ALHAMRA ISLAMIC ASSET ALLOCATION FUND



CONTENTS

1 Fund’s Information 256
2 Report of the Directors of the Management Company 257
3 Condensed Interim Statement of Assets And Liabilities 262
4 Condensed Interim Income Statement (Un-audited) 263
5 Condensed Interim Statement of Comprehensive Income (Un-audited) 264
6 Condensed Interim Statement of Movement in Unit Holder’s Funds (Un-audited) 265
7 Condensed Interim Cash Flow Statement ( Un-audited) 266
8 Notes to and forming part of the Condensed Interim Financial Statements 267
(Unaudited)

255 ALHAMRA ISLAMIC ASSET ALLOCATION FUND




FUND’S INFORMATION

Management Company

Board of Directors

Audit Committee

Human Resource &
Remuneration Committee

Chief Executive Officer

Chief Operating Officer &
Company Secretary

Chief Financial Officer

Trustee

Bankers

Auditors

Legal Advisor

Transfer Agent

Rating

256 ALHAMRA ISLAMIC ASSET ALLOCATION FUND

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

Mian Muhammad Mansha Chairman

Mr. Nasim Beg Vice Chairman

Mr. Muhammad Sagib 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 Qamar Beg Director
Director

Mr. Haroun Rashid Chairman

Mr. Ahmed Jahangir Member

Mr. Mirza Qamar Beg Member

Mr. Nasim Beg Member

Dr. Syed Salman Ali Shah Chairman

Mr. Nasim Beg Member

Mr. Haroun Rashid Member

Mr. Ahmed Jahangir Member

Mr. Muhammad Sagib Saleem Member

Mr. Muhammad Sagib Saleem
Mr. Muhammad Asif Mehdi Rizvi

Mr. Abdul Basit

Central Depositary Company of Pakistan Ltd.
CDC House, 99-B, Block ‘B'S.M.C.H.S

Main Shahra-e-Faisal Karachi

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

Fax: (92-21) 34326053

Web: www.cdcpakistan.com

MCB Bank Limited

MCB Islamic Bank Limited
United Bank Limited

Allied Bank Limited

Bank Al-Habib Limited

National Bank of Pakistan

Al Baraka Bank Pakistan limited
Silk Bank Limited

Askari Bank Limited

Bank Islami Pakistan Limited
Meezan Bank Limited

Dubai Islamic Bank Pakistan Limited
Habib Bank Limited

Habib Metropolitan Bank Limited

Ernst & Young Ford Rhodes Sidat Hyder
Chartered Accountants

Progressive Plaza, Beaumount Road, P.O. Box 15541
Karachi, Sindh-75530, Pakistan.

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

MCB-Arif Habib Savings & Investments Limited
24th Floor, Center point,

off Shaheed-e-Millat Express Way

Near K.P.T. Interchange, Karachi.

AM2++Asset Manager Rating assigned by PACRA




REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE NINE MONTHS AND QUARTER ENDED MARCH 31, 2018

Dear Investor,

On behalf of the Board of Directors, we are pleased to present Alhamra Islamic Asset Allocation Fund accounts review
for the nine months ended March 31, 2018.

MARKET & ECONOMIC REVIEW
Economy and Money Market Review

The economic scorecard showed a mixed picture with the real side depicting strong growth momentum while external
side demanding policy measures.

The policy makers allowed the PKR/USD parity to adjust towards ~115 to support the deteriorating reserves position by
arresting the worsening external account. The government at the end of March announced a tax amnesty scheme for
undeclared foreign and domestic assets with tax rates ranging from 2%-5%.

The real growth remained strong depicted by Large Scale Manufacturing registering a growth of 6.24% YoY in first eight
months of FY18 supported by strong growth in Petroleum Products, Steel and Food & Beverage sectors. The better
preliminary crop numbers of cotton, wheat and sugar along with strong LSM growth is expected to keep the growth target
of 6% in reach.

The fiscal deficit for the first half of this financial year was recorded at ~2.2% of GDP, despite high tax collection. Tax
Authorities managed to collect PKR 2.0 trillion during the period, showing a growth of 17.6% compared to same period
last year.

CPI for the nine months of FY18 remained modest averaging 3.78% YoY supported by stable food prices, controlled house
rent and higher base effect. However, rising oil prices and depreciating currency indicate upward pressure going forward.

On the external side, trade deficit widened to alarming levels. The current account deficit (CAD) for the nine months
clocked in at ~USD 10.8 billion (up 50% YoY). Trade deficit for the first nine months of the financial year reached USD
19.7 billion up ~22% YoY. Import registered an increase of ~17% during the half year, propelled by petroleum imports and
expansionary fiscal and monetary policies. On the flip side, the impact of textile package introduced by the government
in order to boost exports, started to gain some momentum as textile exports grew by ~8% during the nine months of the
financial year, though insufficient to bridge the gap created by rising imports. Resultantly, the foreign exchange reserves
declined by USD ~3.6 billion, despite USD 2.5 billion bond issuance in international bond markets. PKR also depreciated
by ~10% against USD indicating a much need attempt from government to address widening external account.

Money markets took clue from the rising inflation expectations after the recent rupee depreciation as longer tenor instruments
remained out of favor with very low participation from financial institutions and banks in auctions.

Equity Market Review

oThe benchmark index posted a cumulative 9MFY18 return of -2.05% as compared to 23.67% SPLY. However, much
anticipated currency depreciation event rejuvenated subdued investor interest in the market. Also, developments on the
macro front along with relative calm on the political front (Senate elections held on Mar3'18) drove market performance
during the quarter. This was evident in 3QFY18's gain of ~12.5% in the benchmark index.

Macro vulnerabilities continued to impact the market as burgeoning current account deficit and higher debt servicing
continued to exert pressure on SBP's foreign exchange reserves. Furthermore, announcement of a status quo in Monetary
Policy on Mar 30'18 was quite contrary to market expectations. Other eminent events till date include 1) SC's decision
declaring Nawaz Sharif ineligible to continue as party head while dismissing all political actions taken by him since Jul
28'17 (Panama case verdict) and 2) inclusion of Pakistan in FATF's watch-list.

While 9MFY18 numbers show USD 124 mn foreign selling, this trend was reversed in the last quarter where massive
foreign buying of ~USD 31.2 mn was witnessed. In 9MFY 18, foreign selling was mainly absorbed by insurance companies
(USD 104 mn). Average volumes and value traded ware 175 mn shares and PKR 8.3 bn respectively.
Positive contribution to the index was led by E&Ps (+26%) and Refineries (+15%). E&Ps rallied on the back of increase
in oil prices by ~37%. Negative contributors to the index were Cement(-23%), Autos(-16%) and Oil Marketing Companies(-
13%). Cement sector' lackluster performance was because of concerns over future pricing discipline on upcoming capacity
expansions of ~4.5 mn tons in the next 7-8 months in the Southern region. However, the sector rebounded in the latest
quarter on the back of price increase of ~Rs 50/bag in a phased manner throughout the month of March as well as
improved dispatches number. Auto performed poorly on anticipation of currency depreciation and strengthening of Yen.
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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE NINE MONTHS AND QUARTER ENDED MARCH 31, 2018

OMC sector underperformed due to disappointing results (inventory losses), ban on import of furnace oil and weak demand
outlook.

It is important to highlight that in 3QFY 18, Chemicals and Fertilizers outperformed the market gaining 14.9% and 11.3%
respectively. Chemicals gained due to strong international chemical margins. Interest in fertilizer sector remained high
due to strong international fertilizer prices, comfortable inventory situation and outstanding sales numbers.

FUND PERFORMANCE
During the period under review, the fund delivered a return of 0.70% as against its benchmark negative return of 1.95%.

On the equities front, the overall allocation was 39.6% at the end of the period under review. The fund increased its
exposure in Fertilizer, Cements and Oil & Gas Exploration Companies while decreased exposure in Power Generation
& Distribution. On the Islamic income side, exposure in Sukuk has been reduced to 0%.

The Net Assets of the Fund as at March 31, 2018 stood at Rs.3,171 million as compared to Rs.1,485 million as at June
30, 2017 registering an increase of 113.53%.

The Net Asset Value (NAV) per unit as at March 31, 2018 was Rs.73.5244 as compared to opening NAV of Rs. 73.0135
per unit as at June 30, 2017 registering an increase of Rs. 0.5109 per unit.

MARKET & ECONOMY - FUTURE OUTLOOK

The recent rupee depreciation of ~10% is expected to reflect in the external account numbers going forward. Exports are
expected to continue growth trajectory with textile package also providing support. Unnecessary imports are expected
to slow down reflecting the higher imported cost. Given our outlook of trade deficit and weak performance on remittances,
we expect current account deficit to approach ~USD 16 billion for the FY18 which in our estimates indicate an additional
financing need of near USD 5 billion. Next year could fare better, provided oil stays close to current levels, given machinery
imports would slow down and impact of recent rupee devaluation would be more visible in proceeding year's numbers.

The recent tax amnesty scheme announced could be successful as it is followed by some complimentary steps to curb
the undeclared money. Additionally, regulations over the world would allow information sharing of residents from September,
2017 and undeclared assets would be difficult to hide. The tax amnesty scheme could bring in much needed foreign inflow
of around ~USD 4 bn.

KMI-30 trades at a forward P/E of 10.55x, at a steep discount of 17% from its emerging market peer group. Enduring
themes that should play out over the medium-term include PKR depreciation and higher interest rates, CPEC and continued
GoP support for the export-oriented sector that would encourage exports. The upcoming budget with expectations of
removal of tax on bonus shares and rationalization of capital gains tax could propel positive sentiments. The success of
the amnesty scheme would also be a positive omen as foreign inflows would allow to control external vulnerabilities and
stock market would become a potential investment avenue after whitening of money.

On the Islamic income front, market is expected to remain cautious on back of a precarious external account position
along with an expected uptick in inflation trajectory. Visibility on economic front, in particular to balance of payments, would
guide further participation towards fixed income markets.

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

by the management team.

On behalf of Directors,

Muhammad Sagib Saleem :
Chief Executive Officer Nasim Beg
April 19, 2018 Vice Chairman / Director
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CONDENSED INTERIM STATEMENT OF ASSETS AND LIABILITIES
AS AT March 31, 2018

(Un-Audited) (Audited)

March 31, June 30,
2018 2017
Note--------- (Rupees in '000) ---------
ASSETS
Balances with banks 1,791,696 846,966
Term Deposit Musharika (TDM) 5 95,000 -
Investments 6 1,275,204 652,922
Receivable against sale of investments 25,933 -
Dividend, profit and other receivables 25,124 6,214
Advances, deposits and prepayments 3,251 4,302
Total assets 3,216,208 1,510,404
LIABILITIES
Payable to the Management Company 13,658 5,443
Payable to the Trustee 385 233
Annual fee payable to the Securities and Exchange
Commission of Pakistan (SECP) 1,563 1,122
Payable against purchase of investments 10,086 -
Accrued and other liabilities 7 19,109 18,348
Total liabilities 44,801 25,146
NET ASSETS 3,171,407 1,485,258
Unit holders' fund (as per statement attached) 3,171,407 1,485,258
Contingencies and commitments 8
-------- (Number of units) --------
NUMBER OF UNITS IN ISSUE 43,134,092 20,342,240
------------- (Rupees) -------------
NET ASSETS VALUE PER UNIT 73.5244 73.0135

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

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

Vs - =

Chief Executive Officer Chief Financial Officer Director

262 ALHAMRA ISLAMIC ASSET ALLOCATION FUND




CONDENSED INTERIM INCOME STATEMENT (UN-AUDITED)
FOR THE NINE MONTHS AND QUARTER ENDED MARCH 31, 2018

Nine months ended Quarter ended
March 31, March 31, March 31, March 31,
2018 2017 2018 2017
Note e (Rupees in '000) -----------=-=-=mmn-mmmem
INCOME
Net (loss) / gain on sale of investments (4,113) 149,612 54,627 42,999
Dividend income 42,380 30,537 14,779 8,681
Income on term deposit musharika 1,881 - 1,180 -
Income from sukkuk certificates 34 14 - 14
Profit on bank deposits 52,183 9,018 22,701 3,129
Net unrealised (loss) / gain on
revaluation of investments 'at fair value
through profit or loss - held-for-trading' 6.1 51,413 26,438 89,505 (3,749)
Total (loss) / income 143,778 215,619 182,792 51,074
Impairment loss on investment in equity securities
classified as 'available-for-sale’ (8,587) - (8,587) -
EXPENSES
Remuneration of the Management Company 32,901 15,902 13,476 6,361
Sales tax on remuneration of the
Management Company 4,277 2,067 1,752 829
Expenses allocated by the Management Company
and related taxes 1,859 947 762 394
Remuneration of the Trustee 2,396 1,553 921 572
Sales tax on trustee fee 31 183 119 74
Annual fee to SECP 1,563 773 640 310
Brokerage, settlement and bank charges 4,480 3,924 1,703 1,741
Printing and related costs - 144 - 57
Fees and subscription 658 90 196 45
Shariah advisory fee 675 675 225 225
Auditors' remuneration 539 428 154 141
Legal and professional charges 115 51 24 -
Selling and marketing expenses 10 6,580 121 2,695 -
Provision for Sindh Workers' Welfare Fund 1,564 (3,837) 1,564 (3,837)
Donation 662 543 230 115
Total expenses 58,580 23,564 24,461 7,027
Net (loss) / income for the period 76,611 192,055 149,744 44,047
Net element of income included in prices of units
issued less those in units redeemed - 37,735 - 29,295
Net (loss) / income for the period before taxation 76,611 229,790 149,744 73,342
Taxation 9 - - - -
Net (loss) / income for the period after taxation 76,611 229,790 149,744 73,342
Allocation of net income / (loss) for the period:
Net loss for the period after taxation 76,611 149,744
Income already paid on units redeemed (287) (287)
T 76,324 T 149,457
Allocation of net income / (loss) for the period:
- Relating to capital gains 47,050 143,882
- Excluding capital gains 29,274 5,575

76,324 149,457
Earnings per unit 1"

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

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

il

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE NINE MONTHS AND QUARTER ENDED MARCH 31, 2018

Nine months ended Quarter ended
March 31, March 31, March 31, March 31,
2018 2017 2018 2017

(Rupees in '000)
Net (loss) / income for the
period after taxation 76,611 229,790 149,744 73,342

Other comprehensive (loss) / income
for the period:

To be reclassified to profit or loss
account in subsequent periods

Net unrealised (diminution) / appreciation
on re-measurement of investments
classified as 'available-for-sale' 1,441 40,268 7,484 (14,539)

1,441 40,268 7,484 (14,539)

Total comprehensive (loss) /
income for the period 78,052 270,058 156,941 58,803

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

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

Vs g 5

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM STATEMENT OF MOVEMENT IN UNIT HOLDERS' FUND (UN-AUDITED)
FOR THE NINE MONTHS ENDED MARCH 31, 2018

Nine months ended
March 31, 2018 March 31,
2017

Unrealised
appreciation /
(diminution)
on available-
Undistributed for-sale
Capital value income investments Total Total
---------------------------- (Rupees in '000) -=-===m=mmmmmmmmmmmmmmmmnmnn

Net assets at beginning of the period 1,272,574 175,020 37,664 1,485,258 820,509

Issuance of 32,310,323 units (2017: 11,772,925 units):
- Capital value (at net asset value per unit

at the beginning of the period) 2,359,090 - - 2,359,090 -
- Element of loss (82,367) - - (82,367) -
2,276,723 - - 2,276,723 862,812

Redemption of 9,518,472 units (2017: 7,443,971 units):
- Capital value (at net asset value per unit

at the beginning of the period) (694,974) - - (694,974) -
- Amount paid out of element of income
- Relating to 'Net income for the period after taxation' - (287) - (287) -
- Relating to 'Other comprehensive income for the period' - - - - -
- Refund / adjustment on units as element of income 26,636 - - 26,636 -
(668,338) (287) - (668,625) (527,380)
Net element of income and capital gains included in prices
of units issued less those in units redeemed - net - - - - (37,735)
Total comprehensive (loss) / income for the period - 76,611 1,441 78,052 270,058
Distribution during the period - - - - -
Net (loss) / income for the period less distribution - 76,611 1,441 78,052 270,058
Net assets at end of the period 2,880,958 251,344 39,105 3,171,407 1,388,264

Undistributed income brought forward comprising of:

- Realised gain 165,326 121,075
- Unrealised gain 9,694 109
175,020 121,184

Net (loss) / income for the period after taxation 76,324 229,790

Element of income and capital gains included in prices
of units issued less those in units redeemed -

amount representing unrealised income - 81,250
Distribution during the period - -
Undistributed income carried forward 251,344 432,224

Undistributed income carried forward comprising of:

- Realised gain 466,683 402,037
- Unrealised (loss) / gain (215,339) 30,187

TS e
- (Rupees in '000) -----

Net assets value per unit at beginning of the period 73.0135 63.5232

Net assets value per unit at end of the period 73.5244 80.4995

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

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

Vs g 5

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)
FOR THE NINE MONTHS ENDED MARCH 31, 2018

Nine months ended

March 31, March 31,
2018 2017
Note --------- (Rupees in '000) ---------
CASH FLOWS FROM OPERATING ACTIVITIES
Net (loss) / income for the period before taxation 76,611 229,790
Adjustments for:
Net element of income included in prices of units
issued less those in units redeemed - (37,735)
Net unrealised loss / (gain) on revaluation of
investments 'at fair value through profit or loss - held-for-trading’ (51,413) (26,438)
Dividend income (42,380) -
Impairment loss on 'available-for-sale’ investment 8,587 -
(8,595) 165,617
Increase / (decrease) in assets
Receivable against sale of investments (25,933) 7,540
Investments (578,015) (340,519)
Profit receivable (9,072) (4,533)
Advances, deposits and prepayments 1,051 (1,054)
(611,969) (338,566)
Increase / (decrease) in liabilities
Payable to the Management Company 8,215 816
Payable to the Trustee 152 68
Annual fee payable to SECP 441 (8)
Payable against purchase of investments 10,086 -
Accrued and other liabilities 761 (2,489)
19,655 (1,613)
Dividend received 32,542 -
Net cash used in operating activities (568,367) (174,562)
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts from issuance of units 2,276,723 862,812
Payments on redemption of units (668,625) (527,380)
Net cash generated from financing activities 1,608,097 335,432
Net increase in cash and cash equivalents during the period 1,039,730 160,870
Cash and cash equivalents at beginning of the period 846,966 133,896
Cash and cash equivalents at end of the period 12 1,886,696 294,766

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

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

Vs g 5

Chief Executive Officer Chief Financial Officer Director
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL INFORMATION (UN-AUDITED)
FOR THE NINE MONTHS ENDED MARCH 31, 2018

1. LEGAL STATUS AND NATURE OF BUSINESS

1.1 Alhamra Islamic Asset Allocation Fund (formerly: 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 (CDC) as
Trustee. The Trust Deed was executed on December 14, 2005 and was approved by the Securities and Exchange
Commission of Pakistan (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 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.

1.4 The Fund is an open-ended mutual fund 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 7 of 2009 dated March
06, 2009 issued by the SECP.

1.5 The Pakistan Credit Rating Agency (PACRA) Limited has assigned an asset manager rating of AM 2++ dated
December 28, 2017 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

21 This condensed interim financial statements have been prepared in accordance with the accounting and reporting
standards as applicable in Pakistan which comprises of:

- International Financial Reporting Standards issued by the International Accounting Standards Board (IASB) as
notified under the Companies Act, 2017;

- Provisions of and directives issued under the Companies Act, 2017 along with part VIIIA of the repealed Companies
Ordinance, 1984; and

- Non-Banking Finance Companies (Establishment and Regulations) Rules, 2003 (the NBFC Rules), Non-Banking
Finance Companies and Notified Entities Regulations, 2008 (the NBFC Regulations) and requirements of the Trust
Deed.

Where provisions of the directives issued under the Companies Act, 2017, part VIIIA of the repealed Companies
Ordinance, 1984, the NBFC Rules, the NBFC Regulations and requirements of the Trust Deed differ from the IFRS
Standards, the provisions of the directives issued under the Companies Act, 2017, part VIIIA of the repealed
Comp}anies Ordinance, 1984, the NBFC Rules, the NBFC Regulations and requirements of the Trust Deed have
been followed.

2.2 This condensed interim financial information does not include all the information and disclosures required for full

annual financial statements and should be read in conjunction with the financial statements for the year ended 30
June 2017.
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2.3 The comparative in the statement of assets and liabilities presented in the condensed interim financial information
as at 31 March 2018 have been extracted from the audited financial statements of the Fund for the year ended 30
June 2017, where as the comparatives in the condensed interim income statement, condensed interim cash flow
statement, condensed interim distribution statement and condensed interim statement of movement in unit holders'
funds are stated from unaudited condensed interim financial information for the nine months ended 31 March 2017.

2.4 The disclosures made in this condensed interim financial information have, however, been limited based on the
requirements of the International Accounting Standard 34: 'Interim Financial Reporting'. This condensed interim
financial information is unaudited.

2.5 In compliance with schedule V of the NBFC Regulations the Directors of the Management Company, hereby declare
that this condensed interim financial statement give a true and fair view of the Fund.

2.6 This condensed interim financial information is presented in Pak Rupees which is the functional and presentation
currency of the Fund and rounded to the nearest thousand rupees, unless otherwise specified.

3. SIGNIFICANT ACCOUNTING AND RISK MANAGEMENT POLICIES,ESTIMATES, JUDGEMENTS AND
CHANGES THEREIN

The accounting policies, financial risk management objectives and policies, basis of accounting estimates applied
and methods of computation adopted in the preparation of the condensed interim financial statement are the same
as those applied in the preparation of the annual financial statements of the Fund for the year ended June 30, 2017,
except as described in notes 3.1:

3.1 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 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 in the form of additional units at zero cost 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 '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 equalization 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 unrealized 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 unit holders. 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 recognized 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(l) / 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
deleted as a result of the amendments made in the NBFC Regulations the aforementioned SRO issued by the
SECP.

Had the element of loss been recognized as per the previous accounting policy, the income of the Fund would have
been lower by Rs.47.334 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.
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4. TOTAL EXPENSE RATIO

Total expense ratio of the Fund is 2.67% as on March 31, 2018 (March 31, 2017: 1.69%) and this includes 0.36%
(March 31, 2017:0.18%) representing government Levy on the Fund such as Sales tax, Sindh Workers’ Welfare
Fund, SECP fee, etc.

(Un-Audited) (Audited)
March 31, June 30,
2018 2017
Note -------- (Rupees in '000) --------
5. TERM DEPOSIT MUSHARIKA (TDM)
Term Deposit Musharika 5.1 95,000 -
6. INVESTMENTS
Investment by category
'At fair value through profit or loss -
held-for-trading’
Listed equity securities 6.1 1,102,183 456,501
'Available-for-sale’
Listed equity securities 6.2 173,021 196,421
1,275,204 652,922
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL INFORMATION (UN-AUDITED)
FOR THE NINE MONTHS ENDED MARCH 31, 2018

(Un-Audited) (Audited)
March 31, June 30,
2018 2017
Note  ---—------- (Rupees in '000) ----------
7. ACCRUED AND OTHER LIABILITIES

Provision for Sindh Workers' Welfare Fund (SWWF) 71 9,186 7,622
Federal Excise Duty payable on management fee 7.2 5,910 5,910
Federal Excise Duty and related taxes payable on sales load 1,136 1,136
Sales load payable to MCB Bank Limited - a related party - 1
Charity / donation payable 662 626
Auditors' remuneration 468 470
Zakat payable 11 12
Withholding tax payable 122 546
Brokerage payable 1,045 1,600
Other payables 569 425
19,109 18,348

7.1 There is no change in the status of the SWWF as reported in the annual financial statements of the Fund for the
year ended June 30, 2017. Had the provision for SWWF not been recorded in the condensed interim financial
information of the Fund, the net asset value of the Fund as at March 31, 2018 would have been higher by Re. 0.21
per unit (June 30, 2017 Re 0.37 per unit).

7.2 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 the annual financial statements of the
Fund for the year ended June 30, 2017. 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, 2018 would have been higher
by Re.0.14 per unit (June 30, 2017: Re.0.29 per unit).

8. CONTINGENCIES AND COMMITMENTS
There were no contingencies and commitments as at March 31, 2018.
9. 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.

10. SELLING AND MARKETING EXPENSES

In connection with Regulation 60(3)(v) of the NBFC Regulations, SECP has issued Circular No. 40 of 2016 dated
December 30, 2016 (later amended vide Circular No. 05 of 2017 dated February 13, 2017) whereby it has prescribed
certain conditions on Asset Management Companies (AMCs) for charging selling and marketing expenses to
collective investment schemes (CISs). In accordance with the provisions contained in these circulars, selling and
marketing expenses will be allowed initially for a period of three years (from January 01, 2017 till December 31,
2019) to be charged to open end equity, asset allocation and index funds upto a maximum of 0.4% per annum of
net assets of the fund or actual expenses, whichever is less. Keeping in view the aforementioned provisions, the
Management Company charged selling and marketing charges to the Fund during the period.

11. 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.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL INFORMATION (UN-AUDITED)
FOR THE NINE MONTHS ENDED MARCH 31, 2018

--------- (Un-Audited) ---------
March 31, March 31,
2018 2017
-------- (Rupees in '000) --------
12. CASH AND CASH EQUIVALENTS

Balances with banks 1,791,696 213,228
Term Deposit Musharika (TDM) 95,000 -
1,886,696 213,228

13. TRANSACTIONS WITH CONNECTED PERSONS / OTHER RELATED PARTIES

Related parties / connected persons of the Fund include the Management Company, its parent and the related
subsidiaries of the parent, associated companies / undertakings of the Management Company, its parents and the
related subsidiaries, other funds managed by the Management Company, post employment benefit funds of the
Management Company, employment funds of the parent, subsidiaries and its associated undertakings. It also
includes the Central Depository Company of Pakistan Limited being the Trustee of the Fund, the directors and
officers of the Management Company and any person or Company beneficially owning directly or indirectly 10%
or more of the units in issue / net assets of the Fund.

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

The details of transactions carried out by the Fund with connected persons / related parties and balances with them
at the period end, other than those which have been disclosed elsewhere in this condensed interim financial
information, are as follows:

131 Unit Holders' Fund
March 31, 2018

As at As at As at Issued As at
July 01, lssued poioomed March31,  July01, for cash  Redeemed  March 31,
2017  forcash 2018 2017 2018
Units (Rupees in '000) --==-===x==nsurnen
Group / Associated Companies
D.G Khan Cement Company Limited - Employees'
Provident Fund Trust 111,065 - 111,065 - 8,109 - 7,552
Adamjee Life Assurance Company Limited - Investment
Multiplier Fund 2,070,914 - 2,070,914 - 151,205 - 143,331
Nishat Power Limited Employees Provident Fund Trust 2,919 - 2,919 - 213 - 199 -
Adamjee Life Assurance Company Limited - (MAZAAF) - 208,499 - 208,499 - 14,500 - 15,330
Key management personnel 16,831 37,938 35,765 19,004 1,229 2,664 2,521 1,397
Mandate under Discretionary Portfolio Services 1,186,526 223,516 156,356 1,253,686 86,632 16,040 11,166 92,176

March 31, 2017

As at lssued As at As at Issued As at
July 01, Redeemed March 31,  July 01, Redeemed March 31,
2016 forcash 2017 2016 forcash 2017
Units (Rupees in '000) -=s-smmssemmemmeens
Group / Associated Companies
D.G Khan Cement Company Limited - Employees'
Provident Fund Trust 99,935 - - 99,935 6,348 - - 8,045
Key Management Personnel 39,742 40,583 53,958 26,367 2,524 3,319 4,186 3,150
Mandate under Discretionary Portfolio Services 512,464 698,456 341,381 869,539 - 50,112 25,647 69,998
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL INFORMATION (UN-AUDITED)
FOR THE NINE MONTHS ENDED MARCH 31, 2018

-------- (Un-Audited) --------

Nine Months
March 31, March 31,
2018 2017

------ (Rupees in '000) ------
13.2 Transactions during the period:

MCB Arif Habib Savings and Investments
Limited - Management Company

Remuneration (including indirect taxes) 37,178 17,969
Expenses allocated by the Management

Company and related taxes 1,859 947
Selling and marketing expenses 6,580 121
Shariah advisory fee 675 675

Central Depository Company of

Pakistan Limited - Trustee
Remuneration including indirect taxes 2,707 1,736
Settlement charges 179 824

Group / Associated Companies:

MCB Bank Limited

Markup on deposit 1,944 -
Bank charges 27 13
Silk Bank Limited

Markup on bank deposit 2,597 -
Bank charges 2 -

Arif Habib Limited
Brokerage expense * 437 193

Next Capital Limited
Brokerage expense * 155 190

Pakgen Power Limited
Dividend income - 723

Lalpir Power Limited
Dividend income - 303

Nishat Mills Limited
Dividend income 1,803 1,580

Mughal Iron and Steel Limited
Dividend income 61 -

D.G. Khan Cement Company Limited
Dividend income 14 450

Fatima Fertilizer Company Limited
Dividend income - 81
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL INFORMATION (UN-AUDITED)
FOR THE NINE MONTHS ENDED MARCH 31, 2018

(Un-Audited) (Audited)
March 31, June 30,
2018 2017
---------- (Rupees in '000) ----------
13.3 Balances outstanding at period / year end:

MCB Arif Habib Savings and Investments
Limited - Management Company

Remuneration payable 5114 2,478
Sindh sales tax payable on management remuneration 665 322
Expense allocated by the Management Company 256 123
Selling and marketing expenses payable 2,695 1,593
Sale load payable 310 762
Sindh sales tax payable on sales load payable 40 90
Back-end load payable 4,503 -
Shariah advisory fee payable 75 75
Central Depository Company of Pakistan Limited - Trustee

Remuneration payable (including indirect taxes) 385 233
Security deposit 200 200

Group / Associated Companies:

MCB Bank Limited
Balance with bank 8,395 50,442
Sales load payable - 1

Silk Bank Limited
Balance with bank 258,796 -
Markup Receivable 809 -

Arif Habib Limited
Brokerage payable * 69 95

Next Capital Limited
Brokerage payable * 4 182

D.G. Khan Cement Company Limited
293,000 shares held (June 30, 2017: Nil shares) 47,791 -

Nishat Mills Limited
681,300 shares held (June 30, 2017: 103,900 shares) - 108,252 16,487

Fatima Fertilizer Company Limited
400,000 shares held (June 30, 2017: 300,000 shares) 13,136 10,107

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 INFORMATION (UN-AUDITED)
FOR THE NINE MONTHS ENDED MARCH 31, 2018

14. GENERAL
Corresponding figures have been rearranged and reclassified, wherever necessary, for the purpose of better
presentation and disclosure. No significant rearrangement or reclassification has been made in this condensed
interim financial information, except for the impacts of change in accounting policies as disclosed in note 3.1.
15. DATE OF AUTHORISATION FOR ISSUE

These condensed interim financial statements were authorised for issue on April 19, 2018 by the Board of Directors
of the Management Company.

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

Chief Executive Officer Chief Financial Officer Director
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