~~ Bathat ka bocsra Naam
MCB ARIF HABIB

Half Year Report

December 31, 2016
(Unaudited)

Funds Under Management

of
MCB-Arif Habib Savings and Investments Limited

Rated: AM2++ by PACRA




PAKISTAN INTERNATIONAL ELEMENT ISLAMIC ASSET ALLOCATION FUND



CONTENTS

Fund’s Information 287
Report of the Directors of the Management Company 288
Trustee Report to the Unit Holders 293
Auditor’s Report to the Unit Holder on Review of Condensed Interim Financial Information 294
Condensed Interim Statement of Assets And Liabilities (Un-audited) 295
Condensed Interim Income Statement (Un-audited) 296
Condensed Interim Statement of Comprehensive Income (Un-audited) 297
Condensed Interim Distribution Statement (Un-audited) 298
Condensed Interim Statement of Movement in Unit Holder’s Funds (Un-audited) 299
Condensed Interim Cash Flow Statement (Un-audited) 300
Notes to and forming part of the Condensed Interim Financial Statements (Unaudited) 301

286 Pakistan International Element Islamic Asset Allocation Fund




FUND’S INFORMATION

Management Company MCB-Arif Habib Savings & Investments Limited
24th Floor, Centre Point, Off Shaheed-e-Millat Expressway
Near K.P.T. Interchange, Karachi.

Board of Directors Mian Mohammad Mansha Chairman

Mr. Nasim Beg Vice Chairman

Mr. Muhammad Saqib Saleem Chief Executive Officer

Dr. Syed Salman Ali Shah Director

Mr. Haroun Rashid Director

Mr. Ahmed Jahangir Director

Mr. Samad A. Habib Director

Mr. Mirza Mahmood Ahmed Director
Audit Committee Mr. Haroun Rashid Chairman

Mr. Ahmed Jahangir Member

Mr. Samad A. Habib Member

Mr. Nasim Beg Member
Human Resource & Dr. Syed Salman Ali Shah Chairman
Remuneration Committee Mr. Nasim Beg Member

Mr. Haroun Rashid Member

Mr. Ahmed Jahangir Member
Chief Executive Officer Mr. Muhammad Saqib Saleem
Chief Operating Officer Mr. Asif Mehdi Rizvi
Chief Financial Officer & Mr. Abdul Basit

Company Secretary

Trustee Central Depositary Company of Pakistan Ltd.
CDC House, 99-B, Block ‘B’ S.M.C.H.S
Main Shahra-e-Faisak Karachi
Tel: (92-21) 111-111-500
Fax: (92-21) 34326053
Web: www.cdcpakistan.com

Bankers MCB Bank Limited
Habib Metropolitan Bank Limited
United Bank Limited
Bank Al-Habib Limited
Meezan Bank Limited
Habib Bank Limited
Dubai Islamic Bank Pakistan Limited
Askari Bank Limited
Bank Islami Pakistan Limited

Auditors Ernst & Young Ford Rhodes Sidat Hyder
Chartered Accountant
Progressive Plaza, Beaumount Road, P.O. Box 155411
Karachi, Sindh-75530, Pakistan.

Legal Advisor Bawaney & Partners
3rd & 4th Floor, 68 C, Lane 13, Bukhari Commercial Area
Phase VI, D.H.A., Karachi

Transfer Agent MCB-Arif Habib Savings & Investments Limited
24th Floor, Centre Point, Off Shaheed-e-Millat Expressway
Near K.P.T. Interchange, Karachi.

Rating AM2++ Asset Manager Rating assigned bt PACRA

287 Pakistan International Element Islamic Asset Allocation Fund




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 Pakistan International Element Islamic Asset Allocation 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 SMFY 17. 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 1HFY'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.

EQUITIES MARKET OVERVIEW

Pakistan Stock Exchange (PSX) continued its positive momentum of 1QFY 17 by posting another 16.64% return in 2QFY 16 to conclude the
period 26.53% higher (47,807 points). In calendar year 2016, the local bourse remained the best performing market in the region and stood 5th
in global ranking with a USD based return of 45%. This was despite an aggressive selling from the foreign investors, who remained net sellers
of USD 298mn in 1HFY'16, compared to USD 240 mn in the corresponding period last year. This heavy selling was absorbed mostly by Mutual
Funds and NBFCs with net buying of USD 307mn and USD 102mn, respectively.

Auto Parts Manufacturers and Auto Assemblers remained the best performing sectors during IHFY17 with returns of 83% and 77%,
respectively. Among the mainstream sectors, Banks outperformed the rest with a 33% return during the period under review, mainly on account
of improving advances, rising deposits and bottomed out interest rate outlook. Cements also posted a 30% return during the period under
review as strong demand coupled with healthy margins kept the investors' interest alive in the sector. Improving crude oil prices also made a
mark on the E&Ps, which posted a healthy 27% return during 1HFY'17. Fertilizers on the other hand, underperformed the index by posting a
modest 2% return, as rising inventories coupled with discounts on urea prices took their toll on the sector.

We expect the positive momentum to continue going ahead 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 11.99x, still trading ata 10.5% discount to the MSCI EM, reflecting further room for re-rating from here.
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REPORT OF THE DIRECTORS OF THE MANAGEMENT COMPANY
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

FUND PERFORMANCE

During the period under review, the fund delivered areturn 0f23.54% as against its benchmark return of21.01%.

On the equities front, the overall allocation was 78% at the end of the period under review. The fund decreased its exposure in Power
Generation & Distribution, Cement, Fertilizer and Oil and Gas sector during the period.

On the fixed income side, there was no exposure towards Sukuk as it stood at 0.0% of the portfolio at the end of the period under review.

The Net Assets of the Fund as at December 30, 2016 stood at Rs. 1,187 million as compared to Rs. 821 million as at June 30, 2016 registering an
increase 0f44.58%.

The Net Asset Value (NAV) per unit as at December 30, 2016 was Rs. 78.47 as compared to opening NAV of Rs. 63.52 per unit as at June 30,
2016 registering an increase of Rs. 14.95 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.

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.

For and on behalf ofthe Board,

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, 998, Block "B,
5.M.C.H.5. Main Shahra-e-Faisal,
Karachi 74400, Pakistan.

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

Fax: (92-21) 34326020 - 23
URL: www.cdcpakistan.com
Email: info@cdcpak.com

<8
Q

TRUSTEE REPORT TO THE UNIT HOLDERS

PAKISTAN INTERNATIONAL ELEMENT ISLAMIC ASSET ALLOCATION
FUND

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

We Central Depository Company of Pakistan Limited, being the Trustee of Pakistan
International Element Islamic Asset Allocation Fund (the Fund} are of the opinion that
MCB-Arif 11abib Savings and Investmenis Limited beiny 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:

D Limitations imposed on the investment powers of the Management Company under
the constitutive documents of the Fund;

{i1) The pricing, issuance and redemption o[ units are carmed out in accordance with the
requirements of the constiutive 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.

Qy

Aftab Ahmed Diwan
Chiel Executive Officer
Central Depository Company of Pakistan Limited

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

EY Ford Rhodes Tel: +9221 3565 0007-11
Chartered Accountants Fax: 19221 3568 1965
Progressive Plaza, Beaurnaont Road ey.khi@pk.ey.com

P.0. Box 15541, Karachi 75530 ey.cam/pk

Building a better -
working world Rtk

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
Pakistan International Element Islamic Asset Allocation 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 responsihility 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 information 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 do 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.

Chartered Accountants
Engagement Partner: Shabbir Yunus
Date: 02 February 2017

Karachi

A member firmof Ernst & Young Global Limited
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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 213,228 133,896
Investments 5 987,100 696,680
Receivable against sale of investments 57,678 7,540
Dividend and profit receivable 4,866 2,320
Advances, deposits and prepayments 3,231 3,205
Total assets 1,266,103 843,641
LIABILITIES
Payable to the Management Company 2,808 2,347
Payable to the Trustee 200 160
Annual fee payable to the Securities and Exchange

Commission of Pakistan (SECP) 463 781
Payable against purchase of investments 54,563 -
Accrued and other liabilities 6 21,494 19,844
Total liabilities 79,528 23,132
NET ASSETS 1,186,575 820,509
Unit holders' fund (as per statement attached) 1,186,575 820,509

Contingencies and commitments

NUMBER OF UNITS IN ISSUE

NET ASSETS VALUE PER UNIT

-------- (Number of units) --------

15,120,800 12,916,673
------------- (Rupees) -------------
78.47 63.52

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

Vo

Chief Executive Officer

For MCB-Arif Habib Savings and Investments Limited
(Management Company)
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CONDENSED INTERIM INCOME 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
Note (Rupees in '000)

INCOME
Net gain on sale of investments 106,613 151 77,186 1,164
Dividend income 21,856 14,064 12,674 7,759
Income from investment in sukuk certificates - 2,440 - 1,207
Profit on bank deposits 5,889 6,347 2,413 3,669
Net unrealised appreciation / (diminution) on

revaluation of investments 'at fair value

through profit or loss - held-for-trading' 5.1 30,187 (2,547) 30,312 1,561
Total income 164,545 20,455 122,585 15,360
Impairment loss on available-for-sale investment - 566 - 566
EXPENSES
Remuneration of the Management Company 9,541 8,496 4,905 4288
Sales tax and federal excise duty on remuneration

of the Management Company 1,238 2,752 636 1,378
Expenses allocated by the Management Company

and related taxes 553 90 285 90
Remuneration of the Trustee 981 862 491 434
Sales tax on trustee fee 109 121 64 61
Annual fee to SECP 463 412 238 208
Brokerage, settlement and bank charges 2,183 674 1,490 382
Printing and related costs 87 127 32 64
Fees and subscription 45 150 (66) 89
Shariah advisory fee 450 83 220 83
Auditors' remuneration 287 325 143 154
Donation 428 219 221 87
Total expenses 16,365 14,311 8,659 7,318
Net income from operating activities 148,180 5,578 113,926 7,476
Element of income / (loss) and capital gains /

(losses) included in the prices of units sold

less those in units redeemed:

- from realised / unrealised capital gains / (losses) 9,965 (2,648) 9,185 (2,666)

- from other (loss) / income (1,525) 2,359 (1,469) 1,652

8,440 (289) 7,716 (1,014)

Net income for the period before taxation 156,620 5,289 121,642 6,462
Taxation 8 - - - -
Net income for the period after taxation 156,620 5,289 121,642 6,462

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 h
q- J Wj,;_,if_, (Management Company) //ﬂ 7

Chief Executive Officer 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 156,620 5,289 121,642 6,462
Other comprehensive income / (loss):

To be reclassified to profit or loss
account in subsequent periods

Net unrealised appreciation / (diminution)
on re-measurement of investments

classified as 'available-for-sale' 54,807 (48,569) 27,872 10,184

Other comprehensive income /
(loss) for the period 54,807 (48,569) 27,872 10,184

Total comprehensive income /
(loss) for the period 211,427 (43,280) 149,514 16,646

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 _ ;&-’V}/ - (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

---------------------- (Rupees in '000) ---------------—-———--

Undistributed income brought forward
comprises of:

- Realised income 121,075 97,141 188,707 133,401
- Unrealised income / (loss) 109 17,168 125 (4,108)
Undistributed income brought forward - net 121,184 114,309 188,832 129,293

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

representing unrealised income / (loss) 44,425 3,526 11,755 (12,631)
Net income for the period 156,620 5,289 121,642 6,462
201,045 8,815 133,397 (6,169)
Undistributed income carried forward 322,229 123,124 322,229 123,124

Undistributed income carried forward
comprises of:

- Realised income 292,042 125,671 291,917 121,563
- Unrealised income / (loss) 30,187 (2,547) 30,312 1,561
322,229 123,124 322,229 123,124

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 h
q- J Wj,;_,if_, (Management Company) //ﬂ 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) --------------------—-

Net assets at beginning of the period 820,509 803,601 1,013,916 835,216

Issue of 7,406,388 units (2015: 5,580,063 units)
and 3,941,850 units (2015: 2,175,819 units) for
the half year and quarter ended respectively 514,087 331,911 287,211 127,301

Redemption of 5,202,261 units (2015: 5,943,872 units)
and 3,714,207 units (2015: 4,047,347 units) for the
for the half year and quarter ended respectively (351,008) (346,862) (256,350) (234,518)

163,079 (14,951) 30,861 (107,217)

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

- amount representing (gain) / loss and capital (gains) /
losses - transferred to income statement:
- from realised / unrealised capital (gains) / losses (9,965) 2,648 (9,185) 2,666
- from other loss / (income) 1,525 (2,359) 1,469 (1,652)

- amount representing unrealised (income) / loss and capital
(gains) / losses that forms part of the unit holders' fund
transferred to the distribution statement (44,425) (3,526) (11,755) 12,631

(52,865) (3,237) (19,471) 13,645

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

Net gain on sale of investments 106,613 151 77,186 1,164

Net unrealised appreciation / (diminution) on
revaluation of investments 'at fair value through
profit or loss - held-for-trading' 30,187 (2,547) 30,312 1,561

Other income for the period 19,820 7,685 14,144 3,737

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

amount representing unrealised income / (loss) 44,425 3,526 11,755 (12,631)
201,045 8,815 133,397 (6,169)
Net unrealised appreciation / (diminution) on re-measurement
of investments classified as 'available-for-sale' 54,807 (48,569) 27,872 10,184
Net assets at end of the period 1,186,575 745,659 1,186,575 745,659

NUMBER OF UNITS IN ISSUE 15,120,800 12,825,200 15,120,800 12,825,200
(Rupees)
NET ASSETS VALUE PER UNIT 78.47 58.14 78.47 58.14

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 h
q- J Wj,;_,if_, (Management Company) //ﬂ 7

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 156,620 5,289 121,642 6,462

Adjustments for :
Net unrealised (appreciation) / diminution on

revaluation of investments 'at fair value

through profit or loss - held-for-trading' (30,187) 2,547 (30,312) (1,561)
Impairment loss on 'available-for-sale' investment - 566 - 566
Element of (income) / loss and capital (gains) /

losses included in the prices of units sold

- from realised / unrealised (capital gains) / losses (9,965) 2,648 (9,185) 2,666
- from other loss / (income) 1,525 (2,359) 1,469 (1,652)
117,993 8,691 83,614 6,481
(Increase) / decrease in assets
Receivable against sale of investments (50,138) 16,141 (25,145) (2,399)
Investments (205,426) (52,764) (229,643) 29,667
Dividend and profit receivable (2,546) 50 5,133 5,106
Advances, deposits and prepayments (26) (11) (278) (108)
(258,136) (36,584) (249,933) 32,266
Increase / (decrease) in liabilities
Payable against purchase of investments 54,563 - 54,563 -
Payable to the Management Company 461 (331) 494 (514)
Payable to the Trustee 40 17 14 4)
Annual fee payable to SECP (318) (72) 238 208
Accrued and other liabilities 1,650 (7,844) (29,197) 1,107
56,396 (8,230) 26,112 797
Net cash (used in) / generated
from operating activities (83,747) (36,123) (140,207) 39,544
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts from issuance of units 514,087 331,911 287,211 127,301
Payments on redemption of units (351,008) (346,862) (256,350) (234,518)
Net cash generated from / (used in)
financing activities 163,079 (14,951) 30,861 (107,217)
Net increase / (decrease) in cash and
cash equivalents during the period 79,332 (51,074) (109,346) (67,673)
Cash and cash equivalents at beginning of the period 133,896 242,427 322,574 259,026
Cash and cash equivalents at end of the period 213,228 191,353 213,228 191,353

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 h
q- J Wj,;_,if_, (Management Company) //ﬂ 7

Chief Executive Officer Director
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

1. LEGAL STATUS AND NATURE OF BUSINESS

1.1 The Pakistan International Element Islamic Asset Allocation Fund (the Fund) was established under a Trust Deed
executed between Arif Habib Investments Limited (the Management Company, "AHIL") as Management Company
and Central Depository Company of Pakistan Limited as the Trustee. The Trust Deed was executed on December 14,
2005 and was approved by SECP under the Non-Banking Finance Companies (Establishment and Regulation) Rules,
2003 (the NBFC Rules).

1.2 The Management Company of the Fund has been licensed to act as an Asset Management Company under the NBFC
Rules 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.

1.3 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.

1.4 The Fund is an open ended mutual fund and is listed on the Pakistan Stock Exchange Limited. The principal activity of
the Fund is to make investment in shariah compliant investments in securities or instruments both inside and outside
Pakistan. Units are offered for public subscription on a continuous basis. The units are transferable and can be
redeemed by surrendering them to the Fund. The Fund has been categorised as "shariah compliant asset allocation
scheme" by the Board of Directors of the Asset Management Company in pursuant to Circular No. 7 of 2009 dated
March 06, 2009 issued by the SECP.

1.5 The Pakistan Credit Rating Agency Limited (PACRA) has assigned an asset manager rating of 'AM2++' dated June 08,
2016 to the Management Company.

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

2. BASIS OF PREPARATION

2.1 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.

2.2 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.

2.3 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.

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.

3. ACCOUNTING POLICIES AND ESTIMATES

The accounting policies, basis of accounting estimates applied and methods of computation adopted in the preparation of
these condensed interim financial statements are the same as those applied in the preparation of the annual financial
statements of the Fund for the year ended June 30, 2016, except as described in note 3.1 below:
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

3.1 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)
TAS 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)
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 policies are consistent with those disclosed in the 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 1.69% as on December
31, 2016 and this includes 0.18% representing Government Levy and SECP fee. This ratio is within the maximum limit of 4%
prescribed under the NBFC Regulations 60 (5) for a collective investment scheme categorised as an asset allocation 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'
Listed equity securities 5.1 468,238 999
'Available-for-sale'
Listed equity securities 52 518,862 695,681
987,100 696,680
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

(Un-Audited) (Audited)

December 31, June 30,
2016 2016
Note ~ - (Rupees in '000) ----------
6. ACCRUED AND OTHER LIABILITIES
Provision for Workers' Welfare Fund 6.1 9,641 9,641
Federal excise duty payable on
management fee 6.2 5,910 5,910
Federal excise duty and related taxes
payable on sales load 6.2 1,136 1,136
Sales load payable to MCB Bank Limited -
related party 189 -
Charity / donation payable 738 310
Auditors' remuneration 207 423
Zakat payable 291 291
Withholding tax payable 1,386 101
Brokerage payable 1,685 1,591
Other payables 311 441
21,494 19,844

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.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

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.0.37 (0.47%) per unit.

6.2  There is no change in the status of petition pending with SHC as reported in note 14 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.7.046 million (June 30, 2016: Rs.7.046 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.0.55 per unit).

7. CONTINGENCIES AND COMMITMENTS
There were no contingencies and commitments as at December 31, 2016.

8. 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.

9. 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)

9.1 Transactions during the period:

MCB Arif Habib Savings and Investments
Limited - Management Company

Remuneration (including indirect taxes) 10,779 11,248 5,541 5,666
Expenses allocated by the Management

Company and related taxes 553 90 285 -
Shariah advisory fee 450 83 220 83

Central Depository Company of

Pakistan Limited - Trustee
Remuneration including indirect taxes 1,090 983 555 495
Settlement charges 94 48 51 16

Group / Associated Companies:

MCB Bank Limited
Bank charges 5 15 1 -
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

(Un-Audited)

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

(Rupees in '000)

Arif Habib Limited *

Brokerage expense 101 18 5 15
Next Capital Limited *

Brokerage expense 158 57 67 -
Pakgen Power Limited

Dividend income 723 723 - -
Lalpir Power Limited

Dividend income 303 865 - -
Nishat Mills Limited

Dividend income 1,580 - 1,580 -

D.G Khan Cement Company Limited
Dividend income 450 - 450 -

Fatima Fertilizer Company Limited
Dividend income 81 - - -

Adamjee Life Assurance Company Limited
- Investment Multiplier Fund **
Issuance of 2,032,118 units (2015: Nil units)
and 2,032,118 units (2015: Nil units) for the
half year and quarter ended respectively 150,000 - 150,000 -

Other Related Parties:

Key Management Personnel
Issuance of 1,557 units (2015: 36,507 units)

and 1,557 units (2015: 4,752 units) for the

half year and quarter ended respectively 105 2,214 105 377
Redemption of 9,720 units (2015: 34,830 units)

and 3,538 units (2015: 6,697 units) for the

half year and quarter ended respectively 676 2,372 262 698

(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 1,801 1,375
Sindh sales tax payable on management remuneration 234 192
Expense allocated by the Management Company 92 83
Sale load payable 496 352
Sindh sales tax payable on sales load payable 65 49
Back-end load payable 45 -

Shariah advisory fee payable 75 296
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

(Un-Audited) (Audited)
December 31, June 30,
2016 2016

---------- (Rupees in '000) -------—--
Central Depository Company of Pakistan Limited - Trustee
Remuneration payable to the trustee (including related taxes) 133 160

Security deposit 200 200
Group / Associated Companies:
MCB Bank Limited
Balance with bank 6,281 24,112
Sales load payable 189 -
Arif Habib Limited *
Brokerage payable 5 173
Next Capital Limited *
Brokerage payable 44 71
Lalpir Power Limited
Nil shares held (June 30, 2016: 865,000 shares) - - 18,771
'available-for-sale'
Sui Northern Gas Pipelines Limited
281,500 shares held (June 30, 2016: Nil shares) -
'held-for-trading' 22,962 -
Pakgen Power Limited
181,500 shares held (June 30, 2016: 722,500 shares) - 4,859 17,376
'available-for-sale'
Nishat Mills Limited
146,900 shares held (June 30, 2016: 285,000 shares) - 22,368 30,752
'available-for-sale'
Fatima Fertilizer Company Limited
254,000 shares held (June 30, 2016: Nil shares) -
'held-for-trading' 9,370 -
65,000 shares held (June 30, 2016: Nil shares) -
'available-for-sale' 2,398 -
D.G Khan Cement Company Limited -
Employees Provident Fund Trust
99,937 units held (June 30, 2016: 99,937 units) 7,842 6,348
Unit holders holding 10% or more units:
Adamjee Life Assurance Company Limited -
Investment Multiplier Fund
2,032,118 units held (June 30, 2016: Nil units) 159,466 -
Other Related Parties:
Key Management Personnel
43,480 units held (June 30, 2016: 51,643 units) 3,412 3,281

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.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

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 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'
Listed equity securities 468,238 - - 468,238
468,238 - - 468,238

Financial assets classified as
'available-for-sale'
Listed equity securities 518,862 - - 518,862
987,100 - - 987,100

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

Financial assets 'at fair value
through profit or loss -
'held-for-trading'
Listed equity securities 999 - - 999
999 - - 999

Financial assets classified as
'available-for-sale'
Listed equity securities 695,681 - - 695,681
696,680 - - 696,680

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.

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.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

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 h
q- J Wj,;_,if_, (Management Company) //ﬂ 7

Chief Executive Officer Director
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Please find us on

Ei @ O OYolTD

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




