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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE HALF YEAR ENDED DECEMBER 31, 2017

Dear Investor,

On behalf of the Board of Directors, We are pleased to present MCB Pakistan Sovereign Fund's accounts reviewed
for the half year ended December 31st, 2017.

ECONOMY AND MONEY MARKET OVERVIEW

Economic scorecard continued to remain mixed with real side still indicating strong growth momentum, while external side
conversely showing the vulnerabilities. Growth momentum of the economy continued during the period with LSM growing
at strong pace of ~6% YoY, bolstered by growth in Steel, Auto and Food & Beverages sector. Add to this the agricultural
sector growth (being reflected in cotton crop, sugar crop and wheat crop bumper numbers coming in), economy looks
on track to approach 6% target GDP growth for FY18.

Provisional fiscal deficit for the 1HFY 18 was recorded at ~2.5% of GDP, despite commendable tax collection. Tax Authorities
managed to collect PKR 1.3 trillion during the period, showing an impressive growth of 20% compared to same period
last year.

CPI for the first half averaged at a moderate level of 3.75% YoY, supported by lower oil prices, stable food prices and a
higher base effect. However, as of late it had started to inch up as witnessed by Dec'17 figure of 4.57%, owing to rising
oil prices and depreciating currency. As a result of the stable indicators, the monetary policy committee has to date
maintained its status quo approach.

On the external side, trade deficit widened to alarming levels. The current account deficit (CAD) for the first 6 months
clocked in at USD ~7.5 billion (up 59% YoY). Trade deficit for 1THFY18 reached USD 14.3 billion up ~26% YoY. Import
registered an increase of ~19% during the 1HFY 18, propelled by petroleum imports and an expansionary fiscal and
monetary policy. On the flip side, the impact of textile package started to gain some momentum as textile exports grew
by ~8% during 1HFY18, though insufficient to bridge the gap created by rising imports. Resultantly, the foreign exchange
reserves declined by USD ~1.2 billion, despite USD 2.5 billion floated in international bond markets. PKR also depreciated
by ~5% against USD indicating a much need attempt from government to address widening external account.

Money markets took clue from the rising inflation expectations as against all tenors, 3-months t-bills remained the most
preferred play. Meanwhile, longer tenor PIBs remained out of favor with very low participation from financial institutions
& banks in auctions.

FUND PERFORMANCE

During the period under review, the fund generated an annualized return of 4.93% as against its benchmark return of
5.90%.

The Fund increased its duration to 102 days as at December 31, 2017 from 65 days as at June 30, 2017.
At period-end, the fund was 40.8% invested in Treasury Bills, 57.1% in cash and bank deposits, and 1.7% in PIBs.

The Net Assets of the Fund as at December 31, 2017 stood at Rs. 964 million as compared to Rs. 1,351 million as at
June 30, 2017 registering a decrease of 28.64%.

The Net Asset Value (NAV) per unit as at December 31, 2017 was Rs.54.45 as compared to opening NAV of Rs. 53.13
per unit as at June 30, 2017 registering an increase of Rs. 1.32 per unit.

FUTURE OUTLOOK

Challenges continue to increase on both economic and political front and require comprehensive plan and undeterred
focus to consolidate the improvements seen in last few years. Given the current pace of trade deficit and weak performance
on remittances, we expect current account deficit to approach USD 17 billion for the FY18 which in our estimates indicate
an additional financing need of near USD 5 billion.

Nevertheless, market valuations remain at a very attractive level as indicated by risk premiums (difference between
earnings yield and 10-year interest rates) which are at historically high level, suggesting market to remain very cheap.
Furthermore, KSE-100 trades at a forward P/E of 9.71x, at a steep discount of 40% from its emerging market peer group.
Enduring themes that should play out over the medium-term regardless of the political situation include (i) PKR depreciation
and higher interest rates (ii)) CPEC and continued GoP support for the textiles sector that would encourage exports. While
markets may react to overall happening events scheduled particularly in 2HFY 18, we consider any weakness in the market
as an opportunity to build long term exposures.

On the fixed income front, market is expected to remain cautious on back of a precarious external account position along

with an uptick in inflation trajectory. Visibility on economic front, in particular to balance of payments, would guide further
participation towards fixed income markets.
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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE HALF YEAR ENDED DECEMBER 31, 2017
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TRUSTEE REPORT TO THE UNIT HOLDERS

CENTRAL DEPOSITORY COMPANY
OF PAKISTAN LIMITED

Head Office:

CDC House, 99-B, Block 'B’,
S.M.C.H.S. Main Shahra-e-Faisal,
Karachi - 74400, Pakistan,

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

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

TRUSTEE REPORT TO THE UNIT HOLDERS
MCB PAKISTAN SOVEREIGN FUND

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

We Central Depository Company of Pakistan Limited, being the Trustee of MCB Pakistan
Sovereign Fund (the Fund) are ofthe opinion that MCB-Arif Habib Savings and Investments
Limited being the Management Company of the Fund has in all material respects managed
the Fund during the six months period ended December 31, 2017 in accordance with the
provisions of the following:

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

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

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

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

Karachi: February 22, 2018
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AUDITOR’S REPORT TO THE UNIT HOLDERS ON
REVIEW OF CONDENSED INTERIM FINANCIAL INFORMATION

EY

Building a better
working world

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

Introduction

We have reviewed the accompanying condensed interim statement of assets and liabilities of MCB Pakistan
Sovereign Fund (the Fund) as at 31 December 2017, the related condensed interim income statement, condensed
interim statement of comprehensive income, condensed interim cash flow statement and condensed interim statement
of movement in unit holders' fund and notes to the accounts for the half year then ended (here-in-after referred to
as "interim financial information"). Management Company is responsible for the preparation and presentation of this
interim financial information in accordance with approved accounting standards as applicable in Pakistan for interim
financial reporting. Our responsibility is to express a conclusion on this interim financial information based on our
review.

Scope of Review

We conducted our review in accordance with the International Standard on Review Engagements 2410, "Review
of Interim Financial Information Performed by the Independent Auditor of the Entity". A review of interim financial
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.

E7 Y

Chartered Accountants
Engagement Partner: Shaikh Ahmed Salman
Date:February 26, 2018

Karachi
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CONDENSED INTERIM STATEMENT OF ASSETS AND LIABILITIES
AS AT DECEMBER 31, 2017

(Un-Audited) (Audited)

December 31, June 30,
2017 2017
Note  -------- (Rupees in '000) --------

ASSETS
Balances with banks 968,823 1,321,761
Investments 5 721,244 1,025,054
Mark-up and other receivables 3,036 4,679
Advances and prepayments 2,826 2,961
Total assets 1,695,929 2,354,455
LIABILITIES
Payable to the Management Company 696 1,395
Payable to the Trustee 144 217
Annual fee payable to the Securities and Exchange

Commission of Pakistan (SECP) 443 3,949
Payable against purchase of investments 691,806 945,695
Accrued and other liabilities 6 39,305 51,814
Total liabilities 732,394 1,003,070
NET ASSETS 963,535 1,351,385
Unit holders’ fund (as per statement attached) 963,535 1,351,385
Contingencies and commitments 7

------ (Number of units) ------
NUMBER OF UNITS IN ISSUE 17,695,534 25,435,698
------------ (Rupees) ------------

NET ASSETS VALUE PER UNIT 54.45 53.13

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

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

T > =5

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM INCOME STATEMENT (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2017

Half year ended Quarter ended
December 31, December 31, December 31, December 31,
2017 2016 2017 2016
Note - (Rupees in '000) ----------=--==-----—-
Income
Net (loss) / gain on sale of investments (250) (43,008) (61) 2,851
Income from government securities 25,702 234,035 11,820 85,294
Mark-up on bank deposits 10,910 26,588 5,265 16,584
Net unrealised (loss) / gain
on revaluation of investments 'at fair value
through profit or loss - held-for-trading' 52 (23) - (58) 202
Total income 36,339 217,615 16,966 104,931
Expenses
Remuneration of the Management Company 3,695 25,804 1,699 9,420
Sales tax on remuneration of the
Management Company 480 3,355 220 1,225
Expenses allocated by the Management
Company and related taxes 668 4,134 309 1,542
Remuneration of the Trustee 820 3,122 393 1,212
Sales tax on trustee fee 107 406 51 158
Annual fee to SECP 443 2,744 205 1,023
Auditors' remuneration 293 321 146 170
Brokerage expenses 77 1,432 12 568
Provision for Sindh Workers' Welfare Fund (SWWF) 589 - 277 -
Other expenses 297 528 52 161
Total expenses 7,469 41,846 3,364 15,479
Net income for the period 28,870 175,769 13,602 89,452
Net element of loss included in prices of units
issued less those in units redeemed - (68,740) - (54,280)
Net income for the period before taxation 28,870 107,029 13,602 35,172
Taxation 8 - - - -
Net income for the period after taxation 28,870 107,029 13,602 35,172
Allocation of net income for the period:
Net income for the period after taxation 28,870 13,602
Income already paid on units redeemed (5,542) (4,436)
23,328 9,166
Accouting income available for distribution:
- Relating to capital gains - -
- Excluding capital gains 23,328 9,166
23,328 9,166

Earnings per unit 9
The annexed notes from 1 to 14 form an integral part of these condensed interim financial statements.

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

T > =5

Chief Executive Officer Chief Financial Officer Director

76 MCB PAKISTAN SOVEREIGN FUND




CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2017

Half year ended Quarter ended
December 31, December 31, December 31, December 31,
2017 2016 2017 2016

(Rupees in '000)
Net income for the period after taxation 28,870 107,029 13,602 35,172
Other comprehensive loss for the period:

To be reclassified to profit or loss
account in subsequent periods

Net unrealised diminution on
re-measurement of investments classified
as 'available-for-sale' (561) (26,176) (592) (36,150)

(561) (26,176) (592) (36,150)

Total comprehensive income
for the period 28,309 80,853 13,010 (978)

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

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

T > =5

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2017

Half year ended
December 31, December 31,
2017 2016
Note -------- (Rupees in '000) --------
CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the period before taxation 28,870 107,029
Adjustments for:
Net unrealised loss on revaluation
of investments 'at fair value through
profit or loss - held-for-trading’ 23 -
Net element of loss included in prices of units
issued less those in units redeemed - 68,740
28,893 175,769
Decrease / (increase) in assets
Investments 432,881 3,685,878
Mark-up and other receivables 1,643 (10,660)
Advances and prepayments 135 78
434,659 3,675,296
(Decrease) / increase in liabilities
Payable to the Management Company (699) (3,780)
Payable to the Trustee (73) (215)
Annual fee payable to SECP (3,506) (3,420)
Payable against purchase of investments (253,889) 1,292,640
Payable against conversion of units - (2,769,378)
Accrued and other liabilities (12,509) 12,161
(270,676) (1,471,992)
Net cash generated from operating activities 192,876 2,379,073
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts from issuance of units 81,958 3,175,455
Payments on redemption of units (498,117) (8,174,096)
Net cash used in financing activities (416,159) (4,998,641)
Net decrease in cash and cash
equivalents during the period (223,283) (2,619,568)
Cash and cash equivalents at beginning of the period 1,670,848 6,138,583
Cash and cash equivalents at end of the period 10 1,447,565 3,519,015

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

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

T > =5

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM STATEMENT OF MOVEMENT IN UNITHOLDERS’ FUND (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2017

Half year ended
December 31, 2017 December 31, 2016
(Rupees in '000)
. Unrealized
Undistribute | (diminution)
Capital Value | dincome/ |/ appreciation Total Total
(loss) on AFS
Investment
Net assets at beginning of the period 2,104,177 (753,347) 555 1,351,385 8,691,268
Issuance of 1,526,291 units (2016: 59,491,350 units)
- Capital value (at net asset value per unit at
the beginning of the period) 81,091 - - 81,091
- Element of Income 867 - - 867
Total proceeds on issuance of units 81,958 - - 81,958 3,175,455

Redemption of 9,266,455 units (2016: 152,106,839 units)

- Capital value (at net asset value per unit at the 492,322 - - 492,322
beginning of the period)

- Amount paid out of element of income

- Relating to 'Net income for the period after taxation’ - 5,542 - 5,542
- Relating to 'Other comprehensive income for the period' - - - -
- Refund / adjustment on units as element of loss (253) - - (253)
Total payments on redemption of units (492,575) (5,542) - (498,117) 8,174,096
Element of loss and capital losses included in prices
of units issued less those in units redeemed - net - - - - 68,740
Total comprehensive income for the period - 28,870 (561) 28,309 80,853
Distribution during the period - - - - -
Net income for the period less distribution - 28,870 (561) 28,309 80,853
Net assets at end of the period 1.693.560 (730.019) (6) 963.535 3,842,220
Undistributed loss brought forward comprising of:
- Realised loss (753,344) (291,619)
- Unrealised (loss) / gain (3) 348
(753,347) (291,271)

Accounting income available for distribution
- Relating to capital losses

- Excluding capital losses 23,328
23,328
Net loss for the period after taxation - (192,097)
Element of loss and capital losses included in prices of units issued less
those in units redeemed - amount representing unrealised loss - (299,126)
Distribution during the period - - -
Undistributed loss carried forward 1730,0192 §782,4942
Undistributed loss carried forward comprising of:
- Realised loss (729,996) (782,494)
- Unrealised loss (23) -
(730,019) (782,494)
(Rupees) (Rupees)
Net assets value per unit at beginning of the period 53.13 53.05
Net assets value per unit at end of the period 54.45 54.31

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

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

=l o 7

Chief Executive Officer Chief Financial Officer Director
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NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION (UN-AUDITED)

FOR THE HALF YEAR ENDED DECEMBER 31, 2017

1.1

1.2

1.3

14

1.5

1.6

1.7

1.8

1.9

LEGAL STATUS AND NATURE OF BUSINESS

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

The Board of Directors have approved that the Fund should be categorised as "Income Scheme" as per the categories
defined by the Securities and Exchange Commission of Pakistan Circular 7 of 2009 dated March 06, 2009.

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

Pursuant to the merger of MCB Asset Management Limited and Arif Habib Investment Limited, the name of the
Management Company has been changed from Arif Habib Investment Limited to MCB-Arif Habib Savings and
Investments Limited.

The Management Company of the Fund has been licensed to act as an Asset Management Company under the
NBFC Rules through certificate of registration issued by SECP. The registered office of the Management Company
is situated at 24th Floor, Centre Point, Off. Shaheed-e-Millat Expressway, Near KPT Interchange, Karachi, Pakistan.

MCB Pakistan Sovereign Fund has a policy of investing in Pakistani rupee denominated debt securities issued by
the government of Pakistan, reverse repurchase transaction in government securities and any otherwise un-invested
funds in deposits with banks and financial institutions. In addition, the Fund can also invest in sub-scheme of the
Fund.

The Fund is an open ended mutual fund and offers units for public subscription on a continuous basis. The units
of the Fund can be transferred to / from the Funds managed by the Management Company and can also be
redeemed by surrendering to the Fund. The units are listed on the Pakistan Stock Exchange Limited.

The Pakistan Credit Rating Agency (PACRA) Limited has assigned an asset manager rating of AM2++ dated
December 28, 2017 to the Management Company and has assigned stability rating of "AA-(f)" dated July 12, 2017
to the Fund. The Fund consists of a 'Perpetual’ (the scheme). In addition, the Fund had also issued other sub-
scheme which matured as follows:

Name of sub-scheme Maturity date of sub-scheme
MetroBank - Pakistan Sovereign Fund - (December 2012) December 31, 2012
MetroBank - Pakistan Sovereign Fund - (December 2007) December 31, 2007
MetroBank - Pakistan Sovereign Fund - (December 2005) December 31, 2005
MetroBank - Pakistan Sovereign Fund - (December 2003) December 31, 2003

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

BASIS OF PREPARATION

These condensed interim financial statements for the half year ended December 31, 2017, have been prepared in
accordance with the requirements of International Accounting Standard 34: ‘Interim Financial Reporting’, provisions
of and directives issued under the repealed Companies Ordinance, 1984, 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.
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2.2

23

24

2.5

2.6

3.1

3.2

Effective 30 May 2017, the Companies Act, 2017 (the Act) has been promulgated, however, the Securities and
Exchange Commission of Pakistan (SECP) vide its circular No. 23 of 2017 dated October 04, 2017 decided that
the companies whose financial year closes on or before December 31, 2017 shall prepare their financial statements
in accordance with the provisions of the repealed Companies Ordinance, 1984. Furthermore, the Institute of Chartered
of Pakistan also issued clarification vide its circular dated 06 October 2018 which states the interim financial
statements of companies for the periods ending on or before December 31, 2017 shall also be prepared in accordance
with the provisions of the repealed Companies Ordinance, 1984.

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, 2017.

These condensed interim financial statements are un-audited but subject to limited scope review by the auditors.
Figures for the quarters ended December 31, 2017 and December 31, 2016 as reported in these condensed interim
financial statements have not been subject to limited scope review by the external auditors.

In compliance with schedule V of the NBFC Regulations the Directors of the Management Company, hereby declare
that these condensed interim financial statements give a true and fair view of the state of the Fund’s affairs as at
December 31, 2017.

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.

ACCOUNTING POLICIES AND ESTIMATES

The accounting policies and methods of computation adopted in preparation of this condensed interim financial
statements are same as those applied in preparation of financial statements of the Fund for the year ended June
30, 2017, except as follows:

New / Revised Standards, Interpretations and Amendments

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

Standard or Interpretation
IAS 7 Statement of Cash Flows - Disclosure Initiative - (Amendment)

IAS 12 Income Taxes - Recognition of Deferred Tax Assets for Unrealized
losses (Amendments)

Improvements to Accounting Standards Issued by the IASB

IFRS 12 Disclosure of interests in Other Entities - Clarification of the scope of the disclosure
Requirement

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.

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

The Securities and Exchange Commission of Pakistan (SECP) through its SRO 756(1)/2017 dated August 03, 2017
has made certain amendments in the NBFC Regulations. The notification includes a definition and explanation
relating to "element of income" and excludes the element of income from the expression "accounting income" as
described in Regulation 63 (amount distributable to unit holders) of the NBFC Regulations. As per the notification,
element of income represents the difference between net assets value per unit on the issuance or redemption date,
as the case may be, of units and the net assets value per unit at the beginning of the relevant accounting period.
Further, the Regulations also specify that element of income is a transaction of capital nature and the receipt and
payment of element of income shall be taken to unit holders' fund. However, to maintain the same ex-dividend net
asset value of all units outstanding on the accounting date, net element of income contributed on issue of units lying
in unit holders fund will be refunded on units in the same proportion as dividend bears to accounting income available
for distribution. Furthermore, the revised Regulations also require certain additional disclosures with respect to
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'Income Statement' and 'Statement of Movement in Unit Holders' Fund', whereas disclosure with respect to 'Distribution
Statement' has been deleted in the revised Regulations.

Previously, an equalisation account called the 'element of income / (loss) and capital gains / (losses) included in
prices of units issued less those in units redeemed' was created, in order to prevent the dilution of per unit income
and distribution of income already paid out on redemption. The net element of income / (loss) and capital gains /
(losses) relating to units issued and redeemed during the accounting period which pertained to unrealised appreciation
/ (diminution) held in the Unit Holder's Fund was recorded in a separate account and any amount remaining in this
reserve account at the end of the accounting period (whether gain or loss) was included in the amount available
for distribution to the unitholders. The remaining portion of the net element of income / (loss) and capital gains /
(losses) relating to units issued and redeemed during an accounting period was recognised in the Income Statement.

As required by IAS 8: 'Accounting Policies, Changes in Accounting Estimates and Errors', a change in accounting
policy requires retrospective application as if that policy had always been applied. However, the Management
Company has applied the above changes in accounting policy, including the additional disclosures requirements
in the 'Income Statement' and 'Statement of Movement in Unit Holders' Fund', prospectively from July 01, 2017 as
required by SECP vide its S.R.O. No. 756(I) / 2017 dated August 03, 2017. Accordingly, corresponding figures have
not been restated. The ‘Distribution Statement’ for the comparative period has not been presented as it has been
csielgted as a result of the amendments made in the NBFC Regulations the aforementioned SRO issued by the
ECP.

Had the element of loss been recognised as per the previous accounting policy, the income of the Fund would have
been lower by Rs.5.349 million. However, the change in accounting policy does not have any impact on the 'cash
flow statement’, the 'net assets attributable to the unit holders' and 'net asset value per unit' as shown in the 'Statement
of Assets and Liabilities' and 'Statement of Movement in Unit Holders' Fund'. The change has resulted in inclusion
of certain additional disclosures / new presentation requirements in the 'Income Statement' and 'Statement of
Movement in Unit Holders' Fund' which have been incorporated in these statements.

3.3 The Fund's financial risk management objectives and policies are consistent with those disclosed in the annual
audited financial statements of the Fund as at and for the year ended June 30, 2017.

4. TOTAL EXPENSE RATIO
The Total Expense Ratio of the Fund is 0.64% as on December 31, 2017 (December 31, 2016: 0.58%) and this
includes 0.15% (December 31, 2016: 0.09%) representing Government Levy and SECP fee. This ratio is within the

maximum limit of 2% prescribed under the NBFC Regulation 60 (5) for a collective investment scheme categorised
as an income scheme.

(Un-Audited) (Audited)

December 31, June 30,
2017 2017
5. INVESTMENTS Note  -----—--- (Rupees in '000) --------
Invesments by Category
'At fair value through profit or loss - held-for-trading’
Market Treasury Bills 5.1 691,783 970,336
'Available-for-sale’
Pakistan Investment Bonds 5.3 29,461 54,718
721,244 1,025,054
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NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION (UN-AUDITED)

FOR THE HALF YEAR ENDED DECEMBER 31, 2017

6.1

6.2

10.

(Un-Audited) (Audited)

December 31, June 30,
2017 2017

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

ACCRUED AND OTHER LIABILITIES
Provision for Sindh Workers' Welfare Fund (SWWF) 6.1 4,105 3,516
Federal Excise Duty payable on management fee 6.2 29,028 29,028
Federal Excise Duty and related taxes payable on sales load 4,170 4,170
Withholding tax payable 61 5,742
Auditors' remuneration payable 232 427
Brokerage payable 2 80
Payable against redemption of units - 7,186
Others 1,707 1,665
39,305 51,814

There is no change in the status of the SWWF as reported in note 13.1 to the annual financial statements of the
Fund for the year ended June 30, 2017.

There is no change in the status of the appeal filed by the Federal Board of Revenue in the Honorable Supreme
Court of Pakistan in respect of levy of Federal Excise Duty as reported in note 15 to the annual financial statements
of the Fund for the year ended June 30, 2017.

CONTINGENCIES AND COMMITMENTS
There were no contingencies and commitments as at December 31, 2017.
TAXATION

The Fund's income is exempt from income tax as per clause (99) of part | of the Second Schedule to the Income
Tax Ordinance, 2001 subject to the condition that not less than 90% of the accounting income for the year as reduced
by capital gains whether realised or unrealised is distributed amongst the unit holders by way of cash dividend.
Furthermore, as per regulation 63 of the Non-Banking Finance Companies and Notified Entities Regulation, 2008,
the Fund is required to distribute 90% of the net accounting income other than unrealised capital gains to the unit
holders in cash. The Fund is also exempt from the provision of Section 113 (minimum tax) under clause 11A of Part
IV of the Second Schedule to the Income Tax Ordinance, 2001. Since the management intends to distribute the
income earned by the Fund during the year to the unit holders in cash in the manner as explained above, accordingly,
no provision for taxation has been made in these condensed interim financial statements.

EARNINGS PER UNIT

Earnings per unit based on cumulative weighted average units for the period has not been disclosed as in the
opinion of the Management Company the determination of the same is not practicable.

--------- (Un-Audited) ---------
December 31, December 31,

2017 2016
Note -------- (Rupees in '000) --------
CASH AND CASH EQUIVALENTS
Balances with banks 968,823 3,519,015
Treasury bills maturing within 3 months 5.1 478,742 -
1,447,565 3,519,015
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-------- (Un-Audited) --------

Half year ended

December 31, December 31,

2017 2016
11.2 Transactions during the period: e (Rupees in '000) ------
MCB-Arif Habib Savings and Investments Limited -
Management Company
Remuneration of the Management Company including indirect taxes 4,175 29,159
Expenses allocated by the Management Company and related taxes 668 4,134
Legal and professional charges - 45
Issuance of Nil (2016: 2,340,394) units - 124,986
Redemption of Nil (2016: 7,540,244) units - 404,312
Central Depository Company of Pakistan Limited - Trustee
Remuneration including indirect taxes 927 3,528
Group / Associated Companies
Arif Habib Limited
Brokerage expense * - 3
Next Capital Limited
Brokerage expense * - 116
MCB Bank Limited
Mark-up on bank deposits 15 601
Bank charges 2 39
Sale of securities face value Nil (2016: 450,000,000) - 571,890
Purchase of securities face value Nil (2016: 500,000,000) - 496,640
Silk Bank Limited
Sale of securities face value 150,000,000 (2016: 1,075,000,000) 156,215 1,109,702
Purchase of securities face value Nil (2016: 150,000,000) - 189,049
(Un-Audited) (Audited)
December 31, June 30,
2017 2017
11.3 Balances outstanding at period / yearend: ~  ceeeeee (Rupees in '000) --------

MCB-Arif Habib Savings and Investments Limited -
Management Company

Remuneration payable to Management Company 537 1,080
Sales tax payable on remuneration to Management Company 70 141
Sales load payable including related taxes 2 -
Expenses allocated by Management Company 87 174
Central Depository Company of Pakistan Limited - Trustee

Remuneration payable (including indirect taxes) 144 217
Group / Associated Companies:

MCB Bank Limited

Bank balance 3,560 15,018
Mark-up receivable 91 93
Sales load payable - 53
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NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2017

13. DATE OF AUTHORISATION FOR ISSUE

These condensed interim financial statements were authorised for issue on February 23, 2018 by the Board of
Directors of the Management Company.

14. 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
(Management Company)

T > =5

Chief Executive Officer Chief Financial Officer Director
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