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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE HALF YEAR ENDED DECEMBER 31, 2019

Dear Investor,

On behalf of the Board of Directors, We are pleased to present MCB Pakistan Sovereign Fund accounts review for the
half year ended December 31, 2019.

ECONOMY AND MONEY MARKET OVERVIEW

Stabilization measures pursued by the government have started to bear fruits as the Balance of Payment situation continues
to improve. The Current Account Deficit (CAD) contracted by ~75% on a Year on Year (YoY) basis to USD 2.1 billion in
the first half of FY20. Imports of goods and services continued to nosedive as it compressed by 18.5% while exports of
goods and services increased by 4.8% in the first half of fiscal year. Remittances provided a moderate buffer, increasing
by 3.3% to USD 11.4 billion during the period. Foreign exchange reserves increased by a massive USD 4.1 billion during
the period as Pakistan received flows from IMF and multilateral institutions, while the outflow from CAD remained restrained.

CPI was rebased with a new base of 2015-16 and the average for newly rebased CPI clocked in at 11.1% YoY for the
first half of FY20. Food inflation took a toll on the overall CPI, as it increased by 14.9% during the period. Major hit on
food inflation surfaced from a hike in the prices of perishable food items after imports from India was banned. Nevertheless,
core inflation as measured by Non Food Non Energy was still controlled and averaged 8.1% for the period. All the monetary
policy meetings held during period kept interest rates on a status quo citing near term inflation as the major concern.

The outlook on GDP growth ranged in between 2.5% to 3.5% according to various institutions. However, as of late it was
expected to remain on the lower side as weak production outlook of major crops (Cotton, Wheat and Sugar) along with
a lower industrial growth arising out of weaker than expected LSM growth is expected to take a dent on the overall growth.
Large Scale Manufacturing as anticipated continued on a downward trajectory as the import based consumption demand
evaporated. LSM posted a decline of ~5.9% in the first five months of FY20, with most of the decline emanating from
cyclical sectors. Both Autos and Steel manufacturing saw demand compression of 37.7% and 13.8% respectively.

Provisional number of tax collection were also encouraging as FBR collected PKR 2,080 billion in the first half of the
current fiscal year, which was 17% higher compared to the corresponding period of the last year. Dissecting the performance
in terms of domestic and international collection, the performance was even better as domestic tax revenue grew by 28%
YoY. The target for primary deficit is also expected to be met as the government had generated significant buffer during
the first quarter.

During the period under review, yield curve shifted downwards owing to massive demand for longer tenor bonds as market
participants drew comfort from stabilization measures and anticipated outlook of lower inflation. Alongside, participation
from foreign investors at such an unprecedented scale for the first time in the local bond market brought in extra pool of
liquidity pushing the yields down. 3 Year bonds eased off by 221 bps while the longer tenor (10Y) bonds eased off by
nearly ~300 bps during the first half. While, the State Bank of Pakistan (SBP) left the Policy Rate unchanged at 13.25%
during the all monetary policies held in the quarter, citing the outlook on near term inflation however, it vowed to bring
down inflation to 5-7% over the course of next 2 years.

FUND PERFORMANCE

During the period under review, the fund generated an annualized return of 15.68% as against its benchmark return of
14.00%. At period-end, the fund decreased its exposure in cash to 50.9% from 58.1%.

The Net Assets of the Fund as at December 31, 2019 stood at Rs. 2,510 million as compared to Rs. 630 million as at
June 30, 2019 registering increase of 298.41%.

The Net Asset Value (NAV) per unit as at December 31, 2019 was Rs. 57.33 as compared to opening NAV of Rs. 53.13
per unit as at June 30, 2019 registering an increase of Rs. 4.20 per unit.

FUTURE OUTLOOK

Policy adjustments by the central bank will result in macroeconomic consolidation thus restricting the economic growth
in low single digits for the current year. IMF forecasts Pakistan GDP growth to slow down to 2.5% in FY20, in the wake
of tightening policies pursued by the government. Industrial growth will remain muted particularly for the import-driven
consumption based sectors. However, export driven industrial companies can provide some respite as the government
has incentivized the above, while increased power supply also eliminates bottleneck for them.

Balance of Payment worries are over for now as current account deficit has adjusted to reasonable level since the policy
actions taken by the central government. Our forecast at very conservative assumptions is that CAD will settle at 2.3%
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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE HALF YEAR ENDED DECEMBER 31, 2019

of GDP. We have assumed crude oil prices at USD 70/BBL for the remaining part of the year, which are currently hovering
near USD 60/BBL. After signing up for an IMF program, Pakistan will be able to finance its gross finance requirements
by tapping into international avenues. Saudi deferred oil facility will also provide a short term buffer to foreign exchange
reserves. We expect foreign exchange reserves to increase to USD ~14 billion by the end of the current fiscal year. With
PKR aligned to its equilibrium levels (Oct'19 REER at 95.9) and current account deficit in a sustainable range, PKR should
now depreciate nominally based on its historical average.

CPl is expected to average ~11.9% in the current fiscal year owing to lagged impact of currency depreciation along with
a rise in food inflation. However, with a stable currency and high base effect, we expect headline inflation to ease off in
the next year and decline to an average of ~8.8%. Risk to our expectations are any adverse increase in international
commodity prices along with more than expected adjustment in utility tariffs. We believe current real interest rate is sufficient
to cater for the near term inflation. However, given the room in real interest rates going forward, we do not rule out monetary
easing at the start of the next fiscal year. Based on our outlook of inflation, we expect interest rates to ease off by 150-
200 bps in the next 12 months.

On the fiscal side, the government is aiming to limit fiscal deficit at 7.3% of GDP for the year. While the final target for
fiscal deficit can evolve, nevertheless, it has to meet the primary condition of IMF for limiting the primary deficit at 0.6%
of GDP. For this purpose, FBR is targeting a revised tax collection of PKR 5.2 trillion (up 30% YoY). The budget presented
in the parliament proposed PKR 600-700 billiion of tax measures, while the remaining amount was kept contingent on
FBR efforts and economic growth. On the expenditure side, the government is aiming for austerity measures on the current
expenditure side, however, it is aiming for an expansionary Public Sector Development Program (PSDP) of PKR 1.6 trillion
(up 40% YoY). We believe the tax collection target to be highly optimistic and expect a net shortfall of PKR ~300-400
billion. The result of provisional tax collection for 1H assert our view as there was a shortfall of PKR 120 billion during
the period. Resultantly, the shortfall in tax collection will trickle down to a lower development spending.

From the capital market perspective, we believe investor confidence should renew towards risk assets as macroeconomic
stability will be cherished after a bout of volatile years. Equity market has still a lot to offer despite the recent bull run (up
40%+ since the trough). Reversal in monetary policy will be a key theme to eye in CY20 as slowdown in inflation will
provide much needed room to central bank to cut down the interest rates. We foresee interest rates easing of 150-200
bps in the next 12 months, albeit majority of them coming in the second half of the calendar year. Double digit earnings
growth and cheap valuations will drive the total returns of equities. Generally, earnings rebound sharply after an economic
downturn as equities tend to exhibit inflation hedging behavior. During the last few years earnings growth has not caught
up with the nominal GDP growth, which generally tends to revert whenever the difference widens. Hence, we expect
earnings growth to remain in double digits over the span of next few years, a key reason behind our optimism for equities.

We believe a micro view of sectors and stock will remain more important this year and investment selection should focus
on companies which trade at a deep discount to their intrinsic value. Similarly, focus should also revert back to companies
that are expected to exhibit stellar earnings growth over the medium term.

For debt holders, we expect Money Market Funds to continue to seamlessly mirror policy rates throughout the year. On
the other hand, government bonds have already priced in some of the expected monetary easing during the course of
year. Further capital gains are contingent on earlier than expected reversal in monetary cycle along with quantum of
interest rate cuts. Liquidity in the monetary system will also define yield on bonds since the government has liberalized
its sources of financing, particularly opening avenues from external sources.

ELECTION OF THE BOARD OF DIRECTORS
On February 06, 2020, election of directors of the Management Company was held in an extra ordinary general meeting.
Mian Muhammad Mansha and Mr. Samad A. Habib have retired from the Board and Mr. Kashif A. Habib and Ms. Mavra

Adil Khan have joined the Company as new directors. Details of the new Board is given in Company Introduction. The
approval of the Securities and Exchange Commission of Pakistan is pending as on the date of the Directors' Report.
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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE HALF YEAR ENDED DECEMBER 31, 2019
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TRUSTEE REPORT TO THE UNIT HOLDERS

CENTRAL DEPOSITORY COMPANY
OF PAKISTAN LIMITED

Head Office

CDC House, 99-B, Block ‘B
S.M.C.H.5. Main Shahra-e-Faisal
Karachi - 74400. Pakistan,

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

Fax; (92-21) 34326021 - 23
URL: www.cdcpakistan.com
Email: info@cdcpak.com

TRUSTEE REPORT TO THE UNIT HOLDERS
MCB PAKISTAN SOVEREIGN FUND

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

We Central Depository Company of Pakistan Limited, being the Trustee of MCB
Pakistan Sovereign Fund (the Fund) are 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, 2019 in
accordance with the provisions of the following:

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

(11) 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.

1
WA A
Badiuddin Akber
Chief Executive Officer
Central Depository Company of Pakistan Limited

Karachi: February 18, 2020

Al

DEPOSITORY
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AUDITOR’S REPORT TO THE UNIT HOLDERS ON REVIEW OF
CONDENSED INTERIM FINANCIAL STATEMENTS

Deloitte

Deloitte Yousuf Adil
Chartered Accountants

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

Pakistan

Tel: +92 (0) 21 3454 6494-7
Fax:  +92 (0) 21- 3454 1314

www.deloitte.com

INDEPENDENT AUDITORS’ REVIEW REPORT
TO THE UNIT HOLDERS OF MCB PAKISTAN SOVEREIGN FUND

Introduction

We have reviewed the accompanying condensed interim statement of assets and liabilities of MCB
Pakistan Sovereign Fund (the Fund) as at December 31, 2019, and the related condensed interim income
statement, condensed interim statement of comprehensive income, condensed interim cash flow statement
and condensed interim statement of movement in unit holders’ fund together with the notes forming part
thereof (here-in-after referred to as the ‘interim financial information®), for the half year ended December
31, 2019. The Board of the Management Company (MCB Arif Habib Savings and Investments Limited) is
responsible for the preparation and presentation of this interim financial information in accordance with
approved accounting and reporting standards as applicable in Pakistan for interim financial reporting. Our
responsibility is to express a conclusion on this interim financial information based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410, “"Review
of Interim Financial Information Performed by the Independent Auditor of the Entity”. A review of interim
financial information consists of making inquiries, primarily of persons responsible for financial and
accounting matters, and applying analytical and other review procedures. A review is substantially less in
scope than an audit conducted in accordance with International Standards on Auditing and consequently
does not enable us to obtain assurance that we would become aware of all significant matters that might
be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying

condensed interim financial information is not prepared, in all material respects, in accordance with

approved accounting standards as applicable in Pakistan for interim financial reporting.

Other Matters

The figures of the condensed interim financial information for the quarters ended December 31, 2019 and

2018 have not been reviewed, as we are required to review only the cumulative figures for the half year

ended December 31, 2019.

The engagement partner on the review resulting in this independent auditor's review report is Hena Sadiq.
Telotle Adel,

Chartered Accoufitints <

Dated: February 25, 2020
Place: Karachi

Member of
Deloitte Touche Tohmatsu Limited
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CONDENSED INTERIM STATEMENT OF ASSETS AND LIABILITIES

AS AT DECEMBER 31, 2019

ASSETS

Bank balances

Investments

Profit receivable

Advances, prepayments and other receivables
Total assets

LIABILITIES

Payable to MCB-Arif Habib Savings and Investments Limited — Management Company
Payable to the Central Depository Company of Pakistan Limited - Trustee

Payable to the Securities and Exchange Commission of Pakistan

Payable against purchase of investments

Dividend payable

Accrued expenses and other liabilities

Total liabilities

NET ASSETS

UNIT HOLDERS’ FUND (AS PER STATEMENT ATTACHED)

CONTINGENCIES AND COMMITMENTS

NUMBER OF UNITS IN ISSUE

NET ASSETS VALUE PER UNIT

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

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

Vhors L

Chief Executive Officer Chief Financial Officer

Note

(Un-Audited) (Audited)
December 31, June 30,
2019 2019
------------ (Rupees in '000) ------------
2,439,713 663,697
2,316,628 472,627
28,256 2,822
3,159 3,094
4,787,756 1,142,240
4,674 816
157 96
186 491
2,229,607 467,813
- 3,965
42,749 39,415
2,277,373 512,596
2,510,383 629,644
2,510,383 629,644
------ (Number of units) ------
43,784,515 11,850,746
------------ (Rupees) =--=-==-----
57.33 53.13
J—
Director
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CONDENSED INTERIM INCOME STATEMENT (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2019

Half year ended Quarter ended
December 31, December 31,
2019 2018 2019 2018
Note @ = seeemeeeeeeeeeeeee (Rupees in '000) ---==-====sn=emmenmann
Income
Income from government securities 104,672 22,200 79,812 12,126
Capital gain / (loss) on sale of investments - net 29,362 (4,217) (91) (3,986)
Profit on bank deposits 21,113 4,479 8,716 2,245
Unrealised appreciation / (diminution) in fair value of
investments classified 'at fair value through profit or loss' - net 6.3 762 (665) (346) 69
Total income 155,909 21,797 88,091 10,454
Expenses
Remuneration of the Management Company 71 16,213 2,526 9,671 1,318
Sindh Sales Tax on remuneration of the Management Company 2,108 328 1,258 171
Remuneration of the Central Depository Company of
Pakistan Limited - Trustee 605 459 434 229
Sindh Sales Tax on remuneration of Trustee 79 60 57 30
Securities and Exchange Commission of Pakistan - annual fee 186 229 134 114
Allocated expenses 7.2 930 346 668 173
Marketing and selling expenses 7.3 1,300 - 935 -
Provision for Sindh Workers' Welfare Fund 8.1 2,649 339 1,481 161
Brokerage expenses 1,130 67 420 (32)
Legal and professional expenses 91 91 45 55
Auditors' remuneration 31 359 185 231
Other expenses 514 270 248 138
Total expenses 26,116 5,074 15,536 2,588
Net income for the period before taxation 129,793 16,723 72,555 7,866
Taxation 10 - - - -
Net income for the period 129,793 16,723 72,555 7,866
Allocation of net income for the period:
Net income for the period 129,793 16,723 72,555 7,866
Income already paid on units redeemed (40,317) (1,265) (30,581) (705)
89,476 15,458 41,974 7,161
Accounting income available for distribution:
- Relating to capital gains 16,649 - - -
- Excluding capital gains 72,827 15,458 41,974 7,161
89,476 15,458 41,974 7,161

Earnings per unit

1

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

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

Vst . >

Chief Financial Officer

Chief Executive Officer Director
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CONDENSED INTERIM STATEMENT OF OTHER COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2019

Half year ended Quarter ended
December 31, December 31,
2019 2018 2019 2018

(Rupees in '000)

Net income for the period after taxation 129,793 16,723 72,555 7,866

Other comprehensive income for the period

Total comprehensive income for the period 129,793 16,723 72,555 7,866

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

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

Y i ‘=7

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM STATEMENT OF MOVEMENT IN UNIT HOLDERS' FUND (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2019

Half year ended December 31,

2019 2018
(Rupees in '000
Unrealised
(losses) /
Capital Value Accumulated Total Capital Value Accumulated gains on Total
loss loss available for
sale
Net assets at beginning of the period 1,382,425 (752,781) 629,644 1,310,356 (725,494) 119 584,981
Issue of 86,174,093 units (2018: 3,245,021 units):
- Capital value (at net asset value per unit at 4,578,430 - 4,578,430 181,170 - - 181,170
the beginning of the year)
- Element of income 195,839 - 195,839 (8,091) - - (8,091)
4,774,269 - 4,774,269 173,079 - - 173,079
Redembtion of 54.240.324 units (2018: 2.886.289 units)
- Capital value (at net asset value per unit at the (2,881,788) - (2,881,788) (161,142) - - (161,142)
beginning of the year)
- Amount paid out of element of Income relating to net
income for the period after taxation (101,218) (40,317) (141,535) 7,733 (1,265) - 6,468
(2,983,006) (40,317)  (3,023,323) (153,409) (1,265) (154,674)
Total comprehensive income for the period - 129.793 129.793 - 16.723 (119) 16.604
Final Distribution for the period Rs: Nil ( For the year ended June 30,
2018 Rs. 2.75 per unit including additional units declared on
July 04, 2018), - - - (960) (27,853) - (28,813)
Net income for the period less distribution - 129,793 129,793 (960) (11,130) (119) (12,209)
Net assets as at the end of the period 3,173,688 (663,305) 2,510,383 1,329,066 (737,889) - 591,177
Undistributed loss brought forward
- Realised (752,018) (725,088)
- Unrealised 763 406,
(752,781) (725,494)
Accounting income available for distribution
- Relating to capital gains 16,649 -
- Excluding capital gains 72,827 15,458
89,476 15,458
Distributions during the period - (27,853)
Undistributed loss carried forward (663,305) (737,889)
Undistributed loss carried forward
- Realised (664,067) (737,889)
- Unrealised 762 665
(663,305) (737,889)
--- (Rupees) --- --- (Rupees) ---
Net assets value per unit as at beginning of the period 53.13 55.83
Net assets value per unit as at end of the period 57.33 54.56

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

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

Vst . >

Chief Financial Officer

Chief Executive Officer Director
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CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2019

Half year ended
December 31,
2019 2018
Note =----m-- (Rupees in '000) --------
CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the period before taxation 129,793 16,723
Adjustments for:
Unrealised diminution / (appreciation) in fair value of investments
classified 'at fair value through profit or loss' - net (762) 665
Provision for Sindh Workers' Welfare Fund 2,649 339
131,680 17,727
(Increase) / decrease in assets
Investments (2,311,112) 537,163
Profit receivable (25,434) 408
Advances and prepayments (65) (28)
(2,336,611) 537,543
Increase / (decrease) in liabilities
Payable to the Management Company 3,858 124
Payable to the Central Depository Company of Pakistan Limited - Trustee 61 5)
Payable to the Securities and Exchange Commission of Pakistan (305) (510)
Payable against purchase of investments 1,761,794 (71,512)
Dividend payable (3,965) -
Accrued expenses and other liabilities 685 (240)
1,762,128 (72,143)
Net cash (used in) / generated from operating activities (442,803) 483,127
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts from issuance of units 4,774,269 173,079
Payments on redemption of units (3,023,323) (154,674)
Dividend paid - (28,813)
Net cash generated from / (used in) financing activities 1,750,946 (10,408)
Net increase in cash and cash equivalents
during the period 1,308,143 472,719
Cash and cash equivalents at beginning of the period 1,131,570 592,954
Cash and cash equivalents at end of the period 14 2,439,713 1,065,673

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

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

bt Ll 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, 2019

21

LEGAL STATUS AND NATURE OF BUSINESS

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

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

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

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

The Management Company of the Fund has been licensed to act as an Asset Management Company under the
NBFC Rules through certificate of registration issued by SECP. The registered office of the Management Company
has been changed from 24th Floor, Centre point, Off Shaheed-e-Millat Expressway, Near K.P.T. Interchange, Karachi,
Pakistan to Adamjee House, MCB-AH Savings, 2nd Floor, |.I Chundrigar Rd, Karachi, Pakistan.

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

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

The Pakistan Credit Rating Agency (PACRA) Limited has assigned an asset manager rating of AM2++ dated October
08, 2019 to the Management Company and has assigned stability rating of "AA-(f)" dated December 24, 2019 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
Metro Bank - Pakistan Sovereign Fund - (December 2012) December 31, 2012
Metro Bank - Pakistan Sovereign Fund - (December 2007) December 31, 2007
Metro Bank - Pakistan Sovereign Fund - (December 2005) December 31, 2005
Metro Bank - Pakistan Sovereign Fund - (December 2003) December 31, 2003

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

STATEMENT OF COMPLIANCE

This condensed interim financial information has been prepared in accordance with the accounting and reporting
standards as applicable in Pakistan. The accounting and reporting standards applicable in Pakistan comprise of:
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)

FOR THE HALF YEAR ENDED DECEMBER 31, 2019

2.2

23

24

3.2

3.3

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

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

- the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules), the Non-
Banking Finance Companies and Notified Entities Regulations, 2008 (the NBFC Regulations) and the
requirements 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 IFRS
Standards, 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 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 does 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, 2019.

In compliance with schedule V of the Non-Banking Finance Companies and Notified Entities Regulations, 2008,
the directors of the Management Company hereby declare that this condensed interim financial information gives
a true and fair view of the state of the Fund's affairs as at December 31, 2019.

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

SIGNIFICANT ACCOUNTING POLICIES AND KEY ACCOUNTING ESTIMATES AND JUDGEMENTS

The accounting policies and methods of computation adopted in preparation of this condensed interim financial
information are same as those applied in preparation of financial statements of the Fund as at and for the year
ended June 30, 2019.

The preparation of condensed interim financial information requires management to make judgments, estimates
and assumptions that affect the application of accounting policies and the reported amounts of assets and liabilities,
income and expenses. Actual results may differ from these estimates. In preparing this condensed interim financial
information, significant judgments made by management in applying accounting policies and the key sources of
estimation and uncertainty were the same as those that applied to the financial statements as at and for the year
ended June 30, 2019.

Amendments to certain existing standards and interpretations on approved accounting standards effective during
the period were not relevant to the Fund's operations and did not have any impact on the accounting policies of
the Fund and therefore not disclosed in this condensed interim financial information.

FINANCIAL RISK MANAGEMENT

The Fund's risk management policies are consistent with those disclosed in the financial statements of the Fund
as at and for the year ended June 30, 2019.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)

FOR THE HALF YEAR ENDED DECEMBER 31, 2019

5.1

5.2

These carry mark-up at rates ranging between 11.25% to 14.45% (June 30, 2019: 10.25% to 13%) per annum and
include bank balance of Rs. 2.907 million (June 30, 2019: Rs.2,470 million) maintained with MCB Bank Limited (a
related party) which carries profit rate 11.25% (June 30, 2019: 10.25%) per anum .

These include a balance of Rs. 1.223 million (June 30, 2019: Rs.2.889 million) held with MCB Bank Limited (a
related party).

(Un-Audited) (Audited)
December 31, June 30,
2019 2019
BANK BALANCES Note @ = ==eeeee- (Rupees in '000) --------
- In savings accounts 5.1 2,438,475 660,792
- In current accounts 5.2 1,238 2,905
2,439,713 663,697
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2019

(Un-Audited) (Audited)
December 31, June 30,
2019 2019
Note @ = =-meeee (Rupees in '000) --------
6.3 Net unrealised loss on revaluation of investments
at fair value through profit or loss'
Market value of investments 6.1 &6.2 2,316,628 472,627
Carrying value of investments 6.1 &6.2 (2,315,866) (473,390)
762 (763)
7. PAYABLE TO MCB-ARIF HABIB SAVINGS AND INVESTMENTS LIMITED —
MANAGEMENT COMPANY
Management remuneration payable 7.1 2,835 672
Sindh Sales Tax on management remuneration payable 369 87
Sales Load Payable 323 -
Payable against allocated expenses 7.2 213 57
Marketing and selling expenses payable 7.3 934 -
4,674 816

7.1 As per amendment in the offering document, the management company with effect from August 08, 2019 charged
management fee at the rate of up to 10% of the gross earnings of the scheme, calculated on a daily basis. Provided
that fund is subject to a minimum fee of 0.5% of the average daily net assets of the scheme.

7.2  Uptil June 19, 2019 in accordance with Regulation 60 of the NBFC Regulations, the Management Company was
entitled to charge expenses related to registrar services, accounting, operations and valuation services, related to
a Collective Investment Scheme (CIS) at the rate of 0.1% of the average annual net assets of the scheme or actual
whichever is less. SECP vide SRO 639(1)/2019 dated June 20, 2019 has removed the maximum cap of 0.1% and
resultantly, during the current period, the Management Company has charged actual expenses.

7.3 SECP vide SRO 639(1)/2019 dated June 20, 2019 has allowed the Asset Management Companies to charge selling
and marketing expenses to all categories of open-end mutual funds (except fund of funds). It has also removed
maximum cap of selling and marketing expense of 0.4% per annum.

(Un-Audited) (Audited)
December 31, June 30,
2019 2019
Note @ - (Rupees in '000) --------
8. ACCRUED EXPENSES AND OTHER LIABILITIES
Provision for Sindh Workers' Welfare Fund 8.1 8,161 5511
Provision for Federal Excise Duty and related tax on 8.2

- Management fee 29,028 29,028
- Sales load 4,170 4,170
Withholding tax payable 760 57
Auditors' remuneration payable 277 346
Brokerage payable 207 68
Others 146 235
42,749 39,415
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)

FOR THE HALF YEAR ENDED DECEMBER 31, 2019

8.1

8.2

10.

1.

12.

13.

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, 2019. 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 December 31, 2019 would have been higher by
Re.0.19 per unit (June 30, 2019 Re. 0.47 per unit).

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, 2019. 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 December 31, 2019 would have been higher
by Re. 0.66 per unit (June 30, 2019: Re. 2.45 per unit).

CONTINGENCIES AND COMMITMENTS
There were no contingencies and commitments as at December 31, 2019 (June 30, 2019: Nil).
TAXATION

The Fund's income is exempt from income tax as per clause (99) of part | of the Second Schedule to the Income
Tax Ordinance, 2001 subject to the condition that not less than 90% of the accounting income for the year as
reduced by capital gains whether realised or unrealised is distributed amongst the unit holders by way of cash
dividend. Furthermore, as per regulation 63 of the Non-Banking Finance Companies and Notified Entities Regulation,
2008, the Fund is required to distribute 90% of the net accounting income other than unrealised capital gains to
the unit holders in cash. The Fund is also exempt from the provision of Section 113 (minimum tax) under clause
11A of Part IV of the Second Schedule to the Income Tax Ordinance, 2001. Since the management intends to
distribute the income earned by the Fund during the year ended 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.

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.

TOTAL EXPENSE RATIO

SECP, vide SRO no. 639 (1)/2019 dated June 20, 2019 enhanced the Total Expense Ratio from 2% to 2.5%. The
total expense ratio (annualized) of the Fund from July 1, 2019 to December 31, 2019 is 2.80% and this includes
0.54% representing government levy, Sindh Worker's Welfare Fund, SECP fee etc. This ratio is within the maximum
limit of 2.5% prescribed under the NBFC Regulations for a Collective Investment Scheme categorized as income
scheme.

TRANSACTIONS WITH CONNECTED PERSONS

Related parties / Connected persons of the Fund include the Management Company, other collective investment
schemes being 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 undertaking and
unit holders holding more than 10% units of the Fund.

Remuneration to the Management Company and Trustee are determined in accordance with the provisions of the
NBFC Regulations and the Trust Deed of the Fund. All other transactions with connected persons are in the normal
course of business and are carried out on agreed terms.

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:
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2019
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2019

13.2 Details of transactions with the connected persons / related parties during the period are as follows:
(Unaudited) (Unaudited)
December 31, December 31,
2019 2018
------ (Rupees in '000) ------
MCB-Arif Habib Savings and Investments Limited - 'Management Company
Remuneration of the Management Company including indirect taxes 18,321 2,854
Expenses allocated by the Management Company 930 346
Marketing And Selling expenses 1,300 -
Central Depository Company of Pakistan Limited - Trustee
Remuneration including indirect taxes 684 519
MCB Bank Limited
Mark-up on bank deposits 256 23
Bank charges 1" 2
Purchase of securities - face value 550 M (2018: Nil) 505,452 -
Sale of securities - face value 700 M (2018: 450 M) 612,972 446,479
Arif Habib Limited
Brokerage expense* 104 -
(Unaudited) (Audited)
13.3 Balances outstanding at period / year end: December 31, June 30,
2019 2019
------ (Rupees in '000) ------
MCB-Arif Habib Savings and Investments Limited - ‘Management Company
Remuneration payable to Management Company 2,835 672
Sales tax payable on remuneration to Management Company 369 87
Sale load payable 323 -
Selling and marketing payable 934 -
Expenses allocated by Management Company 213 57
Central Depository Company of Pakistan Limited - Trustee
Remuneration payable to Trustee 139 96
Sales tax payable on remuneration to Trustee 18
MCB Bank Limited
Bank balance 4,130 5,359
Mark-up receivable - 84
Sales load payable 8 72
Arif Habib Limited - Brokerage House
Brokerage payable* 60 -

The amount disclosed represents the amount of brokerage paid / payable to connected persons and not the purchase
or sale value of securities transacted through them. The purchase or sale value has not been treated as transactions
with connected persons as the ultimate counter-parties are not connected persons.
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14.

15.

(Un-Audited) (Audited)
December 31, June 30,
2019 2019
Note @~ - (Rupees in '000) --------
CASH AND CASH EQUIVALENTS
Balance with banks 5 2,439,713 663,697
Treasury bills maturing within 3 months 6.2 - 467,873
2,439,713 1,131,570

FAIR VALUE OF FINANCIAL INSTRUMENTS

IFRS 13 - 'Fair Value Measurement' establishes a single source of guidance under IFRS for all fair value measurements
and disclosures about fair value measurement where such measurements are required as permitted by other IFRSs.
It defines fair value as 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 (i.e. an exit price).

Financial assets which are tradable in an open market are revalued at the market prices prevailing on the close of
trading i.e. period end date. The estimated fair value of all other financial assets and financial liabilities is considered
not significantly different from book value as these are short term in nature.

The following table shows financial instruments recognized at fair value based on:

Level 1: quoted prices in active markets for identical assets or liabilities;

Level 2: those involving inputs other than quoted prices included in Level 1 that are observable for the asset or
liability, either directly (as prices) or indirectly (derived from prices); and

Level 3: those with inputs for the asset or liability that are not based on observable market data (unobservable
inputs).

The following table show the carrying amount and fair values of financial assets and financial liabilities including
the levels in the fair value hierarchy.

December 31, 2019 (Un-audited)

Carrying amount Fair value
Fair value Fair value
through  through other  Amortized Total Level1  Level2  Level3 Total
profitor  comprehensiv cost
loss e income

(Rupees in '000)

Financial assets measured at fair value

Market treasury bills 1,550,421 - - 1,550,421 - 1,550,421 - 1,550,421
Pakistan investment bonds 766,207 - - 766,207 - 766,207 - 766,207
2,316,628 - - 2,316,628 - 2,316,628 - 2,316,628

Financial assets not measured at fair value

Bank balances - - 2,439,713 2,439,713
Profit receivable - - 28,256 28,256
Other receivables - - 3,146 3,146

2,471,115 2,471,115

Financial liabilities not measured at fair value

Payable to the Management Company - - 4,674 4,674
Payable to the Trustee - - 157 157
Payable against purchase of investments - - 2,229,607 2,229,607
Accrued and other liabilities - - 630 630

2,235,068 2,235,068
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16

17.

June 30, 2019

Carrying amount Fair value
. Loans and
Fair value receivables /
through profit - Available-for- =y Total Level1  Level2  Level3 Total
or loss - held sale }
for tradin financial
9 liabilities
(Rupees in '000)
Financial assets measured at fair value
Market treasury bills 467,873 467,873 467,873 - 467,873
Pakistan investment bonds 4,754 4,754 4,754 - 4,754
472,627 472,627 472,627 - 472,627
Financial assets not measured at fair value
Bank balances 663,697 663,697
Profit receivable 2,822 2,822
Other receivables 78 78
666,597 666,597
Financial liabilities not measured at fair value
Payable to the Management Company 816 816
Payable to the Trustee 157 157
Payable against purchase of investments 2,229,607 2,229,607
Accrued and other liabilities 649 649
2,231,229 2,231,229

During the period ended December 31, 2019, there were no transfers between levels of fair value measurements,
and no transfer into and out of level 3 fair value measurements.

CORRESPONDING FIGURES

Corresponding figures have been rearranged and reclassified, wherever necessary, for the purpose of better

presentation and comparison.

DATE OF AUTHORISATION FOR ISSUE

These condensed interim financial information were authorised for issue on February 21, 2020 by the Board of

Directors of the Management Company.

For MCB-Arif Habib Savings and Investments Limited

(Management Company)

Yot

A

Chief Executive Officer

Chief Financial Officer

=

Director

93 MCB PAKISTAN SOVEREIGN FUND




MCB-Arif Habib Savings and Investments Limited
Head Office: 2nd Floar, Adamjee House, LI Chundrigar Road, Karachi, Pakistan.
LIAM: (#92-21) 11-11-62224 [11-11-MCB-AH], 111-468-378 (111-INVEST)
LIRL: www mchah com, Email; mfn@mrhnh com




