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REPORT OF THE DIRECTORS OF THE MANAGEMENT COMPANY
FOR THE NINE MONTHS AND QUARTER ENDED MARCH 31, 2023

Dear Investor,

On behalf of the Board of Directors, | am pleased to present MCB Pakistan Sovereign Fund accounts
review for the nine months and quarter ended March 31, 2023.

ECONOMY AND MONEY MARKET REVIEW

The country faced a period of heightened economic challenges, which were further escalated by the
worst floods in more than a decade. The floods caused significant damage to infrastructure, crops, and
livestock, as well as loss of precious lives. Efforts to shore up international aid, while resulted in
significant commitments of near USD 10bn over medium term however the strain, intensified the short
term pressures as country is already grappling with depleting foreign exchange reserves while struggling
to unlock IMF support.

The county’s external position remains precarious with SBP foreign exchange reserves declining to USD
4.2 billion (mere import cover of 3 weeks) compared to USD 9.8 billion at the start of the fiscal year. The
government has been aggressively pursuing IMF program - albeit with a delay — to conclude 9th review of
the Fund. Despite taking politically unpopular steps like raising energy tariff, letting PKR devalue, slapping
additional taxes and raising interest rates, IMF’s Staff Level Agreement (SLA) yet eludes us. The delay in
the IMF program led to a slowdown in foreign flows from bilateral and multilateral partners leading to
erosion in reserves. As a result, the currency remained under severe pressure, with dollar appreciating by
38.6% in 9MFY23 to close at 283.4 near to its all-time high level.

The country posted a current account deficit (CAD) of USD 3.9 billion in first eight months of the fiscal
year 2023 (8MFY23) declining by 68% YoY compared to a deficit of USD 12.1 billion in the corresponding
period last year. Narrowing trade deficit was the major contributor towards improving CAD as a 9.7%
decrease in exports coupled with 21.0% drop in imports led to 29.8% contraction in the trade deficit. The
government kept a lid on imports through administrative measures such as imposing import quotas on
selective imports. However, these steps have led to an increase in smuggling activity which is also picking
away remittances through gray channels. Furthermore, the tight leash on imports is not sustainable as it
is causing shortages across various industries impacting overall economic growth.

Headline inflation represented by CPI averaged 27.2% during 9MFY23 as compared to 10.7% in the
corresponding period last year. Higher food prices coupled with higher electricity, gas and petroleum
prices were the major contributors towards rising CPl. The inflationary pressures were broad based,
which is depicted by core inflation increasing to 20.4% compared to 12.3% at the end of last fiscal year.
SBP increased the policy rate by a further 100bps to 21.0% in the latest monetary policy held in April
2023. On the fiscal side, FBR tax collection increased by 17.6% in 9MFY23 to PKR 5,156bn compared to
PKR 4,385bn in the same period last year and below the target by PKR 304bn.

Secondary markets yields increased in 9MFY23 on account of monetary tightening and an additional bout
of inflationary pressures post a massive currency devaluation. The 3,6 and 12 Month T-Bills yield
increased by 643, 595 and 585 basis points (bps) respectively while 3,5 and 10 Years Bond yields rose
by 479,226 and 206bps respectively during 9MFY23.

FUND PERFORMANCE

During the period under review, the fund generated an annualized return of 13.75% as against its
benchmark return of 18.01%. At period-end, the fund decreased its exposure in cash to 12.0% from
56.4%. The investment in PIBs stood at 85.0% and Other Receivables were 3.0%. The Net Assets of the
Fund as at March 31, 2023 stood at Rs. 610 million as compared to Rs. 610 million as at June 30, 2022
and remained flattish. The Net Asset Value (NAV) per unit as at March 31, 2023 was Rs 58.98 as
compared to opening NAV of Rs. 53.46 per unit as at June 30, 2022 registering an increase of Rs. 5.52
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REPORT OF THE DIRECTORS OF THE MANAGEMENT COMPANY
FOR THE NINE MONTHS AND QUARTER ENDED MARCH 31, 2023

ECONOMY & MARKET — FUTURE OUTLOOK

We expect FY23 GDP growth to decline to 0.1% as monetary tightening, rupee devaluation and the
prevailing uncertainty will lead to slowdown in the economy. The loss of cotton and rice crop in the
aftermath of floods would trim agriculture growth to 0.4% while industrial growth is expected at clock at -
6.9% owing to demand slowdown and shortage of raw materials. The government is taking administrative
measures to control imports, which may reduce service sector growth to 2.3%.

We expect the government to keep a tight leash on imports and discourage unnecessary dollar outflows.
The import bill is expected to decrease by 20% YoY to USD 66 billion as we will witness volumetric
compression in several segments of the economy. Thus we expect the CAD to ease to USD 5.8 billion
(1.7% of GDP) in FY23, a massive drop, when compared with USD 17.4 billion (4.5% of GDP) in FY22.

Media reports indicate positive progress on confirmation of support from friendly countries which will
remove the last hurdle towards IMF agreement. Saudi Arabia has confirmed commitment of USD 2bn and
Pakistan is hoping for similar commitment for UAE or some other source which would lead to the much-
delayed staff-level agreement with IMF. The successful resumption of IMF program is essential as it will
allow us to tap funding from bilateral and multilateral sources. Due to ongoing uncertainty other external
funding sources including Foreign Direct Investment and Roshan Digital Account also remain muted
making IMF even more critical for sustainability of external account and economic stability.

We expect Average FY23 inflation to clock at 29.2% compared to 12.1% in FY22. A second round impact
of the currency devaluation will keep inflation numbers elevated for the remainder of the year. SBP has
increased interest rates by 1.0% to 21.0% in April-23 MPS to push the real interest rate in positive
territory on a forward-looking basis and anchor inflation expectations. In our view, subject to smooth
resumption of IMF, Interest Rates appear to be near peak and after a brief phase of current rates, a
monetary easing cycle can potentially begin in the later part of the year as the base effect on inflation
starts kicking in which will be more pronounced from the start of next calendar year.

From capital market perspective, particularly equities, the correction in stock prices has further opened up
valuation. The market appears to have priced in the interest rate increase and currency depreciation.
Market cap to GDP ratio has declined to 7.7%, a discount of 61% from its historical average. Similarly,
Earning Yield Minus Risk Free Rate are close to 6.8%, compared to historical average of 2.7% 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 companies which trade at a deep discount to their
intrinsic value. However, resolution of challenges on external account shall be critical in unlocking the
huge potential. The market is currently trading at PER of 4.6x, while offering a dividend yield of 12.1%.

For debt holders, we expect Money Market Funds to continue to seamlessly mirror policy rates throughout
the year. We would continue to monitor the data points and capitalize on opportunities to add government
bonds in Income Funds at attractive rates to benefit from the expected monetary easing in the medium
term.

MUTUAL FUND INDUSTRY REVIEW

The Net Assets of the open end mutual funds industry increased by about 22.8% during 9MFY23 to PKR
1,491 billion. Total money market funds grew by about 26.8% since June 2022. Within the money market
sphere, the conventional funds showed a decline of 1.1% to PKR 441 billion while Islamic funds
increased by 82.2% to PKR 411 billion. In addition, the total fixed Income funds increased by about
24.0% since June 2022 to PKR 358 billion. Equity and related funds declined by 21.9% as market
witnessed a drop in 9MFY23, eroding AUMs as concern over macroeconomic factors kept investors at
bay.
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REPORT OF THE DIRECTORS OF THE MANAGEMENT COMPANY
FOR THE NINE MONTHS AND QUARTER ENDED MARCH 31, 2023

In terms of the segment share, Money Market funds were the leader with a share of around 57.1%,
followed by Income funds with 24.0% and Equity and Equity related funds having a share of 12.0% as at
the end of 9MFY23.

MUTUAL FUND INDUSTRY OUTLOOK

The current interest rates would encourage higher flows in the money market funds as they are ideal for
investors with a short term horizon and low risk profile. However, a correction in stock prices has opened
up valuations and the long term investors may look to add equity exposure at these highly attractive
levels. Our operations remained seamless and given our competitive edge in digital access and online
customer experience, we are prepared to get benefits of the growing number of investors available online.
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Pakistan and the Trustees of the Fund for their continued cooperation and support. The Directors also
appreciate the efforts put in by the management team.

On behalf of Directors,

Muhammad Saqib Saleem Nasim Beg
Chief Executive Officer Director/Vice Chairman
April 14, 2023

59 MCB PAKISTAN SOVEREIGN FUND




e bl /(b
S I V45

el o ot aai 2.7 sl EBL i sl pa436.8 . ¥ Earning Yield Minus Risk Free Rate g b
LU UL L L St S EG Pt sl b2 2 e Ky A e F
L:i'/’f_J/L/Luﬂ,&q}./t}cj_éé_u?i’,/tsc;upw(:'?v_ugGf.wg;“/,uig/u:/ﬁ&u,cn(};m%tg&l?&&gi

ce w121 QUTE XL Y3 Be Gune s PER 46X el sbnsir e S/
e QEE s L B 6 SUn AP b £ LS UMoney Sp 2 SEIAd £ Pt

CE e s e JQE Ut 23 St L S S et Bl S S G B s p S

07 b b i3 Sz

L 1,491 52 s 22.8 ¢ Funl sl I3l 52023 JLdlebstinet L ok S el
w31 S8 G A6 5 L lMoney _ix3lo1uei26.8 b F_F e 2022 gzt ke Money (§id
Bl +2022 23 SBFUBE A Uk o s s AN S5 us82.2 525 L ey si*a41 Lo,
SBEAUE LN L o P £ios S st 21,9 528 3 (1 L see_s) 358 S5z .s324.0 ¢ F
-z'__ﬂvKJC“,VYJU;/K,L/:«L:}A&&WLJﬂfd&bﬂcfﬁfﬁ/ggfuﬁgt&;‘mﬁc«@ﬁlﬂ

B L o FLL 2244571 (25 %2 )L Money /,JG«#’ILoLi&L&!L;ZOZB Jvdt;/w&%ﬁ
(G 12.0 6PE e SE 1K e E 1 G asi24.0 §RE 3B A s

S ST L e § i S

S ooy Susird L skl ol 2 5 G Bi A1 dor S binaTon LA S AMoNey e s S S
ek P GE L U 16 e b S e e pmeas 0PSSO
Ve Soadra U L6 g A St U ATl Qo S ssea s Soe st 22 Te o L Lt td)
— U E S I S Us b AL AT A S

;‘“;L,}l

)}gflﬁcﬁ-‘g/ﬁf/@éLq&z}'c)}@d’yd:/‘.}/biﬁnlul”/(gJfﬂéi{lklf/g?cuuK:/L/Jﬁgﬁﬁ'éﬁfj;{
_u;z!_/J;%u:j@l;’f/u};KJﬁ;»w}l

e [
AT | AT g
12023 f114. 510

60 MCB PAKISTAN SOVEREIGN FUND




A
S Y V45,

1 3LoEURIS (3206 1a1479,226 5y

G L6

e P EBE2 e U1 5usi18.01 Ebe olamn, S B udi 13,758 b2, S L6 un L =ioby
SudiB.0Uros F6 A s1us385.08 6 At GGTE -0 12.0L /P 1si56.4

S 6108520220230 28 & 1610 b2 iU BL 5 20235131

< 1,53 46(NAV)LS Jb 261076 $1.614 20220230 2 (2 1,58.98 2y BINAV)L (2 61076/ 20235431
—e Sy e 25520t L ey

TRV gl DR *2
=2t E L 5 Fesrrm S B 0eT QL e & a0 32063822023 JLdl
545304 S5 30§38 er et UL UM Usle U UL L Uy 6ot S st KK (ST ot
L L b el e BE U S s Ut b1 L e Cinud -6.935 5200t

w23 S (02 e\ L e 5/ WS
Ere i S S or S5, &ﬂjld/,ﬁjé)ﬂm'fé//é[r_ GO u oo St S Sarla onflt
S I3 L S Sl ULl 2o Bl U b 15 b 66 Jud YoY 4s20 b
4.5 JS5EIMH 7.4 £,2022 03 m 2 br (s 1.7 63S36))50%6.8 S §3e15U%-2023

e U Ll (s
$ATS o ol Sl it 1 FTzhis § P (ot B Ut Fad S s s Dor Ll sl e
e EI e ol IS S M Foist e S aB S ol M52 & p o S oriinssk)
c‘-;)/‘_fﬁc‘éd/:f\_gdt; JQL,»KJ(UZ?.,yﬁfiqéf.fmwouJ¢_4b»d:;’.:'lﬁ4byé@7_,&fyé_ =S
e UG L B ar, £ iR dusnr £ T Pe e 105 B0 on b s S
o k6 561 Tl I I BTUE S L st e st R AT 56 3 Fan (FDI) Skl e,

_Lgu'undﬁig /“Airé"uﬁwn

LIl S L GBS e L adi12.0 22022 JUGL Sl ee & #249829.2 (sl 2023 JLdL
S 1023210 S ai 1.0 S22 6 UEMPS 12023 (412 QUKL Gkl $eroiml 2 3
ARE Y I TRV -ARIS G S ST YR TIN S g -

AL Jewt & 33 L Uz sy e L Sath f B 5 Eorbs e Sl S EISTS U 25 A
_Knifw;fr_/'lﬁédvﬁlz?ﬂLgbase effect /?ééfrf,&%c@c,/‘/%mg;&yu
S U i P B s S UFES e FdB L 2K N orP e S Yo
Sloce $i61 bl 5L 12 TnadTT Sl AL G356 cap ellbea W Eud St 5L

61 MCB PAKISTAN SOVEREIGN FUND




o bl /(b
S Y V45

bt S
07 620235031 (Sl ool J L1 aezsee 561 S Sovereign gl § Sl e e S35 ST i

SIS
‘&vﬁg}%cwﬂ:—&)&u:'afcl‘gu!.ll:q/"),L/u;&pvg:ﬁf,:‘éuf;méJ’ufb»/_ﬂ’
10 c;/’futgx&yﬂ{ﬁuf.{_"éuif/fJ'L/@’umdu}uw}_u@yKu)tg&uu,vg?;uuﬁ,g}fuﬁnnuﬁ
AT pate 2652 2wt L b5k G B3l Ut5 L =i e Moe sl Kie N3

—e S S S

Z JLdB(cover QuTnbUs#3 U 2) i ek4.2 /@{/’l&;‘é,b@@]&QQJ!f[&z&?’/d@ﬁ&A&d/ﬂ
oA (Ot UIY 6= AL Bt J1- n 2 SIS 1o i EIGTA NS preane & N3 %9.8 56T
el L R
LL/Bwlui'uy/‘d/;w,l‘Légf?&wmg;é_ngfuﬁ/ﬁgf%mé_wz_wfJ‘/zzl&@’u}@o,g,cgtcjgmﬂf
J!/‘f&ﬁ/é’j,lj)»&géjvuﬁri/C4_@!KIJT,‘LQTU:YL’(,;MK_A(SLA) Mfidg.}e/u{_@w&ﬁmg
38.6 L35 %,2023 JVJL/;!L[AL»&}/?drﬁzuﬁéégl_énufuﬁ//ubﬂufn/@gd}]:/’*;u!b@;f;uul;
e OS2 (e +,283.4 Loy us

1210 {8 s Sl T2 Womy (et oS eibies 3.9 L _Eutal #T001L,2023 Ji-dt
L a7 Ut oo e K5t 3 B IS AU S e S S5 YOY 468 b oL 3 s
S e kT2 5L SIS BN el | [ S 1329.8 uL?'&/?'&J/fJJM:?21 O T F
:,éu;;ﬁf’m%m.él;aluﬁur:f/d/(au@; 396 2) i =Sl A6 Kui/&uﬁ;/? T
£ L P G $Ut Uil 1 o UE S U b B e aTise  Hostlo— Ut Gt Bl Ui
ce G P 3OS e

G272 YL sl 5 3a1L 52023 Jdlbsibie dse E 0L o GAECP Qe U uib it
G CPl U S P S i 3t 2 L8 R AL Uit § Fimd 21 G 107 s Jledls2S
Z Il e b F L $asi20.4 Ut (€ core /wmﬁ@;@@ﬁfwéég_e?..,w@;ﬂu:é.m
T2 (P13 Uy et 100 ,g]/@/”‘(fgguﬁJ‘t}gdﬁhq;ojt’u(;2023d/vﬂé.(}:(}uﬁl_@w‘é12.3 L4
s/ B,156 il La17.6 Ul I0101L,2023 U Bt AT it e By S 21.0
LGP nHB04 = Sy sit4,385 ke s S U vt G n

S3L (i LS BB 30T B P13k I, 2023 Ju Bl SUSHASE
VA b Cl 35 10 115 3 e 21 d585.41643,595 2 I b CLl i <12 416 3 e JF

62 MCB PAKISTAN SOVEREIGN FUND




CONDENSED INTERIM STATEMENT OF ASSETS AND LIABILITIES

AS AT MARCH 31, 2023

ASSETS

Bank balances

Investments

Profit receivable

Advances, prepayments and other receivables
Total assets

LIABILITIES

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

Payable to the Securities and Exchange Commission of Pakistan

Payable against purchase of investments

Dividend payable

Accrued expenses and other liabilities

Total liabilities

NET ASSETS

UNIT HOLDERS’ FUND (AS PER STATEMENT ATTACHED)

CONTINGENCIES AND COMMITMENTS

NUMBER OF UNITS IN ISSUE

NET ASSETS VALUE PER UNIT

(Un-Audited) (Audited)
Mar 31, June 30,
2023 2022
------------ (Rupees in '000) -==-=-=-----
77,190 637,844
548,358 473,654
16,623 16,148
3,278 3,089
645,449 1,130,735
1,133 1,208
33 32
101 139
- 483,428
1 1
34,677 35,556
35,945 520,364
609,504 610,371
609,504 610,371
------ (Number of units) ------
10,333,989 11,417,720
------------ (Rupees) =-----------
58.98 53.46

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)

"]JmJ/ﬂ-P fioll

Chief Financial Officer

Chief Executive Officer

=

Director
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CONDENSED INTERIM INCOME STATEMENT (UN-AUDITED)
FOR THE NINE MONTHS AND QUARTER ENDED MARCH 31, 2023

INCOME

Income from government securities

Capital Gain / (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 the 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 against Sindh Workers' Welfare Fund
Net income for the period before taxation
Taxation
Net income for the period
Allocation of net income for the period:

Net income for the period

Income already paid on units redeemed
Accounting income available for distribution:

- Relating to capital gains
- Excluding capital gains

Earnings per unit

Note

10

Nine months ended

Quarter ended

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

64

Chief Financial Officer

March 31, March 31,

2023 2022 2023 2022
---------------------- (Rupees in '000) =-=-=-===s-mmemmmmnman
69,248 42,305 27,163 14,611

5,748 (1,868) (1,216) (1,005)
13,942 7,086 1,235 3,271
(12,743) (424) (8,504) 95
76,195 47,099 18,677 16,972
2,879 5,409 652 1,765
376 703 85 229
277 315 87 91
36 41 1" 12
101 108 32 33
705 538 238 165
1,859 1,931 793 461
321 91 44 25
158 1,471 76 42
489 412 148 135
689 593 207 195
7,890 11,610 2,374 3,151
68,305 35,489 16,303 13,821
- 13,419 - -
68,305 48,908 16,303 13,821
68,305 48,908 16,303 13,821
68,305 48,908
(13,340) (8,493)
54,966 40,415
54,966 40,415
54,966 40,415

=7

Director
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CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE NINE MONTHS AND QUARTER ENDED MARCH 31, 2023

Nine months ended Quarter ended
March 31, Mar 31,
2023 2022 2023 2022

------------------------- (Rupees in '000) -----------======unnnn---
Net income for the period after taxation 68,305 48,908 16,304 13,821

Other comprehensive income for the period

Total comprehensive income for the period 68,305 48,908 16,304 13,821

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)

e s -,

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM STATEMENT OF MOVEMENT IN UNIT HOLDERS' FUND (UN-AUDITED)
FOR THE NINE MONTHS ENDED MARCH 31, 2023

Nine months ended Mar 31,
2023 2022
(Rupees in '000)

Capital Accumulated Total Capital Accumulated Total
Value Value loss
loss
Net assets at beginning of the period 1,316,281 (705,910) 610,371 1,445,573 (707,643) 737,930
Issue of units 17,920,998 (2022: 5,841,250 units):
- Capital value (at net asset value per unit at 958,057 - 958,057 312,273 - 312,273
the beginning of the year)
- Element of income 34,193 - 34,193 10,266 - 10,266
992,250 - 992,250 322,539 - 322,539

Redemption of 19,004,730 units (2022: 8,507,711 units):
- Capital value (at net asset value per unit at the (1,015,993) - (1,015,993) (454,822) - (454,822)

beginning of the year)

- Amount paid out of element of Income relating to net

income for the period after taxation (45,429) (13,340) (58,769) (16,919) (8,493) (25,412)
(1,061,422) (13,340) (1,061,421) (471,741) (8,493)  (471,741)

Total comprehensive income for the period - 68,305 68,305 - 48,908 48,908
Net assets as at the end of the period 1,247,109 (650,944) 609,504 1,296,371 (667,228) 637,635

Undistributed loss brought forward

- Realised (704,873) (707,648)
- Unrealised (1,038) 5
(705,911) (707,643)

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

- Excluding capital gains 54,966 40,415
54,966 40,415
Undistributed loss carried forward (650,944) (667,228)
Undistributed loss carried forward
- Realised (638,201) (666,804)
- Unrealised (12,743) 424
(650,944) (667,228)
--- (Rupees) --- --- (Rupees) ---
Net assets value per unit as at beginning of the period 53.46 53.46

Net assets value per unit as at end of the period 58.98 57.07

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)

e b -

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM STATEMENT OF CASH FLOWS (UN-AUDITED)
FOR THE NINE MONTHS ENDED MARCH 31, 2023

CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the period before taxation
Adjustments for:

Capital loss/ (gain) on sale on investments-net

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

(Increase) / decrease in assets

Investments
Profit receivable
Advances and prepayments

Increase / (decrease) in liabilities

Payable to the Management Company
Payable to the Central Depository Company of Pakistan Limited - Trustee

Payable to the Securities and Exchange Commission of Pakistan
Payable against purchase of investments

Dividend payable
Accrued expenses and other liabilities

Net cash used in operating activities

CASH FLOWS FROM FINANCING ACTIVITIES

Receipts from issuance of units
Payments on redemption of units
Net cash (used in) financing activities

Net 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

Nine months ended

March 31,
2023 2022
Note =--e---- (Rupees in '000) --------
68,305 48,908
(5,748) 1,868
12,743 424
75,300 51,200
(81,699) (336,267)
(475) (1,517)
(189) (218),
(82,363) (338,002)
(75) 81
1 (13)
(38) (144)
(483,428) (36,250)
0 -

(879) (12,093)
(484,419) (48,419)
(491,482) (335,221)
992,250 322,539
(1,061,421) (471,741)
(69,171) (149,202)
(560,654) (484,425)
637,844 1,148,449
77,190 664,024

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)

"]JmJ/ﬂ-P fioll

=

Chief Executive Officer Chief Financial Officer Director
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE NINE MONTHS ENDED MARCH 31, 2023

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,
2022 to the Management Company and has assigned stability rating of "AA-(f)" dated March 9, 2023 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.

68 MCB PAKISTAN SOVEREIGN FUND




NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE NINE MONTHS ENDED MARCH 31, 2023

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.

2.1 This condensed interim financial information does not include all the information and disclosures required for full annual
financial statements and should be read in conjunction with the financial statements for the year ended 30 June 2022. The
comparative in the statement of assets and liabilities presented in the condensed interim financial information as at 31 March
2023 have been extracted from the audited financial statements of the Fund for the year ended 30 June 2022, where as the

comparatives in the condensed interim income statement, condensed interim cash flow statement, condensed interim
distribution statement and condensed interim statement of movement in unit holders' funds are stated from unaudited
condensed interim financial information for the nine months ended 31 March 2023.

2.2 The disclosures made in this condensed interim financial information have, however, been limited based on the requirements of
the International Accounting Standard 34: 'Interim Financial Reporting'. This condensed interim financial information is
unaudited.

2.3 In compliance with schedule V of the NBFC Regulations the Directors of the Management Company, hereby declare that this
condensed interim financial statement give a true and fair view of the state of affairs of the Fund.

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

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

The accounting policies adopted and the methods of computation of balances used in the preparation of these condensed
interim financial statements are the same as those applied in the preparation of the annual financial statements of the Fund for
the year ended June 30, 2022.

The preparation of the condensed interim financial statements in conformity with accounting and reporting standards as
applicable in Pakistan requires management to make estimates, assumptions and use judgments that affect the application of
policies and reported amounts of assets, liabilities, income and expenses. Estimates, assumptions and judgments are
continually evaluated and are based on historical experience and other factors, including reasonable expectations of future
events. Revisions to accounting estimates are recognised prospectively commencing from the period of revision. In preparing
the condensed interim financial statements, the significant judgments made by management in applying the Fund’s accounting
policies and the key sources of estimation and uncertainty were the same as those applied to the financial statements as at and
for the year ended June 30, 2022. The Fund'’s financial risk management objectives and policies are consistent with those
disclosed in the annual financial statements of the Funds for the year ended June 30, 2022.

(Un-Audited) (Audited)

March 31, June 30,
2023 2022
4. BANK BALANCES Note ~  —=eoem- (Rupees in '000) --------
- In savings accounts 4.1 73,996 633,349
- In current accounts 4.2 3,194 4,495
77,190 637,844

4.1. These carry mark-up at rates ranging between 12.25% to 19% (June 30, 2022: 5.50% to 17.15%) per annum and include bank
balance of Rs. 0.6121 million (June 30, 2022: Rs. 0.701 million) maintained with MCB Bank Limited (a related party) which
carries profit rate 12.25% (June 30, 2022: 8.25%) per anum .

4.2. These include a balance of Rs. 3.169 million (June 30, 2022: Rs. 4.488 million) held with MCB Bank Limited (a related party).
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE NINE MONTHS ENDED MARCH 31, 2023

6 PAYABLE TO MCB-ARIF HABIB SAVINGS AND INVESTMENTS
LIMITED — MANAGEMENT COMPANY

Management remuneration payable 6.1 228 632
Sale load Payable 3 -
Sindh Sales Tax on management remuneration payable 6.2 30 82
Payable against allocated expenses 6.3 79 50
Payable against marketing and selling expenses 6.4 793 444
1,133 1,208

6.1 As per regulation 61 of the NBFC 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 the offering document, the management company charged management fees at the rate of up to 10% of the gross
earnings of the scheme, calculated on a daily basis.

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

6.3 In accordance with 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). The Management
Company has charged actual expenses related to registrar services, accounting, operations and valuation services to the fund to
the extent as it has think expedient on its discretion subject to not being higher than actual expenses.

6.4 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). The Management Company has charged selling and marketing expenses to the fund to
the extent as it has think expedient on its discretion subject to not being higher than actual expenses.

(Un-Audited) (Audited)
March 31, June 30,
2023 2022
Note =  -——--- (Rupees in '000) --------
7. ACCRUED EXPENSES AND OTHER LIABILITIES
Provision for Federal Excise Duty and related tax on 71

- Management fee 29,028 29,028
- Sales load 4,170 4,170
Withholding tax payable 233 1,172
Auditors' remuneration payable 451 383
Brokerage payable 4 6
Payable to legal advisor 721 734
Others 70 63
34,677 35,556
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10.

1.

12.

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, 2022. 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 March 31, 2023 would have been higher by Rs. 3.21 per unit (June 30, 2022: Re. 2.91 per unit).

CONTINGENCIES AND COMMITMENTS

As reported in the annual audited financial statements of the Fund for the year ended June 30, 2022, 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 c oncerned Additional
Commissioner Inland Revenue (ACIR) of Federal Board of Revenue (FBR) by rejecting the Fund’s claim for income tax
exemption as per Clause (99) of part | of the Second Schedule to the Income Tax Ordinance, 2001. The Management Company
on behalf of the Fund filed an appeal for stay application in front of Commissioner Appeals (CIRA); stay order was duly granted by
CIRA.

On November 25, 2021, the assessment order as issued by ACIR was remanded back by Commissioner Appeals (CIRA) and
ACIR have restarted proceedings. On November 07, 2022 the ACIR decided the matter against the Fund. Again being aggrieved
with the impugned order the Fund filed an appeal with CIRA. On April 7, 2023 the CIRA decided the matter in favor of the Fund.

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 Regulations, 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. The Fund
has not recorded any tax liability in respect of income relating to current period as the Management Company intends to distribute
in cash the required minimum percentage of the Fund's accounting income for the year ending June 30, 2023 as reduced by
capital gains (whether realised or unrealised) to its unitholders.

EARNINGS PER UNIT

Earnings per unit based on cumulative weighted average units for the period has not been disclosed as in the opinion of the
Management Company the determination of the same is not practicable.

TOTAL EXPENSE RATIO

The total annualized expense ratio of the fund from July 01, 2022 to March 31, 2023 is 1.56% (March 31, 2022: 2.16%) and this
includes 0.11% (March 31, 2022: 0.16%) representing Government Levy.

TRANSACTIONS WITH 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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12.2 Details of transactions with the connected persons / related parties during the period are as follows:

(Unaudited)  (Unaudited)
Mar 31, Mar 31,
2023 2022

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

Remuneration of the Management Company including indirect taxes 3,254 6,112
Expenses allocated by the Management Company 705 538
Marketing And Selling expenses 1,859 1,931

Central Depository Company of Pakistan Limited - Trustee
Remuneration including indirect taxes 314 356

MCB Bank Limited

Mark-up on bank deposits 1 6
Bank charges 8 10
Purchase of securities - face value Nil (2022: 50 M) - 46,371

Arif Habib Limited - Brokerage House
Brokerage expense* 63 -

(Unaudited) (Audited)
12.3 Balances outstanding at period / year end: Mar 31, June 30,
2023 2022

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

Remuneration payable to Management Company 228 503
Sales tax payable on remuneration to Management Company 30 65
Sale load payable 3 14
Selling and marketing payable 793 461
Expenses allocated by Management Company 79 55

MCB Bank Limited
Bank balance 27 2,248

Central Depository Company of Pakistan Limited - Trustee
Remuneration payable to Trustee 29 30
Sales tax payable on remuneration to Trustee 4 4

*  The amount disclosed represents the amount of brokerage paid / payable to connected persons and not the purchase or sale
value of securities transacted through them. The purchase or sale value has not been treated as transactions with connected
persons as the ultimate counter-parties are not connected persons.
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13.

14.

15.

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. 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).

CORRESPONDING FIGURES

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

DATE OF AUTHORISATION FOR ISSUE

These condensed interim financial information were authorised for issue on April 14, 2023 by the Board of Directors of
the Management Company.

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

e b -

Chief Executive Officer Chief Financial Officer Director

76 MCB PAKISTAN SOVEREIGN FUND




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



	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Page 17
	Page 18
	Page 19
	Page 20
	Page 21
	Page 22
	Page 23
	Page 24
	Page 25

