'MCB-ARIF HABIB

Savings and Investments Limited

AMZ..

ANO

QUARTERLY | An1
REPORT 2019

Half Year Report for Funds Under Management of
MCB-Arif Habib Savings and Investments Limited

(UNAUDITED)



MCB PAKISTAN SOVEREIGN FUND



CONTENTS

Fund’s Information 00
Report of the Directors of the Management Company 00
Condensed Interim Statement of Assets And Liabilities 00
Condensed Interim Income Statement (Un-audited) 00
Condensed Interim Statement of Comprehensive Income (Un-audited) 00
Condensed Interim Statement of Movement in Unit Holder’s Funds (Un-audited) 00
Condensed Interim Cash Flow Statement ( Un-audited) 00
Notes to and forming part of the Condensed Interim Financial Statements 00
(Unaudited)

57 MCB PAKISTAN SOVEREIGN FUND




FUND’S INFORMATION

Management Company

Board of Directors

Audit Committee

Risk Management Committee

Human Resource &
Remuneration Committee

Chief Executive Officer

Chief Operating Officer &
Company Secretary

Chief Financial Officer

Trustee

Bankers

Auditors

Legal Advisor

Transfer Agent

Rating

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

Mian Muhammad Mansha

Mr. Nasim Beg

Mr. Muhammad Sagib Saleem
Dr. Syed Salman Ali Shah

Mr. Haroun Rashid

Mr. Ahmed Jahangir

Mr. Samad A. Habib

Mr. Mirza Qamar Beg

Mr. Haroun Rashid
Mr. Ahmed Jahangir
Mr. Mirza Qamar Beg
Mr. Nasim Beg

Mr. Mirza Qamar Beg
Mr. Ahmed Jahangir
Mr. Nasim Beg

Dr. Syed Salman Ali Shah

Mr. Nasim Beg

Mr. Haroun Rashid

Mr. Ahmed Jahangir

Mr. Muhammad Sagib Saleem

Mr. Muhammad Sagib Saleem

Chairman

Vice Chairman

Chief Executive Officer
Director

Director

Director

Director

Director

Chairman
Member
Member
Member

Chairman
Member
Member

Chairman
Member
Member
Member
Member

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

Habib Metropolitan Bank Limited

Faysal Bank Limited
United Bank Limited

Allied Bank Limited

Bank Al-Habib Limited

JS Bank Limited

Habib Bank Limited
National Bank of Pakistan
Zarai Traqiati Bank Limited
Bank Al-Falah Limited

Deloitte Yousuf Adil
Chartered Acountant

Cavish Court, A-35, Block-7 & 8,
KCHSU, Shahra-e-Faisal, Karachi -75350.

Bawaney & Partners

3rd & 4th Floor, 68 C, Lane 13,

Phase VI, D.H.A., Karachi

Bukhari Commercial Area

MCB-Arif Habib Savings & Investments Limited

24th Floor, Centre Point,

Off Shaheed-e-Millat Expressway
Near K.P.T. Interchange, Karachi.

AM2++ Asset Manager Rating

58

assigned by PACRA

MCB PAKISTAN SOVEREIGN FUND




REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE NINE MONTHS AND QUARTER ENDED MARCH 31, 2019

Dear Investor,

On behalf of the Board of Directors,we are pleased to present MCB Pakistan Sovereign Fund's Nine Months Report
for the period ended March 31, 2019.

MARKET & ECONOMIC REVIEW
Economy and Money Market Review

At the onset of the fiscal year, the economy inherited deep challenges in the form of external crisis as it was facing a huge
current account deficit along with depleting foreign reserves. To cope with the underlying challenges, the central bank
took major policy actions (currency depreciation of 16% along with interest rate hike of 425 bps in the current fiscal year).
Stabilization efforts finally paid off as indicated by a declining current account deficit, which shrank by 22% during the first
8 months of FY19. Moreover, the recent trend is even more promising as current account deficit for Feb'19 was recorded
below USD 400 million, a 3 year low.

While the government remained tentative about IMF program signup, it was able to secure funding from friendly allies
which has bridged the gap in external account balance for short term. Saudi Arabia, UAE & China provided balance of
payment support to the tune of USD 8 billion. Meanwhile Saudi Arabia announced USD 20 billion of investments for
Pakistan, along with providing a USD 3 billion deferred credit facility for oil.

GDP growth is expected to set in a range of 2.5-3.0% as last year's record twin deficits restrict the ability of the government
to carry on expansionary fiscal policies. Large scale manufacturing (LSM) is already down by 1.5% during the 7MFY 19,
while weak agricultural growth (cotton and wheat are expected to miss the targets) along with a considerable decline in
Retail and Wholesale trade (Import Compression) will slowdown the overall aggregate demand during the current year.

Amid currency depreciation and utility prices adjustment, CPI has also indicating higher inflationary pressures and the
inflation which on average has yet remained below 7% for the year but now looking to remain near 9% in coming months
which is also likely to continue to remain in the next fiscal year due to utility tariff adjustments along with the lagged impact
of currency depreciation. Central bank raised the interest rates by 500 bps during the current year owing to anticipated
higher inflation and a weak balance of payment profile.

The government has indicated that it is close to sign the IMF program. Alongside, the government will have to address
the key structural issues to tread on the path of long term sustainable economic growth.

The yield curve showed an upward trajectory during the fiscal year due to continued expectations of monetary tightening
by the market participants. During the first 9 months, State Bank of Pakistan increased the policy rate by 425 bps in line
with the expectations of most of the market. Several PIB auctions during the period under review had to be rejected by
State Bank of Pakistan due to thin volume and participation at higher levels. Concerns over external front kept market
participants at bay from longer tenor Treasury instruments similarly participation in Pakistan Investment Bonds also price
in healthy liquidity premium. During the period under review, 314.38 billion worth of GOP ljara Sukuk matured against
which no fresh GOP ljara Sukuk were issued by SBP.

FUND PERFORMANCE

During the period under review, the fund generated an annualized return of 7.75% as against its benchmark return of
9.69%.

At period-end, the fund was 43.4% invested in Treasury Bills, 54.3% in cash and bank deposits, and 1.8% in PIBs.

The Net Assets of the Fund as at March 31, 2019 stood at Rs. 723 million as compared to Rs. 585 million as at June 30,
2018 registering an increase of 23.59%.

The Net Asset Value (NAV) per unit as at March 31, 2019 was Rs.56.17 as compared to opening NAV of Rs. 55.83 per
unit as at June 30, 2018 registering an increase of Rs. 0.34 per unit.

MARKET & ECONOMY - FUTURE OUTLOOK
The tough measures taken by the incumbent government in the form of currency adjustments and monetary tightening

for the purpose of reducing aggregate demand to control external imbalances is bearing fruit. The current account balance
has begun to reflect the policy adjustments with the beginning 2 months of the current calendar registering decline of more
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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE NINE MONTHS AND QUARTER ENDED MARCH 31, 2019

than 50% in current account balance. The external account is expected to remain at sustainable levels with the impetus
expected to come from lagged increase in exports. The balance of payments support availed from friendly nations would
be adequate to support financing of the remaining year. Subsequently, we expect normalized PKR/USD adjustment given
the Real Effective Exchange Rate is close to its fundamental value.

However, the entrance into IMF program is likely to provide the much needed financial stability relative to external inflows
through multilateral agencies along with better policy management related to dealing with structural issues in the economy.

In IMF program, focus is expected to shift towards fiscal side. The substantial curtailment of development budget has
failed to curtail the fiscal deficit given the higher cost of borrowing for the government and sluggish performance in revenue
collection due to relief in income tax, curtailment of telecom duties and import slowdown. The impact of monetary tightening
is expected to be more visible in this half towards expenditures side. The revenue shortfall is expected to lead towards a
fiscal deficit of more than 6% for this year. The focus of next budget is expected to be towards revenue generation measures
particularly, higher taxation, duties, etc.

Inflationary pressures are expected to become more visible as reflected in the recent reading of 9.4% 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 may 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 Sagib Saleem -
Chief Executive Officer Nasim Beg
April 19, 2019 Vice Chairman / Director
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CONDENDSED INTERIM STATEMENT OF ASSETS AND LIABILITIES
AS AT MARCH 31, 2019

(Un-Audited) (Audited)
March 31, June 30,
2019 2018
------------ (Rupees in '000) ------------

ASSETS
Balance with banks 732,706 592,954
Investments 610,717 542,864
Profit receivable 3,421 2,172
Advances and prepayments 2,806 2,818
Total assets 1,349,651 1,140,808
LIABILITIES
Payable to the Management Company 830 477
Payable to the Central Depository Company of Pakistan Limited - Trustee 101 90
Payable to the Securities and Exchange Commission of Pakistan 341 739
Payable against purchase of investments 585,836 514,487
Accrued expenses and other liabilities 39,777 40,034
Total liabilities 626,885 555,827
NET ASSETS 722,766 584,981
Unit holders’ fund (as per statement attached) 722,766 584,981

Contingencies and commitments

Number of units in issue 12,866,739 10,477,317
------------ (Rupees) ----=-------
NET ASSETS VALUE PER UNIT 56.17 55.83

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)

Chief Executive Officer
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CONDENDSED INTERIM INCOME STATEMENT (UN-AUDITED)
FOR THE NINE MONTHS AND QUARTER ENDED MARCH 31, 2019

Nine months ended Quarter ended
March 31, March 31,
2019 2018 2019 2018
Note ~ = e (Rupees in '000) ----==-==-=====uunmx-

Income
Income from government securities 33,911 37,707 11,711 12,003
Capital (loss) / gain on sale of investments - net (2,533) (1,495) 1,684 (1,245)
Profit on bank deposits 10,614 13,542 6,135 2,632
Unrealised (diminution) / appreciation in fair value of

investments classified 'at fair value through profit or loss' - net 5.2 (401) (289) 264 (266)
Total income 41,591 49,465 19,794 13,124
Expenses
Remuneration of the Management Company 4,139 5,136 1,613 1,441
Sindh Sales Tax and Federal Excise Duty on

remuneration of the Management Company 538 668 210 188
Remuneration of the Central Depository Company of

Pakistan Limited - Trustee 683 1,165 224 345
Sindh Sales Tax on remuneration of Trustee 89 151 29 44
Securities and Exchange Commission of Pakistan - annual fee 341 615 112 172
Allocated expenses 504 927 158 259
Provision for Sindh Workers' Welfare Fund 684 796 345 207
Brokerage expenses 90 90 23 13
Auditors' remuneration 443 436 84 143
Other expenses 557 460 196 163
Total expenses 8,068 10,444 2,994 2,975
Net income for the period before taxation 33,523 39,021 16,800 10,149
Taxation 8 - - - -
Net income for the period 33,523 39,021 16,800 10,149
Allocation of net income for the period:

Net income for the period 33,523 39,021 16,800 10,149

Income already paid on units redeemed (5,636) (15,443) (4,264) (9,901)

27,887 23,578 12,536 248

Accounting income available for distribution:

- Relating to capital gains - - 1,948 -

- Excluding capital gains 27,887 23,578 10,588 248

27,887 23,578 12,536 248

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)

-~

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, 2019

Nine months ended Quarter ended
March 31, March 31,
2019 2018 2019 2018

(Rupees in '000)

Net income for the period after taxation 33,523 39,021 16,800 10,149

Other comprehensive Income for the period:

Unrealised appreciation in fair value of investments
classified as 'at fair value through other compreensive income' - net - 365 - 253

Total comprehensive income for the period 33,523 39,386 16,800 10,402

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)

-~

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM STATEMENT OF MOVEMENT IN UNIT HOLDERS' FUNDS (UN-AUDITED)
FOR THE NINE MONTHS ENDED MARCH 31, 2019

Nine months ended

March 31,
2019 2018
(Rupees in '000)
Unrealised Unrea.lls.ed
appreciation / appreciation /
. Undistributed Pp. ) Capital Undistributed | (diminution) on
Capital value . (diminution) on Total value . . Total
income / (loss) " income / (loss) | available-for-
available-for-sale
. sale
investments .
investments
Net assets at beginning of the period 1,310,356 (725,494) 19 584,981 2,104,177 (753,347) 555 1,351,385
Change in accounting policy - note 3.3 19 (119)
Net assets at beginning of the period 1,310,356 (725,375) - 584,981 2,104,177 555 1,351,385
Issue of 9,333,976 units (2018: 3,125,556 units)
- Capital value (at net asset value per unit at
the beginning of the period) 495,449 - - 495,449 166,061 - - 166,061
- Element of income 17,822 - - 17,822 3,639 - - 3,639
Total proceeds on issuance of units 513,271 - - 513,271 169,700 - - 169,700
Redemption of 6,944,554 units (2018: 15,771,546 units)
- Capital value (at net asset value per unit at the (368,617) - - (368,617) (837,942) - - (837,942)
beginning of the period)
- Amount paid out of element of income
- Relating to 'Net income for the period after taxation' (5,943) (5,636) - (11,579) - (15,443) - (15,443)
Refund / adjustment on units as element of loss - - - - (2,663) - - (2,663)
Total payments on redemption of units (374,560) (5,636) - (380,196) (840,605) (15,443) - (856,048)
Total comprehensive income for the period - 33,523 33,523 - 39,021 365 39,386
Final Distribution for the year ended june 30, 2018 (including additional
units) at the rate of Rs. 2.75 per unit (Declared on July 04, 2018) (960) (27,853) - (28,813) - - - -
Net income for the period less distribution (960) 5,670 - 4,710 - 39,021 365 39,386
Net assets at end of the period 1,448,107 (725,341) - 722,766 1,433,272 (729,769) 920 704,423

Undistributed loss brought forward

- Realised (725,088) (753,344)
- Unrealised 406 3

(725,494) (753,347)
Effect of Change in accounting policy - Note 3.3 119
Undistributed income - restated (725,375)

Accounting income available for distribution

- Relating to capital losses -
- Excluding capital losses 27,887

27,887
Net income for the period after taxation - -
Distribution during the period (27,853) -

Undistributed loss carried forward (725,341) (729,769)
Undistributed loss carried forward

- Realised (724,940) (729,480)

- Unrealised 401 289

(725,341) (729,769)

---=-- (Rupees in '000) ------

Net assets value per unit at beginning of the period 55.83 53.13

Net assets value per unit at end of the period 56.17 55.08

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)

-~

Chief Executive Officer Chief Financial Officer Director
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CONDENDSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)
FOR THE NINE MONTHS ENDED MARCH 31, 2019

Nine months ended

March 31,
2019 2018
Note  ---------- (Rupees in '000) ----------
CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the period before taxation 33,523 39,021
Adjustments for:
Capital loss on sale on investments - net 2,533 1,495
Unrealised diminution in fair value of
investments classified 'at fair value through profit or loss' - net 401 289
36,457 40,805
Increase in assets
Investments 515,072 496,929
Profit receivables (1,249) -
Advances, deposits, prepayments 12 3,046
513,834 499,975
Increase / (decrease) in liabilities
Payable to the Management Company 353 (789)
Payable to the Central Depository Company of Pakistan Limited - Trustee 1" (91)
Payable to the Securities and Exchange Commission of Pakistan (398) (3,334)
Payable against purchase of investments 71,349 (447,742)
Accrued expenses and other liabilities (257) (10,105)
71,058 (462,061)
Net cash generated from operating activities 621,349 78,719
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts from issuance of units (excluding additional units) 512,311 169,700
Payments on redemption of units (380,196) (856,048)
Dividend paid (27,853) -
Net cash (used in) / generated from financing activities 104,262 (686,348)
Net increase / (decrease) in cash and cash equivalents
during the period 725,611 (607,629)
Cash and cash equivalents at beginning of the period 592,954 1,321,761
Cash and cash equivalents at end of the period 12 1,318,565 714,132

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)

-~

Chief Executive Officer Chief Financial Officer Director
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE NINE MONTHS ENDED MARCH 31, 2019

1. LEGAL STATUS AND NATURE OF BUSINESS

1.1 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)].

1.2 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.

1.3 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.

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

1.5 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.

1.6 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.

1.7 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.

1.8 The Pakistan Credit Rating Agency (PACRA) Limited has assigned an asset manager rating of AM2++ dated April
08, 2019 to the Management Company and has assigned stability rating of "AA-(f)" dated December 28, 2018 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

1.9 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.

2, BASIS OF PREPARTION
2, STATEMENT OF COMPLIANCE

2.1.1 This condensed interim financial statements have been prepared in accordance with the accounting and reporting
standards as applicable in Pakistan which comprises of:
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- 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), 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 requirements of the Trust Deed have been followed.

2.1.2 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 2018.

2.1.3 In the current year, the Fund has applied IFRS 9 Financial Instruments (as revised in July 2014) and the related
consequential amendments to other IFRS Standards that are effective for an annual period that begins on or after
July 01, 2018. The transition provisions of IFRS 9 allow an entity not to restate comparatives. The Fund has elected
not to restate comparatives in respect of the classification and measurement of financial instruments. The comparative
in the statement of assets and liabilities presented in the condensed interim financial information as at 31 March
2019 have been extracted from the audited financial statements of the Fund for the year ended 30 June 2018, 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 2018.

2.1.4 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.

2.1.5 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 state of affairs of the Fund.

2.1.6 2.4 This condensed interim financial information is presented in Pak Rupees which is the functional and presentation
currency of the Fund.

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 3.3.

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 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 recognized 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 annual financial
statements of the Fund for the year ended June 30, 2018.
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3.3 Standards and amendments to published accounting and reporting 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.

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 in debt and equity securities
being managed as a group of assets and hence has classified them as FVPL. Accordingly, the Fund’s investment
portfolio is 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 Fund has adopted modified retrospective restatement for adopting IFRS-9 and accordingly, all changes arising
on adoption of IFRS-9 have been adjusted at the beginning of the current period. The effect of this change in
accounting policy is as follows:

The effect of this change in accounting policy is as follows:

As at June 30,
2018 (as
previously
stated)

As at July
Change 1.2018

Impact on Statement of Unit holders' fund
Unrealised appreciation / (diminution) on 'Available-for-sale' 119 (119) -
Undistributed income (725,494) 119 (725,375)

he ;éilsu?aesw, Change As at July

previously 1,2018
stated)

Impact on Statement of Assets and Liabilities
Investments - 'available for sale' 11,449 (11,449) -
Investments - 'At fair value through profit or loss' 531,415 11,449 542,864

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 is no impact on the condensed interim income statement, condensed
interim statement of comprehensive income and condensed interim cash flow statement. 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 condensed interim financial statements of the Fund.
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3.4 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 period beginning on or after July 1, 2019. However, these will not have any
significant impact on the Fund's operations and, therefore, have not been detailed in these condensed interim
financial statements.

(Un-Audited) (Audited)
March 31, June 30,
2019 2018
4. BALANCE WITH BANKS Note ~ = ==—-—-mem- (Rupees in '000) ------------
- Savings accounts 4.1 730,192 592,134
- Current accounts 4.2 2,514 820
732,706 592,954

4.1. These carry profit at the rates ranging between 8% to 11.6% (2018: 3.75% and 6.8%) per annum and include Rs.
0.42 million maintained with MCB Limited(2018:0.68 million), (a related party) which carries profit at the rate of 8%
per annum

4.2. These include Rs. 2.51 million (2018: Rs 0.82 million) maintained with MCB Bank Limited, a connected person /
related party.

(Un-Audited) (Audited)
March 31, June 30,
2019 2018
5. INVESTMENTS Note @ = ceeeeeeeeee (Rupees in '000) ------------
'At fair value through profit or loss '
Government securities - Pakistan investment bonds 511 24,858 16,889
Government securities - Treasury Bills 51.2 585,859 514,526
610,717 531,415
'Available-for-sale’
Government securities - Pakistan investment bonds - 11,449
610,717 542,864

72 MCB PAKISTAN SOVEREIGN FUND




-AUDITED)

2019

NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN
FOR THE NINE MONTHS ENDED MARCH 31

22 TG VRIS 810 ‘0€ dunr je se [ejoL
x4 698'685  9£8'G8S 6102 ‘1€ Ydel\ Je se [ejo)
- - - - - 000'02Z 000'02. - 810011 81-Inr-61 syjuow ¢ - s|jq Aunsee joxep
10 %0 6 181’682 2LL'68T 000062 000'062 000'08S - 61-1dv-|| 6l-uer-L| Ainseay jose
610 170 vl 8/996C  799'%6¢C 000'00€ 000'GLY 000'G2L - 61-Aen-6 61-994-| Ainseay jose
- - - - - - 000'05 00005 - 6l-uer-¢ 810"} Ainseay jose
- - - - - - 00002y 00002y - g1-bny-z 81-ken-o1 Ainseay e
- - - - - - 000'00% 000'00% - 61-1EN-82 6l-uer-¢ funseay jose
- - - - - - 000'06'} 000'06%'} - 810062 8}-Bny-z Ainseas yose
- - - - - - 000°002'L 000°002' - 61-994-8¢ 81-980-9 Ainsean el
- - - - - - 000'025 - 000025 81-bny-0g gj-unp-, Ainsess yosep
wmmemnemnane O nmeeenees (000, u saadny)
SJUBW)SAA s}asse jau Jo
1e303 jo abejusasad (sso)) anjeA onjen Buikuen 6102 Jeak ayy Buunp Jeak ayy 8102
%w._mw_% esy | uieB pasijeaiun | jxEN ’ ‘leyosepyle sy | painjew /pjog | Buunp paseyaind | ‘Lo Ainfie sy z_huuﬁk,_ 0 anss Jo ajeq funoas Jo swey
an|eA Jaylep 6L0Z ‘1€ Ya4e Je sy anjeA ase4
s|jig Ainseal] - SaN1INJ3S JUSWIUIIA0SD)
(8vp) 68891 18871 810 ‘0€ 8unr je se [ejoL
(€zv) 9582 78262 6107 ‘)€ UdIel Je Se [ejoL
€00 €00 S0C 906'6) 10261 000'02 000'02€ 000'07€ - 8z-bny-6 8)-Bny-6 steak 0, - SpUOg JuaLLISaAU| Uejsixed
100 100 (629) 756y 185G 005'S - 005G - yz-unr-0l P0-unr-0L s1eaf (Z - spuog JusuiSaAU| Uejshied
- 000'05 00005 6299412 6l-9o4-1g SJeaA (), - SpUOG JUBLUISAU] UEISIYEd
- - - - - - 002Gh - 002'Gh zz-Inr-61 zi-nr-61 sleak 0, - SpUOg JuaLLISaAU] Uejsixed
- - - - - - 000051 000'051 - LzInr-zL 81-nr-z) SJE8A €0 - SpUOG JUBLUISAU] UEISIYEd
(000, u saadny)
SJUBW)SAA s}asse jau Jo PR p
1810} 40 aBejuassad $S0| pasijeaiu enie anjeA Buikie 610z {esfous buLnp deahiop 810z
%mw_mw_% esy IPSSHESIUN | soreny EABURIED | e yorewse sy | paingews/piog | Bumnp paseyoung | 0 Ainr je sy z_ﬁ.nk,_ i anssi Jo ajeq funoas jo sweN

anfeA JoxIe|y

610Z ‘L€ Yoel e sy

anjeA aoe4

SPUOE JUBWJSAAU| UB)S{Rd - SBIJLINIAS JUBWIUIIAOE)

50 40 Jyoid yBnouy) anjea Jiey 3y

437

Vs

3]

MCB PAKISTAN SOVEREIGN FUND

™
N~




NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE NINE MONTHS ENDED MARCH 31, 2019

(Un-Audited) (Audited)
March 31, June 30,
2019 2018
5.2 Net unrealised loss on revaluation of investments Note —-meemeeee (Rupees in '000) ------------
at fair value through profit or loss'
Market value of investments 51.1&51.2 610,717 531,415
Carrying value of investments 51.1&5.1.2 (611,118) (531,819)
(401) (404)
6. ACCRUED AND OTHER LIABILITIES
Provision for Sindh Workers' Welfare Fund 6.1 5,198 4,513
Provision for Federal Excise Duty and related tax on 6.2
- Management fee 29,028 29,028
- Sales load 4,170 4170
Withholding tax payable 21 62
Auditors' remuneration payable 395 366
Brokerage payable 35 33
Others 931 1,862
39,777 40,034

6.1 Provision for Sindh Workers' Welfare Fund

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, 2018. 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, 2019 would have been higher by Re.0.4
per unit (June 30, 2018 Re. 0.43 per unit).

6.2 Federal Excise Duty and related tax payable

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, 2018. 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, 2019 would have been higher
by Re. 2.26 per unit (June 30, 2018: Re. 2.77 per unit).

7. CONTINGENCIES AND COMMITMENTS
There were no contingencies and commitments as at March 31, 2019 and June 30, 2018
8. 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 available for distribution
for the year as reduced by capital gains whether realized or unrealized 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 available for distribution
other than 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. The
management intends to distribute the income to be earned by the Fund during the year ending June 30, 2019 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.
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9. 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.

10. TOTAL EXPENSE RATIO

The total expense ratio of the Fund from July 1, 2018 to March 31, 2019 is 1.07% (March 31, 2018: 0.74%) and
this includes 0.01 % (March 31, 2018: 0.25 %) representing government levy, Sindh Worker's Welfare Fund and
SECP fee. This ratio is within the maximum limit of 2 % prescribed under the NBFC Regulations for a collective
investment scheme categorized as a "Income scheme".

11. TRANSACTIONS WITH CONNECTED PERSONS
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.

Details of transactions and balances at period end with related parties / connected persons, other than those which
have been disclosed elsewhere in these financial statements, are as follows:

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

For the nine months ended March 31, 2019

As at As at As at As at
July 01, Issued Bonus | Redeemed| March July 01, Issued Bonus| Redeemed | March
2018 | forcash 31,2019 | 2018 | forcash 31,2019
Units (Rupees in '000) ==-=======smmmnnuuuuunn
DG Khan Cement company 6 - - - 6 - - - - -
Limited
Mandate under 452,075 23,421 - 475,496 0 25241 1,243 - 25,294 0
discretionary portfolio
services
Key management 7 19,662 - 19,669 (0) - 1,100 - 1,102 -
personnel
For the nine months ended March 31, 2018
As at As at As at As at
July 01, flssuedh Bonus | Redeemed | March July 01, flssuedh Bonus | Redeemed March
2017 | 'oreas 31,2018 | | 2017 | 'orcas 31,2018
]3] S (Rupees in '000) -----------========-----
Mandate under discretionary 47,579 201 - - 47,780 2,528 1 - - 2,632
portfolio services
Key management personnel 11,048 7 - 11,048 7 587 - - 600
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11.2 Details of transactions with the connected persons / related parties during the period are as follows:

(Unaudited) (Unaudited)
March 31, March 31,
2019 2018
----------- (Rupees in '000) ----------

MCB-Arif Habib Savings and Investments Limited - 'Management Company
Remuneration of the Management Company including indirect taxes 4,677 5,804
Expenses allocated by the Management Company and related taxes 504 927

Central Depository Company of Pakistan Limited - Trustee
Remuneration including indirect taxes 772 1,316

MCB Bank Limited

Mark-up on bank deposits 36 24
Bank charges 3 3
Sale of securities - Face Value Rs. 450M (2018: Face value: Nil) 446,479 -

Silk Bank Limited
Purchase of securities - Face Value Rs. 250M (2018: Nil) 237,986 -
Sale of securities face value Nil (2018: 400 million) - 403,601

Arif Habib Limited- Brokerage House

Brokerage expense* - 4
(Un-Audited) (Audited)
March 31, June 30,
2019 2018
11.3 Balances outstanding at period / yearend: ~ ceeeeeeeee (Rupees in '000) --=---=-----

MCB-Arif Habib Savings and Investments Limited - 'Management Company

Remuneration payable to Management Company 645 375

Sales tax payable on remuneration to Management Company 84 49

Expenses allocated by Management Company 59 53

Sale load payable 42 -
Central Depository Company of Pakistan Limited - Trustee

Remuneration payable (including indirect taxes) 101 90
MCB Bank Limited

Bank balance 2,931 1,442

Mark-up receivable 91 91

Sales load payable 776 -

Arif Habib Limited - Brokerage House
Brokerage payable* - 1
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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.

2-  Replace “Unaudited March 31, 2018” into “Audited June 30, 2018”, in note no. 12.

(Unaudited) (Audited)
March 31, June 30,
2019 2018
12. CASH AND CASH EQUIVALENTS Note ~  -——-m- (Rupees in '000) ----------
Balance with banks 4 732,706 592,954
Treasury bills maturing within 3 months 5.1.2 585,859 514,526
1,318,565 1,107,480

13. GENERAL

13.1 Figures have been rounded off to the nearest thousand rupees, unless otherwise specified.

13.2 Corresponding figures have been reclassified and rearranged in these condensed interim financial statements,
wherever necessary, for the purpose of better presentation. However, no significant rearrangements or reclassifications
were made in these condensed interim financial statements to report.

14. DATE OF AUTHORISATION FOR ISSUE

These condensed interim financial statements were authorised for issue on April 19, 2019 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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