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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE YEAR ENDED JUNE 30, 2022

Dear Investor,

On behalf of the Board of Directors, we are pleased to present MCB Pakistan Dividend Yield Plan
accounts review for the year ended June 30, 2022 (launched on June 29, 2022).

Economy and Money Market Review

Fiscal year 2022 (FY22) remained a difficult year for Pakistan as the country faced multiple challenges on
macroeconomic front along with political uncertainty. While the economy weathered the Covid challenge
relatively well, reopening of global economies and supply chain disruptions stimulated a spike in global
commodity prices increasing pressure on trade deficit. Russia- Ukraine war pushed the commodity prices
even further, exacerbating the already widening trade deficit with highest ever import bill during the year. A
spike in energy and food prices coupled with a weak exchange rate led to a sharp pickup in domestic
inflation. Commodity price led Inflationary trends were also visible in global economies particularly US and
Eurozone and consequent tightening has raised fears of a broader recession.

Pakistan’s economy was already coping with macroeconomic challenges and the political upheaval further
aggravated the situation. The elevated political noise led to populist measures like fuel and power subsidies
undermining the much needed fiscal adjustments. In addition, an unscheduled change of country’s
leadership and ensuring political uncertainty led to delay in policy actions and adjustments needed for IMF
program.

The country posted a current account deficit of USD 15.2bn in 11MF Y22 compared to a deficit of USD 1.1bn
in the corresponding period last year. This was the largest CAD since FY18, when country witnessed a
deficit of USD 15.9bn in first eleven months of the fiscal year. The deterioration came in primarily on the back
of higher imports which grew by 36.5% in 11MMFY22 compared to export growth of 26.7%. Trade Deficit
increased by 45.5% to USD 36.1bn compared to USD 24.8bn in the 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.

Foreign exchange reserves of central bank declined by USD 7.4bn in FY22 on account of higher current
account deficit and debt repayments. In addition, delay in IMF program led to slowdown in other foreign
inflows which dragged the reserves to USD 9.8bn, implying an import cover of 1.7 months. These outflows
coupled with widening current account deficit led PKR to weaken by 23.0% against USD since start of the
fiscal year.

Inflation remained highly concerning as rising commodities continued to create challenges for policy makers.
Headline inflation represented by CPI averaged 12.1% in FY22 compared to 8.9% in FY21. The rise mainly
came from higher food prices, elevated energy costs (both electricity and fuel) and second round impact of
PKR depreciation, which kept the prices of imported commodities high. Core inflation as measured by Non
Food Non Energy also depicted an upwards trend with an increase of 12.3% in June 2022 compared to 6.9%
in June 2021. Expectations of above 20% in the next fiscal year along with weak fiscal framework, led SBP
to increase policy rate by a cumulative 625bps to 13.75% in the fiscal year to counter inflationary pressures
and slowdown the overall aggregate demand. It further increased policy rate by 125 basis points to 15% in
July-22.

On the fiscal side, FBR tax collection increased by 29.1% in FY22 to PKR 6,125bn compared to PKR
4,744bn during the same period last year. This exceeded the target by 25bn. The improved tax collection
was primarily on the back of higher customs duty and sales tax collected due to higher imports.

Secondary markets yields have increased significantly in FY22 as SBP started the monetary tightening cycle.
The depreciation in the rupee along with persistently high energy prices will add pressure to inflation and we
expect average inflation numbers to remain elevated in medium term. Bond yields for tenors of 3 years, 5
years and 10 years witnessed a rise of 4.5%, 3.4% and 3.0%, respectively during the period.

Equity Market Review

After posting a healthy gain of 38% in FY21, the benchmark KSE-100 Index corrected by 12.3% in FY22,
losing 5,815 points to end the year at 41,541 points. The market remained volatile throughout the year, but
took a downturn in the second half of the fiscal year as Russia-Ukraine war worsened several
macroeconomic indicators fueling concern over external account position. The widening current account
deficit, rapidly depleting reserves (PKR touching an all-time low of PKR211/USD), downgrade of Pakistan’s
outlook to negative by Moody’s, and delay in the approval of IMF’s sixth and seventh review created default
fears among the investors. In addition, a high inflationary environment caused by a global commodity super
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cycle, rupee depreciation, and rising interest rates further added to the investors’ woes. Moreover, the
budget also proved to be a negative event for the market, incorporating painful but necessary measures to
enhance revenue collection and control expenditures in line with the IMF’s direction.

Fertilizer and Chemical were the outperformers during the year, posting a return of 13.9% and 6.1%,
respectively. On the contrary, Cement remained the worst performing sector with a negative return of -43.8%
thanks to rising international coal prices (+189% YoY to USD 332/ton). Average traded volume and val ue
during FY22 went down by 45% (291mn shares) and value by 54% (USD 55mn), respectively.

During the year, MSCI reclassified Pakistan from the Emerging Markets Index to Frontier Markets Index. As
a result, Foreign investors offloaded USD 298mn worth of equities during FY22. Individuals were the major
buyers followed by Banks/DFls. They bought shares worth USD 157mn and USD 115mn, respectively.

FUND PERFORMANCE

During the period under review, the fund posted a return of -0.31% against 0.62% for the benchmark. The
fund was 99.9% invested in Cash as at 30" June, 2022.

The Net Assets of the Fund as at June 30, 2022 stood at Rs. 110 million.

The Net Asset Value (NAV) per unit as at June 30, 2022 was Rs. 99.6871.

Economy & Market — Future Outlook

The government has taken several harsh steps including increasing petroleum, electricity and gas prices to
meet the IMF prior conditions. It has also increased interest rate to 15% and made changes in the FY23
Budget to targets primary fiscal surplus in FY23. These steps have led to a successful staff level agreement
with IMF and should pave the way for the disbursement of USD 1.2bn from the fund under the combined 7th
and 8th review of the Extended Fund Facility (EFF). The government was also able to convince IMF to
increase funding by USD 1 billion to USD 7 billion and extend the duration till June 2023 compared to
September 2022 earlier. IMF program shall provide stability to the external account and provide a window to
policy makers requiring continued fiscal discipline and measured trade account policies in the short term
while focus on the economic policies that can support sustainable growth in the long term.

Pakistan GDP growth clocked at 6.0% in FY22 with Agricultural, Industrial and Services sector grew by
4.4%, 7.2% and 6.2% respectively. However, we expect GDP growth to sharply decline to a range of 2.5-
3.0% in FY23. The monetary tightening and rupee devaluation would lead to slowdown in economy and
would impact industrial growth. The government is also focusing on controlling imports to curtail current
account deficit which would affect services sector growth.

The international commodities have eased from their recent high but energy prices remain stubbornly high.
We expect the government to keep a tight leash on imports and discourage unnecessary dollar outflows. The
imports are expected to decrease by 14% YoY to USD 63bn as we will withess volumetric compression in
several segments of the economy. Thus we expect the current account deficit to ease to USD 7.6bn (2.0% of
GDP) in FY23 compared to expected current account deficit of USD 16.5bn (4.2% of GDP) in FY22.
Successful resumption of the IMF program will be a key prerequisite to keep the financial account in positive
zone as we await funding commitment from friendly countries. Sustaining remittances along with bilateral
and multilateral flows would also be crucial in managing our external position. USD/PKR is trading in a range
of 225-230 due to ensuing political uncertainty and delay in IMF tranche. We expect Rupee to recover post
disbursement of IMF tranche along with receipts from friendly countries. We expect however USD/PKR to
depreciate by the close of fiscal year to 235.

CPI based inflation for June 2022 clocked at 21.3% on the back of increase in petroleum and electricity
prices as the relief measures announced by the previous government were reversed. We will witness the
second round impact of currency devaluation and petroleum price increase which will keep inflation elevated
for the remainder of the year. We expect FY23 average inflation to clock at 21.8%. SBP increased the policy
rate to 15% to slowdown aggregate demand and ward off inflationary pressures. Increasing interest rate to
unnecessarily higher level impacts fiscal position and does little to tame cost push inflation. We thus SBP to
balance monetary tightening and fiscal costs by maintaining negative interest rates

From capital market perspective, particularly equities, the correction in stock prices has further opened up
valuation. The market has priced in the interest rate increase and currency depreciation. Market cap to GDP
ratio has declined to 10.1%, a discount of 52% from its historical average. Similarly, risk premiums are close
to 8.3%, compared to historical average of 2.2% signifying deep discount at which market is trading. We
believe a micro view of sectors and stock will remain important and investment selection should focus on
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companies which trade at a deep discount to their intrinsic value. The market is currently trading at PER of
4.7x, while offering a dividend yield of 9.5%.
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
inflationary pressure. 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 19.2% during FY22 to PKR
1,214bn. Total money market funds grew by about 43.8% since June 2021. Within the money market sphere,
the conventional funds dominated with a growth of about 56.4% to PKR 446bn while Islamic funds increased
by 24.1% to PKR 225bn. In addition, the total fixed Income funds increased by about 21.9% since June
2021, as the conventional income funds rose by 27.9% to PKR 161bn. Equity and related funds declined by
23.1% as market witnessed a decline in FY22 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 55.3%, followed
by Income funds with a share of 24.6% and Equity and Equity related funds having a share of 18.9% as at
the end of FY22.

Mutual Fund Industry Outlook

Increase in interest rates would encourage higher flows in the money market funds. Recent changes in
Finance Act 2023 also incentivize investors to save and invest through Mutual funds. Prevailing yields of
near 15% in fixed income funds are ideal for investors with a short term horizon and low risk profile. However
recent correction in stock prices has opened up valuations and long term investors would look to add equity
exposure at these highly 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.

Corporate Governance

The Fund is committed to implement the highest standards of corporate governance. The Board comprises
of eight (8) members including the Chief Executive Officer (CEO) and has a diverse mix of gender and
knowledge. The Board consists of 1 female and 7 male directors, categorized as follows:

4 Non — Executive Directors;

3 Independent Directors; and
1 Executive Director (CEO).

The details of above are as under:

Sr. Name Status Membership in other Board Committees
No.
1. Mr. Haroun Rashid Non-Executive Director None
2. Mr. Nasim Beg Non-Executive Director (i) Audit Committee; and
(i) HR&R* Committee
3. Mr. Ahmed Jahangir Non-Executive Director (i) Audit Committee; and
(i) HR&R* Committee.
4. Mr. Kashif A. Habib Non-Executive Director (i) Audit Committee
5. Syed Savail Meekal Hussain Independent Director (i) Audit Committee
(ii) HR&R* Committee
6. Mirza Qamar Beg Independent Director (i) Audit Committee (Chairman); and
(ii) HR&R* Committee (Chairman).
7. Ms. Mavra Adil Khan Independent Director (i) HR&R* Committee
8. Mr. Muhammad Saqib Saleem Executive Director (i) HR&R* Committee

*

HR&R stands for Human Resource and Remuneration.
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Management is continuing to comply with the provisions of best practices set out in the code of corporate
governance. The Fund remains committed to conduct business in line with listing regulations of Pakistan
Stock Exchange, which clearly defined the role and responsibilities of Board of Directors and Management.

The Board of Directors is pleased to report that:

a. Financial statements present fairly its state of affairs, the results of operations, cash flows and
changes in equity.

b. Proper books of accounts of the Fund have been maintained.

c. Appropriate accounting policies have been consistently applied in the preparation of financial
statements and accounting estimates are based on reasonable and prudent judgment.

d. International Financial Reporting Standards, as applicable in Pakistan, provisions of the Non-
Banking Finance Companies (Establishment & Regulations) Rules, 2003, Non-Banking Finance
Companies and Notified Entities Regulations, 2008, requirements of the respective Trust Deeds and
directives issued by the Securities & Exchange Commission of Pakistan have been followed in the
preparation of financial statements.

e. The system of internal control is sound in design and has been effectively implemented and
monitored with ongoing efforts to improve it further.

f. There are no doubts what so ever upon the Fund’s ability to continue as going concern.
g. There has been no material departure from the best practices of Corporate Governance.

h. Outstanding statutory payments on account of taxes, duties, levies and charges, if any have been
fully disclosed in the financial statements.

i. The statement as to the value of investments of provident/gratuity and pension fund is not applicable
on the Fund but applies to the Management Company; hence no disclosure has been made in the
Directors’ Report.

j-  As at June 30, 2022, the Company is in compliance with the requirements of Directors’ Training
Program, as contained in Regulation No. 19 of the Code.

k. The detailed pattern of unit holding, as required by NBFC Regulations are enclosed.

I. A formal and effective mechanism is put in place for an annual evaluation of the Board’s own
performance, members of the Board and Committees of the Board.

m. The details of attendance of Board of Directors meeting is disclosed in financial statements. Below
are the details of committee meetings held during the year ended June 30, 2022:

1. Meeting of the Audit Committee.

During the year, nine (9) meetings of the Audit Committee were held. The attendance of each
participant is as follows:
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Number Number of meetings
of
Name of Persons meetings Attenc!ance Attended Leave
required granted
held
1. Mirza Qamar Beg(Chairman) 9 9 9 -
2. Mr. Nasim Beg 9 9 9 -
3. Mr. Ahmed Jahangir 9 9 8 1
4. Mr. Kashif A. Habib 9 ] 6 3
5. Syed Savail Meekal Hussain 9 9 9 -

2. Meeting of the Human Resource and Remuneration Committee.

During the year, five (5) meeting of the Human Resource and Remuneration Committee were held.
The attendance of each participant is as follows:

Number of meetings
Number
of Attendan
Name of Persons meeting ce Attended Leave
. granted
s required
1. Mirza Qamar Beg (chairman) 5 5 5 -
2. Mr. Ahmed Jahangir 5 5 2 3
3. Mr. Nasim Beg 5 5 2 3
4. Ms. Mavra Adil Khan 5 5 5 -
5. Syed Savail Meekal Hussain 5 5 2 3
6 Mr. Muhammad Saqib Saleem 5 5 5 )

(CEO)

n. No trades in the Units of the Fund were carried out during the year by Directors, Chief Executive
Officer, Chief Operating Officer, Chief Financial Officer, Company Secretary, and Chie f Internal
Auditor of the Management Company and their spouses and minor children.

External Auditors

The fund’'s external auditors, M/s Ernst & Young Ford Rhodes Chartered Accountants have expressed
their willingness to continue as the fund auditors for the ensuing year ending June 30, 2023. The audit
committee of the Board has recommended reappointment of M/s Ernst & Young Ford Rhodes Chartered
Accountants as auditors of the fund for the year ending June 30, 2023 and the Board of Directors also
endorsed the recommendation of the Audit Committee.
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and the Trustees of the Fund for their continued cooperation and support. The Directors also appreciate the
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REPORT OF THE FUND MANAGER
FOR THE YEAR ENDED JUNE 30, 2022

Fund Type and Category
MCB Pakistan Dividend Yield Plan is an Asset Allocation Plan.
Fund Benchmark

90% KSE 30 Index (Total Return) plus 10% of three (3) months average deposit rates of three (3)
AA rated scheduled banks as selected by MUFAP.

Investment Objective

The Objective of MCB Pakistan Dividend Yield Plan (MCB-PDYP) is to provide actively managed
exposure to dividend paying listed equities and aims to generate higher dividend income over the
medium to long term.

Manager’s Review

The fund was launched on 29" June 2022. The fund posted a return of -0.31% during the period
under review against the benchmark return of 0.62%. Cash exposure was 99.9%.

The Net Assets of the Fund as at June 30, 2022 stood at Rs. 110 million and the Net Asset Value
(NAV) per unit was Rs. 99.6871

Asset Allocation as on June 30, 2022 (% of total assets)

Asset Allocation (%age of Total

Assets) Jun-22
Cash 99.9%
Others including receivables 0.1%
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REPORT OF THE FUND MANAGER
FOR THE YEAR ENDED JUNE 30, 2022

Asset Quality as on June 30, 2022 (% of total assets)

Not Rated
0.1%

AA+
99.9%

Syed Abid Ali
Fund Manager
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TRUSTEE REPORT TO THE UNIT HOLDERS

CENTRAL DEPOSITORY COMPANY
OF PAKISTAN LIMITED

Head Office:

CDC House, 99-B, Block ‘B
5.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

$6S

TRUSTEE REPORT TO THE UNIT HOLDERS
MCB PAKISTAN OPPORTUNITY FUND

Report of the Trustee pursuant to Regulation 41(h) and clause 9 of Schedule V of
the Non-Banking Finance Companies and Notified Entities Regulations, 2008

We Central Depository Company of Pakistan Limited, being the Trustee of MCB
Pakistan Opportunity 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 period from June 29, 2022 to June 30,
2022 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;

(i1) 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 (Establishmenti and Regulations) Rules,
2003, the Non-Banking Finance Companies and Notified Entities Regulations,
2008 and the constitutive documents of the Fund.

AW WM
Badiuddin Akber \J
Chief Executive Officer
Central Depository Company of Pakistan Limited

Karachi: September 23, 2022

COMPANY
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INDEPENDENT AUDITOR’S REPORT TO THE UNIT HOLDERS

EY Ford Rhodes
EY Chartered Accountants
“T0( - ¥ L r." e .-‘.;,uk

Building a better Pakistan
working world

INDEPENDENT AUDITORS' REPORT

To the Unit holders of MCB Pakistan Opportunity Fund
Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of MCB Pakistan Opportunity Fund - Dividend Yield Plan
(the Fund), which comprise the statement of assets and liabilities as at 30 June 2022, and the income
statement, comprehensive income, cash flows statement and movement in unit holders’ fund for the
period then ended, and notes to the financial statements, including a summary of significant
accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, (or give a
true and fair view of) the financial position of the Fund as at 30 June 2022, and of its financial
performance and its cash flows for the period then ended in accordance with the accounting and
reporting standards as applicable in Pakistan.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in
Pakistan. Our responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of the Financial Statements section of our report. We are independent of
the Fund in accordance with the international Ethics Standards Board for Accountants’ Code of Ethics
for Professional Accountants as adopted by the Institute of Chartered Accountants of Pakistan (the
Code) and we have fulfilled our other ethical responsibilities in accordance with the Code. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters.

Following are the key audit matters:

Key audit matter : How our audit addressed the key audit matter

1. Existence and valuation of bank balances
As disclosed in note 5 to the accompanying | We performed a combination of audit procedures
financial statements of the Fund for the focusing on the existence and valuation of bank
period ended 30 June 2022, the bank balances. Our key procedures included the following:
balances held by the Fund represent 99.92%
of the total assets of the Fund as at the
period end.

- We obtained independent confirmations for
verifying the existence of the bank balances as
at 30 June 2022 and reconciled it with the
books and records of the Fund.

ra
LN
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Key audit matter How our audit addressed the key audit matter
In view of the significance of bank balances
in relation to the total assets and the Net - We also evaluated the adequacy of the overall
Assets Value (NAV) of the Fund, we have disclosures in the financial statements in respect

of the bank balances in accordance with the
requirements of the Regulations and applicable
financial reporting standards.

considered the existence and valuation of
such bank balances as a key audit matter.

Other Information

Management is responsible for the other information. The other information comprises the information
included in the Annual Report, but does not include the financial statements and our auditors’ report
thereon.

Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material

misstatement of this other information, we are required to report that fact. We have nothing to report
in this regard.

Responsibilities of Management and Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting and reporting standards as applicable in Pakistan, and for such internal
control as Management determines is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, Management is responsible for assessing the Fund's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless Management either intends to liguidate the Fund or to cease
operations, or has no realistic alternative but to do so.

The Board of Directors are responsible for overseeing the Fund's financial reporting process.

Auditor’'s Responsibilities for the Audit of the Financlal Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs as applicable in Pakistan will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of thﬁ? financial statements.
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As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:

- ldentify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.

- Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Fund's internal control.

- Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

- Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Fund's ability to continue
as a going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor's report to the related disclosures in the financial statements or, if
such disclosures are inadequate, to modify our opinion. Qur conclusions are based on the audit
evidence obtained up to the date of our auditor's report. However, future events or conditions
may cause the Fund to cease to continue as a going concern.

- Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions
and events in a manner that achieves fair presentation.

We communicate with the Board of Directors regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

We also provide the Board of Directors with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with the Board of Directors, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditor’s report unless law or regulation preciudes
public disclosure about the matter or when, in extremely rare circumstances, we determine that a
matter should not be communicated in our report because the adverse consequences of doing so
would reasonably be expected to outweigl) the public interest benefits of such communication.

ry

-
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Report on Other Legal and Regulatory Requirements
In our opinion, the financial statements have been prepared in accordance with the relevant provisions
of the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 and the Non-
Banking Finance Companies and Notified Entities Regulation, 2008.

The engagement partner on the audit resulting in this independent auditor's report is Shaikh Ahmed
Salman.

E“I(a.\ l —

Chartered Accountants
Date: 16 September 2022
Karachi

UDIN Number: AR202210076E0bej5Zxg
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STATEMENT OF ASSETS AND LIABILITIES
AS AT JUNE 30, 2022

June 30,
2022
Note  ------ Rupees------
ASSETS
Bank balances 5 110,019,463
Markup receivable 73,842
Other receivable 10,000
Total assets 110,103,305
LIABILITIES
Payable to the Management Company 6 33,395
Payable to the Trustee 7 679
Payable to the Securities and Exchange Commission of Pakistan 9 60
Accrued expenses and other liabilities 8 413,350
Total liabilities 447,484
NET ASSETS 109,655,821
UNIT HOLDERS’ FUND (AS PER STATEMENT ATTACHED) 109,655,821
Contingencies and Commitments 10
(Number of units)
NUMBER OF UNITS IN ISSUE 1,100,000
-------- (Rupees) -------
NET ASSET VALUE PER UNIT 99.6871

The annexed notes 1 to 20 form an integral part of these financial statements.

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

Vg o -

Chief Executive Officer Chief Financial Officer Director
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INCOME STATEMENT

FOR THE PERIOD ENDED FROM JUNE 29, 2022 TO JUNE 30, 2022

INCOME
Markup on bank balance

EXPENSES

Remuneration of the Management Company

Sindh Sales Tax on remuneration of the Management Company
Remuneration of the Trustee

Sindh Sales Tax on remuneration of the Trustee

Annual fee of the Securities and Exchange Commission of Pakistan
Auditors' remuneration

Legal and professional charges

Printing charges

Bank charges

Total expenses

Net loss for the period before taxation
Taxation
Net loss for the period after taxation

Allocation of net loss for the period
Net loss for the period after taxation
Income already paid on units redeemed

Accounting loss available for distribution
- relating to capital gains
- excluding capital gains

The annexed notes 1 to 20 form an integral part of these financial statements.

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

"]JmJ/ﬁ-L-f fioll

Chief Executive Officer Chief Financial Officer

Note

6.1
6.2
71
7.2

12

For the period
ended from June
29, 2022 to June

30, 2022
---- (Rupees) ----

73,842

3,004
391

601

78

60
356,400
16,950
40,000
537

418,021

(344,179)

(344,179)

=7

Director
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STATEMENT OF OTHER COMPREHENSIVE INCOME
FOR THE PERIOD ENDED FROM JUNE 29, 2022 TO JUNE 30, 2022

For the period
ended from June
29, 2022 to June

30, 2022
--- (Rupees) ---
Net loss for the period after taxation (344,179)
Other comprehensive income for the period -
Total comprehensive loss for the period (344,179)

The annexed notes 1 to 20 form an integral part of these financial statements.

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

T Al ~

Chief Executive Officer Chief Financial Officer Director
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STATEMENT OF MOVEMENT IN UNIT HOLDERS' FUNDS
FOR THE PERIOD ENDED FROM JUNE 29, 2022 TO JUNE 30, 2022

June 30, 2022

Undistributed
Capital value | income / (loss) Total

(Rupees)

Net assets at the beginning of the period - - -

Issuance of 1,100,000 units:

- Capital value (at net asset value per unit at the
beginning of the period) at Rs. 100 110,000,000 - 110,000,000
- Element of income / (loss) - - -

110,000,000 - 110,000,000

Redemption of Nil units:

- Capital value (at net asset value per unit at the
beginning of the period) at Rs. Nil - - -

- Element of income / (loss) - - -

Total comprehensive loss for the period - (344,179) (344,179)
Distributions during the period - - -

Net loss for the period less distribution - (344,179) (344,179)

Net assets as at the end of the period 110,000,000 (344,179) 109,655,821

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

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

Net loss for the period after taxation (344,179)

Distribution during the period -

Undistributed loss carried forward (344,179)

Undistributed income / (loss) carried forward:
- Realised 344,179
- Unrealised

(344,179)

-- (Rupees) --

Net assets value per unit at beginning of the period -

Net assets value per unit at end of the period 99.6871

The annexed notes 1 to 20 form an integral part of these financial statements.

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

Vg b i~

Chief Executive Officer Chief Financial Officer Director

914  MCB PAKISTAN OPPORTUNITY FUND - DIVIDEND YIELD PLAN




CASH FLOW STATEMENT

FOR THE PERIOD ENDED FROM JUNE 29, 2022 TO JUNE 30, 2022

For the period
ended from June
29, 2022 to June

30, 2022
----- (Rupees) -----
CASH FLOWS FROM OPERATING ACTIVITIES
Net loss for the period before taxation (344,179)
Adjustments for non cash and other items:
Markup on bank balances (73,842)
Bank charges 537
(417,484)
Increase in asset
Other receivable (10,000)|
(10,000)
Increase in liabilities
Payable to the Management Company 33,395
Payable to the Trustee 679
Payable to the Securities and Exchange Commission of Pakistan 60
Accrued expenses and other liabilities 412,813
446,947
Net cash generated from operating activities 19,463
CASH FLOWS FROM FINANCING ACTIVITIES
Amount received on issuance of units 110,000,000
Amount paid on redemption of units -
Net cash generated from financing activities 110,000,000
Net increase in cash and cash
equivalents during the period 110,019,463
Cash and cash equivalents at the beginning of the period -
Cash and cash equivalents at the end of the period 110,019,463

The annexed notes 1 to 20 form an integral part of these financial statements.

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

Vg b i~

Chief Executive Officer Chief Financial Officer Director
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED FROM JUNE 29, 2022 TO JUNE 30, 2022

1. LEGAL STATUS AND NATURE OF BUSINESS

1.1 MCB Pakistan Opportunity Fund (the Fund) has been established through the Trust Deed (the Deed) dated
10th day of March, 2022 under the Sindh Act, 2020 entered into and between MCB-Arif Habib Savings and
Investments Limited, the Management Company, and Central Depository Company of Pakistan Limited, the
Trustee and is authorised under the Non-Banking Finance Companies (Establishment and Regulation)
Rules, 2003 (the “Rules”) and Non-Banking Finance Companies and Notified Entities Regulations, 2008
(“Regulations”).The Securities and Exchange Commission of Pakistan (SECP) has authorised the offer of
Units of MCB Pakistan Opportunity Fund and has registered the fund as a notified entity under the
NonBanking Finance Companies and Notified Entities Regulations, 2008 (“Regulations”) vide letter No
SCD/AMCW/MPOF/344/2022 dated May 19, 2022. SECP has approved the Offering Document under the
Regulations vides its Letter No. SCD/AMCW/MPOF/378/2022 dated June 16, 2022.

1.2 The Management Company of the Fund has been licensed to act as an Asset Management Company
under the Non Baking Finance Companies (Establishment and Regulations) Rules 2003 through a
certificate of registration issued by the SECP. The registered office of the Management Company is located
at 2nd Floor, Adamjee House, I.I. Chundrigar Road, Karachi, Pakistan.

1.3 The duration of the fund is perpetual. The Fund is an open-end collective investment scheme categorised
as a "Asset Allocation Scheme". The management company has launched its first plan under MCB
Pakistan Opportunity Fund on June 29, 2022 i.e. IPO date of the Plan (MCB Pakistan Dividend Yield plan).
Therefore, there is no comparative information disclosed in these financial statements, as the same is not
applicable.

1.4 The objective of the Fund is to provide investors with long tern capital growth from an actively managed
portfolio of listed equiries belonging to equity securities. .

1.5 The Pakistan Credit Rating Agency Limited (PACRA) has maintained asset manager rating of AM1 dated
October 06, 2021 to the Management Company.

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

2. STATEMENT OF COMPLIANCE

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

- International Financial Reporting Standards (IFRS Standards) 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

- The NBFC rules, the Non-Banking Finance Companies, Notified Entities Regulations, 2008
(the NBFC Regulations) and the requirements of 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 requirements of the Trust
Deed have been followed.

3. BASIS OF PREPARATION
3.1 Accounting convention

These financial statements have been prepared under the historical cost convention except for investments
which are measured at fair value.
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3.2

3.3

Critical accounting estimates and judgments

The preparation of financial statements requires management to make judgments, estimates and
assumptions that affect the application of policies and reported amounts of assets, liabilities, income and
expenses. The estimates and associated assumptions are based on historical experience and various other
factors that are believed to be reasonable under the circumstances, the result of which form the basis of
making judgments about carrying values of assets and liabilities. The estimates and underlying
assumptions are reviewed on an ongoing basis.

Functional and presentation currency

These financial statements are presented in Pakistani Rupee which is the Fund's functional and
presentation currency.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

41

4.2

New / Revised Standards, Interpretations and Amendments

There are certain new and amended standards, issued by International Accounting Standards Board
(IASB), interpretations and amendments that are mandatory for the Fund's accounting periods beginning
on or after June 29, 2022 but are considered not to be relevant or do not have any significant effect on the
Fund's operations and therefore not detailed in these financial statements.

Standards, interpretations and amendments to approved accounting standards that are not yet
effective

The following standards, amendments and interpretations with respect to the approved accounting
standards as applicable in Pakistan would be effective from the dates mentioned below against the
respective standard or interpretation:

Effective date (annual periods

Standard or Interpretation beginning on or after)
Property, Plant and Equipment: Proceeds before Intended Use —

Amendments to IAS 16 January 01, 2022
Onerous Contracts — Costs of Fulfilling a Contract — Amendments to IAS 37 January 01, 2022
IAS 41 Agriculture - Taxation in fair value measurements January 01, 2022
IFRS 3 - Reference to the Conceptual Framework (Amendments) January 01, 2022
IFRS 9 Financial Instruments — Fees in the *10 per cent’ test for derecognition January 01, 2022
Definition of Accounting Estimates - Amendments to IAS 8 January 01, 2023

Disclosure of Accounting Policies -
Amendments to IAS 1 and IFRS Practice Statement 2 January 01, 2023

Deferred Tax related to Assets and Liabilities arising from a Single Transaction
Amendments to IAS 12 January 01, 2023

'of financial liabilities
Classification of liabilities as current or non-current - Amendment to 1AS 1 January 01, 2024

Sale or Contribution of Assets between an Investor and its Associate
or Joint Venture - Amendment to IFRS 10 and IAS 28 Not yet finalized

The above standards and amendments are not expected to have any material impact on the Fund's
financial statements in the period of initial application.
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4.3

4.4

4.41

IASB Effective date
(annual periods

Standards beginning on or after)
IFRS 1 - First-time Adoption of International Financial Reporting Standards July 01, 2009
IFRS 17 — Insurance Contracts January 01, 2023

Cash and cash equivalents

Cash and cash equivalents comprise of bank balances and short term highly liquid investments with
original maturity of three months or less, are readily convertible to known amounts of cash, are subject to
an insignificant risk of changes in value, and are held for the purpose of meeting short term cash
commitments rather than for investments and other purposes.

Investments
Classification

Business model assessment

The Fund determines its business model at the level that best reflects how it manages groups of financial
assets to achieve its business objective.

The Fund's business model is not assessed on an instrument-by-instrument basis, but at a higher level of
aggregated portfolios and is based on observable factors such as:

- The objective of the Fund is to provide investors with long term capital growth from an actively
managed portfolio of listed equities belonging to Equity Securities. MCB Pakistan Dividend Yield Plan
will provide actively managed exposure to dividend paying listed equities and aims to generate higher
dividend income over the medium to long term.

- How the performance of the business model and the financial assets held within that business model
are evaluated and reported to the entity's key management personnel,;

- The risks that affect the performance of the business model (and the financial assets held within that
business model) and, in particular, the way those risks are managed; and

- How managers of the business are compensated (for example, whether the compensation is based on
the fair value of the assets managed or on the contractual cash flows collected).

The business model assessment is based on reasonably expected scenarios without taking 'worst case' or
'stress case’ scenarios into account. If cash flows after initial recognition are realised in a way that is
different from the Fund's original expectations, the Fund does not change the classification of the remaining
financial assets held in that business model, but incorporates such information when assessing newly
originated or newly purchased financial assets going forward.

Assessments whether contractual cash flows are solely payments of principal and interest (SPPI)

As a second step of its classification process the Fund assesses the contractual terms of financial to
identify whether they meet the SPPI test.

‘Principal’ for the purpose of this test is defined as the fair value of the financial asset at initial recognition
and may change over the life of the financial asset (for example, if there are repayments of principal or
amortisation of the premium / discount).

The most significant elements of interest within a lending arrangement are typically the consideration for
the time value of money and credit risk. To make the SPPI assessment, the Fund applies judgement and
considers relevant factors such as the currency in which the financial asset is denominated, and the period
for which the interest rate is set.

In contrast, contractual terms that introduce a more de minimis exposure to risks or volatility in the
contractual cash flows that are unrelated to a basic lending arrangement do not give rise to contractual
cash flows that are solely payments of principal and interest on the amount outstanding. In such cases, the
financial asset is required to be measured at FVTPL.
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4.5

4.6

4.7

4.8

4.9

Equity instruments
An equity instrument held for trading purposes is classified as measured at FVTPL.
Initial Measurement

Investments are initially measured at their fair value except in the case of financial assets recorded at
FVTPL, transaction costs are added to, or subtracted from, this amount.

Subsequent Measurement
Financial assets at fair value through profit or loss

Financial assets at FVTPL are recorded in the statement of financial position at fair value. Changes in fair
value are recorded in profit and loss. Dividend income from equity instruments measured at FVTPL is
recorded in profit or loss when the right to the payment has been established.

Impairment of financial assets

In relation to the impairment of financial assets, IFRS 9 requires an expected credit loss model, as opposed
to an incurred credit loss model under IAS 39. The expected credit loss model requires an entity to account
for expected credit losses and changes in those expected credit losses at each reporting date to reflect
changes in credit risk since initial recognition. In other words, it is no longer necessary for a credit event to
have occurred before credit losses are recognized.

However, SECP through its SCD/AMCW/RS/MUFAP/2017-148 dated November 21, 2017 have deferred
the applicability of above impairment requirements in relation to debt securities for mutual funds and
accordingly, basis defined in Circular No. 33 of 2012 dated, October 24, 2012 will be followed.

Derecognition

Financial assets are derecognised when the rights to receive cash flows from the investments have expired
or the Fund has transferred substantially all risks and rewards of ownership.

Financial liabilities

All financial liabilities are recognised at the time when the Fund becomes a party to the contractual
provisions of the instrument. These are initially recognised at fair value and subsequently stated at
amortised cost.

A financial liability is derecognised when the obligation under the liability is discharged, cancelled or expired.
Offsetting of financial assets and liabilities

Financial assets and financial liabilities are offset and the net amount is reported in the statement of assets
and liabilities when there is a legally enforceable right to set off the recognised amounts and there is an
intention to settle on a net basis, or to realise the assets and settle the liabilities simultaneously.

Provisions

Provisions are recognised when the Fund has a present, legal or constructive, obligation as a result of past
events, it is probable that an outflow of resources embodying economic benefits will be required to settle
the obligation and a reliable estimate of the amount of the obligation can be made. Provisions, if any, are
regularly reviewed and adjusted to reflect the current best estimate.

Taxation

The income of the Fund is exempt from income tax under clause 99 of Part | of the Second Schedule to the
Income Tax Ordinance, 2001 subject to the condition that not less than ninety percent of its accounting
income for the year, as reduced by capital gains, whether realised or unrealised, is distributed to the unit
holders as cash dividend.

The Fund is also exempt from the provisions of section 113 (minimum tax) under clause 11A of Part IV of
the Second Schedule to the Income Tax Ordinance, 2001.
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4.10

4.11

412

4.13

4.14

415

Dividend distribution and appropriations

Dividend distributions and appropriations are recorded in the period in which these are approved by the
Board of Directors of the Management Company. Based on Mutual Funds Association of Pakistan's
(MUFAP) guidelines duly consented by the SECP, distribution for the year also includes portion of income
already paid on units redeemed during the year.

Regulation 63 of the NBFC Regulations requires the Fund to distribute 90% of the net accounting income
other than capital gains to the unit holders.

Distributions declared subsequent to the year end reporting date are considered as non-adjusting events
and are recognised in the financial statements of the period in which such distributions are declared and
approved by the Board of Directors of the Management Company.

Issue and redemption of units

Units issued are recorded at the offer price, determined by the Management Company for the applications
received by the distributors during business hours on that date. The offer price represents the net asset
value per unit as of the close of the business day plus the allowable sales load and any provision for duties
and charges, if applicable. The sales load is payable to investment facilitators, distributors and the
Management Company.

Units redeemed are recorded at the redemption price, applicable to units for which the distributors receive
redemption applications during business hours of that day. The redemption price represents the net asset
value per unit as of the close of the business day less any back-end load, any duties, taxes, and charges
on redemption, if applicable.

Net asset value per unit

The Net Asset Value (NAV) per unit, as disclosed in the statement of assets and liabilities, is calculated by
dividing the net assets of the Fund by the number of units in circulation at the year end.

Revenue recognition
- Gain or loss on sale of investment is accounted for in the income statement in the period in which it arises.

- Unrealised gain / (loss) arising on revaluation of investments classified as 'at fair value through profit or
loss' is included in the income statement in the period in which it arises.

- Dividend income is recognised when the right to receive the dividend is established.

- Profit / mark-up on bank balances and government securities is recognised on an effective interest rate
method.

Expenses

All expenses chargeable to the Fund including remuneration of the Management Company, Trustee fee
and annual fee of the SECP are recognised in the Income Statement on an accrual basis.

Earnings / (loss) per unit

Earnings / (Loss) per unit (EPU) has not been disclosed as in the opinion of the management,
determination of weighted average units for calculating EPU is not practicable.

2022
Note @~  --—---- (Rupees)------
BALANCES WITH BANKS
In savings accounts 51 110,019,463
110,019,463

5.1

These carry mark-up at the rate 12.25% per annum.

920 MCB PAKISTAN OPPORTUNITY FUND - DIVIDEND YIELD PLAN




NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED FROM JUNE 29, 2022 TO JUNE 30, 2022

June 30,
2022
Note  ------- (Rupees) -------

PAYABLE TO THE MANAGEMENT COMPANY
Remuneration payable 6.1 3,004
Sales tax on remuneration payable 6.2 391
Other payable 6.3 30,000

33,395

6.1

6.2

6.3

The Management Company has charged remuneration at the rate of 1.00% of average annual net
assets of the Fund. The remuneration is paid to the Management Company on a monthly basis in
arrears.

Sales tax on management remuneration has been charged at the rate of 13%.

This balance represents the amount paid by the management company on behalf of the fund to open
bank accounts to facilitate initial public offer (IPO) and operational activities of the fund.

June 30,
2022
Note --—-—--- (Rupees) -------
PAYABLE TO THE TRUSTEE
Remuneration payable 71 601
Sales tax on remuneration payable 7.2 78
679

71

7.2

The Trustee, CDC is entitled to a monthly remuneration for services rendered to the Fund under the
provisions of the Trust Deed and Offering Documents as per the tariff specified therein, based on the
daily net asset value of the Fund. As per the Trust Deed and Offering Document the tariff structure
applicable to the Fund in respect of trustee fee is as follows:

Net assets value Tariff per annum
Upto Rs.1,000,000,000 0.20% per annum of Net Assets
On amount exceeding Rs.1,000,000,000 Rs.2,000,000 plus 0.10% on amount

exceeding Rs.1,000,000,000

Sales tax on trustee remuneration has been charged at the rate of 13%.
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June 30,
2022
Note  ------- (Rupees) -------
8. ACCRUED EXPENSES AND OTHER LIABILITIES
Auditors' remuneration 11 356,400
Printing charges payable 40,000
Payable to legal advisor 16,950
413,350

9. PAYABLE TO THE SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN (SECP)
This represents annual fee payable to SECP in accordance with Regulation 62 of the NBFC Regulations,

whereby the Fund is required to pay SECP an amount at the rate of 0.02% of the average daily net assets of
the Fund.

10. CONTINGENCIES AND COMMITMENTS
There were no contingencies and commitments outstanding as at the June 30, 2022.
For the period

ended from June
29, 2022 to June

30, 2022
------- (Rupees) -------
11. AUDITORS' REMUNERATION
Annual audit fee 315,000
315,000
Out of pocket expenses 15,000
Sales tax 26,400
356,400

12. 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 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 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. Since the Fund has no distributable income, therefore no
distribution has been made by the Fund. Accordingly, no provision for taxation has been recognized in these
financial statements.
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For the period ended
from June 29, 2022

---- (Rupees) ----
13.2 Transactions during the year:

MCB Arif Habib Savings and Investments Limited - Management Company

Remuneration of the Management Company 3,004
Sindh Sales Tax on remuneration of the Trustee 391
Central Depository Company of Pakistan Limited - Trustee

Remuneration of the Trustee 601
Sindh Sales Tax on remuneration of the Trustee 78

June 30,
2022
---- (Rupees) ----
13.3 Balances outstanding at year end:

MCB Arif Habib Savings and Investments Limited - Management Company

Remuneration payable 3,004
Sindh sales tax payable on remuneration 391
Other payable 30,000
Other receivable 10,000
Central Depository Company of Pakistan Limited - Trustee

Remuneration payable 601
Sindh sales tax payable on remuneration 78

14 FINANCIAL RISK MANAGEMENT

The Fund's overall risk management programme focuses on the unpredictability of financial markets and seeks
to minimise potential adverse effects on the Fund's financial performance.

The Fund's activities expose it to a variety of financial risks: market risk (including currency risk, markup rate
and other price risk), credit risk and liquidity risk. Risk of the Fund are being managed by the Dividend Yield
Fund Manager in accordance with the approved policies of the investment committee which provide broad
guidelines for management of above mention risks. The Board of Directors of the Dividend Yield Fund has
overall responsibility for the establishment and oversight of the Fund's risk management framework.

The Fund's primary financial assets comprise of balances with banks and at fair value through profit and loss
investments, comprising of equity securities of listed companies. The Fund also has markup and other
receivables. The Fund's principal financial liabilities include remuneration payable to Management company,
Trustee and accrued and other liabilities.

14.1 Market risk

Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate as
a result of changes in market prices.

The Management Company manages market risk by monitoring exposure on marketable securities by
following the internal risk management policies and investment guidelines approved by the Board and
regulations laid down by the SECP, the NBFC Regulations and the NBFC Rules.

Market risk comprises of three types of risk: currency risk, interest rate risk and other price risk.
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14.1.1 Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates. The Fund, at present is not exposed to currency risk as
all transactions were carried out in Pak Rupee.

14.1.2 Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates.

a) Sensitivity analysis of variable rate instruments

Presently, the Fund does not hold any variable interest based investment except balances with
banks in savings account exposing the Fund to cash flow interest rate risk. In case of 100 basis
points increase / decrease as on June 30, 2022, with all other variables held constant, the net
assets of the Fund and net income for the year would have been higher / lower by Rs.1.10 million.

b) Sensitivity analysis for fixed rate instruments

As at June 30, 2022 the Fund does not hold any fixed rate instruments, therefore, the Fund is not
exposed to fair value interest rate risk.

Profit rate sensitivity position for on balance sheet financial instruments is based on the earlier of
contractual repricing or maturity date. The composition of the fund's investment may change over
time. Accordingly, the sensitivity analysis prepared as at June 30, 2022 is not necessarily
indicative of the impact on the Fund's net assets of future movements in interest rates.

June 30, 2022
Exposed to yield / interest rate risk

More than
Yield / three More Not
effective months than exposed
interest Upto three and upto one to interest
rate (%) months one year year rate risk Total
(Rupees)
On-balance sheet financial instruments
Financial Assets
Bank balances 12.25% 110,019,463 - - - 110,019,463
Markup receivable - - - 73,842 73,842
Other receivable - - - 10,000 10,000
110,019,463 - - 83,842 110,103,305
Financial Liabilities
Payable to the Management Company - - - 3,004 3,004
Payable to the Trustee - - - 601 601
Accrued expenses and other liabilities - - - 413,350 413,350
Payable to the Securities and
Exchange Commission of Pakistan - - - 60 60
- - - 417,015 417,015
On-balance sheet gap 110,019,463 - - (333,173) 109,686,290

There is no off-balance sheet financial instrument that exist as at year ended June 30, 2022.
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14.1.3 Price risk

Price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in market prices (other than those arising from interest risk or currency risk) whether those
changes are caused by factors specific to the individual financial instrument or its issuer, or factors
affecting all similar financial instruments traded in the market.

The Fund does not have exposure to equity price risk arising from its investments in equity securities due
to the absence of no investment in equity securities . The Fund manages its price risk arising from
investment in the equity securities by diversifying its portfolio within the eligible limits prescribed in the
Fund’s constitutive documents, the NBFC Regulations and circulars issued by SECP from time to time.

14.2 Credit risk

Credit risk is the risk that the counterparty to a financial instrument will fail to discharge an obligation or
commitment that it has entered into with the Fund, resulting in a financial loss to the Fund. The credit risk of the
Fund principally arises from deposits and other receivable balances.

Credit risk from balances with banks and financial institutions is managed in accordance with the Fund's policy.
Investments of surplus funds are made only with approved counterparties and within credit limits assigned to
each counterparty. Counterparty credit limits are approved by the Board of Directors. The limits are set to
minimize the concentration of risk and therefore mitigate financial loss through potential counterparty failure.

June 30,
2022
--- (Rupees) ---
Bank balances 110,019,463
Markup receivable 73,842
Other receivable 10,000

110,103,305

The analysis below summaries the credit rating quality of the Fund's financial assets as at June 30, 2022.

June 30,
2022
Bank balances by rating category e [ 7/A—
AA+/A1+ 100.00%
100.00%

Concentration of credit risk

Concentration of credit risk exists when changes in economic or industry factors similarly affect groups of
counterparties whose aggregate credit exposure is significant in relation to the Fund’s total credit exposure. The
Fund’s portfolio of financial instruments is broadly diversified and transactions are entered into with diverse credit-
worthy counterparties thereby mitigating any significant concentration of credit risk.

Settlement risk

The Fund's activities may give rise to risk at the time of settlement of transactions. Settlement risk is the risk of
loss due to the failure of counter party to honour its obligations to deliver cash, securities or other assets as
contractually agreed. Credit risk relating to unsettled transactions in securities is considered to be minimal as the
Fund uses brokers with high creditworthiness and the transactions are settled or paid for only upon delivery
using central clearing system.

14.3 Liquidity risk

Liquidity risk is the risk that the Fund may not be able to generate sufficient cash resources to settle its
obligations in full as they fall due or can only do so on terms that are materially disadvantageous.
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14.4

The Fund is exposed to daily cash redemptions, if any, at the option of unit holders. The Fund's approach to
managing liquidity is to ensure, as far as possible, that the Fund will always have sufficient liquidity to meet its
liabilities when due under both normal and stressed conditions, without incurring unacceptable losses or risking
damage to the Fund's reputation. Its policy is therefore to invest the majority of its assets in investments that are
traded in an active market and can be readily disposed and are considered readily realisable.

The Fund has the ability to borrow in the short-term to ensure settlement. During the current year, the Fund did
not availed any borrowing. As per the NBFC Regulations the maximum amount available to the Fund from the
borrowing would be limited to fifteen percent of the net assets upto 90 days and would be secured by the assets
of the Fund and bear interest at commercial rates.

In order to manage the Fund's overall liquidity, the Fund also has the ability to withhold daily redemption requests
in excess of ten percent of the units in issue and such requests would be treated as redemption requests
qualifying for being processed on the next business day. Such procedure would continue until the outstanding
redemption requests come down to a level below ten percent of the units then in issue. The Fund did not
withhold any redemptions during the year.

The table below analyses the Fund's financial liabilities into relevant maturity groupings based on the remaining
period at the statement of assets and liabilities date to the contractual maturity date. The amounts in the table
are the contractual undiscounted cash flows.

June 30, 2022

More than

More than one three months

Carrying Upto one month upto and upto one
value month three months year
--------------------- (Rupees) ----------==--—-m--—-
Liabilities
Payable to the Management Company 3,004 3,004 - -
Payable to the Trustee 601 601 - -
Payable to the Securities and Exchange
Commission of Pakistan 60 60 - -
Accrued and other liabilities 413,350 413,350 - -
417,015 417,015 - -
June 30, 2022
At fair value
through profit At amortised
Financial instruments by category or loss cost Total
------------- (Rupees) -------------
Assets
Bank balances - 110,019,463 110,019,463
Markup receivable - 73,842 73,842
Other receivable - 10,000 10,000
- 110,103,305 110,103,305
June 30, 2022
At fair value
through profit At amortised
or loss cost Total
------------- (Rupees) -------------
Liabilities
Payable to the Management Company - 3,004 3,004
Payable to the Trustee - 601 601
Payable to the Securities and Exchange
Commission of Pakistan - 60 60
Accrued and other liabilities - 413,350 413,350
- 417,015 417,015
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15.

16.

UNIT HOLDERS' FUND RISK MANAGEMENT

The Fund's capital is represented by redeemable units. The Fund is required by the NBFC Regulations, to
maintain a minimum fund size of Rs.100 million, to be maintained all the time during the life of the scheme.
The units issued by the Fund provides an investor with the right to require redemption for cash at a value
proportionate to the unit holder's share in the Fund's net assets at the redemption date.

The Fund's objective in managing the unit holders' fund is to ensure a stable base to maximise returns to all
investors and to manage liquidity risk arising from redemption. In accordance with the risk management
policies, the Fund endeavours to invest the subscriptions received in appropriate investments while
maintaining sufficient liquidity to meet redemption, such liquidity being augmented by disposal of investments.

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
statement of assets and liabilities date. The estimated fair value of all other financial assets and financial
liabilities is considered not significantly different from book value.

The following table shows financial instruments recognized at fair value, analyzed between those whose fair
value is 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).

As at June 30, 2022 the Fund does not held instruments to be measured at fair values:

Level 1 Level 2 Level 3 Total
(Rupees in '000)

June 30, 2022
At fair value through profit or loss - - - -

During the year ended June 30, 2022, there were no transfers between level 1 and level 2 fair value
measurements, and no transfer into and out of level 3 fair value measurements.
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17. SUPPLEMENTARY NON FINANCIAL INFORMATION

The information regarding pattern of unit holding, list of top ten brokers, meetings of the Board of Directors of the
management company, members of the Investment Committee and Fund Manager's details are as follows:

17.1 Pattern of unit holding

Details of pattern of unit holding

June 30, 2022

Number of Percentage of
unit Number of Investment total
holders units held Amount investments
(Rupees)
Associated Companies 2 1,100,000 109,655,821 100.00%
2 1,100,000 109,655,821 100.00%

17.2 Attendance at meetings of the Board of Directors

The 168th, 169th, 170th, 171st, 172nd, 173rd, 174th, 175th,176th meetings of the Board of Directors were held on
August 09, 2021, September 15, 2021, October 18, 2021, October 22, 2021, February 03, 2022, February 08, 2022,
March 10, 2022, April 13, 2022, May 04, 2022. respectively. Information in respect of attendance by the directors and
other persons in the meetings is given below:

Number of meetings

Leave Meeting not
Name of Director Held Attended granted attended
Mr. Haroun Rashid Chairman 9 8 1 176th
Mr. Nasim Beg Director/Vice Chairman 9 9 -
Mr. Ahmed Jahangir Director 9 8 1 170th
Mr. Mirza Qamar Beg Director 9 9 -
Mr. Syed Savail Meekal Hussain Director 9 8 1 170th
Mr. Kashif A. Habib Director 9 7 2 169th and 176th
Ms. Mavra Adil Khan Director 9 7 2 168th & 170th
Mr. Muhammad Sagqib Saleem Chief Executive Officer 9 9 - -
17.3 Particulars of investment committee and fund manager
Detail of members of the investment committee of the Fund are as follow:
Experience in

Name Designation Qualification years
Muhammad Sagqib Saleem Chief Executive Officer FCA & FCCA 24.5
Muhammad Asim Chief Investment Officer MBA & CFA 19
Awais Abdul Sattar Head of Research MBA & CFA 11
Saad Ahmed Head of Fixed Income MBA 16
Syed Abid Ali Head of Equities MBA 14

17.4 Other funds managed by the fund manager

Mr. Syed Abid Ali is the Manager of the Fund as at year end. He has obtained a Masters degree in Business
Administration. Other funds being managed by him are as follows:

MCB Pakistan Asset Allocation Fund

Pakistan Capital Market Fund
Pakistan Pension Fund
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18. TOTAL EXPENSE RATIO

Total Expense Ratio of the Fund is 0.38% as on June 30, 2022 and this includes Nil representing Government Levy and
SECP fee. This ratio is within the maximum limit of 4.5% capped as per S.R.O 639 (l) /2019 dated June 20, 2019 issued by
SECP, in connection with NBFC Regulations 60(5) for a collective investment scheme categorised as an equity scheme.

19. GENERAL

Figures have been rounded off to the nearest thousand rupee unless otherwise specified.

20. DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorised for issue on August 15 2022 by the Board of Directors of the
Management Company.

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

" -~

Chief Executive Officer Chief Financial Officer Director
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PATTERN OF UNITS HOLDING BY SIZE
FOR THE YEAR ENDED JUNE 30, 2022

No. of Unit Holders |Unit holdings |Tota| units held |
2 D.1000,001 & Above 1,100,000
2 1,100,000
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PERFORMANCE TABLE
FOR THE YEAR ENDED JUNE 30, 2022

Performance Information 2022

Total Net Assets Value — Rs. in million 109.6558
Net Assets value per unit — Rupees 99.6871
Closing Offer Price 103.0665
Closing Repurchase Price 99.6871
Highest offer price per unit 103.0665
Lowest offer price per unit 100.0000
Highest Redemption price per unit 100.0000
Lowest Redemption price per unit 99.6871

Distribution per unit — Rs. * -

Average Annual Return - %

One year (Inception Date 11-Jun-17) -0.31
Two year NA
Three year NA
Net (loss) / Income for the period — Rs. in million (0.3442)
Distribution made during the year — Rs. in million -
Accumulated Capital Growth — Rs. in million (0.3442)

2022

Date | Rate

Nil

Disclaimer

The past performance is not necessarily indicative of future performance and unit prices
and investments and returns may go down, as well as up.
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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) 11-11-62224 (11-11-MCB-AH)

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