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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE HALF YEAR ENDED DECEMBER 31, 2021

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, 2021.

Economy and Money Market Review

The fiscal year started on strong note with government’s renewed focus on reviving growth, as new
finance minister announced several incentives in fiscal year 2022 (FY22) budget to spur growth. This was
in addition to lagged impact of monetary easing (6.25% drop since start of covid lockdowns), low inflation
and incentives on capital investment at lower rates (TERF), which further supported to growth premise.
However, the sharp recovery in domestic demand, coupled with rising international commodity prices, led
to a strong pick-up in imports and a commensurate increase in the current account deficit. Widening
deficit also reflected on the exchange rate as the rupee depreciated by 10.4% against USD during first
half of fiscal year ending June 2022 (1HFY22).

The country posted a current account deficit of USD 9.1bn in 1HFY22 compared to a surplus of USD
1.3bn in the corresponding period last year. This was the largest CAD since FY18, when country
witnessed a deficit of USD 8.7bn in first half of the fiscal year. The deterioration came in primarily on the
back of higher imports which grew by 56.9% in 1HFY22 compared to export growth of 29.0%. Trade
Deficit increased by 86.0% to USD 21.2bn compared to USD 11.4bn in same period last year. The
unprecedented increase in imports mainly came from historic high prices of our commodity basket
including crude oil, palm oil, coal coupled with one time vaccines imports. As per our estimates, prices
contributed more than two-third of the increase in import bill.

Foreign exchange reserves of central bank saw an increase of USD 0.4bn as Pakistan received USD
2.75 billion from the IMF under its new SDR allocation and USD 3bn from Saudi Arabia for reserve
support. The inflows helped in stabilizing forex reserves despite the huge current account deficit and due
repayments.

Inflation remained a concern as rising commodities continued to create challenges for policy makers.
Headline inflation represented by CPI averaged 9.8% in 1THFY22 compared to 8.6% in 1HFY21. The rise
mainly came from higher food prices, elevated energy costs (both electricity and fuel) and second round
impact of PKR depreciation, which keeps the prices of imported commodities high. Core inflation as
measured by Non Food Non Energy also depicted an upward trend as it increased to 8.5% in December
2021 compared to 6.9% in June 2021. The SBP increased policy rate by a cumulative 275bps to 9.75% in
this half to counter inflationary pressures and slow aggregate demand.

On the fiscal side FBR tax collection increased by 32.5% in 1HFY22 to PKR 2,920bn compared to PKR
2,204bn during same period last year. This exceeded the target of 2,633bn by 287bn.The improved tax
collection was primarily on the back of higher custom duty and sales tax collected due to higher imports.

Secondary markets yields have increased significantly in the half as SBP started the monetary tightening
cycle. The recent depreciation in rupee along with persistently high commodity prices will add pressure to
inflation and we expect average FY22 inflation to clock at 11.7% above the range of 9-11% forecasted by
SBP. Bond yields for tenors of 3 years, 5 years and 10 years witnessed a rise of 1.7%, 1.5% and 1.2%,
respectively during the period.

FUND PERFORMANCE

During the period under review, the fund generated an annualized return of 9.64% as against its
benchmark return of 8.74%. At period-end, the fund decreased its exposure in cash to 52.9% from 57.2%.
The Net Assets of the Fund as at December 31, 2021 stood at Rs. 708 million as compared to Rs. 738
million as at June 30, 2021 registering a decline of 4.07%.

The Net Asset Value (NAV) per unit as at December 31, 2021 was Rs. 55.91 as compared to opening
NAV of Rs. 53.32 per unit as at June 30, 2021 registering an increase of Rs. 2.59 per unit.
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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE HALF YEAR ENDED DECEMBER 31, 2021

Economy & Market — Future Outlook

The policy makers have moved their focus from growth to macroeconomic consolidation in view of
elevated current account deficit and higher inflation trajectory. The SBP took a number of measures to
curtail aggregate demand and imports including monetary tightening, raising cash reserve requirement
and discouraging auto financing by banning financing of imported vehicle while capping financing
requirement to PKR 3mn for locally assembled cars. These steps have started yielding results with
imports receding from their historic high and currency depicting relative stability.

We expect GDP to grow by 4.6% this year slightly lower than the government target of 4.8%. We expect
Agriculture, Industrial and Services Sector to grow by 5.0%, 4.1% and 4.6% respectively. Industrial Sector
growth is likely to remain robust but below government target due to some demand compression as a
result of monetary tightening. Agriculture sector growth on the other hand is likely to exceed government
estimates due to expected bumper wheat and cotton crop. The Covid Vaccination roll out has been quite
successful which is anticipated to unleash Services growth as this segment was the most affected by the
pandemic.

The persistently elevated international commodities prices especially petroleum, palm oil, coal, fertilizers
and steel, has led to a strong pick-up in imports and a rise in the current account deficit, which we expect
to close the year around USD 16 billion (4.3% of GDP). This would be the largest current account deficit
since fiscal year 2018, when the country posted CAD of USD 19.2 billion (6.1% of GDP). Responding to a
high CAD, we expect PKR to depreciate further to end the fiscal year near PKR 183 against a dollar.

Successful continuation of the IMF program will be a key prerequisite to keep the financial account in
positive zone. The SBP is expected to continue to discourage unnecessary imports and use flexible
market determined exchange rate and appropriate monetary policy setting to ensure sustainable external
account position. The remittances along with bilateral and multilateral flows would also be crucial in
managing our external position.

The expected rise in energy tariffs, currency depreciation and higher international commodities prices will
lead to increase in inflation in this year. We expect inflation to remain in double digits for rest of the fiscal
year to average around 11.7% for year. SBP has increased policy rate by a cumulative 275bps to 9.75%
to counter inflationary pressures and ensure that growth remains sustainable. It has indicated that its goal
to achieve mildly positive interest rate on a forward-looking basis was now close to being achieved.
However, the recent surge in international oil prices poses upside risk to the equation. We expect interest
rates to rise around 10%-10.5% by the end of fiscal year.

From capital market perspective, particularly equities, the recent correction in stock prices have opened
up valuation. The market has priced in expected interest rate increase and currency depreciation. Market
cap to GDP ratio has declined to 14.4%, a discount of 57% from its historical average. Similarly, risk
premiums are close to 5.9%, compared to historical average of 1.9% signifying abnormal returns for long
term investors. We believe a micro view of sectors and stock will remain important and investment
selection should focus on companies which trade at a deep discount to their intrinsic value. The market is
currently trading at PER of 5.5x, while offering a dividend yield of 8.2%.

For debt holders, we expect Money Market Funds to continue to seamlessly mirror policy rates throughout
the year. On the other hand, government bonds yields may continue to remain at elevated levels given
expected increase in interest rates. We remain cautious at the current levels of bond yields and would
continue to monitor the data points to capitalize on opportunities.

Mutual Fund Industry Review
The Net Assets of the open end mutual fund industry increased by about 7.0% during the half to PKR

1,090bn at the end of 1HFY22. Total money market funds grew by about 19.9% since June 2021. Within
the money market sphere, the conventional funds dominated as they grew by about 33.9% to PKR 382bn
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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE HALF YEAR ENDED DECEMBER 31, 2021

while Islamic funds declined by 2.3% to PKR 178bn. In addition, the total fixed Income funds increased by
about 0.9% since June 2021, as the conventional income funds declined by 3.7% to PKR 121bn. Equity
and related funds declined by 8.1% as market witnessed a decline in the half eroding AUMS as concern
over macroeconomic and geopolitical factors kept investors at bay.

In terms of the segment share, Money Market funds were the leader with a share of around 51.4%,
followed by Equity and Equity related funds with a share of 25.2% and Income funds having a share of
22.7% as at the end of 1HFY22.

Mutual Fund Industry Outlook

The recent increase in interest rates along with prospect of further monetary tightening would increase
flows in the money market funds. The money markets funds by virtue of its short duration would be the
ideal for investors with a short term horizon and low risk profile. However recent correction in stock prices
have opened up valuations and long term investors would look to add equity exposure at these attractive
levels. Our operations remained seamless and given our competitive edge due to aggressive investment
in digital access and online customer experience, the environment provides an opportunity with growing
number of investors available online.

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,

On behalf of Directors,

s -

Muhammad Saqib Saleem Nasim Beg
Chief Executive Officer Director/Vice Chairman
February 08, 2022 February 08, 2022
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TRUSTEE REPORT TO THE UNIT HOLDERS

CENTRAL DEPOSITORY COMPANY
OF PAKISTAN LIMITED

Head Office:

CDC House, 99-B, Block ‘B
S.M.C.H.S., Main Shahra-e-Faisal
Karachi - 74400, Pakistan.
Tel:(92-21)111-111-500

Fax: (92-21) 34326021 - 23

URL: www.cdcpakistan.com

Email: info@cdcpak.com

¥ )

Lo ’ SGS

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, 2021 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.

I
WY Mew !

Badiuddin Akber

Chief Executive Officer

Central Depository Company of Pakistan Limited

Karachi: February 22, 2022
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AUDITOR’S REPORT TO THE UNIT HOLDERS
ON REVIEW OF CONDENSED INTERIM FINANCIAL STATEMENTS

» YOUSUF ADIL

I: +92 (0) 21 34

Fax:+92 (0) 21

ww.yousuf

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, 2021, and the related condensed interim income statement, condensed interim
statement of comprehensive income, condensed interim statement of movement in unit holders’ fund, condensed
interim statement of cash flow and notes to the condensed interim financial information (here-in-after referred to as
the ‘condensed interim financial information’), for the half year ended December 31, 2021. The Board of the
Management Company (MCB Arif Habib Savings and Investments Limited) is responsible for the preparation and
presentation of this condensed 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
condensed 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 condensed 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 and
reporting 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, 2021 and 2020, have
not been reviewed, as we are required to review only the cumulative figures for the half year ended December 31,
2021.

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

adl

harteréd| Accountants

Place: Kdrachi
Dated: February 21, 2022

Deloitte Touche Tohmatsu Limited
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CONDENSED INTERIM STATEMENT OF ASSETS AND LIABILITIES

AS AT DECEMBER 31, 2021

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 Central Depository Company of Pakistan Limited - Trustee
Payable to 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

(Un-audited)
December 31,
2021

(Audited)
June 30,

2021

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

735,594 776,052
639,958 569,132
11,515 7,790
2,858 3,024
1,389,925 1,355,998
1,284 1,018
38 47

74 252
645,623 569,468
1 1
35,032 47,282
682,052 618,068
707,873 737,930
707,873 737,930

12,661,495 13,838,923
---------------- (Rupees) ----------------
55.91 53.32

The annexed notes from 1 to 16 form an integral part of this condensed interim financial information.

For MCB-Arif Habib Savings and Investments Limited

(Management Company)

Chief Executive Officer

81

Chief Financial Officer

-

Director
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CONDENSED INTERIM INCOME STATEMENT (UN-AUDITED)

FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2021

INCOME

Income from government securities

Capital (loss) on sale of investments - net

Profit on bank deposits

Unrealised (diminution) / appreciation in fair value of
investments classified 'at fair value through profit or loss' - net

Total income

EXPENSES

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

Sindh Sales Tax on remuneration of the Management Company
Remuneration of the Central Depository Company of
Pakistan Limited - Trustee

Sindh Sales Tax on remuneration of Trustee

Securities and Exchange Commission of Pakistan - annual fee

Allocated expenses

Marketing and selling expenses

Brokerage expenses

Legal and professional expenses

Auditors' remuneration

Other expenses

Total expenses
Net income from operating activities
Reversal/ (provision) against Sindh Workers' Welfare Fund

Net income for the period before taxation

Taxation
Net income for the period after taxation
Allocation of net income for the period:

Net income for the period after taxation
Income already paid on units redeemed

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

Earnings per unit

71

7.3
7.4

8.1

10

1"

Half year ended
December 31,

Quarter ended
December 31,

2021 2020 2021 2020
------------------ (Rupees in '000) --------------------—-
27,694 58,009 14,217 27,041
(863) (9,650) (1,158) (4,810)
3,815 3,619 1,755 1,366
(519) (365) (670) 1,264
30,127 51,613 14,144 24,861
3,644 6,761 1,753 3,002
474 879 228 390
224 509 100 238
29 66 13 31
75 156 37 73
373 782 183 365
1,470 1,095 511 511
66 216 28 90
1,429 68 (6) 34
277 277 139 139
398 371 179 176
8,459 11,180 3,165 5,049
21,668 40,433 10,979 19,812
13,419 (809) - (396)
35,087 39,624 10,979 19,416
35,087 39,624 10,979 19,416
35,087 39,624 10,979 19,416
(3,017) (4,728) (1,752) (2,769)
32,070 34,896 9,227 16,647
32,070 34,896
32,070 34,896

The annexed notes from 1 to 16 form an integral part of this condensed interim financial information.

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

-~

Chief Executive Officer
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Chief Financial Officer

-

Director
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CONDENSED INTERIM STATEMENT OF OTHER COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2021

Half year ended Quarter ended
December 31, December 31,
2021 2020 2021 2020
------------------------- (Rupees in '000) ----=========m=mmm-meem-
Net income for the period after taxation 35,087 39,624 10,979 19,416
Other comprehensive income for the period
39,624 10,979 19,416

Total comprehensive income for the period 35,087

The annexed notes from 1 to 16 form an integral part of this condensed interim financial information.

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

Vo Aol -

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, 2021

Net assets at beginning of the period

Issue of 5,367,427 units (2020: 2,766,931 units):
- Capital value (at net asset value per unit at

the beginning of the period)
- Element of income

Redemption of 6,544,855 units (2020: 11,203,152 units):
- Capital value (at net asset value per unit at the
beginning of the period)
- Amount paid out of element of Income relating to net
income for the period after taxation

Total comprehensive income for the period
Net assets as at the end of the period
Undistributed loss brought forward

- Realised
- Unrealised

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

Undistributed loss carried forward
- Realised
- Unrealised

Net assets value per unit as at beginning of the period

Net assets value per unit as at end of the period

Half year ended December 31,

2021

2020

(Rupees in '000)

Capital Accumulated Total Capital Accumulated Total
Value loss Value loss
1,445,573 (707,643) 737,930 2,523,996 (707,606) 1,816,390
286,191 - 286,191 147,394 - 147,394
9,537 - 9,537 1,043 - 1,043
295,728 - 295,728 148,437 - 148,437
(348,972) - (348,972) (596,792) - (596,792)
(8,884) (3,017) (11,901) (497) (4,728) (5,225)
(357,856) (3,017) (360,873) (597,289) (4,728) (602,017)
- 35,087 35,087 - 39,624 39,624
1,383,445 (675,573) 707,873 2,075,144 (672,710) 1,402,434
(707,648) (708,640)
5 1,034
(707,643) (707,606)
32,070 34,896
32,070 34,896
(675,573) (672,710)
(675,054) (672,345)
(519) (365)
(675,573) (672,710)
--- (Rupees) --- --- (Rupees) ---
53.32 53.27
55.91 54.65

The annexed notes from 1 to 16 form an integral part of this condensed interim financial information.

For MCB-Arif Habib Savings and Investments Limited

(the Management Company)

-~

Chief Executive Officer
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Chief Financial Officer

-

Director
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CONDENSED INTERIM STATEMENT OF CASH FLOWS (UN-AUDITED)
FOR THE HALF YEAR DECEMBER 31, 2021

CASH FLOWS FROM OPERATING ACTIVITIES

Net income for the period before taxation

Adjustments for non cash and other items:

Unrealised diminution / (appreciation) in fair value of investments
classified 'at fair value through profit or loss' - net

(Reversal)/ provision for Sindh Workers' Welfare Fund

(Increase) / decrease in assets
Investments

Profit receivable

Advances and prepayments

(Decrease) / Increase in liabilities

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

Payable to Securities and Exchange Commission of Pakistan

Payable against purchase of investments

Accrued expenses and other liabilities

Net cash generated from operating activities
CASH FLOWS FROM FINANCING ACTIVITIES

Receipts from issuance of units
Payments on redemption of units

Net cash used in financing activities

Net (decrease)/ increase in cash and cash equivalents during the period
Cash and cash equivalents at beginning of the period

Cash and cash equivalents at end of the period

Half year ended
December 31,

2021

2020

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

35,087 39,624
519 365
(13,419) 809
22,187 40,798
(71,345) (767,585)
(3,725) (11,034)
166 1,868
(74,904) (776,751)
267 (1,123)

9) (69)

(178) (289)
76,155 2,608,910
1,168 (3,567)
77,403 2,603,862
24,687 1,867,909
295,728 148,437
(360,873) (602,017)
(65,145) (453,580)
(40,458) 1,414,329
776,052 1,352,825
735,594 2,767,154

The annexed notes from 1 to 16 form an integral part of this condensed interim financial information.

For MCB-Arif Habib Savings and Investments Limited

(the 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 HALF YEAR ENDED DECEMBER 31, 2021

1. LEGAL STATUS AND NATURE OF BUSINESS

MCB Pakistan Sovereign Fund (the Fund) was established under a Trust Deed executed between Arif Habib Investments
Limited as Management Company and Habib Metropolitan Bank Limited as Trustee. Pursuant to the merger of MCB
Asset Management Limited and Arif Habib Investment Limited, the name of the Management Company has been
changed from Arif Habib Investments Limited to MCB—Arif Habib Savings and Investments Limited with effect from June
27, 2011. 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 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, [repealed by the Non-Banking Finance Companies (Establishment and Regulations) Rules, 2003 (the NBFC
Rules). The Trust Act, 1882 has been repealed due to the promulgation of Provincial Trust Act namely “Sindh Trusts Act,
2020” (the Sindh Trust Act) as empowered under the Eighteenth Amendment to the Constitution of Pakistan. The Fund is
required to be registered under the Sindh Trust Act. Accordingly, on August 13, 2021 the above-mentioned Trust Deed
has been registered under the Sindh Trust Act.

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 situated at
2nd Floor, Adamjee House, I.I. Chundrigar Road, Karachi, Pakistan.

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. 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 Fund is listed on the Pakistan Stock Exchange Limited.

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 Pakistan Credit Rating Agency (PACRA) Limited has assigned an asset manager rating of AM1 dated October 06,
2021 to the Management Company and has assigned stability rating of "AA-(f)" dated September 9, 2021 to the Fund.

The 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 PREPARATION
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:

- 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, 2021.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)

FOR THE HALF YEAR ENDED DECEMBER 31, 2021

5.1

5.2

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, 2021.

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 audited financial statements of the Fund as at and for the year
ended June 30, 2021.

The preparation of this 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 audited financial statements as at and for the year ended June 30,
2021.

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 objective and policies are consistent with those disclosed in the annual audited financial
statements of the Fund as at and for the year ended June 30, 2021.

(Un-audited) (Audited)
December 31, June 30,
2021 2021
Note  -——--- (Rupees in '000) --------
BANK BALANCES

Savings accounts 5.1 731,444 775,093
Current accounts 5.2 4,150 959
735,594 776,052

These carry mark-up at rates ranging between 5.50% to 12.30% (June 30, 2021: 5.50 to 11.25%) per annum and include
bank balance of Rs. 0.022 million (June 30, 2021: Rs.0.025 million) maintained with MCB Bank Limited (a related party)
which carries profit rate 5.50% (June 30, 2021: 5.50%) per annum .

These include a balance of Rs. 4.14 million (June 30, 2021: Rs.0.95 million) held with MCB Bank Limited (a related party).

(Un-audited) (Audited)
December 31, June 30,
2021 2021
Note ~  -——-- (Rupees in '000) ------
INVESTMENTS
Financial assets 'at fair value through profit or loss' 6.1
Government Securities
Pakistan Investment Bonds 6.1.1 5,343 5,643
Pakistan Investment Bonds - Floating Rate Bond (FRB) 6.1.2 586,771 191,092
Market Treasury Bills 6.1.3 47,844 372,397
639,958 569,132
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN
FOR THE HALF YEAR ENDED DECEMBER 31, 2021

4} 260°L6L  696'06) 1202 ‘0€ dunr je sy
(s€2) LLL98S  900°L8S 1202 ‘1€ Joquiadaq je sy
95°9% oLz (z02) 066'/6Z ¢6L'86C  000°00€ 000009 000006 - 1202 ‘9z ¥snbny sieah z - gy spuog Juswisenu| uejsiyed
- - - - - - 000051 00005} - 0202 ‘ZZ 189010 sieah ¢ - Y4 spuog Jusuisenu| ueisiyed
z8°61 g8l (£2) 0v0'86 19086 000001 000°0G€ 000°0S¥ - 1202 ‘9 feiN sieah G - gy spuog Jusuisaau| ueisiied
Lyl 9,21 (2) 1GE'06  8SE'06 00006 000081 000081 00006 6102 ‘gz Isnbny
69°Gl 8Lyl z 06£'00L  68£00L  000'00} 000'00¢ 000°00€  000°00} 6102 ‘sz Ainp s1esh 0} - g4 SpuOg JuBLSBAU| UBJSEd
% (000, ut saadny)
Siusuisaau Sjosse jau Jo 1202 poviad pouad
[e}0} Jo oBejusoIad (uopnuiwip) | anfea ONEA | oquisag| P Bupinp - m.z_ np | V20210
abejusosad Juonerdaiddy | joxysep | Buihued painjew Ainp je sy anssi jo sjeq £noas Jo sweN
e sy je sy paseyaind : >
e sy | PloS
anjeA jayie\ 1202 ‘L€ Jaquiadaq je sy anjeA aoe4
gy spuog Juaw)sau| uejsiyed - Sa131INI3S JUBWUIIAOL)
(9e1) £¥9'G 6L1'S 1202 ‘0¢ dunr je sy
(922) £ve's 619's 120 ‘L€ Joquiadaq je sy
£8°0 G0 (922) ere's 619'G 008'S - - 005G 002 ‘01 eunr s1eaf Oz - spuog Jusuisenu| uejsiyed
- - - - - - 000'00% 000°00% - 0202 ‘Sl 48900
- - - - - - 000002 000'002 - 020z ‘zL AInp sieah G - spuog JusW)Sanu| uejsiyed
- - - - - - 000001 000°004 - 0202 ‘0z ¥snbny siesk ¢ - spuog Juswisanu| ueisiied
% (000, ut saadny)
Siusunsaau sjosse jJau Jo 1202 potiad pouad
[8}0} Jo oBejusoiad (uoynuiwip) | anjea NEA 1 o aquisssg| P Bunnp o m.___ np | FE0Z10
abejuaosad | uopedaiddy | jesey | Buikued painjew Ainp e sy anssi Jo ajeq fyunoas Jo aweN
esy je sy paseyaind : :
e sy | PIoS
an|eA Ja)ie N 1202 ‘1€ J9qwaa( Je sy anjeA aoe4

Spuog JUsW}SaAU| Uejsiyed - SaNJ1INI3S JUSIUIBAOL)

,550] 10 Jiyoid yBnoay} anjeA Jiey je, sjasse [ejoueul

(A%

1’19

1’9

(]
Z
S
L
z
o
i
04
W
>
o
7
2
T
24
<
o
1]
O
=




AUDITED)

NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN

FOR THE HALF YEAR ENDED DECEMBER 31, 2021
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2021

(Un-audited) (Audited)
December 31, June 30,
2021 2021
Note @ - (Rupees in '000) --------
6.1.4 Net unrealised (diminution) / appreciation on revaluation
of investments at fair value through profit or loss’
Market value of investments 6.1.1,6.1.2, &6.1.3 639,958 569,132
Carrying value of investments 6.1.1,6.1.2, &6.1.3 (640,476) (569,127)
(519) 5
7. PAYABLE TO MCB-ARIF HABIB SAVINGS AND INVESTMENTS LIMITED
— MANAGEMENT COMPANY
Management remuneration payable 71 631 588
Sindh Sales Tax on management remuneration payable 7.2 82 76
Payable against allocated expenses 7.3 60 63
Payable against marketing and selling expenses 7.4 511 291
1,284 1,018
71 As per regulation 61 of the NBFC and Notified Entities Regulations, 2008, the Management Company is entitled to a remuneration

equal to an amount not exceeding the maximum rate of the management fee as disclosed in the Offering Document subject to
the total expense ratio limit. As per offering document, the Management Company can charge management fee up to 10% of the
gross earnings of the fund, calculated on daily basis. Provided that fund is subject to a minimum fee of 0.5% of the average daily
net asset of the scheme. The remuneration is payable to the Management Company monthly in arrears.

Subsequent to the period end, with effect from January 07, 2022, the minimum fee of 0.5% has been removed through
supplement offering document dated December 31, 2021.

7.2 Sales tax on management remuneration has been charged at the rate of 13% (2020: 13%).

7.3 In accordance with Regulation 60 of the NBFC Regulations, the Management Company is entitled to charge fees and expenses
related to registrar services, accounting, operation and valuation services, related to a Collective Investment Scheme (CIS).

Until June 19, 2019 there was a maximum cap of 0.1% of the average annual net assets of the scheme or actual whichever is
less, for allocation of such expense to the Fund. However, the SECP vide its SRO 639 dated June 20, 2019 removed the
maximum cap of 0.1%.

The Management Company has allocated expenses to the Fund based on its discretion subject to not being higher than actual
expense.

7.4 The SECP has allowed the Asset Management Companies to charge selling and marketing expenses to all categories of open-
end mutual funds (except fund of funds) initially for a period of three years (i.e. from January 1, 2017 till December 31, 2019). The
maximum cap of selling and marketing expense was 0.4% per annum of the average daily net assets of the Fund or actual
expenses whichever is lower.

In the financial year 2019-20, the SECP through its circular 11 dated July 5, 2019 has revised the conditions for charging of
selling and marketing expenses to a Fund. As per the revised guidelines, the maximum cap of 0.4% per annum has been lifted
and now the asset management company can charge selling and marketing expenses to the Fund based on its discretion subject
to the approval of Board of Directors and not being higher than actual expenses. Furthermore, the time limit of three years has
also been removed in the revised conditions.

(Un-audited) (Audited)
December 31, June 30,
2021 2021
Note @  -—--—-- (Rupees in '000) --------
8. ACCRUED EXPENSES AND OTHER LIABILITIES
Provision against Sindh Workers' Welfare Fund 8.1 - 13,419
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 64 167
Auditors' remuneration payable 278 382
Brokerage payable 25 12
Others 1,467 104
35,032 47,282
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2021

8.1 Provision against Sindh Workers' Welfare Fund (SWWF)

During the period, SRB through its letter dated August 12, 2021 has intimated MUFAP that the mutual funds do not qualify
as Financial Institutions / Industrial Establishments and are therefore, not liable to pay the SWWF contributions.
Accordingly all Asset Management Companies, in consultation with SECP, reversed the cumulative provision for SWWF,
on August 13, 2021.

8.2 Federal Excise Duty (FED) 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 audited annual financial statements of the Fund for
the year ended June 30, 2021. Had the said provision for FED not been recorded in this condensed interim financial
information of the Fund, the net asset value of the Fund as at December 31, 2021 would have been higher by Rs. 2.62 per
unit (June 30, 2021: Re. 2.4 per unit).

9. CONTINGENCIES AND COMMITMENTS

As reported in the annual audited financial statements of the Fund for the year ended June 30, 2021, an ex-parte income
tax order was passed for Tax Year 2015 through which a tax demand of Rs. 309,896,010 was raised by the concerned
Additional Commissioner Inland Revenue (ACIR) of Federal Board of Revenue (FBR) by rejecting the Fund’s claim for
income tax exemption under Clause (99) contained in Part | of the Second Schedule to the Income Tax Ordinance, 2001.

During the period under review, the Assessment Order as issued by ACIR has been remanded back by Commisioner
Appeals (CIRA). Remand Back Order u/s 129(1) of ITO, 2001 was issued on 25 Nov 2021, after which no Order has yet
been issued from FBR.

10. TAXATION

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

1. 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.

12. TOTAL EXPENSE RATIO

The total expense ratio (annualized) of the Fund from July 1, 2021 to December 31, 2021 is 2.26% (December 31, 2020:
1.53%) and this includes 0.16% (December 31, 2020: 0.24%) representing government levy, Sindh Worker's Welfare
Fund, SECP fee etc.

13. TRANSACTIONS WITH RELATED PARTIES / CONNECTED PERSONS

Related parties / connected persons of the Fund include MCB-Arif Habib Savings and Investments Limited (being the
Management Company) and its related entities, the Central Depository Company of Pakistan Limited (being the Trustee
of the Fund), other collective investment schemes and pension schemes managed by the Management Company, any
person or trust beneficially owning (directly or indirectly) ten percent or more of the capital of the Management Company
or the net assets of the Fund and directors, key management personnel and officers of the Management Company.

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

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.
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13.2 Details of transactions with the related parties / connected persons during the period are as follows:

MCB-Arif Habib Savings and Investments Limited - Management Company

(Unaudited)
December 31,

(Unaudited)
December 31,

2021

2020

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

Remuneration of the Management Company including indirect taxes 4,118 7,640
Expenses allocated by the Management Company 373 782
Marketing and Selling expenses 1,470 1,095
Central Depository Company of Pakistan Limited - Trustee
Remuneration including indirect taxes 253 575
MCB Bank Limited - Parent of the Management Company
Mark-up on bank deposits 5 46
Bank charges 8 35
Purchase of securities - face value Nil (2020: 1,250 million) - 1,213,999
13.3 Balances outstanding at period / year end:
(Unaudited) (Audited)
December 31, June 30,
2021 2021
------ (Rupees in '000) ------
MCB-Arif Habib Savings and Investments Limited - ‘'Management Company
Remuneration payable to Management Company 631 588
Sales tax payable on remuneration to Management Company 82 76
Expenses allocated by Management Company 60 63
Selling and marketing payable 511 291
Central Depository Company of Pakistan Limited - Trustee
Remuneration payable to Trustee 34 42
Sales tax payable on remuneration to Trustee 4 5
MCB Bank Limited - Parent of the Management Company
Bank balance 4,164 975

The amount disclosed represents the amount of brokerage paid / payable to related party / 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 related party / connected persons as the ultimate counter-parties are not related party / connected
persons.

14. 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).
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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, 2021 (Un-audited)

Carrying amount Fair value
Fair value
through — Amortized Total Level1 Level2 Level3 Total
profit or cost
loss
(Rupees in '000)
Financial assets measured at fair value
Pakistan Investment Bonds 5,343 - 5,343 - 5,343 - 5,343
Pakistan Investment Bonds - Floating Rate Bond 586,771 - 586,771 - 586,771 - 586,771
Market treasury bills 47,844 - 47,844 - 47,844 - 47,844
639,958 - 639,958 - 639,958 - 639,958
Financial assets not measured at fair value
Bank balances - 735,594 735,594
Profit receivable - 11,515 11,515
Other receivables - 1 1
- 747,110 747,110
Financial liabilities not measured at fair value
Payable to the Management Company - 1,284 1,284
Payable to the Trustee - 38 38
Payable against purchase of investments - 645,623 645,623
Accrued and other liabilities - 1,770 1,770
- 648,715 648,715
June 30, 2021 (Audited)
Carrying amount Fair value
Fair value .
through Ams(;tsltsed Total Level 1 Level 2 Level 3 Total

profit or loss

(Rupees in '000) --

Financial assets measured at fair value

Market treasury bills 372,397 - 372,397 - 372,397 - 372,397
Pakistan investment bonds FRB 191,092 - 191,092 - 191,092 - 191,092
Pakistan investment bonds 5,643 - 5,643 - 5,643 - 5,643

569,132 - 569,132 - 569,132 - 569,132

Financial assets not measured at fair value

Bank balances - 776,052 776,052
Profit receivable - 7,790 7,790

- 783,842 783,842

Financial liabilities not measured at fair value

Payable to the Management Company - 942 942
Payable to the Trustee - 42 42
Accrued and other liabilities - 498 498

- 1,482 1,482

During the period ended December 31, 2021, there were no transfers between levels of fair value measurements, and no transfer into and
out of level 3 fair value measurements.

94 MCB PAKISTAN SOVEREIGN FUND




NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2021

15 CORRESPONDING FIGURES

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

16. DATE OF AUTHORISATION FOR ISSUE

This condensed interim financial information was authorised for issue on February 08, 2022 by the Board of
Directors of the Management Company.

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

Vs Aol 7

Chief Executive Officer Chief Financial Officer Director
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MCB-Arif Habib Savings and Investments Limited
Head Office: 2nd Floor, Adamjee House, I.I. Chundrigar Road, Karachi
UAN: (+92-21) 11-11-622-24 (11-11-MCB-AH)

URL: www.mcbah.com, Email: info@mcbah.com
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