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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE HALF YEAR ENDED DECEMBER 31, 2018

Dear Investor,

On behalf of the Board of Directors, we are pleased to present MCB Cash Management Optimizer’s Half Yearly
Report for the period ended December 31, 2018.

MARKET & ECONOMIC REVIEW
Economy and Money Market Review

FY19 started off with a positive note as smooth completion of election process resulted in a sigh of relief for the
market participants. The new regime inherited many economic challenges particularly on the external front. To cope
with the underlying challenges, major policy actions (currency depreciation of 15% along with interest rate hike of
250 bps) were taken to address the imbalances. Furthermore, major success came through diplomatically engaging
with the friendly allies. As a result, Pakistan secured BOP support package from Saudi Arabia, UAE and China
amounting to USD 14 billion while Saudi Arabia & UAE committed foreign direct investment of USD 20-30 billion.

Average CPI for the first half of current fiscal year clocked in at 6.0%. Nevertheless, it is expected to jack up during
the second half, owing to a low base effect and lagged impact of currency adjustments. Furthermore, government
is yet to adjust electricity prices as the gap between base tariff and actual cost of generation has widened significantly.
We expect CPI to average 8.5% for the 2HFY 19 after accounting for electricity adjustments.

Current Account Deficit for the first six months clocked in at ~USD 8 billion which is an improvement of 4.4% from
same period last year. CAD was well supported by remittances growth of 10%. However, the improvement in the
external position was masked by the higher oil prices and payments for the previous periods reflected in current
accounts. The non-oil imports have shown encouraging trend, declining by ~5% over the previous year. Reflecting
the elevated oil prices and limited financial flows, reserves declined by ~USD 2.7 bn during the period leading to
rupee depreciation of ~13.7%.

The focus of government to stabilize aggregate demand has taken its toll on large scale manufacturing which posted
a decline of 0.9% YoY in the first five months of FY19.EThe decline has been led by reduction in production of oil
products followed by slow down in autos, pharmaceuticals, consumer products. LSM growth is reflecting the overall
slowdown in economy as envisaged by the steps taken by authorities to control the external imbalances.

The yield curve showed an upward trajectory during the half year as market players continued to expect further
monetary tightening. During the first 6 months, State Bank of Pakistan increased the policy rate by 350 bps in line
with the expectations of most of the market. Most of PIB auctions during the period under review were rejected by
State Bank of Pakistan due to thin volume and participation at higher levels. The 3 year, 5 year and 10 year PIB
were accepted in the PIB auction held in December’ 18 at 12.25%, 12.70% and 13.15% respectively. Two Floater
rate PIB auction were conducted during 1HFY19. The first was accepted at a benchmark rate +70 bps. The second
was rejected due to higher level of participation. Concerns over external front kept market participants at bay from
longer tenor Treasury instruments with persistence towards accumulation in papers having maturity below or equal
to 3 months.

Liquidity remained comfortable throughout the period owing to regular OMOs conducted by SBP. During the second
quarter, 117.7 billion worth of floater rate GOP ljara Sukuk matured. No fresh GOP ljara Sukuk were issued whereas
SBP conducted auction of Bai Muajjal in which 72.55 billion was accepted out of total participation of 76.55.

FUND PERFORMANCE

During the period under review, the fund generated an annualized return of 7.36% close to its benchmark return
of 7.43%. As at December 31, 2018, WAM stood at 8 days in line with our view on interest rates going forward. The
fund increased its exposure in term deposits with banks to 13.5% in the period while exposure in cash stood at

73.6%.

The Net Assets of the Fund as at December 31, 2018 stood at Rs. 13,952 million as compared to Rs. 11,993 million
as at June 30, 2018 registering an increase of 16.33%.
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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE HALF YEAR ENDED DECEMBER 31, 2018

The Net Asset Value (NAV) per unit as at December 31, 2018 was Rs.100.7500 as compared to opening NAV of
Rs. 105.9707 per unit as at June 30, 2018 registering a decrease of Rs. 5.2207 per unit.

MARKET & ECONOMY - FUTURE OUTLOOK

The government has managed to arrange adequate financial flows for the next half year supported by deferred
payment facilities, loans and deposits from friendly nations. However, the external account balance needs to improve
further to reach sustainable levels for future funding of deficits. The exports are expected to show an improved trend
supported by lagged impacts of currency depreciation, tax refunds to exporters, better energy supplies and energy
price parity with regional peers. Imports are expected to slow down in second half of the year as effects of the one-
off adjustments and oil prices neutralize along with impact of currency depreciation becomes further visible. Current
account deficit for FY19 is expected to be ~USD 13 bn with CAD for next half year to slow down to ~USD 5 bn
compared with first half of ~USD 8 bn. Subsequently, we expect normalize PKR/USD adjustment of around 5% in
next half given the REER is close to its fundamental value.

The government has announced to approach the IMF for an economic program for balance of payments support.
IMF program would lead to better policy management relative to dealing with the structural issues in the economy
along with responsible fiscal management. Besides, entrance into IMF program would allow Pakistan to secure
financial flows from other multilateral agencies which would allow better external account management.

Inflationary pressures are expected to become more visible in second half of the year as lagged impacts of currency
depreciation, gas price increase and electricity price adjustments are incorporated. However, most of the monetary
tightening has been done to reflect the upcoming inflationary pressures and room for further tightening would remain
in the range of 50 bps.

For the remaining year, the economic growth is expected to remain on a slower trajectory as currency adjustments
and tighter monetary policy will rein on the consumption patterns. However, increased power supply along with the
documentation of economy will provide a respite to the economic managers during this critical juncture. We share
the optimism on better governance & long term prospects for economic revival amid more focused and sincere
efforts to address chronic issues on economic front by the new government; however, the path is likely to be tough
and with a number of potentially un-popular policy steps.

We believe equity markets preempted the economic conditions and as such it is important to consider whether all
the economic developments are priced in or not. Therefore, overall valuations and fundamentals of universe
companies do play an important role. The overall strategy should tilt towards defensive sectors (E&Ps, Power,
Fertilizers) while sector which will benefit from changing dynamics on macro front such as rising interest rates
(Commercial Banks) should be overweight. In addition to that, government’s strong focus on reviving exports should
provide a boost to the outlook of export oriented sectors such as Textiles & IT. Despite being negative on cyclical
sectors, we believe there will be distressed assets and quality companies which should be looked into as they have
a tendency to provide abnormal returns.

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 Saqib Saleem :
Chief Executive Officer Nasim Beg
February 18, 2019 Vice Chairman / Director
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TRUSTEE REPORT TO THE UNIT HOLDERS

CENTRAL DEPOSITORY COMPANY
OF PAKISTAN LIMITED

Head Office

CDC House, 99-B, Block ‘B’
§.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

TRUSTEE REPORT TO THE UNIT HOLDERS
MCB CASH MANAGEMENT OPTIMIZER

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 Cash
Management Optimizer (the Fund) are of the opinion that MCB-Arif Habib Savings and
Investments Limited being the Management Company of the Fund has in all material
respects managed the Fund during the six months period ended December 31, 2018 in
accordance with the provisions of the following:

(i) 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.

)

Badiuddin Akber
Chief Executive Officer
Central Depository Company of Pakistan Limited

Karachi: February 20, 2019
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Auditor’s Report to the Unit Holders on Review of Condensed Interim Financial Statements

-

pwc AFFERGUSON&CO.

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

Introduction

We have reviewed the accompanying condensed interim statement of assets and liabilities of
MCB Cash Management Optimizer (the Fund) as at December 31, 2018 and the related condensed
interim income statement, condensed interim statement of comprehensive income, condensed interim
statement of movement in unit holders’ fund and condensed interim cash flow statement together with
the notes forming part thereof (here-in-after referred to as the ‘condensed interim financial statements’),
for the six months period ended December 31, 2018. The Management Company (MCB-Arif Habib
Savings and Investments Limited) is responsible for the preparation and presentation of these condensed
interim financial statements in accordance with accounting and reporting standards as applicable in
Pakistan for interim financial reporting. Our responsibility is to express a conclusion on these condensed
interim financial statements based on our review. The figures included in the condensed interim income
statement and condensed interim statement of comprehensive income for the quarters ended December
31, 2018 and December 31, 2017 have not been reviewed, as we are required to review only the cumulative
figures for the six months period ended December 31, 2018.

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 condensed interim financial statements 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
condensed interim financial statements are not prepared, in all material respects, in accordance with
accounting and reporting standards as applicable in Pakistan for interim financial reporting.

Other matters

The condensed interim financial statements of the Fund for the half year ended December 31, 2017 were
reviewed and the financial statements of the Fund for the year ended June 30, 2018 were audited by
another firm of Chartered Accountants who had expressed an unmodified conclusion and opinion
thereon vide their reports dated February 26, 2018 and September 14, 2018 respectively.

lsa " ?( Co
Chartered Accou ts
Engagement Partner: Noman Abbas Sheikh

Dated: February 22, 2019
Karachi

A. F. FERGUSON & CO., Chartered Accountants, a member firm of the PwC network
State Life Building No. 1-C, II. Chundrigar Road, P.O. Box 4716, Karachi-74000, Pakistan
Tel: +92 (21) 32426682-6/32426711-5; Fax: +92 (21) 32415007/32427938/32424740; <www.pwc.com/pk>

= KARACHI « LAHORE = ISLAMABAD

136 MCB CASH MANAGEMENT OPTIMIZER




CONDENSED INTERIM STATEMENT OF ASSETS AND LIABILITIES
AS AT DECEMBER 31, 2018

December 31, June 30,
2018 2018
(Unaudited) (Audited)
Note  -------- (Rupees in '000) --------
ASSETS
Balances with banks 4 10,363,658 12,057,809
Investments 5 3,570,587 -
Advances, deposits, prepayments and profit receivable 139,944 55,391
Total assets 14,074,189 12,113,200
LIABILITIES
Payable to the Management Company 6 13,525 10,254
Payable to Central Depository Company of Pakistan Limited - Trustee 1,245 1,011
Payable to Securities and Exchange Commission of Pakistan 5,552 9,576
Accrued expenses and other liabilities 7 102,098 99,703
Total liabilities 122,420 120,544
NET ASSETS 13,951,769 11,992,656
Unit holders’ fund (as per statement attached) 13,951,769 11,992,656
Contingencies and Commitments 8
(Number of units)
NUMBER OF UNITS IN ISSUE 138,479,132 113,169,596
(Rupees)
NET ASSETS VALUE PER UNIT 100.7500 105.9707

The annexed notes from 1 to 17 form an integral part of these condensed interim financial statements.

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

gt 5 7

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, 2018

Six months period ended Quarter ended
December 31, December 31, December 31, December 31,
2018 2017 2018 2017
Note (Rupees in '000) (Rupees in '000)
INCOME
Capital (loss) / gain on sale of investments - net (13,371) 728 (14,025) 212
Profit on term deposits 26,796 32,636 21,518 18,763
Profit on bank deposits 335,021 311,492 182,107 157,330
Income from government securities 254,581 - 173,197 14,099
Income from commercial papers 19,942 1,356 14,677 397
Income on letter of placement 6,993 6,993 -
629,963 346,212 384,467 190,801
Net unrealised appreciation on re-measurement of
investments classified as 'financial assets at
fair value throught profit or loss' - 18,163 - -
Total income 629,963 364,375 384,467 190,801
EXPENSES
Remuneration of Management Company 6.1 49,878 36,437 29,524 19,080
Sindh Sales tax and Federal Excise Duty on Management fee 6,484 4,737 3,838 2,481
Remuneration of Central Depository Company of Pakistan
Limited - Trustee 5,576 4,573 3,126 2,362
Sindh Sales tax on remuneration of Central Depository Company
of Pakistan Limited- Trustee 725 595 407 308
Annual fee of Securities and Exchange Commission of Pakistan 5,552 4,299 3,199 2,244
Allocated expenses and related taxes 9 7,160 6,477 3,614 3,380
Legal and professional 90 89 45 35
Brokerage expenses 235 80 178 23
Auditor's remuneration 452 550 226 251
Other expenses 431 306 210 110
Total operating expenses 76,583 58,143 44,367 30,274
Net income from operating activities 553,379 306,232 340,099 160,527
Provision for Sindh Workers' Welfare Fund (SWWF) 71 11,067 6,125 6,801 3,211
Net income for the period before taxation 542,313 300,107 333,299 157,316
Taxation 10 - - - -
Net income for the period after taxation 542,313 300,107 333,299 157,316
Allocation of net income for the period:
Net income for the period 542,313 300,107 333,299 157,316
Income already paid on units redeemed (30,487) (88,039) (21,951) (72,378)
511,826 212,068 311,348 84,938
Accounting income available for distribution
- Relating to capital gains - - (455.00) -
- Excluding capital gains 511,826 212,068 311,803 84,938
511,826 212,068 311,348 84,938

Earnings per unit 11
The annexed notes from 1 to 17 form an integral part of these condensed interim financial statements.

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

Ll 5 7

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

Six months period ended Quarter ended
December December December December

31, 2018 31,2017 31, 2018 31, 2017

(Rupees in '000) (Rupees in '000)
Net income for the period after taxation 542,313 300,107 333,299 157,316
Other comprehensive income for the period - - - -
Total comprehensive income for the period 542,313 300,107 333,299 157,316

The annexed notes from 1 to 17 form an integral part of these condensed interim financial statements.

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

Y > il

Chief Financial Officer Director

Chief Executive Officer
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CONDENSED INTERIM STATEMENT OF MOVEMENT IN UNIT HOLDERS' FUND (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2018

Note

Net assets at beginning of the period

Issue of 209,657,818 units - including
additional units (2017: 85,371,961 units)
- Capital value (at net asset value per unit
at the beginning of the period)
- Element of income

Redemption of 184,348,282 units (2017: 78,679,835 units)
- Capital value (at net asset value per unit
at the beqinning of the period)
- Element of income

Total comprehensive income for the period
Final Distribution for the vear ended June 30, 2018
(including additional units) at the rate of
Rs. 5.4255 per unit (Declared on July 04, 2018)
Interim distribution during the period (including additional units) 15

Net assets at end of the period

Undistributed income brought forward comprising of:
- Realised
- Unrealised (loss) / gain

Accounting income available for distribution
- Relating to capital gains
- Excluding capital gains

Cash distribution during the period
Undistributed income carried forward

Undistributed income carried forward
- Realised
- Unrealised

Net assets value per unit at beginning of the period

Net assets value per unit at end of the period

Six months period ended
December 31, 2018

Six months period ended
December 31, 2017

(Rupees in '000)

The annexed notes from 1 to 17 form an integral part of these condensed interim financial statements.

Yhorso

Unrealised
Capital Undllstrlbute Total Capital Untflstnbute appreciation Total
Value dincome Value dincome (diminlution)
on FVTOCI
11,617,232 375424 11,992,656 10,040,074 44,614 8317 10,093,005
21,080,087 21,080,087 8,582,802 - - 8,582,802
32109 32,109 101,010 - - 101,010
21,112,196 21,112,196 8,683,812 - - 8,683,812
(18,535,335) - (18,535,335) (7.909,684) - - (7,909,684)
(4,.849) (30.487) (35.336) (25708) (88.039) - (113,747
(18,540,184) (30,487) (18,570,671) (7,935,392) (88,039) - (8,023,431)
542,313 542,313 - 300,107 - 300,107
(283,195) (330,807) (614,002) - - -
(25.788) (484.935) (510.723) - - - -
(308,983) (273,429) (582,412) - 300,107 - 300,107
50,960,629 71508 13951769 10,788.494 256,682 8317  11.053493
375,424 44,614
375,424 44,614
- 514
511,826 211,554
511,826 212,068
815,742 -
71508 256,682
71,508 238,519
- 18,163
71,508 256,682
(Rupees) (Rupees)
105.9707 100.5342
100.7500 103.2209
For MCB-Arif Habib Savings and Investments Limited
(Management Company)
@@ j—
/ :
Chief Financial Officer Director

Chief Executive Officer
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CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2018

Six months period ended

December 31, December 31,
2018 2017
(Rupees in '000)
CASH FLOWS FROM OPERATING ACTIVITIES

Net income for the period before taxation 542,313 300,107

(Increase) / Decrease in assets

Investments (3,570,587) (251,356)
Prepayments and profit receivable (84,553) (29,068)
(3,655,140) (280,424)

(Decrease) / Increase in liabilities
Payable to Management Company 3,271 2,830
Payable to Central Depository Company of Pakistan Limited - Trustee 234 274
Payable to Securities and Exchange Commission of Pakistan (4,024) (988)
Accrued expenses and other liabilities 2,395 (27,042)
1,876 (24,926)
Net cash used in operating activities (3,110,951) (5,243)

CASH FLOWS FROM FINANCING ACTIVITIES

Receipt from issuance and conversion of units (excluding additional units) 20,803,213 8,683,812
Payment against redemption and conversion of units (18,570,671) (8,023,431)
Distributions made during the period (815,742) -
Net cash generated from financing activities 1,416,800 660,381
Net (decrease) / increase in cash and cash equivalents (1,694,151) 655,138
Cash and cash equivalents at beginning of the period 12,057,809 9,307,714
Cash and cash equivalents at end of the period 10,363,658 9,962,852

The annexed notes from 1 to 17 form an integral part of these condensed interim financial statements.

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

Ll 5 7

Chief Executive Officer Chief Financial Officer Director
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)

FOR THE HALF YEAR ENDED DECEMBER 31, 2018

11

1.2

1.3

14

1.5

1.6

21

LEGAL STATUS AND NATURE OF BUSINESS

MCB Cash Management Optimizer (the Fund) was established through a Trust Deed executed between Arif Habib
Investments Limited (now MCB-Arif Habib Savings and Investments Limited), as Management Company and the
Central Depository Company of Pakistan Limited (CDC) as Trustee. The Trust Deed was executed on July 10, 2009
and was approved by the Securities and Exchange Commission of Pakistan (SECP) on July 30, 2009 in accordance
with the Asset Management Companies Rules, 1995 (AMC Rules) repealed by Non-Banking Finance Companies
(Establishment and Regulation) Rules, 2003 (NBFC Rules).

The Management Company of the Fund has been licensed to act as an Asset Management Company under the
Non Banking Finance Companies (Establishment and Regulations) Rules 2003 through a certificate of registration
issued by the SECP. The registered office of the Management Company is situated at 24th Floor, Centre Point, Off
Shaheed-e-Millat Expressway, Near KPT Interchange, Karachi, Pakistan.

The Fund is an open-end mutual fund and has been categorised as 'Money Market Scheme' by the Board of Directors
of the Management Company and offers units for public subscription on a continuous basis. The units are transferable
and can also be redeemed by surrendering to the Fund. Unit holders are divided into plan 'A' and plan 'B'. The unit
holders under plan "A" are entitled for bonus units as well as cash dividend, whereas unit holders under plan "B"
are entitled for cash dividend. The units are listed on Pakistan Stock Exchange (PSX). 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 primarily invests in a mix of short term corporate debt and government securities, repurchase agreements,
term deposit and money market placements with scheduled banks.

The Pakistan Credit Rating Agency (PACRA) Limited has assigned an asset manager rating of AM2++ (AM two plus
plus) dated 28 December 2018 to the Management Company and has assigned stability rating of "AA (f)" (Double
A; fund rating) dated 28 December 2018 to the Fund.

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

BASIS OF PREPARATION
STATEMENT OF COMPLIANCE

These condensed interim financial statements have been prepared in accordance with the accounting and reporting
standards as applicable in Pakistan. The accounting and reporting standards applicable in Pakistan comprise of:

- International Accounting Standard (IAS) 34, Interim Financial Reporting, issued by the International Accounting
Standards Board (IASB) as notified under the Companies Act, 2017 (the Act);

- 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), the Non-
Banking Finance Companies and Notified Entities Regulations, 2008 (The NBFC Regulations) and requirement
of the Trust Deed.

Where provisions of and 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
International Accounting Standard (IAS) 34, Interim Financial Reporting, the provisions of and directives issued
under the Companies Act, 2017, Part VIIIA of the repealed Companies Ordinance, 1984, the NBFC Rules, the
NBFC Regulations and the requirements of the Trust Deed have been followed.

The disclosures made in these condensed interim financial statements have, however, been limited based on the
requirements of the International Accounting Standard 34: 'Interim Financial Reporting'. These condensed interim
financial statements do not include all the information and disclosures required in a full set of financial statements
and should be read in conjunction with the annual published audited financial statements of the Fund for the year
ended June 30, 2018.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2018

These condensed interim financial statements are unaudited. However, a limited scope review has been performed
by the statutory auditors. In compliance with Schedule V of the NBFC Regulations, the directors of the Management
Company declare that these condensed interim financial statements give a true and fair view of the state of affairs
of the Fund as at December 31, 2018.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, ACCOUNTING ESTIMATES, JUDGMENTS AND RISK
MANAGEMENT POLICIES

3.1 The accounting policies adopted and the methods of computation of balances used 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, 2018 except for the change in accounting policy as explained
in note 3.2.

3.2 The preparation of the condensed interim financial statements in conformity with accounting and reporting standards
as applicable in Pakistan requires management to make estimates, assumptions and use judgments that affect the
application of accounting policies and reported amounts of assets, liabilities, income and expenses. Estimates,
assumptions and judgments are continually evaluated and are based on historical experience and other factors,
including reasonable expectations of future events. Revisions to accounting estimates are recognised prospectively
commencing from the period of revision. In preparing the condensed interim financial statements, the significant
judgments made by management in applying the Fund’s accounting policies and the key sources of estimation and
uncertainty were the same as those applied to the financial statements as at and for the year ended June 30, 2018.
The Fund’s financial risk management objectives and policies are consistent with those disclosed in the financial
statements as at and for the year ended June 30, 2018.

3.3 Standards and amendments to publish approved accounting standards that are effective in the current
period

"Effective from July 01, 2018, the Fund has adopted IFRS 9: "Financial Instruments" which has replaced IAS 39:
"Financial Instruments: Recognition and Measurement". The standard addresses recognition, classification,
measurement and derecognition of financial assets and financial liabilities. The standard has also introduced a new
impairment model for financial assets which requires recognition of impairment charge based on 'expected credit
losses' (ECL) approach rather than 'incurred credit losses' approach, as previously given under IAS 39. However,
the SECP vide its letter dated November 21, 2017, has deferred the applicability of requirements relating to impairment
for debt securities on mutual funds till further instructions. Currently, the Asset Management Companies are required
to continue to follow the requirements of Circular 33 of 2012 for impairment of debt securities. Furthermore, the
ECL has an impact on all other assets of the Fund which are exposed to credit risk. However, majority of the assets
of the Fund other than debt securities (for which there is a separate criteria as mentioned above) that are exposed
to credit risk pertain to counter parties which have high credit rating. Therefore, the management believes that the
impact of ECL would be very minimal and hence, the same has not been accounted for in these condensed interim
financial statements.

IFRS 9 has provided a criteria for debt securities whereby debt securities are either classified as (a) amortised cost
or (b) at fair value through other comprehensive income "(FVOCI)" or (c) at fair value through profit or loss (FVPL)
based on the business model of the entity. The Fund is primarily focused on fair value information and uses that
information to assess the assets’ performance and to make decisions. Furthermore, the collection of contractual
cash flows for debt securities is only incidental to achieving the Fund’s business model’s objective.

IFRS 9 requires securities managed as a portfolio or group of assets and whose performance is measured on a
fair value basis to be recognized as FVPL. The management considers its investment being managed as a group
of assets and hence has classified them as FVPL. Accordingly, the Fund’s investment portfolio which was previously
classified as 'loans and receivables' or ‘available for sale' will now be classified as 'fair value through profit or loss'
and other financial assets which are held for collection continue to be measured at amortised cost.

The adoption of IFRS-9 did not have any impact on classification and measurement of financial assets and financial
liabilities on the date of its adoption.

There are no other standards, amendments to standards or interpretations that are effective for annual periods
beginning on July 1, 2018 that have a material effect on the financial statements of the Fund.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2018

3.5 Standards, interpretations and amendments to published accounting and reporting standards that are not
yet effective

There are certain new standards and amendments, to the accounting and reporting standards that are mandatory
for the Fund's annual accounting periods beginning on or after January 1, 2019. However, these do not have any
significant impact on the Fund's operations, and therefore have not been detailed in these condensed interim
financial statements.

December June 30,
31,2018 2018
(Unaudited) (Audited)
4 BALANCES WITH BANKS Note - (Rupees in '000)---------
In current accounts 1,159 9,332
In saving accounts 41 10,362,499 12,048,477

10,363,658 12,057,809

4.1 This includes balances of Rs.1.64 million (June 30, 2018: Rs.0.718 million) maintained with MCB Bank Limited (a
related party) that carry profit at 8.00% per annum (June 30, 2018: 3.75%). Other profit and loss saving accounts
of the Fund carry profit rates ranging from 4.5% to 10.8% per annum (June 30, 2018: 3.75% to 6.9% per annum).

December June 30,
31,2018 2018
(Un-audited) (Audited)
5 INVESTMENTS Note  -----—--- (Rupees in '000)---------
5.1 Investments at fair value through profit or loss’
Term deposit receipts 5.1.1 1,900,000 -
Commercial papers 5.1.2 670,587 -
Market Treasury Bills 5.1.3 - -
Letter of placements 51.4 1,000,000 -
3,570,587 -

144 MCB CASH MANAGEMENT OPTIMIZER




NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2018
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2018
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2018
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2018

Note December 31, June 30,

2018 2018
(Unaudited) (Audited)
6 PAYABLE TO THE MANAGEMENT COMPANY (Rupees in '000)
Remuneration payable 6.1 11,571 8,027
Sindh sales tax on management fee 1,505 1,044
Allocated expense payable 450 1,183
13,525 10,254

6.1 The Management Company has charged remuneration at a rate of 7.5% of daily gross income subject to a minimum
of 0.25% of average annual net assets and maximum of 1% of average annual net assets of the Fund. The
remuneration is paid to the Management Company on a monthly basis in arrears.

Note December 31, June 30,

2018 2018
(Unaudited) (Audited)
7 ACCRUED EXPENSES AND OTHER LIABILITIES (Rupees in '000)

Provision for Sindh Workers' Welfare Fund 71 29,775 18,708
Provision for Federal Excise Duty and related taxes on: 7.2
-Management fee 54,267 54,267
-Sales load 19 19
Brokerage payable 83 47
Withholding Tax Payable 5,380 22,253
Auditor's remuneration 1,046 594
Printing and related expenditure 30 40
Others 11,498 3,775

102,098 99,703

71 Provision for Sindh Workers' Welfare Fund

As a consequence of the 18th amendment to the Constitution of Pakistan, in May 2015 the Sindh Workers’ Welfare Fund
Act (SWWEF Act), 2014 had been passed by the Government of Sindh as a result of which every industrial establishment
located in the Province of Sindh, the total income of which in any accounting year is not less than Rs.0.5 million, is required
to pay Sindh Workers’ Welfare Fund (SWWF) in respect of that year a sum equal to two percent of such income. The
matter was taken up by MUFAP with the Sindh Revenue Board (SRB) collectively on behalf of various asset management
companies (including the Management Company of the Fund) whereby it was contested that mutual funds should be
excluded from the ambit of the SWWF Act as these were not industrial establishments but were pass through investment
vehicles and did not employ workers. The SRB held that mutual funds were included in the definition of financial institutions
as per the Financial Institution (Recovery of Finances) Ordinance, 2001 and were, hence, required to register and pay
SWWEF under the SWWF Act. Thereafter, MUFAP has taken up the matter with the Sindh Finance Ministry to have CISs
/ mutual funds excluded from the applicability of SWWF which is currently pending. However, as a matter of abundant
caution, MUFAP has recommended to all its members to record a provision for SWWF from the date of enactment of
SWWEF Act, 2014 (i.e. starting from May 21, 2015). In the repealed Companies Ordinance, 1984 as well as Companies
Act, 2017, mutual funds have not been included in the definition of "financial institution". The MUFAP has held the view
that SWWEF is applicable on asset management companies and not on mutual funds.

The provision for SWWF is now being made on a daily basis. Had the provision for SWWF not been recorded in these

condensed interim financial statements of the Fund, the net assets value of the Fund as at December 31, 2018 would
have been higher by Re.0.2150 ( June 30, 2018: Re.0.1653) per unit.
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7.2

10

1"

12

Federal Excise Duty and related tax payable

The Finance Act, 2013 enlarged the scope of Federal Excise Duty (FED) on financial services to include Asset Management
Companies (AMCs) as a result of which FED at the rate of 16 percent on the remuneration of the Management Company
and sales load was applicable with effect from June 13, 2013. The Management Company was of the view that since the
remuneration was already subject to provincial sales tax, further levy of FED would result in double taxation which did
not appear to be the spirit of the law. Hence, on September 4, 2013 a constitutional petition was filed with the Sindh High
Court (SHC) by the Management Company together with various other asset management companies challenging the
levy of FED.

During the year ended June 30, 2017, the SHC passed an order whereby all notices, proceedings taken or pending, orders
made, duty recovered or actions taken under the Federal Excise Act, 2005 in respect of the rendering or providing of
services (to the extent as challenged in any relevant petition) were set aside. In response to this, the Deputy Commissioner
Inland Revenue has filed a Civil Petition for leave to appeal in the Supreme Court of Pakistan which is pending adjudication.

In view of the above, the Fund has discontinued making further provision in respect of FED on remuneration of the
Management Company with effect from July 01, 2016. However, as a matter of abundant caution the provision for FED
made for the period from June 13, 2013 till June 30, 2016 amounting to Rs. 54.267 million is being retained in these
condensed interim financial statements of the Fund as the matter is pending before the Supreme Court of Pakistan. Had
the provision for FED not been made, the Net Asset Value of the Fund as at December 31, 2018 would have been higher
by Re 0.3918 (June 30, 2018: Re 0.4795) per unit.

CONTINGENCIES AND COMMITMENTS
There were no contingencies and commitments as at December 31, 2018 and June 30, 2018.
ALLOCATED EXPENSES

As per regulation 60 of the NBFC Regulations, the Management Company may charge fees and expenses such as registrar
services, accounting, operations and valuations services, related to a Collective Investment Scheme (CIS) upto a maximum
of 0.1% of the average annual net assets of the Scheme. Accordingly, such expenses have been charged at the rate of
0.1% of the average annual net assets of the Scheme being lower than actual expenses incurred.

TAXATION

The Fund's income is exempt from Income Tax as per Clause 99 of Part | 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 amongst the unit holders. Furthermore, the Fund is required to
distribute atleast 90% of the net accounting income other than capital gains to the unit holders, as per Regulation 63 of
the Non-Banking Finance Companies and Notified Entities Regulations, 2008. The management intends to distribute at
least 90% of income to be earned during current year to the unit holders, therefore, no provision for taxation has been
recorded in these condensed interim financial statements.

The Fund is also exempt from the provisions of section 113 (minimum tax) under clause 11A of Part IV of the Second
Schedule to the Income Tax Ordinance, 2001.

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.

TRANSACTIONS WITH CONNECTED PERSONS / RELATED PARTIES

Related parties / connected persons of the Fund include the Management Company, other collective investment schemes
managed by the Management Company, MCB Bank Limited being the holding company of the Management Company,
the Trustee, directors and key management personnel, other associated undertakings and unit holders holding more than
10% units of the Fund.

Remuneration payable to the Management Company and the Trustee is determined in accordance with the provision of
the NBFC Regulations 2008 and Constitutive documents of the Fund.

The transactions with connected persons / related parties are in the normal course of business and are carried out on
agreed terms at contracted rates.
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12.1 Details of transactions with the connected persons / related parties during the period are as follows:

Six months period ended
December 31,
2018 2017
(Unaudited)
-------- (Rupees in '000) --------

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

(including indirect taxes) 56,362 41,174
Allocated expenses (including indirect taxes) 7,160 6,477

Central Depository Company of Pakistan Limited - Trustee

Remuneration of the Trustee (including indirect taxes) 6,301 5,168

MCB Bank Limited

Profit on bank deposits 543 85
Bank Charges 38 1
Sale of securities - Face Value Rs. 8,250,000,000 (2017: Rs. 500,000,000) 8,193,772 493,213

Silk Bank Limited

Buy of securities - Face Value Rs. 1,600,000,000 (2017: Nil) 1,575,460 -
Sale of securities - Face Value Rs. 12,344,200,000 (2017: Rs. 1,923,000,000) 12,156,780 1,893,016
Arif Habib Limited - Brokerage House

Brokerage expense* - 8

Next Capital Limited - Brokerage House

Brokerage expense* - 19
(Unaudited) (Audited)
12.2 Balance outstanding as at the period / year end are as follows: December 31, June 30,
2018 2018

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

Management fee payable 11,571 8,027
Sindh sales tax payable on management fee 1,505 1,044
Allocated expenses payable 450 1,183

Central Depository Company of Pakistan Limited - Trustee
Remuneration payable 1,102 895
Sindh sales tax payable on trustee fee 143 116

MCB Bank Limited
Bank deposits** 1,643 10,050
Profit receivable on bank deposits 344 328

Arif Habib Limited - Brokerage House
Brokerage payable* - 7

Next Capital Limited - Brokerage House
Brokerage payable* - 4
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* The amount disclosed represents the amount of brokerage paid to connected persons and not the purchase or sale value of
securities transacted through them. The purchase or sale value has not been treated as transactions with connected persons as
the ultimate counter parties are not connected persons.

** This includes Rs 0.484 million (June 30, 2018: Rs 3.398 million) in saving accounts carrying profit at the rate of 8% (June 30, 2018:
3.75%) per annum.

12.3 Transactions during the period with connected persons / related parties in units of the Fund:

For half year ended December 31, 2018 (Unaudited
Asat Issued Asat AsatJuly | Issued Asat
July 01, for cash Bonus | Redeemed | December 01.2018 | for cash Bonus | Redeemed | December
2018 31,2018 ’ 31,2018
Units (Rupees in '000) ==smsemsmsmmemsmsmmrmsmsmanmsmans
Associated Companies
MCB - Arif Habib Savings and Investments

Limited - Management Company 4,005,352 11,504,507 13,377,362 2,132,498 424,450 1,143,427 1,347,528 214,849
Adamjee Insuance Company Limited 2,550,579 217,182 - 2,767,761 270,287 8,092 - 278,852
Nishat Mills Limited Employees

Provident Fund Trust 133,739 6,652,431 5,044,345 1,741,825 14172 668,336 507,764 175,489
Adamijee Insurance Co Limited

Employees Provident Fund 432,553 585,925 1,018,478 - 45,838 56,588 102,502 -
MCB Financial Sevices Limited 574,808 125,056 - 699,864 60,913 12,375 70,511
D.G. Khan Cement Company Ltd 2 - - 2 - - - -
Security General Insurance Company Ltd 999,135 999,135 100,458 100,638
Adamijee Insurance Co.Ltd.

Employees Gratuity Fund 281,498 281,498 28,305 28,341
Security General Insurance Co. Ltd.

Employees Provident Fund Trust 40,384 3,667 44,051 4,280 356 4,438
Key management personnel 8,771 119,643 116,221 12,193 929 11,995 11,695 1,228
Mandate Under Discretionary

Portfolio Services 6,913,243 21,009,621 11,659,493 16,263,371 732,601 2,093,255 1,174,390 1,638,534
Unit holders holding 10% or more units 34,561,415 34,561,415 3,474,984 3,482,062

For half year ended December 31, 2017 (Unaudited
Asat Issued Asat AsatJuly | Issued Asat
July 01, for cash Bonus | Redeemed | December 01.2017 | for cash Bonus | Redeemed | December
2017 31,2017 ' 31,2017
Units (Rupees in '000) =s=-ssssssemmsemmseumsemmssnmsses
Associated Companies
MCB - Arif Habib Savings and Investments

Limited - Management Company 3,821,037 2,456,807 3,482,384 2,795,460 384,145 250,000 355,500 288,420
Adamjee Insuance Company Limited 10,916,806 - 8,366,227 2,550,579 1,097,332 - 850,000 263,154
Nishat Mills Limited Employees

Provident Fund Trust 4,820,875 2,534,969 6,456,238 899,606 484,583 257,000 653,804 92,816
Nishat Power Limited Employees

Provident Fund Trust 88,436 11,825 8,014 92,247 8,889 1,216 826 9,518
Adamijee Life Assurance Co. Ltd.-Nuil Fund - 96,938 - 96,938 - 10,000 10,002
Adamijee Insurance Co.Ltd.

Employees Gratuity Fund 135,991 106,539 181,760 60,770 13,669 10,902 18,525 6,270
Adamijee Insurance Co.Ltd

Employees Provident Fund 279,638 636,707 364,664 551,681 28,109 65,523 37,167 56,919
D.G. Khan Cement Company Ltd - 2 2 - 0 0
Key management personnel 167,824 70,930 94,043 144,711 16,869 7,254 9,642 7221
Mandate Under Discretionary

Portfolio Services 12,460,494 9,603,187 9,662,174 12,401,507 1,252,500 978,600 984,194 1,359,473
Unit holders holding 10% or more units 13,135,679 9,824 13,145,503 1,320,585 1,000 1,356,889
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14

141

TOTAL EXPENSE RATIO

The total expense ratio of the Fund from July 1, 2018 to December 31, 2018 is 0.594%. The total expense ratio includes
0.16% representing government levy and SECP fee. This ratio is within the maximum limit of 2% prescribed under the
NBFC Regulations for a collective investment scheme categorised as a money market scheme.

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.

Underlying the definition of fair value is the presumption that the Fund is a going concern without any intention or requirement
to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

Financial assets which are tradeable in an open market are revalued at 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 to be significantly
different from the respective book values.

FAIR VALUE HIERARCHY

International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Fund to classify assets using a fair
value hierarchy that reflects the significance of the inputs used in making the measurements. The fair value hierarchy has
the following levels:

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: 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: inputs for the assets or liability that are not based on observable market data (that is, unobservable inputs).

December 31, 2018

(Unaudited)

Level 1 Level 2 Level 3 Total
---------------------- (Rupees in '000") -----=--=----

Investment classified at fair value through profit or loss

Term deposit receipt * - - 1,900,000 1,900,000
Commercial papers ** - - 670,587 670,587
Letter of placements * - - 1,000,000 1,000,000

- - 3,570,587 3,570,587

June 30, 2018

(Audited)

Level 1 Level 2 Level 3 Total
---------------------- (Rupees in '000") ===-========-

Investment classified at fair value through profit or loss - - - -
Investment classified as loans and receivable - - - -
Investments classified as Available for sale - - - -

* The carrying value of these securities approximate their fair value since these are short term in nature and are placed with counter
parties which have high credit ratings.

** The valuation of commercial papers has been done based on amortisation of commercial paper to its fair value as per the
guidelines given in Circular 33 of 2012 since the residual maturity of this investment is less than six months and they are placed
with counterparties which have high credit rating.
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15. INTERIM DISTRIBUTION DURING THE PERIOD

December 31, 2018

(Unaudited)
R . Declaration Bonus Distribution Total

ate per unit - L i
date Units Amount Distribution

--- (Rupees in '000) -----
For the period ended 5 Aug 2018 Re 0.6385 Aug 06, 2018 - - 79,526
For the period ended 19 Aug 2018 Re 0.2540 Aug 20, 2018 - - 29,994
For the period ended 09 Sep 2018 Re 0.3899 Sep 10, 2018 - - 47,282
For the period ended 23 Sep 2018 Re 0.2667 Sep 24, 2018 - - 32,015
For the period ended 05 Oct 2018 Re 0.2837 Oct 08, 2018 - - 40,646
For the period ended 19 Oct 2018 Re 0.2986 Oct 22, 2018 - - 44,744
For the period ended 07 Nov 2018 Re 0.3276 Nov 08, 2018 - - 55,766
For the period ended 16 Nov 2018 Re 0.2637 Nov 19, 2018 - - 47,899
For the period ended 07 Dec 2018 Re 0.3782 Dec 10, 2018 - - 68,890
For the period ended 21 Dec 2018 Re 0.3604 Dec 24, 2018 - - 63,961
- - 510,723

16. GENERAL
Figures have been rounded off to the nearest thousand rupees.

17. DATE OF AUTHORISATION

These condensed interim financial statements were authorised for issue on February 18, 2019 by the Board of
Directors of the Management Company.

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

st &> £

Chief Executive Officer Chief Financial Officer Director
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