection so far has been below target. Similarly, the outlook of currency remains worrisome given the
deterioration in external factors. Thus, from next year onwards, we might foresee inflation to kick above 5.0%, compared to current
average of ~4.0%.

External account remains a threat to the stabilizing economy, as recent data showed current account deficit worsened to 2,.7% of GDP,
against the target of 1.5% for full fiscal year. Rising imports, along with weak exports and remittances contributed to the aggravation of
external account. We expect the same trend to continue for the foreseeable future until the overvaluation of currency vanishes.

We expect interest rates to remain stable in the short term given stable inflationary trends along with government's increased focus on
managing reserves through foreign borrowing. However, exchange rate overvaluation in addition with weak external account suggest a
close scrutiny of the emerging trends, as the potential of inflection point remains in a form of monetary tightening.

The China Pakistan Economic Corridor is expected to provide much needed impetus to growth. Growing confidence in the economy has
led to increase the quantum of investment from initially desired $46 billion to more than $60 billion. Local investor confidence has also
improved drastically, after a long time, as witnessed by a gush of invesiment deals announced in the variety of sectors. Cement, Steel and
Auto industry have already announced multiple expansion and green field investment plans with more to come from other industries.
Given, the expansionary phase, we expect equity markets to outperform alternate asset classes. Inclusion of Pakistan to M3CI Emerging
Market Index is expected to further channel liquidity in the local market. 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 along with political uncertainty due to Panama case would keep the short term market performance in check. However, we
reiterate our positive stance on the market.
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CONDENSED INTERIM STATEMENT OF ASSETS AND LIABILITIES

AS AT MARCH 31, 2017

Assets

Balances with banks

Investments

Fair value of derivative asset

Dividend, profit and other receivables

Receivable against sale of investment

Advances, deposits and prepayments

Receivable from National Clearing Company of Pakistan Limited
Total assets

Liabilities
Payable to the Management Company
Payable to Central Depository of Pakistan Limited - Trustee

Payable to Securities and Exchange Commission of Pakistan
Payable against purchase of investment

Payable against redemption of units

Accrued expenses and other liabilities

Total liabilities

Net assets

Unit holders' fund (as per statement attached)

Contingencies and commitments

Number of units in issue (face value of units is Rs. 100 each)

Net asset value per unit

Note 31 March
2017
(Unaudited)

30 June
2016
(Audited)

(Rupees in '000)

5 1,078,327 635,630
6 963,382 2,210,362
- 4,466
14,119 10,589
39,431 3,831
4,535 4,402
3,417 14,232
2,103,211 2,883,512
4,619 5,761
303 356
1,662 2,983
- 99,503
41 41
7 51,427 56,576
58,052 165,220
2,045,159 2,718,292
2,045,159 2,718,292
8
(Number of units)
23,411,778 34,384,476
(Rupees)
87.3560 79.0558

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

q ; J&-“VJ/H-J M (Management Company)

Chief Executive Officer
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CONDENSED INTERIM INCOME STATEMENT (UN-AUDITED)
FOR THE NINE MONTHS AND QUARTER ENDED MARCH 31, 2017

Nine months ended Quarter ended
Note 31 March 31 March 31 March 31 March
2017 2016 2017 2016
{Rupees in '040)
Income
Capital gain / (loss) on sale of investments 257,459 (66,669) 41,748 (50,605)
Dividend income 53,428 42,237 11,698 13,677
Profit on bank deposits and term deposit deposit 24,902 26,365 10,219 10,977
Income from government securities 22,023 103,552 5,572 33,393
Income from term finance certificates 6,747 2,831 2,241 2,374
Income from spread transactions (4,802) 1,105 563 121
Other Income 1 13 4 4
359,768 109,434 72,045 9,941
Net unrealised diminution in the fair value of future contracts - (360) 576 2,786
Provision for impairment of equity securities classified as available for sale - (17,592) - -
Net unrealised (diminution) / appreciation on re-measurement of investments classified as
financial assets at 'fair value through profit or loss' (42,345) 114 (81,498) (875)
Total income 317,423 91,596 (8,877) 11,852
Expenses
Remuneration of the Management Company 35,000 48,019 10,834 15,844
Sindh Sales tax and Federal Excise Duty on Management Fee 4,550 15,481 1,408 5,108
Remuneration of Central Depository Company of Pakistan Limited - Trustee 2,501 3,198 789 1,041
Sindh Sales tax on remuneration of Trustee 325 396 102 146
Annual fee to Securities and Exchange Commission of Pakistan 1,662 2,281 514 753
Auditor's remuneration 708 646 222 102
Allocated expenses 1,977 1,268 612 893
Marketing & Selling Exp 9 185 - 185 -
Brokerage and settlement charges 10,196 3,556 2,614 1,194
Other expenses 534 916 258 296
Total operating expenses 57,638 75,761 17,538 25,3717
Net income from operating activities 159,785 15,835 (26,415) (13,525)
Element of (loss) / income and capital gains / (losses) included in the prices of
units issued less those in units redeemed
-from realized / unrealized capital gain 27,279 9,998 (24,806) (13,630)
-from other income (7,794) (9,155) 909 11,916
(35,073) 843 (23,897) {1,714)
Provision for workers' welfare fund 7.2 (7,589) - (7,589) -
Net income for the period before taxation 232,301 16,678 (42,713) (15,239)
Taxation i1 - - - -
Net income for the period after taxation 232,301 16,678 (42,723) (15,239)
Earnings per unit 12

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

For MCB-Arif Habib Savings and Investments Limited "
q- J &-'FJH-—’ ; (Management Company) /"x 7

Chief Executive Officer Director
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CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE NINE MONTHS AND QUARTER ENDED MARCH 31, 2017

Note Nine months ended Quarter ended
31 March 31 March 31 March 31 March
2017 2016 2017 2016

(Rupees in '000)

Net income for the year after taxation 232,301 16,678 (42,723) (15,239)
Other comprehensive income:

Surplus / (Deficit) on revaluation of investments
classified as 'available for sale' transferred to income
statement on disposal 2,961 (1,132)

Unrealised (diminution) / appreciation in investments
classified as 'available for sale' i3 (17,694) (32,224) (11,115) 21,545

Impairment loss arising in the current year on
available for sale investments transferred to the
Income Statement (recognised in Statement of

Comprehensive Income in previous years) 1,632
Total comprehensive income for the period 214,607 (10.953) (53,838 5,174

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

For MCB-Arif Habib Savings and Investments Limited

‘quj/w : (Management Company) /”L 7

Chief Executive Officer Director
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CONDENSED INTERIM DISTRIBUTION STATEMENT (UN-AUDITED)
FOR THE NINE MONTHS AND QUARTER ENDED MARCH 31, 2017

Nine months ended Quarter ended
31 March 31 March 31 March 31 March
2017 2016 2017 2016

(Rupees in '000)

Accumulated loss brought forward (770,139) (770,383) (335,267) (1,009,283)
Total comprehensive income for the Period 232,301 (10,953) (42,723) 5,174

Element of loss and capital losses
included in the prices of units issued
less those in units redeemed - amount
representing unrealized appreciation /
(diminution) 209,527 (127,441) 49,679 95,332

Accumulated loss carried forward (328,311) (908,777) (328,311) (908,777)

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

q ; J&-“VJ/H-J M (Management Company)

Chief Executive Officer Director

For MCB-Arif Habib Savings and Investments Limited /,_;
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CONDENSED INTERIM STATEMENT OF MOVEMENT IN UNIT HOLDER’S FUND (UN-AUDITED)
FOR THE NINE MONTHS AND QUARTER ENDED MARCH 31, 2017

Net assets at beginning of the period

Issue of 9,240,594 (2016: 9,630,118) units and 3,289,038 (2016:
2,534,945) units for the nine months and quarter respectively

Redemption of 20,213,291 (2016 21,511,369) units and 5,652,047 (2016;
6,563,216) units for the nine months and quarter respectively
Element of loss / (income) and capital losses / {gains) included in prices
of units issned less those in units redeemed
- amount representing loss / (income) and capital losses / (gains)
transferred fo income statement
-from realized / unrealized capital gain
—from other income
- amount representing (income) / loss and capital losses / (gains)
transferred to distribution statement
Element of income / (loss) and capital gain / (losses) that forms part of
unit holders' fund transferred to distribution statement
Net income for the period (excluding net unrealized appreciation in fair
value of investment classified at ‘fair value through profit or loss',

future contracts and capital gain on sale of investment

Net unrealised (diminution) / appreciation on re-measurement of investment
classified as ‘financial assets at fair value through profit or loss'

Unrealised (diminution) / appreciation in investments
classified as ‘available for sale'

Capital gain on sale of investments - net

Total comprehensive income for the peried.
Distribution during the period

Net assets at the end of the period

Net assets value per unit at beginning of the period

Net assets value per unit at end of the period

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

Vinge

Chief Executive Officer

210

Nine months ended Quarter ended
31 March 31 March 31 March 31 March
2017 2016 2017 2016
(Rupees in '000)
2,718,292 2,639,701 2,285,616 3,382,679
790,093 2,101,756 293,353 180,138
{1,712,908) (1,649,302) (503,871) (489,346)
(922,815) 452,454 (210,518) (309,208)
27279 (9,998) 24,806 13,630
7,794 9,155 (909) (11,916)
(209,527) 127,441 (49,679) (95,332)
(174,454) 126,598 (25,782) (93,618)
209,527 (127,441) 49,679 95,332
17,189 88,931 (2,971) 36,214
(42,345) 114 (81,498) {875)
(17,694) (32,224) (11,115) 21,545
257,459 (67,774} 41,748 (51,710)
214,609 (10,953) (53,836) 5,174
2,045,159 3,080,359 2,045,159 3,080,359
79.0558 77.3785 77.0000 77.0000
87.3560 77.1929 87.3560 77.1929

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

"7

Director

MCB Pakistan Asset Allocation Fund




CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)
FOR THE NINE MONTHS AND QUARTER ENDED MARCH 31, 2017

Nine months ended Quarter ended
Note 31 March 31 March 31 March 31 March
2017 2016 2017 2016
{Rupees in "000)
CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the period before taxation 232,301 16,678 (42,723) (15,239)

Adjustments for non-cash charges and other items:
Dividend income (53,428) (42,237) (11,698) (13,677)

Net unrealised dimingtion in the fair value of future contracts 380 (576) (2,786)
Net unrealised appreciation on remeasurement
of investment classified as financial assets at fair
value through profit or loss' 42,345 (114) 81,498 875
Provigion for impairment of equity securities classified ag available
for sale - 17,592 - -
Element of income and capital gains included
in the prices of units issued less those in units redeemed
-from realized / unrealized capital gain 27,279 (9,998) 24,806 13,630
-from other income 7,794 9,155 (909) (11,916)
Net cash generated from operations before working capital changes 256,291 (8,564) 50,398 (29,113)
Decrease / (increase) in assets
Investments - net 1,186,946 (134,238) 348,283 92,115
Receivable against sale of investment (35,600) (52,200) (35,600) (47,237)
Fair value of derivative asset 4,466 1,257 - -
Profit and other receivable (543) 25,860 (2,450) 9,050
Advances and deposits 133 (319 (3,876) 121,108
Receivable from National Clearing Company of Pakistan Limited 10,815 25,647 6,549 28,836
1,165,951 (133,993) 312,906 203,872
(Decrease)} / increase in liabilities
Payable to the Management Company (1,142) (5,219) 79 (5,452)
Payable to Central Depository Company of Pakistan Limited - Trustee (53) 97 @ (35)
Payable to Securitics and Exchange Commission of Pakistan (1,321) 955 514 753
Fair value of Derivative Liability - 360 (576) (1,528)
Payable against purchase of investment (99,503) 38,123 (99,503) 36,285
Payable against redemption of units - - - -
Accrued expenscs and other liabilitics (5,149) (12,528) (10,525) 3,722
{107,168) 21,788 (110,018) 33,745
Dividend income received 50,438 35,184 11,535 6,821
Net cash generated / (used) from operating activities 1,365,512 (85,585) 264,821 215,325
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts from issuance of units 790,093 2,101,756 267,709 180,138
Payments against redemption of units (1,712,908) (1,649,302) (503,871) {489,346)
Net cash generated from financing activities (922,815) 452,454 (236,162) (309,208)
Net increase in cash and cash equivalents 442,697 366,869 28,659 (93,883)
Cash and cash equivalents at beginning of the period 635,630 252,325 1,049,668 713,077
Cash and cash equivalents at end of the period 5 1,078,327 619,194 1,078,327 619,194

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

For MCB-Arif Habib Savings and Investments Limited "
q- J &-'FJH-—’ ; (Management Company) /’_& 7

Chief Executive Officer Director
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENT S (UN-AUDITED)
FOR THE NINE MONTHS AND QUARTER ENDED MARCH 31, 2017

1. LEGAL STATUS AND NATURE OF BUSINESS

1.1 MCB Pakistan Asset Allocation Fund (the Fund) was established under a Trust Deed dated November 22, 2007
executed between MCB Asset Management Company Limited (which merged with and into Arif Habib
Investments Limited with effect from June 27, 2011) as the Management Company and the Central Depository
Company of Pakistan Limited as the Trustee. The Trust Deed was approved by the Securities and Exchange
Commission of Pakistan (SECP) on December 17, 2007.

1.2 Pursuant to the merger of MCB-Asset Management Company Limited and Arif Habib Investments Limited, the
name of the Management Company (Arif Habib Investments Limited being the surviving entity) has been
changed from Arif Habib Investments Limited to MCB-Arif Habib Savings and Investments Limited.

1.3 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.

1.4 The Fund is an open-end collective investment scheme categorised as an "Asset Allocation" scheme by the
Board of Directors of the Management Company pursuant to Circular 7 of 2009 dated March 6, 2009 issued by
the SECP. The units of the Fund were initially offered for public subscription at a par value of Rs 100 per unit.
Thereafter, the units are being offered for public subscription on a continuous basis and are transferable and
redeemable by surrendering them to the Fund. The Fund is listed on the Pakistan Stock Exchange Limited.

1.5 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.

2. BASIS OF PREPARATION

2.1 This condensed interim financial information has been prepared in accordance with the approved accounting
standards as applicable in Pakistan for interim financial reporting. Approved accounting standards comprise of
such International Financial Reporting Standards (IFRSs) issued by the International Accounting Standards
Board as are notified under the Companies Ordinance, 1984, the requirements of the Trust Deed, the Non-
Banking Finance Companies (Establishment and Regulations) Rules, 2003 (the NBFC Rules), the Non-
Banking Finance and Notified Entities Regulations, 2008 (the NBFC Regulations) and the directives issued by
the Securities and Exchange Commission of Pakistan (SECP). Wherever the requirements of the Trust Deed,
the NBFC Rules, the NBFC Regulations or the directives issued by the SECP differ with the requirements of
IFRSs, the requirements of the Trust Deed, the NBFC Rules, the NBFC Regulations or the directives issued by
the SECP prevail.

2.2 These condensed interim financial staternents 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.

2.3 These condensed interim financial statements are unaudited.

2.4 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.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENT S (UN-AUDITED)

FOR THE NINE MONTHS AND QUARTER ENDED MARCH 31, 2017

51
5.2

6.1

6.2

SIGNIFICANT ACCOUNTING POLICIES

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, the significant judgments made by management in applying accounting policies
and the key sources of estimation uncertainty were the same as those that applied to financial statements as at
and for the year ended June 30, 2016. The accounting policics 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.

FINANCIAL RISK MANAGEMENT

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

Note 31 March 30 June
2017 2016
BALANCE WITH BANKS (Unaudited) (Audited)

(Rupees in '000)

Current accounts 2,457 10,423

Saving accounts 5.1 1,075,870 625,207

Term Deposit Receipt 52 300,000 -
1,378,327 635,630

These carry mark-up at rates ranging from 3.75% to 6.35% per annum (30 June 2016: 4% to 7% per annum).
These carry mark-up at rates ranging from 6.5% to 6.89%.

31 March 30 June
INVESTMENTS 2017 2016
(Unaudited) (Audited)
(Rupees in '000)
Held for trading
Listed equity securities 6.1.1 614,282 294,656
Listed debt securities 6.1.2 135,062 135,222
Government Securities 6.1.3 - 298,413
749,344 728,291
Available for sale investments
Listed equity securities 6.2.1 210,839 1,452,524
Government Securities 6.2.2 3,199 29,547
214,038 1,482,071

963,382 2,210,362

213 MCB Pakistan Asset Allocation Fund
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENT S (UN-AUDITED)
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENT S (UN-AUDITED)
FOR THE NINE MONTHS AND QUARTER ENDED MARCH 31, 2017

31 March 30 June
2017 2016
7. ACCRUED EXPENSES AND OTHER LIABILITIES (Unaudited) (Audited)

(Rupees in '000)

Provision for Federal Excise Duty and related taxes

on management fee 7.1 19,027 19,027
Provision for Federal Excise Duty on sales load 16,173 16,173
Provision for Workers' Welfare Fund 7.2 6,143 13,732
Withholding tax payable (deducted on dividend
distribution) - 2,266
Withholding tax payable (deducted on capital gains) 984 250
Auditors' remuneration payable 376 509
Brokerage payable 1,301 4,138
Sale load payable to MCB 1,305 -
Others 6,118 481
51,427 56,576

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

On September 4, 2013, a Constitutional Petition was filed in the Honorable Sindh High Court (SHC) jointly by
various asset management companies, together with their representative Collective Investment Schemes
through their trustees, challenging the levy of FED.

During the period ended, the SHC passed an order whereby all notices, proceedings taken or pending, orders
made, duty recovered or actions taken under the Federal Excise Act, 2005 in respect of the rendering or
providing of services (to the extent as challenged in any relevant petition) were set aside. In response to this, the
Deputy Commissioner Inland Revenue has filed a Civil Petition for leave to appeal in the Supreme Court of
Pakistan. Thereafier, during the pendency of the present civil petition, the Supreme Court has suspended the
operation of the impugned judgment of the SHC. The matter is still pending adjudication.

With effect from July 1, 2016, FED on services provided or rendered by non-banking financial institutions
dealing in services which are subject to provincial sales tax has been withdrawn by the Finance Act, 2016.

In view of the above, the Fund has discontinued making further provision in respect of FED on remuneration of
the Management Company with effect from July 1, 2016. However, as a matter of abundant caution the
provision for FED amounting to Rs 35.2 million {(June 30, 2016: Rs 35.2 million) made for the period from June
13, 2013 till June 30, 2016 is being retained in the condensed interim financial information of the Fund as the
matter is pending before the Supreme Court of Pakistan. 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 March 31, 2017
would have been higher by Rs. 1.39 per unit (June 30, 2016: Rs 0.10).
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FOR THE NINE MONTHS AND QUARTER ENDED MARCH 31, 2017

7.2  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 WWTF at the rate of two percent of their accounting or taxable
income, whichever was higher.

The amendments introduced in the WWTF 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
{MUFAPF) 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 SWWF on CISs / mutual funds
and considering the legal opinion obtained on these matters, MUFAP has recommended the following to all its
members on January 12, 2017;

i The entire provision against the Federal WWF held by the CISs till June 30, 20135, to be reversed on January 12,
2017; and

ii The provision in respect of SWWTF should be made on a prudent basis with effect from the date of enactment of
the SWWF Act, 2014 (i.e. starting from May 21, 2015) on 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. As on March 31, 2017
the impact of reversal of federal WWF and provision of Sindh WWE are as follows:

Amount
—Rupees in ‘000°—
Reversal of Federal WWF ( up to June 30, 2016) 13,732
Charge of sindh WWF 4,741

The cumulative net effect of WWF is Rs. 7.589M, had the provision of Federal WWF not reversed and Sindh
WWF not charged in the books of accounts of the fund the Net Asset value of the Fund would be lower by Re.
0.09 as at March 31, 2017.
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8. CONTINGENCIES AND COMMITMENTS

8.1 CONTIGENCIES
There were no contingencies and commitments as at 31 March 2016.

31 March 30 June
2017 2016
8.2 COMMENTMENTS (Unaudited) (Audited)

(Rupees in '000)

Future sale transactions of equity securities entered into by the
Fund in respect of which the sale transactions have not been

settled as at period / year end - 4,666
- 4,666

9. SELLING AND MARKETING EXPENSE

The Securities and Exchange Commission of Pakistan "the Commission", in exercise of its power through
Circular No. 40 of 2016 amended through Circular No. 05 of 2017 prescribed the conditions for asset
management companies for permissibility of charging selling and marketing expenses to open end equity, asset
allocation and index funds subject to a maximum of 0.4% per annum of net assets of the fund or actual,
whichever is lower, from January 1, 2017 to December 31, 2019, an initially allowed period of three years.

Management after approval of their Board of Directors and fulfillment of the criteria prescribed by the
Commission has accordingly made an accrual of Rs. 0.185 million since March 24, 2017 at the maximum rate
of 0.4% per annum of net assets of the fund being less than the actual expenses allocable to the Fund.

10. TOTAL EXPENSE RATIO

The Total Expense Ratio (TER) of the Fund as at March 31, 2017 is 2.68% which includes 0.49% representing
government levies on the Fund such as sales taxes, annual fee payable to the SECP, etc. This ratio is within the
maximum limit of 4% prescribed under the NBFC Regulations, 2008 for a collective investment scheme
categorised as an "Asset Allocation" scheme.

11. 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,
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12. 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 cutstanding units for calculating earnings per unit is not practicable.

13. NET UNREALISED APPRECIATION / (DIMINUTION) IN MARKET VALUE
OF INVESTMENTS CLASSIFIED AS 'AVAILABLE-FOR-SALE'

31 March 30 June
2017 2016
(Unaudited) (Audited)
{Rupees in '000)

Market value 214,038 1,482,071
Average cost (205,371)|| (1,455,710)
8,667 26,361
Net unrealised appreciation in the fair value
of investments at the beginning of the year 26,361 58,585
Appreciation / (diminution) during the year (17,694) (32,224)

14. TRANSACTIONS WITH CONNECTED PERSONS / RELATED PARTIES

Related partics / connected persons of the Fund include MCB-Arif Habib Savings and Investments Limited
{(being the Management Company) and its related entities, the 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 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, key management personnel
and officers of the Management Company.

Transactions with related parties / connected persons are in the normal course of business, at contracted rates
and terms determined in accordance with market rates.

Remuneration of the Management Company and the Trustee is determined in accordance with the provisions of
the NBFC Regulations, 2008 and the Trust Deed respectively.
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14.1 Details of transactions with the connected persons / related parties during the period are as follows:

Nine Month ended Quarter ended
31 March 31 March
2017 2016 2017 2016
(Unaudited)
(Rupees in '000)
MCB-Arif Habib Savings and Investments Limited
Remuneration of the Management Company
(including indirect taxes) 39.550 63,500 12,242 20,952

Allocated expenses (including indirect taxes) 1,977 1,268 612 393

Central Depository Company of Pakistan Limited

Remuneration of trustees (including indirect taxes) 2,826 3,594 891 1,187

CDC settlement chaeges 497 281 118 87

_ _ I

MCB Bank Limited

Dividend income 328 - 328 -

Profit on bank deposits 346 966 S8 145

Bank charges 25 45 14 7

Lalpir Power Limited

Dividend income 597 800 - -

Pakgen Power Limited

Dividend income 1,326 1,776 - -

Nishat (Chunian) Limited

Dividend income 520 - - -

Nishat Mills Limited

Dividend income 2,400 = - -

Arif Habib Limited

Brokerage expense 581 104 101 39

Silk Bank Limited

Purchase of securities

Face Value 2017: Nil (2016: 295,000,000) - 303,146 - -

MCB Bank Limited

Purchase of securities

Face Value 2017: 500,000,000 (2016: Nil) 498,961 - 498,961 -

Sell of securities

Face Value 2017: 450,000,000 (2016: Nil) 448,623 - 448,623 -

Next Capital Limited

Brokerage expense 402 138 67 41
14.2 Balance outstanding as at the period / year end 31 March 30 June

2017 2016

(Unaudited) (Audited)
(Rupees in '000)
MCB-Arif Habib Savings and Investments Limited

Remuncration payable to the Management Company 3.653 4,600
Sales tax payable on remuneration of Management 475 644
Sales load payable 123 252
Payable against allocated expenses 183 230
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31 March 30 June
2017 2016
(Unaudited) (Audited)
(Rupees in "000)

Central Depository Company of Pakistan Limited

Remuneration payable to the Trustee 268 312
Sales tax payable on trustee fees 35 44
Security deposits 100 100
MCB Bank Limited
Bank deposits 5,516 374,401
Profit receivable 1 56
Sale Load Payable 1,306 -
D.G. Khan Cement Company Limited
5,400 shares held by the Fund (30 June 2016: 315,000 shares) 1,255 60,004
Nishat Mills Limited
548,000 shares held by the Fund (30 June 2016: 822,500 shares) 90,530 88,748
Nishat Chunian Limited
370,000 shares held by the Fund (30 June 2016: Nil shares) 22,411 -
Pakgen Power Limited
980,500 shares held by the Fund (30 June 2016: 1,575,000 shares) 21,777 37,891
Arif Habib Limited
Brokerage * 71 53
Next Capital Limited
Brokerage * 37 66
* The amount disclosed represents the amount of brokerage paid to connected persons and not the purchase or sale value of
securities transacted through them. The purchase or salc value has not been treated as transactions with connected persons
as the ultimate counter parties are not connected persons.
Nine month ended Nine month ended
31 march 2017 31 march 2016
Units (Rupees in Units (Rupees in
'000) '000)
(Unaudited) (Unaudited)
Units sold to:
MCB-Arif Habib Savings and Investments Limited - - 1,516,905 118,152
Key management petsonnel 67439 5,822 9,740 750
Adamjee Life Assurance Comapny Limited - Employees Gratuity Fund 26,806 2,342 - -
Mandate under discretionary Portfolio - - - -
Units redeemed by:
MCB-Arif Habib Savings and Investments Limited 974,696 85,501 549,625 43,000
Mandate under discretionary Portfolio - - - -
Key management personnel 65,159 5,716 4,748 363
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Nine month ended Nine month ended
31 March 30 June 31 March 30 June
2017 2016 2017 2016
(Unaudited) (Audited)  (Unaudited)  (Audited)
Units {Rupees in "000)

Units held by:
Security General Insurance Company Limited 3,561,881 3,561,881 311,152 281,587
MCB-Arif Habib Savings and Investments Limited - 974696 - 77,055
Mandate under discretionary Portfolio - - - -
D.G. Khan Cement Employees Provident Fund Trust 32,775 32775 2,863 2,591
Adamjee Life Assurance Co. Ltd 335,529 335,529 29,310 26,526
Adamjee Life Assurance Comapny Limited - Employees Gratuity Fund 26,806 - 2,342 -
Key management personnel 15,378 117,909 1,343 9.321

15 DATE OF AUTHORIZATION FOR ISSUE

15.1 This condensed interim financial information was authorized for issue on April 21, 2017 by the Board of
Directors of the Management Company.

q ; J&-“VJ/H-J M (Management Company)

Chief Executive Officer Director

For MCB-Arif Habib Savings and Investments Limited /,_;
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MCB-Arif Habib Savings and Investments Limited

24th Floor, Centrepoint, Off Shaheed-e-Millat Expressway, Near K.P.T. Interchange, Karachi-74900
UAN: (+92-21) 11-11-62224 (11-11-MCBAH), 111-4686-378 (111-INVEST)
Bachat Center: 0800-62224 (0800-MCBAH), Fax: (+92-21) 35316080, 35316081
URL: www.mcbah.com, Email: info@mcbah.com




