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Note - Change in Name

The name of the Company was previously MCB-Arif Habib Savings and Investments Limited,
which has been changed to MCB Investment Management Limited. On May 02, 2023,
the Board of Directors of the Company resolved to change the name of the Company to
MCB Investment Management Limited, pursuant to which an Extra-Ordinary General Meeting
(EOGM) of the Shareholders was convened on July 7, 2023 and the Shareholders approved the
new name of the Company by a special resolution. Thereafter, the Company applied to the
Registrar of Companies, SECP, for approval of Change of Name under the provisions of the
Companies Act, 2017, which was granted and a titled " Certificate of Incorporation on Change of
Name'" was issued by the Additional Registrar of Companies, Company Registration Office,
SECP on August 15, 2023 and as such, the Change of Name became effective from that date.
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Vision
“To be the most coveted Savings and Investment company,

while leading the effort to make the saving
population and industry grow”

Mission
“To be the preferred Savings and Investment Manager in Pakistan

by being best in class in customer services
and maximizing stakeholders’ value”

Core Values

HONESTY
We ensure to build trust through responsible actions and honest
relationships with our colleagues, customers and stakeholders

INTEGRITY
We work with integrity in everything we do, and embody our principles
when working with stakeholders as well as internal and external customers.
We assure to promote the integrity for the ultimate benefit for everyone

ETHICS
As a trusted custodian of customer funds, we are committed to
conforming to the highest level of ethical standards in the workplace
that involves putting customer interest first and maintaining
our stakeholders trust in the Company

PROFESSIONALISM
We value everyone and treat our external and internal
customers and our stakeholders with respect, dignity and professionalism
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AM1 Asset Manager Rating assigned by PACRA

MCB Investment Management Limited*
(Formerly: MCB-Arif Habib Savings and Investments Limited)
Adamjee House, 2nd Floor,

I.I. Chundrigar Road, Karachi.

*Note: On May 02, 2023, the Board of Directors resolved to change the name of the Company, pursuant to which on
July 7, 2023 in Extra-Ordinary General Meeting (EOGM) the Shareholders approved the new name of the Company i.e.
MCB Investment Management Limited. Thereafter, the Company applied to SECP, for approval of Change of Name,
which was granted on August 15, 2023 and as such, the Change of Name became effective from that date.
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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE YEAR ENDED JUNE 30, 2023

Dear Investor,

On behalf of the Board of Directors, I am pleased to present MCB DCF Income Fund accounts review for
the year ended June 30, 2023.

ECONOMY AND MONEY MARKET REVIEW

The fiscal year 2023 (FY23) remained a difficult year for Pakistan as it faced multiple macroeconomic
challenges. The 2022 monsoon floods caused significant damage to infrastructure, crops, and livestock, as
well as loss of precious lives. The global commodity prices and currency devaluation ushered a wave of
inflation never seen since 1974, leading to all time high interest rates. The IMF program remained elusive
throughout the latter half of fiscal year which became extremely challenging for the government facing
both political and economic difficulties.

The county’s external position remained precarious with SBP’s foreign exchange reserves declining to
USD 4.5 billion as of 30 Jun 23 (mere import cover of 3 weeks) compared to USD 9.8 billion at the start of
the fiscal year. Albeit with some delay and reluctance, the government took several politically unpopular
steps such as raising energy tariffs, letting PKR depreciate, slapping additional taxes and raising interest
rates as per IMF’s demands. However, IMF’s Staff Level Agreement (SLA) of IMF 9th review eluded
throughout the year as the IMF and government were unable to reach a consensus. 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 40% in
FY23 to close at 286.0 near to its all-time high level.

The country posted a current account deficit (CAD) of USD 2.9 billion in first eleven months of the fiscal
year 2023 (11MFY23) declining by 81% YoY compared to a deficit of USD 15.2 billion in the
corresponding period last year. Narrowing trade deficit was the major contributor towards improving CAD
as a 12.2% decrease in exports coupled with a 23.9% drop in imports led to a 33.8% contraction in the trade
deficit. The government kept a lid on imports through administrative measures by imposing import quotas
on selective imports. However, these steps led to an increase in smuggling activity which diverted
remittances towards grey channels. Furthermore, the tight leash on imports caused shortages across various
industries impacted overall economic growth.

Headline inflation represented by CPI averaged 29.0% during FY23 compared to 12.1% in the
corresponding period last year. Higher food prices coupled with rising electricity, gas and petroleum prices
were the major contributors towards the jump in CPI. The inflationary pressures were broad based, which is
depicted by core inflation increasing to 21.2% compared to 12.3% at the end of last fiscal year. SBP has
increased interest rates by 1.0% to 22% in an emergent MPS in Jun-23 to push the real interest rate in
positive territory on a forward-looking basis and anchor inflation expectations.

The country’s provisional GDP growth clocked at 0.29% in FY23 with Agricultural and Services sector
increasing by 1.6% and 0.9%, respectively, while industrial sector witnessed a drop of 2.9%. Historic high
interest rates coupled with import restrictions were the major culprits behind the fall in industrial output.
On the fiscal side, FBR tax collection increased by 16.4% in FY23 to PKR 7,154 billion compared to PKR
6,149 billion in the same period last year but missed the target by PKR 486 billion.

Secondary markets yields increased in FY23 on account of monetary tightening and bout of inflationary
pressures post a massive currency devaluation. The 3,6 and 12 Month T-Bills yield increased by 767, 772
and 763 basis points (bps) respectively while 3,5 and 10 Years Bond yields rose by 602, 315 and 240bps
respectively during FY23.

FUND PERFORMANCE

During the period under review, the fund generated a year-to-date return of 15.46% as against its
benchmark return of 20.11%. The WAM of the fund increased to 2 years because of interest rate outlook
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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE YEAR ENDED JUNE 30, 2023

which was on a rising trend. The fund allocation remained notably in Cash, PIBs and T-Bills at the end of
the period under review. At period-end, the fund was invested 32% in Cash, 18.4% in PIBs, 24.9% in T-
Bills and 5.7% in TFCs. The Net Assets of the Fund as at June 30, 2023 stood at Rs 7,706 million as
compared to Rs. 4,617 million as at June 30, 2022 registering an increase of 67%. The Net Asset Value
(NAYV) per unit as at June 30, 2023 was Rs. 108.0027 as compared to opening NAV of Rs. 107.3596 per
unit as at June 30, 2022 registering an increase of Rs. 0.6431 per unit.

ECONOMY & MARKET - FUTURE OUTLOOK

International Monetary Fund (IMF) and Pakistan have struck a staff-level agreement for the provision of
USD 3 billion in bailout funds under a stand-by arrangement (SBA). The program is set to span nine
months, and the IMF board approval of the SBA will unlock an immediate disbursement of USD 1.2bn,
with the remaining USD 1.8bn scheduled after reviews in Nov-23 and Feb-24.

The new program comes at a critical time when Pakistan is grappling with a severe balance of payments
crisis. The successful resumption of the IMF program will help Pakistan to unlock funding from bilateral
and multilateral sources helping in rebuilding foreign exchange reserves. Saudi Arabia and UAE have
already pledged USD 2bn and USD 1bn respectively which were contingent on the resumption of IMF
program, out of which USD 2 billion from KSA has already been received in July 2023. China is also
expected to provide USD 2.0 billion with the Chinese commercial banks providing additional USD 1.5
billion. In addition, the IMF program will also help Pakistan to access concessionary financing from World
Bank and other multilateral agencies. This has averted the risk of near term default and we expect currency
to remain stable in the near term.

We expect Average FY24 inflation to ease to 19.3% compared to 29.0% in FY23 as the base effect will
come into play. Inflation is expected to follow a downward trajectory and the buildup of forex reserves
during the period may allow a monetary easing cycle in the quarter ending Dec-23. We expect a cumulative
easing of around 6% in the next 12 months, however, its pace and timing would be determined by trend in
FX reserves.

From the capital market perspective particularly equities, the market is trading at cheap valuations. Market
cap to GDP ratio has declined to 7.5%, a discount of 62% from its historical average of 19.7%. Similarly,
Earning Yield minus Risk Free Rate is close to 6.0%, compared to the historical average of 2.7% signifying
a deep discount at which the market is trading. The resolution of challenges on external account will help to
unlock market potential. We believe a micro view of sectors and stocks will remain important and
investment selection should focus on companies which trade at a deep discount to their intrinsic value. The
market is currently trading at PER of 4.7x, while offering a dividend yield of 11.8%.

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 28.9% during FY23 to PKR
1,564 billion. Total money market funds grew by about 34.4% since June 2022. Within the money market
sphere, conventional funds showed a growth of 6.1% to PKR 473 billion while Islamic funds increased by
90.4% to PKR 429 billion. In addition, the total fixed Income funds increased by about 23.7% since June
2022 to PKR 369 billion. Equity and related funds declined by 27% to PKR 168 billion as concern over
macroeconomic factors kept investors at bay.

In terms of the segment share, Money Market funds were the leader with a share of around 57.7%, followed

by Income funds with 23.6% and Equity and Equity related funds having a share of 10.7% as at the end of
FY23.
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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE YEAR ENDED JUNE 30, 2023

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, external concerns have eased post
agreement with IMF 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.

MANAGEMENT COMPANY

The fund is managed by MCB-Arif Habib Savings & Investments Limited which is the subsidiary of MCB
Bank Limited. On April 18, 2023, MCB Bank Limited (MCB) has acquired 21,664,167 (30.09%) shares
from Arif Habib Corporation Limited (AHCL) resulting an increase in shareholding from 36,956,768
(51.33%) shares to 58,620,935 (81.42%) and AHCL no longer holds any shares in MCB-AH.

Consequently, the members of the Company in an Extra Ordinary General Meeting (EOGM) held on July
07, 2023 have resolved via special resolution that the name of the Company be changed from MCB-Arif
Habib Savings and Investments Limited to MCB Investment Management Limited and a formal request for
change of name has been forwarded to the Securities and Exchange Commission of Pakistan (SECP) for its
approval.

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:

e 4 Non — Executive Directors;
e 3 Independent Directors; and
e 1 Executive Director (CEO).

The details of above are as under:

:Il(;' Name Status Membership in other Board Committees
1. Mr. Haroun Rashid Non-Executive None
Director
2. Mr. Shoaib Mumtaz Nor};iz(e;ourtlve HR&R* Committee
. Non-Executive Audit Committee; and

3 Mr. Ahmed Jahangir Director HR&R* Committee.

4. Mr. Manzar Mushtaq Notll)-ﬁ)e(s;:(;lrtlve Audit Committee

5. E[};escslasigvaﬂ Meckal Ingeifee(‘i((l;nt Audit Committee (Chairman)

6. Mr. Fahd Kamal Chinoy Ingﬁ?:&iim HR&R* Committee (Chairman).
7. Ms. Mavra Adil Khan Ing?fggiint HR&R* Committee

8. lg/;rléle\/r[:llhammad Saqib Executive Director HR&R* Committee

* HR&R stands for Human Resource and Remuneration
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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE YEAR ENDED JUNE 30, 2023

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.

The financial statements, present fairly the state of affairs, the results of operations, cash flows and
changes in equity;

Proper books of accounts of the fund have been maintained;

Appropriate accounting policies as stated in the notes to the financial statements have been
consistently applied in preparation of financial statements and accounting estimates are based on
reasonable and prudent judgment;

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.;

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

There are no significant doubts upon the fund’s ability to continue as going concern;

There has been no material departure from the best practices of Corporate Governance, as detailed
in the listing regulations;

The outstanding taxes, statutory charges and duties, if any, have been fully disclosed in the audited
financial statements;

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.

As at June 30, 2023, the Company is in compliance with the requirements of Directors’ Training
Program, as contained in Regulation No. 20 of the Code;

The detailed pattern of shareholding as on June 30, 2023 is annexed,;

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;

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, 2023:
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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE YEAR ENDED JUNE 30, 2023

1. Meeting of the Audit Committee.

During the year, eight (8) meetings of the Audit Committee were held. The attendance of each
participant is as follows:

Number of meetings

Number
Name of Persons Of Attendance Leave
meetings required Attended ranted
held q g
1. Mirza Qamar Beg (Chairman)* 8 8 8 -
2. Mr. Nasim Beg* 8 8 7 1
3. Mr. Ahmed Jahangir 8 8 8 -
4. Mr. Kashif A. Habib* 8 8 6 2
5. Syed Savail Meekal Hussain 8 8 5 3
*  Resigned on May 02, 2023.
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
Name of Persons of Attend.anc Attended Leave

meetings e required granted

1. Mirza Qamar Beg (Chairman)* 5 5 5 -

2. Mr. Ahmed Jahangir 5 5 5 -

3. Mr. Nasim Beg* 5 5 5

4, Ms. Mavra Adil Khan 5 5 2 3

5. Syed Savail Meekal Hussain 5 5 5 -

6 Mr. Muhammad Saqib Saleem 5 5 5 i

(CEO)
*  Resigned on May 02, 2023.

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 Chief Internal
Auditor of the Management Company and their spouses and minor children.

EXTERNAL AUDITORS

The Fund's external auditor's M/s. A.F Ferguson & Co. Chartered Accountants have retired after
completion of audit for Financial Year ended June 30, 2023. The Audit Committee has recommended
appointment of M/s. M. Yousuf Adil Saleem & Co. Chartered Accountants as external auditors of the
Fund for financial year ending June 30, 2024 and the Board has also endorsed the recommendation of the
Audit Committee. M/s. M. Yousuf Adil Saleem & Co. Chartered Accountants has also expressed their
willingness to act as the Fund's external auditors.
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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE YEAR ENDED JUNE 30, 2023
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REPORT OF THE FUND MANAGER
FOR THE YEAR ENDED JUNE 30, 2023

Fund Type and Category

MCB DCF Income Fund (MCB DCFIF) is an open-end Income scheme, which falls under the category of
Income Scheme.

Fund Benchmark
The benchmark for MCB DCFIF is Six (6) months KIBOR rates.
Investment Objective

To deliver superior fixed income returns by investing in an optimal mix of authorized debt instrumen ts while
taking into account capital security and liquidity consideration.

Investment Strategy

The Fund through active management will aim to provide optimum returns for its Unit Holders by inves ting
in medium to long term assets. The fund may also invest a portion of the Fund in money market and short
term instruments in order to provide liquidity to Unit Holders at the same time.

Manager’s Review

During the period under review, the fund generated an annualized return of 15.46% as against its
benchmark return of 20.11%. The WAM of the fund decreased to 2.0 years. The fund allocation remained
notably in cash and TFCs at the end of the period under review. At period -end, the fund was 18.4% invested

in PIBs, 32.0% in Cash, 24.9% in T-Bills and 5.7% in TFCs.

The Net Assets of the Fund as at June 30, 2023 stood at Rs. 7,706 million as compared to Rs. 4,617 million as
at June 30, 2022 registering an increase of 66.9%.

The Net Asset Value (NAV) per unit as at June 30, 2023 was Rs.108.0027 as compared to opening NAV of Rs.
107.3596 per unit as at June 30, 2022 registering an increase of Rs. 0.6431 per unit.

Asset Allocation as on June 30, 2023 (% of total assets)

Asset Allocation (%age of Total Assets) Jun-23
Cash 32.0%
TFCs/Sukuks 5.7%
Government Backed / Guaranteed Securities 4.1%
GOP ljara Sukuk 4.4%
PIBS 18.4%
T-Bills 24.9%
Spread Transactions 0.0%
Others including receivables 10.5%
Margin Trading 0.0%
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REPORT OF THE FUND MANAGER
FOR THE YEAR ENDED JUNE 30, 2023

Asset Quality as of June 30, 2023 (% of total assets)

AA-  AA A+
A 0.7% 08% 0.0%

0.0%
A- \

0.0%

Not Rated
10.5%

Government Securities
AA+ 51.8%

31.4%

4.8%

Mr. Saad Ahmed
Fund Manager
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TRUSTEE REPORT TO THE UNIT HOLDERS

CENTRAL DEPOSITORY COMPANY
OF PAKISTAN LIMITED

Head Office:

COE House, 99-B, Block ‘B’
S5.M.CHS., Main Shahra-e-Faksal
Karachi - 74400, Pakistan,

Tel : (92-211 111-111-500

Fax: (92-21] 34326021 - 23

LIRL: www.cdcpakistan.com

Email: infoscde pak.com

TRUSTEE REPORT TO THE UNIT HOLDERS
MCB DCF INCOME FUND

Report of the Trustee pursuant to Regulation 41(h) and clause 8 of Schedule V of
the Non-Banking Finance Companies and Notified Entitics Regulations, 2008

We Central Depository Company of Pakistan Limited, being the Trustee of MCB DCH
Income Fund {the Fund) are of the opinion that MCB Investment Management Limited
{Formerly MCRB-Arif Hahib Savings and Investments Limited) being the Management
Company of the Fund has m all material respects managed the Fund during the year
ended June 30, 2023 in accordance with the provisions of the following

(1) Limitations imposed on the investment powers of the Management Cormpuan
undler the constitutive documents of the Fund;

{1} The pricing, issuance and redemption of units are carried out in secordance with
the requirements of the constitutive documents of the Fund;

{iti} The management fee, fee payvable 1o Commission and other expenses paid from
the Fund during the period are in accordance with the applicable regulatory
framework: and

[iv) The Non-Banking Finance Companies | Establishment and Regulations) Rules
2003, the Non-Banking Finance Companics and Notified Entities Regulations.
2008 and the constitutive documents of the Fund.

Badiuddin Akbe
Chief Exceutive Officer
Central Depository Company of Pakistan Limited

2023

Karachi, September 25

IR §
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INDEPENDENT AUDITOR’S REPORT TO THE UNIT HOLDERS
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INDEPENDENT AUDITOR'S REFORT

To the Unit holders of MCE DCF Income Fund
Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of MCB DCF Income Fund (the Fund), which comprise the
statement of assets and liabilities as at June go, 2023, and the income statement, statement of
comprehensive income, statement of movement in unit holders’ fund and cash flow statement for the year
then ended, and notes to the financial statements, including a summary of significant aceounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of
the Fund as at June 30, 2023, and of its financial performance and its cash flows for the year then ended in
pccordance with the accounting and reporting standards as applicable in Pakistan,

Basis for Opinion

We conducted our audit in accordance with International Standards on Anditing (1SAs) as applicable in
Pakistan. Our responsibilities under those standards are further described in the Auditor’s Responsibilities
Sfor 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 Aecountants’ Code of Ethies 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 is the key audit matter:

S.No. Key Audit Matter | How the matter was addressed in our audit

1 Net Asset Value (NAV)
{Refer notes 4 and 5 to the annexed financial
statements)

Balances with banks and Investments| Our audit procedures amongst others included the following:
constitute the most significant eemponents of Obtained i i it

3 - independent confirmations for verifying the
the NAV. Balances with banks of the Fund as at existence of the investment portfolio and balances with
June 30, 2023 aggregated to Rs 3.929.010 banks as at June 30, 2023 and traced them to the books
million and Investments amounted to RS .54 pecords of the Fund. Where such confirmations were
7.022.044 million. not available, alternate audit procedures were performed;
111_rtﬂ1ﬂcl'::‘§ of halmﬁfs ‘Il:‘:“:: ;aﬂ:?e:lnd t";; » Re-performed valustion to assess that investments are
ex1stence o pmp-er yvaluato y TREI carried ; I the valuation methodology s cified in the
for the determination of NAV of the Fund as at a&num;::;““d“i ey’ -

June 30, 2023 was considered a high risk area e
and therefore, we considered this as a key sudit|* Obtained bank reconciliation statements and tested
reconciling items on o sample basis.

L | Gt

A, F. FERGUSON & C0., Chartered Accountants, @ member firm of the PrC nefiwork
Srate Life Building No. 1-C, I.I. Chundrigar Road, F.0. Box 4716, Karachi-pqoo0, Pakistan
Tel: +92 (21) 32426682-6/32426711-5; Fax: +92 (21) 32415007/ 32427938/ 32424730; <wwiepwe.com/pk=

=« KARACH| « LAHORE « ISLAMABAD
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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 auditor's 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 of the Management Company for
the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordanee 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 liquidate the Fund or to cease operations,
or has no realistic alternative but to do so.

Board of directors of the management company is responsible for overseeing the Fund's financial reporting
process.

Auditor’s Responsibilities for the Audit of the Financial 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 1SAs as applicable in Pakistan will always detect a material misstatement
when it exists. Misstatements can arise from frand or error and are considered materdal if, individually or
in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

As part of an audit in accordance with 1SAs as applicable in Pakistan, we exercise professional judgment
and maintain professional skepticism throughout the audit. We also:

» Identifv and assess the risks of material misstatement of the fina neial statements, whether due to frand
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 ervor, as fraud may involve
eollusion, 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.

A 2w
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* 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, Our 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 board of directors of the management company regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant deficiencies
in internal conirol that we identify during our audit.

We also provide board of directors of the management company 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 board of directors of the management company, 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
precludes 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 outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

Based on our audit, we further report that in our opinion the financial statements have been prepared in all
material respects in accordance with the relevant provisions of the Non-Banking Finance Companies and
Motified Entities Regulations, 2008.

The engagement partner on the audit resulting in this independent auditor’s report is Junaid Mesia,

ﬁl. usen &,

A. F. Féguson & Co.

Chartered Accountants

Dated: September 22, 2023
Karachi

UDIN: ARZ02310611azjgBTWN9
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STATEMENT OF ASSETS AND LIABILITIES
AS AT JUNE 30, 2023

Note June 30, June 30,
2023 2022
-------- (Rupees in '000) --------
ASSETS
Balances with banks 4 3,929,019 3,780,064
Investments 5 7,022,044 1,563,944
Mark-up, dividend and other receivables 6 142,110 79,685
Receivable against margin trading system - -
Receivable against sale of investments 1,114,288 -
Advances, deposits and prepayments 7 86,104 166,522
Total assets 12,293,565 5,590,215
LIABILITIES
Payable to MCB-Arif Habib Savings & Investments Limited - Management
Company 8 26,753 12,172
Payable to Central Depository Company of Pakistan Limited - Trustee 9 512 316
Payable to the Securities and Exchange Commission of Pakistan 10 1,180 866
Payable against purchase of investments 4,228,664 821,364
Accrued and other liabilities 1 329,987 138,182
Total liabilities 4,587,096 972,900
NET ASSETS 7,706,469 4,617,315
Unit holders’ fund (as per statement attached) 7,706,469 4,617,315
Contingencies and commitments 12
------- (Number of units) -------
NUMBER OF UNITS IN ISSUE 71,354,399 43,007,935
------------- (Rupees) ======mn=mnmn
NET ASSET VALUE PER UNIT 3.7 108.0027 107.3596

The annexed notes from 1 to 27 form an integral part of these financial statements

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

-

Chief Executive Officer Chief Financial Officer Director
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INCOME STATEMENT
FOR THE YEAR ENDED JUNE 30, 2023

For the year ended

Note June 30, June 30,
2023 2022
------ (Rupees in '000) ------

INCOME
Profit on bank deposits and term deposit receipts 188,414 180,962
Income from government securities 754,669 190,033
Income from term finance certificates and sukuk certificates 150,273 64,533
Dividend income - 24,530
Income from letter of placements 737 -
Income from spread transactions - net - 19,687
Net loss on sale of investments (27,557) (44,433)
Profit on margin trading system - 4,510
Unrealised (diminution) / appreciation on re-measurement of investments

classified as financial assets at fair value through profit or loss' - net 51.7 (35,874) 6,815
Other income 2,374 2,529
Total income 1,033,036 449,166
EXPENSES
Remuneration of MCB-Arif Habib Savings & Investments

Limited - Management Company 8.1 88,005 64,050
Sindh sales tax on remuneration of the Management Company 8.2 11,441 8,324
Allocated expenses 8.3 5,867 4,330
Selling and marketing expenses 8.4 23,937 17,612
Remuneration of Central Depository Company of Pakistan Limited - Trustee 9.1 4,400 3,247
Sindh sales tax on remuneration of the Trustee 9.2 575 422
Annual fee to the Securities and Exchange Commission of Pakistan 10.1 1,180 866
Auditors' remuneration 13 974 733
Brokerage, settlement and bank charges 3,002 8,402
Legal and professional charges 174 1,170
Fees and subscription 537 527
Printing and related costs 39 37
Total expenses (140,131) (109,720)
Net income from operating activities 892,905 339,446
Reversal of provision for Sindh Workers' Welfare Fund (SWWF) 11.1 - 42,902
Net income for the year before taxation 892,905 382,348
Taxation 14 - -
Net income for the year after taxation 892,905 382,348
Earnings per unit 3.13 - -
Allocation of net income for the year:

Net income for the year after taxation 892,905 382,348

Income already paid on units redeemed (201,942) (97,855)

690,963 284,493

Accounting income available for distribution:

- Relating to capital gains - -

- Excluding capital gains 690,963 284,493

690,963 284,493

The annexed notes from 1 to 27 form an integral part of these financial statements

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

-

S i

Chief Executive Officer Chief Financial Officer

Director
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STATEMENT OF OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2023

For the year ended
June 30, June 30,
2022 2021
------ (Rupees in '000) ------

Net income for the year after taxation 892,905 382,348

Other comprehensive income for the year

Total comprehensive income for the year 892,905 382,348

The annexed notes from 1 to 27 form an integral part of these financial statements

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

-

Chief Executive Officer Chief Financial Officer Director
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STATEMENT OF MOVEMENT IN UNIT HOLDERS' FUNDS
FOR THE YEAR ENDED JUNE 30, 2023

Net assets at beginning of the year

Issuance of 59,906,524 units (2022: 28,799,547 units)
- Capital value (at ex-net assets value per unit at
the beginning of the year)
- Element of income

Redemption of 31,560,060 units (2022: 19,849,438 units)
- Capital value (at ex-net assets value per unit at
the beginning of the year)
- Element of loss

Total comprehensive income for the year

Interim distribution for the year ended June 30, 2023
@ Rs 15.8624 per unit on June 17, 2023

Refund of capital for the year ended June 30, 2023

Interim distribution for the year ended June 30, 2022
@ Rs 9.3394 per unit on June 24, 2022

Refund of capital for the year ended June 30, 2022

Total distributions during the year
Net assets at end of the year

Undistributed income brought forward comprising of:
- Realised

- Unrealised

Undistributed income brought forward

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

Distributions during the year

Undistributed income carried forward

Undistributed income carried forward comprising of:
- Realised
- Unrealised

Net asset value per unit at the beginning of the year

Net asset value per unit at the end of the year

June 30, 2023

June 30, 2022

Capital value Unclllstrlbuted Total Capital value Un(.ilstrlbuted Total
income income
(Rupees in '000)
4,197,230 420,085 4,617,315 3,234,571 411,379 3,645,950
6,431,541 - 6,431,541 3,083,042 - 3,083,042
376,345 - 376,345 93,364 - 93,364
6,807,886 - 6,807,886 3,176,406 - 3,176,406
3,388,276 - 3,388,276 2,124,917 - 2,124,917
83,544 201,942 285,486 21,792 97,855 119,647
3,471,820 201,942 3,673,762 2,146,709 97,855 2,244,564
- 892,905 892,905 - 382,348 382,348
- (659,215)| (659,215) - - -
(278,660) - (278,660) - - -
- - - - (275,787)| (275,787)
- - - (67,038) - (67,038)
(278,660) (659,215) (937,875) (67,038) (275,787) (342,825)
7,254,636 451,833 7,706,469 4,197,230 420,085 4,617,315
413,270 395,044
6,815 16,335
420,085 411,379
690,963 284,493
690,963 284,493
(659,215) (275,787)
451,833 420,085
487,707 413,270
(35,874) 6,815
451,833 420,085
(Rupees) (Rupees)
107.3596 107.0518

108.0027

The annexed notes from 1 to 27 form an integral part of these financial statements

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

-

Chief Executive Officer

Chief Financial Officer
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CASH FLOW STATEMENT

FOR THE YEAR ENDED JUNE 30, 2023

CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the year before taxation

Adjustments for:

Dividend income

Reversal of provision for Sindh Workers' Welfare Fund (SWWF)

Income from spread transactions - net

Unrealised (diminution) / appreciation on re-measurement of investments
‘financial assets at fair value through profit or loss' - net

(Increase) / decrease in assets
Investments - net

Mark-up, dividend and other receivables
Receivable against margin trading system
Receivable against sale of investments
Advances, deposits and prepayments

Increase / (decrease) in liabilities

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

Payable to the Securities and Exchange Commission of Pakistan (SECP)

Payable against purchase of investments

Accrued and other liabilities

Dividends received
Net cash used in operating activities

CASH FLOWS FROM FINANCING ACTIVITIES

Receipts from issuance of units - net of refund of capital

Net payments on redemption of units

Dividend paid

Net cash generated from financing activities

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

Cash and cash equivalents at end of the year

The annexed notes from 1 to 27 form an integral part of these financial statements

For MCB-Arif Habib Savings and Investments Limited

(the Management Company)

-

Chief Executive Officer Chief Financial Officer
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For the year ended

June 30,

2023

June 30,

2022

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

892,905 382,348
- (24,530)
- (42,902)
- (19,687)
35,874 (6,815)
928,779 288,414
(3,901,847) (256,543)
(62,426) (45,360)

- 49,596
(1,114,288) 386,229
80,418 (119,452)
(4,998,143) 14,470
14,581 2,108
196 36

314 59
3,407,300 (1,144,551)
191,805 (5,795)
3,614,196 (1,148,143)
- 24,530
(455,168) (820,729)
6,529,226 3,109,368
(3,673,762) (2,244,564)
(659,215) (275,787)
2,196,249 589,017
1,741,081 (231,712)
3,780,064 4,011,776
5,521,145 3,780,064

S i

Director
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2023

1.1

1.2

1.3

1.4

1.5

1.6

2.2

LEGAL STATUS AND NATURE OF BUSINESS

MCB DCF Income Fund (the Fund) was established under a Trust Deed dated November 20, 2006 executed
between Arif Habib Investments Limited (now MCB-Arif Habib Savings and Investments Limited) as the
Management Company and Central Depository Company of Pakistan Limited as the Trustee. The draft Trust Deed
was approved by the Securities and Exchange Commission of Pakistan (SECP) as a Collective Investment Scheme
on November 7, 2006 consequent to which the trust deed was executed on November 10, 2006 in accordance with
the Asset Management Companies Rules, 1995 (AMC Rules) repealed by the Non-Banking Finance Companies
(Establishment and Regulations) Rules, 2003 (the NBFC Rules). The Fund are required to be registered under the
"Sindh Trusts Act, 2020" (the Sindh Trust Act). Accordingly, on August 12, 2021 the Trust Deed of the fund had
been registered under the Sindh Trust Act.

On April 18, 2023, MCB Bank Limited (MCB) has acquired 21,664,167 (30.09%) shares of MCB Arif Habib Savings
& Investment Limited (MCB-AH) from Arif Habib Corporation Limited (AHCL). By virtue of this transaction MCB Bank
Limited's shareholding in MCB-AH has increased from 36,956,768 (51.33%) shares to 58,620,935 (81.42%) and
AHCL no longer holds any shares in MCB-AH. The Board of Directors of the Management Company has passed a
resolution in 188th BOD meeting held on May 2, 2023 for the change of name of the Management Company from
"MCB-Arif Habib Savings and Investment Limited" to "MCB Investment Management Limited". The Securities and
Exchange Commission of Pakistan has also given approval on the Memorandum of Association regarding the
Change of Name. The Change of Name of the Management Company has also been approved in the Extra Ordinary
General Meeting (EOGM) held on July, 07, 2023 by the Share Holders representing 89.01% Shareholding. After the
conclusion of EOGM, the Management Company has applied to the registrar for the alteration in Memorandum and
Arlicle of Association and performing all the legal formalities incidental thereta.

The Management Company of the Fund has been licensed to act as an Asset Management Company under the
NBFC Rules through a certificate of registration issued by the SECP. The registered office of the Management
Company is situated at 2nd Floor, Adamjee House, |.I Chundrigar Road, Karachi, Pakistan.

The Fund is an open ended mutual fund and has been categorised as "Income Scheme" and offers units for public
subscription on a continuous basis. The units of the Fund are transferable and can also be redeemed by
surrendering them to the Fund. The units are listed on the Pakistan Stock Exchange Limited.

The Fund primarily invests in money market and other instruments which includes corporate debt and government
securities, repurchase agreements and spread transactions. The Fund may also invest a portion of its funds in
medium term assets in order to provide higher return to unit holders.

Pakistan Credit Rating Agency Limited (PACRA) has assigned an asset manager rating of 'AM1 dated October 06,
2022 to the Management Company and a stability rating of 'AA-(f)' dated March 09, 2023 to the Fund.

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

BASIS OF PREPARATION
STATEMENT OF COMPLIANCE

These financial statements have 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 (IFRSs) 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

- Non-Banking Finance Companies (Establishment and Regulations) Rules, 2003 (the NBFC Rules), Non-
Banking Finance Companies and Notified Entities Regulations, 2008 (the NBFC Regulations) and requirement
of the Trust Deed.

Where provisions of and directives issued under the Companies Act, 2017, part VIIIA of the repealed Companies
Ordinance, 1984, the NBFC rules, the NBFC Regulations and the requirements of the Trust Deed differ from the
IFRSs , 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.

Accounting convention

These financial statements have been prepared under the historical cost convention except for investments
classified as 'at fair value through profit or loss' which are measured at fair value.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2023

23

24

2.5

2.6

3.1

3.2

3.3

3.31

3.3.11

Standards, interpretations and amendments to published accounting and reporting standards that are
effective in the current year:

There are certain amendments to the published accounting and reporting standards that are mandatory for the
Fund's accounting period beginning on July 1, 2022. However, these do not have any significant impact on the
Fund's operations and, therefore, have not been detailed in these financial statements.

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

There are certain standards, amendments and interpretations that are mandatory for the Fund's accounting period
beginning on or after July 1, 2023 but are considered not to be relevant or will not have any significant effect on the
Fund's operations and are, therefore, not disclosed in these financial statements.

Critical accounting estimates and judgements

The preparation of the financial statements in accordance with the accounting and reporting standards as applicable
in Pakistan requires the management to make judgements, estimates and assumptions that affect the application of
policies and reported amounts of assets and liabilities, income and expenses. The estimates, judgements and
associated assumptions are based on historical experience and various other factors including expectations of
future events that are believed to be reasonable under the circumstances, the results of which form the basis of
making judgements about carrying values of assets and liabilities. The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the year in which the estimate is
revised if the revision affects only that year, or in the year of revision and future years if the revision affects both
current and future years.

The estimates and judgements that have a significant effect on the financial statements of the Fund relate to
classification, valuation and impairment of financial assets (notes 3.3 and 5).

Functional and presentation currency

Items included in the financial statements are measured using the currency of the primary economic environment in
which the Fund operates. These financial statements are presented in Pakistani Rupee, which is the Fund's
functional and presentation currency.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are set out below. These
policies have been consistently applied to all the years presented.

Cash and cash equivalents

These comprise balances with banks in savings and current accounts and other short-term highly liquid investments
with original maturities of three months or less.

Financial assets

Classification and subsequent measurement

Debt instruments

IFRS 9 has provided a criteria for debt securities whereby these debt securities are either classified as:

- amortised cost;

- at fair value through other comprehensive income “(FVOCI)”; or

- at fair value through profit or loss (FVTPL) based on the business model of the entity.

However, IFRS 9 also provides an option whereby securities managed as a portfolio or group of assets and whose
performance is measured on a fair value basis, to be recognised at FVTPL. The Fund is primarily focused on fair
value information and uses that information to assess the assets’ performance and to make decisions. Therefore,

the management considers its investment in debt securities as being managed as a group of assets and hence has
classified them as FVTPL.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2023

3.3.1.2

3.3.2

3.3.21

3.3.3

3.3.4

3.3.5

3.3.6

Equity instruments

Equity instruments are instruments that meet the definition of equity from the issuer's perspective and are
instruments that do not contain a contractual obligation to pay and that evidence a residual interest in the issuer's
net assets.

All equity investments are required to be measured in the “Statement of Assets and Liabilities” at fair value, with
gains and losses recognised in the “Income Statement”, except where an irrevocable election has been made at the
time of initial recognition to measure the investment at FVOCI. The management considers its investment in equity
securities being managed as a group of assets and hence has classified them as FVTPL. Accordingly, the
irrevocable option has not been considered.

The dividend income for equity securities classified under FVTPL is recognised in the Income Stateme nt.

Since all investments in equity instruments have been designated as FVTPL, the subsequent movement in the fair
value of equity securities is routed through the Income Statement.

Impairment

The Fund assesses on a forward-looking basis the expected credit losses (ECL) associated with its financial assets
(other than debt instruments as per Circular 33 of 2012) carried at amortised cost and FVOCI. The Fund recognises
a loss allowance for such losses at each reporting date. The measurement of ECL reflects:

- an unbiased and probability-weighted around that is determined by evaluating a range of possible outcomes;

- the time value of money; and

- reasonable and supportable information that is available without undue cost or effort at the reporting date about
past events, current conditions and forecast of future economic conditions.

The 12 months ECL is recorded for all financial assets in which there is no significant increase in credit risk from the
date of initial recognition, whereas a lifetime ECL is recorded for all remaining financial assets.

Impairment loss on debt securities

Provision for non-performing debt securities is made on the basis of time-based criteria as prescribed by the SECP
and based on management's assessment made in line with its provisioning policy approved by the Board of
Directors of the Management Company in accordance with the guidelines issued by the SECP. Impairment losses
recognised on debt securities can be reversed through the Income Statement.

As allowed by the SECP, the Management Company may make provision against debt securities over and above

the minimum provision requirement prescribed by the SECP, in accordance with the provisioning policy duly
approved by the Board of Directors of the Management Company.

Regular way contracts
All regular way purchases and sales of financial assets are recognised on the trade date i.e. the date on which the

Fund commits to purchase or sell the asset. Regular way purchases / sales of assets require delivery of securities
within two days from the transaction date as per the stock exchange regulations.

Initial recognition and measurement

Financial assets are recognised at the time the Fund becomes a party to the contractual provisions of the
instruments. These are initially recognised at fair value plus transaction costs except for financial assets carried 'at
fair value through profit or loss'. Financial assets carried 'at fair value through profit or loss' are initially recognised at
fair value and transaction costs are recognised in the Income Statement.

Derecognition

Financial assets are derecognised when the rights to receive cash flows from the financial assets have expired or
have been transferred and the Fund has transferred substantially all risks and rewards of ownership. Any gain or
loss on derecognition of financial assets is taken to the Income Statement.

Derivatives

Derivative instruments are initially recognised at fair value and subsequent to initial measurement each derivative
instrument is remeasured to its fair value and the resultant gain or loss is recognised in the Income Statement.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2023

3.4

3.5

3.6

3.7

3.8

3.9

3.10

Financial liabilities

Financial liabilities are recognised at the time when the Fund becomes a party to the contractual provisions of the
instruments. These are initially recognised at fair values and subsequently stated at amortised cost.

A financial liability is derecognised when the obligation under the liability is discharged, cancelled or expired. Any
gain or loss on derecognition of financial liabilities is taken to the Income Statement.

Offsetting of financial assets and financial 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 obligation can be made. Provisions are regularly reviewed and adjusted to reflect the current
best estimate.

Net asset value per unit

The Net Asset Value (NAV) per unit, as disclosed on 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.

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 of the day when the application is received. The offer price represents the
Net Asset Value (NAV) of the units as of the close of that business day plus the allowable sales load, provision of
duties and charges and provision for transaction costs, if applicable. The sales load is payable to the distributors
and the Management Company.

Units redeemed are recorded at the redemption price prevalent on the date on which the distributors receive
redemption applications during business hours on that date. The redemption price represents the NAV per unit as
on the close of business day less any duties, taxes, charges on redemption and any provision for transaction costs,
if applicable.

Element of income / (loss) and capital gains / (losses) included in prices of units issued less those in units
redeemed

Element of income represents the difference between net asset value per unit on the issuance or redemption date,
as the case may be, of units and the net asset value per unit at the beginning of the relevant accounting period.
Further, the element of income is a transaction of capital nature and the receipt and payment of element of income
is taken to unit holders' fund. However, to maintain the same ex-dividend net asset value of all units outstanding on
the accounting date, net element of income contributed on issue of units lying in unit holders fund is refunded on
units in the same proportion as dividend bears to accounting income available for distribution.

Revenue recognition

- Gains / (losses) arising on sale of investments are recorded at the date at which the transaction takes place.

- Profit on bank deposits and term deposit receipts is recognised on an accrual basis using the effective yield rate
method.

- Income on government securities is recognised on an accrual basis using the effective yield rate method.

- Income on debt securities (including term finance certificates and sukuks) is recognised on an accrual basis
using the effective yield method, except for the securities which are classified as non-performing asset under
Circular No. 33 of 2012 issued by the SECP for which the income is recorded on cash basis.

- Dividend income is recognised when the Fund's right to receive the same is established.
- Profit on margin trading system is recognised on an accrual basis using the effective yield rate method.

- Unrealised appreciation / (diminution) on re-measurement of investments classified as 'financial assets at fair
value through profit or loss' are included in the income statement.

- Other income is recognised on an accrual basis using the effective yield rate method.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2023

3.13

4.1

4.2

Expenses

All expenses including management fee, trustee fee, the Securities and Exchange Commission of Pakistan fee and
allocated expenses are recognised in the Income Statement on accrual basis.

Taxation
Current

Provision for current taxation is based on taxable income at the current rates of taxes after taking into account tax
credits and rebates, if any. The charge for current tax is calculated using the prevailing tax rates .

Deferred

Deferred tax is accounted for using the balance sheet liability method in respect of all temporary differences arising
from differences between the carrying amount of assets and liabilities in the financial statements and the
corresponding tax bases used in the computation of the taxable profit. The deferred tax liabilities are generally
recognised for all taxable temporary differences and deferred tax assets are recognised to the extent that it is
probable that taxable profits will be available against which the deductible temporary differences, unused tax losses
and tax credits can be utilised. Deferred tax is calculated at the rates that are expected to apply to the year when the
differences reverse, based on enacted tax rates.

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 90 percent of its accounting income for the year, as
reduced by capital gains, whether realised or unrealised, is distributed amongst the unit holders in cash.
Furthermore, for the purpose of determining distribution of at least 90 percent of the accounting income, the income
distributed through bonus units shall not be taken into account.

Earnings per unit

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

Distribution to units holders

Distributions to the unit holders are recognised upon declaration and approval by the Board of Directors of the
Management Company. Based on the 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.

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

Foreign currency translation

Transactions denominated in foreign currencies are accounted for in Pakistani Rupees at the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at year end exchange rates for monetary assets and liabilities denominated in
foreign currencies are recognised in the Income Statement.

Note June 30, June 30,
2023 2022
BALANCES WITHBANKS  ememee (Rupees in '000) ------
Current accounts 55,020 5
Savings accounts 4.1 3,873,999 3,780,059
4.2 3,929,019 3,780,064

These carry profit at the rates ranging from 12.25% to 21.50% per annum (2022: 5.50% to 17.50% per annum).

This includes balances with related parties of Rs.55.042 million (2022: Rs. 0.124 million) maintained with MCB Bank
Limited and Rs. 0.007 million (2022: Rs. 0.011 million) maintained with MCB Islamic Bank Limited.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2023

5.1

5.1.1

5.1.1.1

INVESTMENTS Note June 30, June 30,
2023 2022
Investments at fair value through profitorloss ~ eeeeem (Rupees in '000) ------
Government securities 5.1.1 5,871,263 1,049,684
Listed debt securities 51.2 - -
Unlisted debt securities 513 1,150,781 514,260
7,022,044 1,563,944
Government securities
Market Treasury Bills 51.11 3,068,339 -
Pakistan Investment Bonds 51.1.2 2,260,149 1,012,304
Government Debt securities 51.1.3 542,775 37,380
5,871,263 1,049,684
Market Treasury Bills
Face Value As at June 30, 2023 Market value as a
percentage of
Name of security Note Date of issue AsatJuly | Purchased | Sold/matured | AsatJune | Carrying Market value Unrealised m o
01,2022 | during the year | during the year | 30, 2023 Value gain .
assets | investments
(Rupees in '000) %
Market Treasury Bills
- 3 months April 28, 2022 - 2,200,000 2,200,000 - - -
- 3 months July 14, 2022 - 4,364,680 4,364,680 - - -
- 3 months July 28, 2022 - 7,675,000 7,675,000 - - -
- 3 months August 25, 2022 - 1,675,000 1,675,000 - - -
- 3 months September 22, 2022 - 925,000 925,000 - - -
- 3 months October 6, 2022 - 2,550,000 2,550,000 - - -
- 3 months October 20, 2022 - 710,000 710,000 - - -
- 3 months November 3, 2022 - 3,855,700 3,855,700 - - -
- 3 months November 17, 2022 - 4,700,000 4,700,000 - - -
- 3 months December 15, 2022 - 1,600,000 1,600,000 - - -
- 3 months December 29, 2022 - 1,500,000 1,500,000 - - -
- 3 months January 4, 2023 - 1,125,000 1,125,000 - - -
- 3 months January 26, 2023 - 3,248,700 3,248,700 - - -
- 3 months February 9, 2023 - 1,450,000 1,450,000 - - -
- 3 months March 9, 2023 - 200,000 200,000 - - -
- 3 months April 6, 2023 - 6,361,000 6,361,000 - - -
- 3 months May 18, 2023 - 750,000 750,000 - - -
- 3 months June 1, 2023 - 1,000,000 1,000,000 - - -
- 3 months June 15,2023 - 500,000 500,000 - - - - - -
- 3 months* June 22, 2023 - 3,660,000 1,990,000 1,670,000 1,592,743 1,592,126 (616)  20.66 22,67
Market Treasury Bills
- 6 months February 10, 2022 - 200,000 200,000 - - -
- 6 months April 21, 2022 - 250,000 250,000 - - -
- 6 months June 2, 2022 - 1,000,000 1,000,000 - - -
- 6 months July 14, 2022 - 72,000 72,000 - - -
- 6 months July 28, 2022 - 242,10 242,110 - - -
- 6 months October 6, 2022 - 500,000 500,000 - - -
- 6 months June 15, 2023 - 500,000 500,000 - - -
Market Treasury Bills - - -
-12 months December 30, 2021 - 11,205 11,205 - - -
-12 months January 27, 2022 - 26,850 26,850 - - -
-12 months February 10, 2022 - 89,000 89,000 - - -
-12 months March 10, 2022 - 125,165 125,165 - - -
-12 months April 21, 2022 - 450 450 - - -
-12 months June 30, 2022 - 126,770 126,770 - - -
-12 months August 25, 2022 - 2,660 2,660 - - -
-12 months October 6, 2022 - 500,000 500,000 - - -
-12 months October 20, 2022 - 1,718,190 1,718,190 - - - - - -
-12 months* June 15,2023 - 1,600,000 - 1,600,000 1,324,578 1,313,016 (11,562) 17.04 18.70
-12 months* June 22, 2023 - 600,000 400,000 200,000 16349 163,197 (299) 212 2.32
Total as at June 30, 2023 3,080,817 3,068,339 (12,478)

Total as at June 30, 2022

* These will mature latest by September 21, 2023 carrying effective yields ranging from 21.65% to 21.90%
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2023

5.1.1.2 Pakistan Investment Bonds

5.1.1.3

5.1.2

Face Value As at June 30, 2023 Market value as a
" . percentage of
Name of security Note Date of issue As at July Purchased | Sold / matured | AsatJune | Carrying Market value (Diminution)/
01,2022 | during the year | during the year | 30, 2023 Value appreciation Net . Total
assets | investments
(Rupees in '000) %
Pakistan Investment Bonds
- 02 years November 5, 2020 100,000 100,000 200,000 - -
- 02 years November 5, 2020 100,000 100,000 200,000 - -
- 02 years August 26, 2021 475,000 5,502,400 5,977,400 - - - - - -
- 02 years* December 30, 2021 - 6,340,000 4,980,000 1,360,000 1,354,888 1,354,152 (736) 17.57% 19.28%
- 02 years September 8, 2022 3,500,000 3,500,000 - - - - - -
Pakistan Investment Bonds
- 03 years June 18, 2020 70,000 70,000 - -
- 03 years August 5, 2021 250,000 250,000 - -
- 03 years October 7, 2021 - 2,375,000 2,375,000 - - - - - -
- 03 years* April 7, 2022 250,000 4,150,800 4,150,800 250,000 246,260 244,450 (1,810)  3.17% 3.48%
- 03 years August 4, 2022 - 6,750,000 6,750,000 - - - - - -
- 03 years September 8, 2022 1,000,000 1,000,000 - -
Pakistan Investment Bonds
- 05 years* May 6, 2021 - 650,000 - 650,000 630,000 628,160 (1,840) 8.15% 8.95%
- 05 years April 29, 2022 200,000 600,000 800,000 - - - - - -
- 05 years October 13, 2022 - 2,600,000 2,600,000 - -
- 05 years November 17, 2022 5,475,000 5,475,000 - -
Pakistan Investment Bonds
-10 years* August 22, 2019 35,000 35,000 35,000 33,387 (1,614) 0.43% 0.48%
Total as at June 30, 2023 2,266,148 2,260,149 (5,999)
Total as at June 30, 2022 1,014,729 1,012,304 (2,425)
* These will mature latest by December 30, 2023 and carries effective yield at the rates ranging from 13.06% to 18.75% per annum.
Government Debt securities
Number of certificates Balance as at June 30, 2023 Market value as a
) Profit percentage of
Particulars rate As at July :::Ic:ajzz dursi:Idthe As at June| Carrying Market value Unrealised m To
o, 2022 | " 9™e 30,2023 | value gain  (loss)| Nt | Tota
year year assets | investments
-~ (Rupees in '000) --------
GOP ljara - 1 year (April 17, 2023 - April 17, 2024) 0 50,000 - 50,000 50,000 50,055 55 0.65% 0.71%
GOP ljara - 5 years (May 29, 2020 - May 29, 2025) - 110,000 - 110,000 109,202 109,296 94 1.42% 1.56%
GOP ljara - 5 years (June 24, 2020 - June 24, 2025) 37,500 425,000 462,500 - - - - 0.00% 0.00%
GOP ljara - 5 years (October 06, 2021 - October 06, 2026) - 185,000 - 185000 184,108 183,964 (144) 2.39% 2.62%
GOP ljara - 5 years (December 15, 2021 - December 15, 2026) 275,400 275,400 - - - - 0.00% 0.00%
GOP ljara - 5 years (October 26, 2022 - October 26, 2027) 200,000 - 200,000 199,786 199,460 (326) 2.59% 2.84%
Total as at June 30, 2023 543,097 542,775 (322)
Total as at June 30, 2022 37,378 37,380 2
Listed debt securities - Term Finance Certificates (TFCs) and Sukuks
(face value of Rs.5,000 each unless otherwise stated)
Number of certificates Balance as at June 30, 2023 Market value as a
) percentage of
Particulars As at July Zﬁ:::a::: dursi:ldthe As at June| Carrying Market value Unrealised N Total
01, 2022 g g 30, 2023 value (loss) / gain et . ofa
year year assets | investments
----------- (Rupees in '000) %
Financial services
Saudi Pak Leasing Company Limited (March 13, 2010) 10,000 - - 10,000 27,548
Less: Provision for impairment (see note 5.1.7) (27,548)

Total as at June 30, 2023
Total as at June 30, 2022

37

MCB DCF INCOME FUND




NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2023

5.1.3

5.1.4

5.1.5

5.1.6

Unlisted debt securities - Term Finance Certificates (TFCs) and Sukuks
(face value of Rs.5,000 each unless otherwise stated)

Number of certificates Balance as at June 30, 2023 Market value as a
. percentage of
Particulars As at July z:::nha::: dursi:Idthe As at June| Carrying Market value Unrealised
01,2022 g 9 30,2023 | value (loss)/ gain| Net |  Total
year year assets | investments
- (Rupees in '000) %
Commercial banks
Askari Bank Limited VIl - TFC (March 17, 2020)** 50 - - 50 50,750 49,488 (1,262) 0.64 0.70
Samba bank limited (March 1, 2021)* 850 - - 850 85,269 84,932 (337) 1.10 1.21
Meezan Bank Limited (December 16, 2021)** - 145 - 145 | 145,000 143,550 (1,450) 1.86 2.04
Bank Al Habib Limited - TFC Il (September 30, 2021) 35,000 35,000 - 70,000 | 358,888 345593  (13,295) 4.48 4.92
639,907 623,563  (16,344) 8.09 8.88
Chemical
Ghani Chemical Industries Limited
(Formerly Ghani Gases Limited) - Sukuk
(February 02, 2017)*** 500 - - 500 | 5,750 5,750 - 0.07 0.08 |
Energy
Pakistan Energy Sukuk (May 21,2020) - 100,000 - 100,000 | 500,250 500,100 (150) 6.49 7.12]
Investment bank
Jahangir Siddiqui & Company Limited - TFC (July 18, 2017)*** 10,000 - - 10,000 6,445 6,260 (185) 0.08 0.09
Jahangir Siddiqui & Company Limited - TFC (March 06, 2018) 18,000 - - 18,000 15,504 15,108 (396) 0.20 0.22
21,949 21,368 (581) 0.28 0.30
Total as at June 30, 2023 1,167,856 1,150,781  (17,075)
Total as at June 30, 2022 505,022 514,260 9,238

* Nominal value of these term finance certificaes and sukuk certificate is Rs.100,000 per certificate.
** Nominal value of these term finance certificaes is Rs.1,000,000 per certificate.
***These represent nil values due to rounding off

Circular No. 33 of 2012 allows the asset manager to apply a mark up / mark down within available limit for valuation
of any specific debt security. Exercising the discretionary power, the above mentioned term finance certificates of
Askari Bank Limited has been valued at a discretionary rate of 98.9761 when the reported market rate on MUFAP
valuation sheet as at June 30, 2023 was 100.02.

Significant terms and conditions of term finance certificates and sukuks outstanding at the year end are as follows:

. Number of | Face value per Face val9e ! Interest rate per . Secured / .
Name of security " " redemption Maturity Rating
certificates certificate . annum unsecured
value in total

Unlisted debt securities
Jahangir Siddiqui and Company Limited 6-Mar-18 18,000 5,000 833 6MKIBOR+1.4% March 6, 2023 Secured  AA+
Jahangir Siddiqui And Company Limited 18-Jul-17 10,000 5,000 625 6M KIBOR+1.4% July 18, 2023 Secured  AA+
Askari Bank Limited TFC VII 17 March 2020 50 1,000,000 1,000,000 6M KIBOR+1.2% March 17,2030  Unsecured  AA
Ghani Chemical Industries Ltd.

(Formerly: Ghani Gases Ltd.) 2-Feb -17 500 100,000 12,500 3M KIBOR+1% February 2, 2023 Secured A
Samba Bank Limited 1-Mar-21 850 100,000 99,900 6M KIBOR+1.35% March 1, 2031 Unsecured AA-
Bank Al Habib Limited TFC 70,000 5,000 4,996 6M KIBOR+0.75% September 30,2031 Unsecured AAA
Meezan bank Limited (16-Dec-21) 145 1,000,000 1,000,000 6M KIBOR+0.35% December 16,2031 Unsecured AAA
Pakistan Energy Sukuk (21-May-20) 100,000 5,000 5,000 6M KIBOR-0.1% May 21, 2030 Unsecured  N/A

The term finance certificates and sukuks held by the Fund are secured against hypothecation of stocks and
receivables and mortgage / pledge of fixed assets of the issuer.

Details of non-compliant investments with the investment criteria as specified by the SECP

In accordance with clause (v) of the investment criteria laid down for 'income scheme' in Circular No. 7 of 2009, the
Fund is required to invest in any security having rating not lower than the investment grade (credit rating of BBB and
above). However, as at June 30, 2023, the Fund is non-compliant with the above mentioned requirement in respect
of the following investments. The securities were in compliance with the circular (i.e. investment grade) at the time of
purchase and were subsequently downgraded to non investment grade by MUFAP on default by the respective
issuer at the time of repayment of coupon due on the respective dates.
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5.1.7

6.1

7.1

7.2

Value of Value of Percentage of
S Type of investment Provision investment |Percentage of
Name of non-compliant investment . . total
investment before held, if any after net assets .
provision provision investments
------ Rupees in '000 ------
Listed debt securities
Saudi Pak Leasing Company Limited TFC 27,548 (27,548) - - -
Unlisted debt securities
New Allied Electronics Industries (Private) Limited TFC 21,983 (21,983) - - -
New Allied Electronics Industries (Private) Limited Sukuk 35,001 (35,001) - - -
Note June 30, June 30,
Net unrealised appreciation / (diminution) on 2023 2022
re-measurement of Investments classifiedas ~~ ceeeee (Rupees in '000) ------
financial assets "at fair value through profit or loss’
Market value of investments 51.1.1,51.1.2,51.1.3, 7,022,044 1,563,944
51.2&5.1.3
Less: Carrying value of investments 5.1.1.1,5.1.1.2,5.1.1.3, 7,057,918 1,557,129
51.2&5.1.3
(35,874) 6,815
MARK-UP, DIVIDEND AND OTHER RECEIVABLES
Mark-up on:
- Pakistan investment bonds 40,100 20,649
- GOP ljara Sukuk 21,816 153
- Term finance certificates 46,047 15,163
- Deposit accounts 33,455 43,709
Other receivables 26,535 25,854
167,953 105,528
Less: provision for impairment 6.1 (25,843) (25,843)
142,110 79,685

Due to continuous default on repayment of coupon by the issuer, the Fund has classified said investments as non-
performing debt securities as mentioned in note 5.1.6. The Fund has suspended further accrual of mark-up there

against.
Note

ADVANCES, DEPOSITS AND PREPAYMENTS

Security deposits / margin with:
- National Clearing Company of Pakistan Limited (NCCPL) 71
- Central Depository Company of Pakistan Limited

Exposure deposit with the National Clearing Company
Pakistan Limited against spread transactions

Prepaid stability rating fee - PACRA

Advance Against IPO Subscription

Advance tax 7.2

June 30,
2023
(Rupees in '000) ------

June 30,
2022

17,750 17,750
200 200
15,540 1,737
271 228
50,000 145,000
2,343 1,607
86,104 166,522

This includes a deposit of Rs. 2.75 million (2022: Rs. 2.75 million) and a margin of Rs. 15 million (2022: Rs. 15

million) with NCCPL in respect of trading in Margin Trading System.

As per clause 47(B) of part IV of the Second Schedule to the Income Tax Ordinance, 2001, payments made to
collective investment schemes (CISs) are exempt from withholding tax under section 151 and 150. However,
withholding tax on dividend , profit on bank deposits , profit on markup on margin trading system and profit on debt
securities paid to the Fund has been deducted by various withholding agents based on the interpretation issued by
FBR vide letter C. no. 1(43) DG (WHT)/2008-VOL.1I1-66417-R dated May 12, 2015 which requires every withholding
agent to withhold income tax at applicable rates in case a valid exemption certificate under section 159(1) issued by
the concerned Commissioner of Inland Revenue (CIR) is not produced before him by the withholdee. The tax
withheld on profit on debt, profit on bank deposits and dividends amounts to Rs.2.343 million (2022: Rs.1.607

million).
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8.1

8.2

8.3

8.4

For this purpose, Mutual Funds Association of Pakistan (MUFAP) on behalf of various mutual funds (including the
Funds being managed by the Management Company) had filed a petition in the Honourable Sindh High Court (SHC)
challenging the above mentioned interpretation of the Federal Board of Revenue (FBR) which was decided by the
SHC in favour of FBR. On January 28, 2016, the Board of Directors of the Management Company passed a
resolution by circulation, authorising all CISs to file an appeal in the Honourable Supreme Court through their
Trustees, to direct all persons being withholding agents, including share registrars and banks to observe the
provisions of clause 47B of Part IV of the Second Schedule to the Income Tax Ordinance, 2001 without imposing
any conditions at the time of making any payment to the CISs being managed by the Management Company.
Accordingly, a petition was filed in the Supreme Court of Pakistan by the Funds together with other CISs (managed
by the Management Company and other Asset Management Companies) whereby the Supreme Court granted the
petitioners leave to appeal from the initial judgement of the SHC. Pending resolution of the matter, the amount of
withholding tax deducted on profit received by the Fund on dividend , profit on bank deposits , profit on margin
trading system and profit on debt securities has been shown as advance tax under 'Advances, deposits and
prepayments' as at June 30, 2023 as, in the opinion of the management, the amount of tax deducted at source will
be refunded.

Note June 30, June 30,
2023 2022
PAYABLE TO MCB-ARIF HABIB SAVINGS & INVESTMENTS = —eeeee (Rupees in '000) ------
LIMITED - MANAGEMENT COMPANY
Management remuneration payable 8.1 9,068 5,596
Sindh sales tax payable on remuneration of the
Management Company 8.2 1,179 727
Allocated expenses payable 8.3 605 373
Selling and marketing expenses payable 8.4 7,833 4,385
Sales load payable 8,069 1,091
26,753 12,172

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. The Management Company has charged its remuneration at the rate of 1.5%
per annum (2022: 1.5% per annum) of the average daily net assets of the Fund during the year ended June 30,
2023. The remuneration is payable to the Management Company monthly in arrears.

During the year, an amount of Rs. 11.441 million (2022: Rs. 8.324 million) was charged on account of sales tax on
management fee levied through the Sindh Sales Tax on Services Act, 2011 and an amount of Rs. 10.990 million
(2022: Rs. 8.244 million) has been paid to the Management Company which acts as a collecting agent.

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

The Management Company has allocated expenses to the Fund based on its discretion subject to not being higher
than actual expense. These expenses have also been approved by the Board of Directors of the Management
Company.

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) upto a maximum limit approved by the Board of
Directors of the Management Company as part of annual plan.

The Management Company has charged selling and marketing expenses to the Fund based on its discretion
subject to not being higher than actual expense, which has also been approved by the BOD of the Management
Company.

Note June 30, June 30,
2023 2022
PAYABLE TO CENTRAL DEPOSITORY COMPANY eeeeee (Rupees in '000) ------
OF PAKISTAN LIMITED - TRUSTEE
Remuneration payable 9.1 453 280
Sindh sales tax on remuneration payable 9.2 59 36
512 316
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9.2

10

10.1

1"

The Trustee is entitled to monthly remuneration for services rendered to the Fund under the provisions of the Trust
Deed. The Fund has charged Trustee Fee at the rate of 0.075% (June 30, 2022: 0.075%) of average daily net
assets of the Fund during the year.

During the year, an amount of Rs.0.575 million (2022: Rs.0.422 million) was charged on account of sales tax on
remuneration of the Trustee levied through the Sindh Sales Tax on Services Act, 2011 and an amount of Rs. 0.552
million (2022: Rs. 0.418 million) was paid to the Trustee which acts as a collecting agent.

Note June 30, June 30,
2023 2022
PAYABLE TO THE SECURITIES AND EXCHANGE (Rupees in '000)
COMMISSION OF PAKISTAN (SECP)
Annual fee 101 1,180 866

In accordance with the NBFC Regulations, a Collective Investment Scheme (CIS) is required to pay annual fee to
the Securities and Exchange Commission of Pakistan (SECP).

In accordance with the SRO No. 685 (1) / 2019 dated June 28, 2019 issued by SECP, the Fund has charged SECP
fee at the rate of 0.02% (June 30, 2022: 0.02%) of average daily net assets of the Fund during the year.

Note June 30, June 30,
2023 2022
ACCRUED AND OTHER LIABILITIES  aeeee- (Rupees in '000) ------
Provision for Federal Excise Duty payable on remuneration of
the Management Company 1.1 99,060 99,060
Federal Excise Duty payable on sales load 1.1 27,933 27,933
Auditors' remuneration payable 671 548
Withholding tax payable 7,252 3,666
Brokerage payable 787 35
Dividend payable 9 5
Other payables 194,275 6,935
329,987 138,182

The Finance Act, 2013 enlarged the scope of Federal Excise Duty (FED) on financial services to include Asset
Management Companies (AMCs) as a result of which FED at the rate of 16 percent on the remuneration of the
Management Company and sales load was applicable with effect from June 13, 2013. The Management Company
was of the view that since the remuneration was already subject to provincial sales tax, further levy of FED would
result in double taxation which did not appear to be the spirit of the law. Hence, on September 4, 2013 a
constitutional petition was filed with the Sindh High Court (SHC) by the Management Company together with various
other asset management companies challenging the levy of FED.

With effect from July 1, 2016, FED on services provided or rendered by non-banking financial institutions dealing in
services which are subject to provincial sales tax has been withdrawn by the Finance Act, 2016.

During the year ended June 30, 2017, the SHC passed an order whereby all notices, proceedings taken or pending,
orders made, duty recovered or actions taken under the Federal Excise Act, 2005 in respect of the rendering or
providing of services (to the extent as challenged in any relevant petition) were set aside. In response to this, the
Deputy Commissioner Inland Revenue has filed a Civil Petition for leave to appeal in the Supreme Court of Pakistan
which is pending adjudication.

In view of the above, the Fund has discontinued making further provision in respect of FED on remuneration of the
Management Company and FED on sales load with effect from July 01, 2016. However, as a matter of abundant
caution the provision for FED made for the period from June 13, 2013 till June 30, 2016 amounting to Rs 126.993
million is being retained in these financial statements of the Fund as the matter is pending before the Supreme
Court of Pakistan. Had the provision for FED not been made, the Net Asset Value of the Fund as at June 30, 2023
would have been higher by Rs.1.78 (2022: Rs.2.95) per unit.
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12.2

13

14

CONTINGENCIES AND COMMITMENTS
Contingencies

On November 03, 2020, DCF Income Fund (DCFIF) received a notice of tax demand for the Tax Year 2018 from the
Additional Commissioner (Inland) Revenue (ACIR), whereby the ACIR raised objection on claiming of "income
already paid on units redeemed" as part of distribution and thereby challenged the distribution of 90 percent of
income and the Fund's eligibility for exemption from tax. The ACIR is of the view that the amount of "Cash Dividend"
paid can only be treated as part of distribution and according to his view the amount of "income already paid on
units redeemed" is not "Cash Dividend". The ACIR raised tax demand of Rs. 73.376 million on the Fund in respect
of the Tax Year 2018. The Management Company on behalf of the Fund filed Appeal and Stay Application in front of
Commissioner Appeals (CIRA), Stay Order was duly granted by CIRA. On November 25, 2021, Assessment Order
issued by ACIR was remanded back by CIRA. Since then, no notice / Order has yet been issued from FBR.

On December 01, 2021, DCF Income Fund (DCFIF) received a notice of tax demand for the Tax Year 2017 from the
Additional Commissioner (Inland) Revenue (ACIR), whereby ACIR raised objections on claiming of "provision
against debt securities" amounting to Rs. 7.943 million and adjustment of the "Element of loss and capital losses"
amounting to Rs. 151.140 million while arriving at the declared accounting income of the Fund and has challenged
the distribution of 90 percent of income and the Fund's eligibility for exemption from tax. The ACIR raised a tax
demand of Rs 138.821 million. The Management Company on behalf of the Fund filed Appeal and Stay Application
in front of Commissioner Appeals (CIRA).

On March 31, 2022, a favorable Appellate Order was passed by Commissioner Appeals whereby it was directed that
the benefit of Element of Loss should be allowed to the Company.

On June 14, 2022, FBR being aggrieved with said Order filed Appeal with Appellate Tribunal Inland Revenue.
Management Company, in consultation with its advisor, anticipates a favorable outcome of the case.

There were no other material contingencies and commitments outstanding as at June 30, 2023 and June 30, 2022

Note June 30, June 30,
' 2023 2022
AUDITORS' REMUNERATION 7 (Rupees in '000) -
Annual audit fee 400 350
Half yearly review fee 217 189
Other certifications and services 210 100
Out of pocket expenses 147 94
974 733
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 90% of the accounting income for the year
as reduced by capital gains, whether realised or unrealised, is distributed amongst the unit holders as cash
dividend. Furthermore, as per Regulation 63 of the Non-Banking Finance Companies and Notified Entities
Regulations, 2008, the Fund is required to distribute not less than 90% of its accounting income for the year derived
from sources other than capital gains as reduced by such expenses as are chargeable thereon to the unit holders.
Since the management has distributed the required minimum percentage of income earned by the Fund for the year
ended June 30, 2023 to the unit holders in the manner as explained above, no provision for taxation has been made
in these financial statements during the year.

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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June 30, June 30,
2023 2022
CASH AND CASH EQUIVALENTS emeeem (Rupees in '000) ------
Balances with banks 3,929,019 3,780,064
Treasury bills maturing within 3 months 1,592,126

5,521,145 3,780,064

TOTAL EXPENSE RATIO

The Total Expense Ratio (TER) of the Fund as at June 30, 2023 is 2.39% (2022: 2.53%) which includes 0.23%
(2022: 0.22%) representing government levies on the Fund such as sales taxes, annual fee to SECP etc. The
prescribed limit for the ratio is 2.5% (2022: 2.5%) under the NBFC Regulations for a collective investment scheme
categorised as a "income scheme". However, collective investment scheme categorised as a "income scheme"
which invest in Margin Trading System (MTS) and / or ready future spread transaction, may charge additional MTS
and / or ready future spread transaction related expenses upto 0.5% of Net assets to the Scheme. Accordingly, the
enhanced prescribed limit for the ratio after incorporating the aforementioned additional expenses is 3% (2022: 3%).

TRANSACTIONS AND BALANCES OUTSTANDING WITH CONNECTED PERSONS / OTHER RELATED PARTIES

Related parties / connected persons of the Fund include the Management Company, other collective investment
schemes managed by the Management Company, MCB Bank Limited being the Holding Company of the
Management Company, the Trustee, directors, key management personnel and other associated undertakings and
connected persons. Connected persons also include any person beneficially owing directly or indirectly 10% or more
of the units in the issue / net assets of the Fund.

Transactions with connected persons essentially comprise sale and redemption of units, fee on account of
managing the affairs of the Fund, other charges, sale and purchase of investments and distribution payments to
connected persons. The transactions with connected persons are in the normal course of business, at contracted
rates and at terms determined in accordance with market rates.

Remuneration to the Management Company of the Fund is determined in accordance with the provision of the
NBFC Regulations and the Trust Deed.

Remuneration to the Trustee of the Fund is determined in accordance with the provision of the Trust Deed.
The details of transactions and balances at year end with related parties / connected persons are as follows:
For the year  For the year
ended June  ended June
30, 2023 30, 2022
-------- (Rupees in '000) --------

Details of transactions with connected persons are as follows:

MCB-Arif Habib Savings and Investment Limited - Management Company

Remuneration (including indirect taxes) 99,446 72,374
Selling and marketing expenses 23,937 17,612
Allocated expenses 5,867 4,330
Central Depository Company of Pakistan Limited - Trustee

Remuneration (including indirect taxes) 4,976 3,669
Settlement charges 15 652

43 MCB DCF INCOME FUND




NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2023

17.2

17.3

Group / associated companies

MCB Bank Limited

Mark-up on deposit accounts

Bank charges

Sale of Securities having Face Value of Rs 250,000,000 (2022: 1,496,000,000)

D.G. Khan Cement Company Limited
Purchase of NIL (2022: 684,000) shares
Sale of NIL (2022: 684,000) shares

Nishat Mills Limited
Purchase of Nil (2022: 57,500) shares
Sale of Nil (2022: 57,500) shares

Amounts outstanding at year end

MCB-Arif Habib Savings and Investments Limited - Management Company
Management remuneration payable

Sindh sales tax payable on remuneration of the management company
Allocated expenses payable

Selling and marketing expenses payable
Sales load payable

Back end Load payable

Central Depository Company of Pakistan Limited - Trustee
Remuneration payable (including indirect taxes)

Security deposit

Group / associated companies

MCB Bank Limited
Balances with banks

MCB Islamic Bank Limited
Balances with banks

For the year For the year
ended June ended June
30, 2023 30, 2022
-------- (Rupees in '000) --------

3 41
32 42
233,668 1,461,647

- 75,264
- 75,851

- 5,500
- 5,548

June 30, June 30,
2023 2022

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

9,068 5,596
1,179 727
605 373
7,833 4,385
7,170 1,091

900 -
512 316
200 200
55,042 126
7 "

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

June 30, 2023
As at Issued As at June || As at July Issued As at June
J‘;'gz?' forcash | Tedeemed | o003 || 01,2022 | forcash | Re9eEM™ed | 39 9093
Units (Rupees in '000) -=-=s=ramseemmemmsenmnnne
Group / associated companies
MCB Employees' Provident Fund 1,823,176 269,254 - 2,092,430 195,735 28,920 - 225,988
MCB Employees' Pension Fund 1,823,176 269,254 - 2,092,430 195,735 28,920 - 225,988
D.G. Khan Cement Company Limited -

Employees' Provident Fund Trust 5,483 810 - 6,293 589 87 - 680
Key Management Personell 1 4,754 4,750 5 - 535 539 1
Mandate under discretionary

portfolio services* 5 1 4 2 1 - - 0

*This reflects the position of related party / connected persons status as at June 30, 2023.
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June 30, 2022
As at Issued As at June || As at July Issued As at June
J‘;'ng’ forcash | Re9eemed | g0 o022 || 01,2021 | forcash | Re9CeMed | 39 2022
Units (RUPEES i "000) re-esemmmsermmseemmsercmas
Group / associated companies
MCB Employees' Provident Fund 1,677,093 146,083 - 1,823,176 179,536 15,663 - 195,735
MCB Employees' Pension Fund 1,677,093 146,083 - 1,823,176 179,536 15,663 - 195,735
D.G. Khan Cement Company Limited -
Employees' Provident Fund Trust 5,044 439 - 5,483 540 47 - 589
Mandate under discretionary
portfolio services 2 825 822 5 0 90 90 1
FINANCIAL INSTRUMENTS BY CATEGORY
-------------- As at June 30, 2023 ----=======c===ceauq|
At amortised At fair value
through Total
cost )
profit or loss
Financial Assets e (Rupees in '000) -----------==-nmnmuu-
Balances with banks 3,929,019 - 3,929,019
Investments - 7,022,044 7,022,044
Mark-up, dividend and other receivables 142,110 - 142,110
Deposits and others 33,490 - 33,490
5,218,907 7,022,044 12,240,951
Financial Liabilities
Payable to MCB-Arif Habib Savings & Investments
Limited - Management Company 26,753 - 26,753
Payable to Central Depository Company of
Pakistan Limited - Trustee 512 - 512
Payable against purchase of investments 4,228,664 - 4,228,664
Accrued and other liabilities 2,249 - 2,249
4,258,178 - 4,258,178
As at June 30, 2022 -----==========n==-
At amortised At fair value
through Total
cost )
profit or loss
Financial Assets e (Rupees in '000) ------=========nu-nn
Balances with banks 3,780,064 - 3,780,064
Investments - 1,563,944 1,563,944
Mark-up, dividend and other receivables 79,685 - 79,685
Deposits and others 19,687 - 19,687
3,879,436 1,563,944 5,443,380
Financial Liabilities
Payable to MCB-Arif Habib Savings & Investments
Limited - Management Company 12,172 - 12,172
Payable to Central Depository Company of
Pakistan Limited - Trustee 316 - 316
Payable against purchase of investments 821,364 - 821,364
Accrued and other liabilities 1,363 - 1,363
835,215 - 835,215
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19.1

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Fund’s objective in managing risk is the protection of unit holders’ value. Risk is inherent in the Fund’s activities,
but it is managed through monitoring and controlling activities which are primarily set up to be performed based on
limits established by the Management Company, the constitutive documents of the Fund and the regulations and
directives of the SECP. These limits reflect the business strategy and market environment of the Fund as well as the
level of the risk that the Fund is willing to accept. The Board of Directors of the Management Company supervises
the overall risk management approach within the Fund. The Fund is exposed to market risk, liquidity risk and credit
risk arising from the financial instruments it holds.

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 the market risk through diversification of the investment portfolio and by
following the internal guidelines established by the Investment Committee.

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

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate as a result of
changes in foreign exchange rates. The Fund does not have any financial instruments in foreign currencies and
hence is not exposed to such risk.

(ii) Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate as a result of
changes in market interest rates. As of June 30, 2023, the Fund is exposed to such risk on its balances held with
banks, investments in sukuk certificates, term finance certificates, market treasury bills and Pakistan Investment
Bonds. The Investment Committee of the Fund reviews the portfolio of the Fund on a regular basis to ensure that
the risk is managed within the acceptable limits.

a) Sensitivity analysis for variable rate instruments

As at June 30, 2023, the Fund holds KIBOR based interest bearing term finance, Pakistan Investment bonds and
sukuk certificates exposing the Fund to cash flow interest rate risk. In case of 100 basis points increase / decrease
in KIBOR on the last repricing date, with all other variables held constant, the net assets value of the Fund and the
net income for the year would have been higher / lower by Rs.34.109 million (2022: Rs.13.684 million).

The Fund holds Term Finance Certificates, Pakistan Investment Bonds and Sukuks classified as 'fair value through
profit or loss' exposing the Fund to interest rate fair value risk. In case of a 5% increase / decrease in rates
determined by MUFAP as on June 30, 2023, the net assets value of the Fund and the net income for the year would
increase / decrease by Rs. 170.546 million (2022: Rs.68.24 million), as a result of reduction / increase in unrealised
gains / (losses) respectively.

The Fund also holds KIBOR based bank deposits exposing the Fund to cash flow interest rate risk. In case of 100
basis points increase / decrease in KIBOR at year end, the net assets value of the Fund and the net income for the
year would be higher / lower by Rs 39.29 million (2022: Rs 37.80 million).

b) Sensitivity analysis for fixed rate instruments

As at June 30, 2023, the Fund holds Market treasury bills, Government of Pakistan Sukuks and Pakistan investment
bonds which are classified 'at fair value through profit or loss, exposing the Fund to fair value interest rate risk. In
case of 100 basis points increase / decrease in rates announced by the Financial Market Association of Pakistan
(FMAP) on June 30, 2023, with all other variables held constant, the net assets value of the Fund and the net
income for the year would be lower / higher by Rs.36.111 million (2022: Rs.1.991 million).

The composition of the Fund's investment portfolio, KIBOR rates and rates announced by FMAP is expected to
change over time. Accordingly, the sensitivity analysis prepared as of June 30, 2023 is not necessarily indicative of
the impact on the Fund's net assets of future movements in interest rates.

Yield / interest rate sensitivity position for on-balance sheet financial instruments is based on the earlier of
contractual repricing or maturity date and for off-balance sheet instruments is based on the settlement date.
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The Fund's interest rate sensitivity related to financial assets and financial liabilities as at June 30, 2023 and June
30, 2022 can be determined as follows:

June 30, 2023
Exposed to yield / interest rate risk Not exposed
Yield / effective interest rate (%) Upto three More than three More than | . to yield / Total
months and upto interest rate
months one year .
one year risk
On-balance sheet financial instruments ---- (Rupees in '000) -----
Financial Assets
Balances with banks 12.25% to 21.5% 3,873,999 - - 55,020 3,929,019
Investments
- Pakistan Investment Bonds 13.06% to 18.75% - - 2,260,149 - 2,260,149
- Govemment Debt Securities 21.82% to 22.68% - - 542,775 - 542,775
- Unlisted debt securities 3M Kibor+1% to 6M Kibor 1.4% 55,238 451,893 - - 507,131
55,238 451,893 2,802,924 - 3,310,055
Mark-up, dividend and other receivables - - - 142,110 142,110
Deposits and others - - - 33,490 33,490
3,929,237 451,893 2,802,924 230,620 7,414,674
Financial Liabilities
Payable to MCB-Arif Habib Savings & Investments
Limited - Management Company - - - 26,753 26,753
Payable to Central Depository Company of Pakistan
Limited - Trustee - - - 512 512
Payable against purchase of investments - - - 4,228,664 4,228,664
Accrued and other liabilities - - - 2,249 2,249
- - - 4,258,178 4,258,178
On-balance sheet gap (a) 3,929,237 451,893 2,802,924 (4,027,558) 3,156,496

Off-balance sheet financial instruments - - - - -

Off-balance sheet gap (b) - - - - -

Total profit rate sensitivity gap (a+b) 3,929,237 451,893 2,802,924
Cumulative profit rate sensitivity gap 3,929,237 4,381,130 7,184,054
June 30, 2022
Exposed to yield / interest rate risk Not exposed
i o More than three to yield /
Yield / effective interest rate (%) Upto three More than | . Total
months months and upto one year mter(?st rate
one year risk
On-balance sheet financial instruments ---- (Rupees in '000) -----
Financial Assets
Balances with banks 8.50% to 17.50% 3,780,059 - - 5 3,780,064
Investments
- Pakistan Investment Bonds 7.50% to 11.75% - 99,850 912,454 - 1,012,304
- Govemment Debt Securities 14.85% - - 37,380 - 37,380
- Unlisted debt securities 3M Kibor+1% to 6M Kibor 1.4% 64,166 450,094 - - 514,260
64,166 549,944 949,834 - 1,563,944
Mark-up, dividend and other receivables - - - 79,685 79,685
Deposits and others - - - 19,687 19,687
3,844,225 549,944 949,834 99,377 5,443,380
Financial Liabilities
Payable to MCB-Arif Habib Savings & Investments
Limited - Management Company - - - 12,172 12,172
Payable to Central Depository Company of Pakistan
Limited - Trustee - - - 316 316
Payable against purchase of investments - - - 821,364 821,364
Accrued and other liabilities - - - 1,363 1,363
- - - 835,215 835,215
On-balance sheet gap (a) 3,844,225 549,944 949,834 (735,838) 4,608,165

Off-balance sheet financial instruments - - - - -

Off-balance sheet gap (b) - - - - N
Total profit rate sensitivity gap (a+b) 3,844,225 549,944 949,834
Cumulative profit rate sensitivity gap 3,844,225 4,394,169 5,344,003
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(iii) 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 hold any financial instruments that exposes it to price risk.

Credit risk

Credit risk represents the accounting loss that would be recognised at the reporting date if counter parties fail
completely to perform as contracted.

The Fund is exposed to counter party credit risks on investments (other than treasury bills and PIBs), balances with
banks and other receivables. The credit risk on the Fund is limited because the counterparties are financial
institutions with reasonably high credit ratings. Investments in Treasury bills and Pakistan Investment Bonds are
government backed and hence considered as secured.

The Fund has adopted a policy of only dealing with creditworthy counterparties, and obtaining sufficient collateral,
where appropriate, as a means of mitigating the risk of financial loss from defaults. This information is supplied by
independent rating agencies, where available, and if not available, the Fund uses other publicly available financial
information and its own trading records to rate its major customers. The Fund's exposure and the credit ratings of its
counterparties are continuously monitored and the aggregate value of transactions concluded is spread amongst
approved counterparties.

Credit risk from balances with banks and financial institutions is managed by financial department 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 minimise the concentration of risk and therefore mitigate financial loss through potential counterparty
failure.

The table below analyses the Fund's maximum exposure to credit risk:

2023 2022
Balance as per Maximum Balance as per Maximum
statement of statement of
exposure to exposure to
assets and P assets and L
L credit risk . credit risk
liabilities liabilities
(Rupees in '000)
Balances with banks 3,929,019 3,929,019 3,780,064 3,780,064
Investments in government securities 5,871,263 - 1,049,684 -
Investments in debt securities 1,150,781 1,150,781 514,260 514,260
Mark-up, dividend and other receivables 142,110 142,110 79,685 79,685
Receivable against sale of investments 1,114,288 1,114,288 - -
Deposits and others 33,490 33,490 19,687 19,687
12,240,951 6,369,688 5,443,380 4,393,696

Difference in the balance as per statement of asset and liabilities and maximum exposure is due to the fact that
investments in government securities amounting to Rs. 5,871.26 (2022: Rs 1,049.684) million is not exposed to
credit risk.

The analysis below summaries the credit rating quality of the Fund's financial assets.

June 30, June 30,
2023 2022
Bank balances by rating category %
AAA 2.26 32.82
AA+ 97.70 26.87
AA 0.03 -
AA- - 22.24
A+ - 18.06
A* - 0.01
100.00 100.00
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* The analysis below summarizes the credit quality of the investment in term finance certificates, sukuks and
government securities as at June 30, 2023 and June 30, 2022:

June 30, June 30,
2023 2022
Investments by rating category %
Government securities 83.22 75.14
AAAAA, AA-, AA+ 16.63 23.97
A, A-, A+ 0.14 0.89
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.

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 to the Fund.

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.

As per the NBFC Regulations, the Fund can borrow in the short-term to ensure settlement the maximum limit of
which is fifteen percent of the net assets upto 90 days and would be secured by the assets of the Fund.

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, 2023 -----
More than | More than More than Financial
. one month three .
Within 1 one year |More than 5| instruments
and upto months . ! Total
month and upto years with no fixed
three and upto ) .
five years maturity
months one year
Rupees in '000 ---
Financial liabilities
Payable to MCB-Arif Habib Savings & Investments
Limited - Management Company 26,753 - - - - - 26,753
Payable to Central Depository Company of
Pakistan Limited - Trustee 512 - - - - - 512
Payable against purchase of investments 4,228,664 - - - - - 4,228,664
Accrued and other liabilities 2,249 - - - - - 2,249
4,258,178 - - - - - 4,258,178
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June 30, 2022
More than { More than More than Financial
. one month three .
Within 1 one year |More than 5| instruments
and upto months . ! Total
month and upto years with no fixed
three and upto five years maturity
months one year y
Rupees in '000 —
Financial liabilities
Payable to MCB-Arif Habib Savings & Investments
Limited - Management Company 12,172 - - - - - 12,172
Payable to Central Depository Company of
Pakistan Limited - Trustee 316 - - - - - 316
Payable against purchase of investments 821,364 - - - - - 821,364
Accrued and other liabilities 1,363 - - - - - 1,363
835,215 - - - - - 835,215

FAIR VALUE MEASUREMENTS

Fair value is 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. Consequently, differences can arise between carrying values
and the fair value estimates.

Underlying the definition of fair value is the presumption that the Fund is a going concern without any intention or
requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

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 liabilities is considered not to
be significantly different from the respective book values.

Fair value hierarchy

International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Fund to classify assets using
a fair value hierarchy that reflects the significance of the inputs used in making the measurements. The fair value
hierarchy has the following levels:

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

Level 2: inputs other than quoted prices included within level 1 that are observable for the asset or liability either
directly (i.e. as prices) or indirectly (i.e. derived from prices); and

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

The Fund held the following financial instruments measured at fair values:

June 30, 2023
Fair value
Level1 [ Level2 ] Level3 ] Total
Financial assets measured at fair value (Rupees in '000)
through profit or loss
Market treasury bills - 3,068,339 - 3,068,339
Pakistan investment bonds - 2,260,149 - 2,260,149
Government Debt securities - 542,775 - 542,775
Unlisted debt securities - 1,150,781 - 1,150,781
- 7,022,044 - 7,022,044
June 30, 2022
Fair value
Level1 || Level2 || Level3 || Total
Financial assets measured at fair value (Rupees in '000)
through profit or loss
Pakistan investment bonds - 1,012,304 - 1,012,304
Government Debt securities - 37,380 - 37,380
Unlisted debt securities - 514,260 - 514,260
- 1,563,944 - 1,563,944
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23

UNIT HOLDERS' FUND RISK MANAGEMENT

The unit holders' fund is represented by redeemable units. These units are entitled to dividends and to payment of
their proportionate share of the Fund's Net Asset Value per unit on the redemption date. The relevant movements
are shown on the 'Statement of Movement in unit holders' Fund'.

The Fund has no restriction on the subscription and redemption of units. As required under the NBFC Regulations,
every open end scheme shall maintain fund size (i.e. net assets of the Fund) of Rs 100 million at all times during the
life of the scheme. The Fund has historically maintained and complied with the requirement of minimum fund size at
all times.

The Fund's objectives when managing unit holders' funds are to safeguard its ability to continue as a going concern
so that it can continue to provide returns to the unit holders and to maintain a strong base of assets to meet
unexpected losses or opportunities.

In accordance with the risk management policies as stated in note 19, the Fund endeavours to invest the
subscriptions received in appropriate investment avenues while maintaining sufficient liquidity to meet redemptions,
such liquidity being augmented by disposal of investments or short-term borrowings, where necessary.

PATTERN OF UNITHOLDINGS

June 30, 2023
Number of Number of Investment P(:;:te;?lge
unit holders units held Amount .
investments
(Rupees in '000)
Individuals 2,961 62,651,880 6,766,573 87.80%
Retirement funds 21 2,455,578 265,209 3.44%
Others 36 2,055,788 222,031 2.88%
Associated companies 3 4,191,153 452,656 5.87%
3,021 71,354,399 7,706,469 100%
June 30, 2022
Number of Number of Investment Pi::te;t::ge
unit holders units held Amount .
investments
(Rupees in '000)
Individuals 2,443 35,736,803 3,836,689 83.09%
Associated companies 21 2,182,991 234,365 5.08%
Retirement funds 3 3,651,835 392,060 8.49%
Others 37 1,436,306 154,201 3.34%
2,504 43,007,935 4,617,315 100%

TOP TEN BROKERS / DEALERS BY PERCENTAGE OF COMMISSION PAID
Details of commission paid by the fund to top ten brokers by percentage during the year are as follows:

June 30, 2023

(Percentage)
1 Continental Exchange (Private) Limited 31.57%
2 JS Global Capital Limited 10.45%
3 Optimus Market Private Limited 9.54%
4 Icon Management Private Limited 7.21%
5 Paramount Capital Private Limited T717%
6 AKD Securities Limited 4.91%
7 Vector Capital Private Limited 4.49%
8 C & M Management (Private) Limited 3.96%
9 Arif Habib Limited 3.73%
10 Invest One Markets Private Limited 3.18%
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251

June 30, 2022

(Percentage)
1 MRA Securities Limited 22.34%
2 Adam Securities (Private) Limited 22.18%
3 Top Line Securities (Private) Limited 16.51%
4 Taurus Securities Limited 7.07%
5 Multiline Securities (Private) Limited 6.05%
6 Continental Exchange (Private) Limited 4.04%
7 BMA Capital Management Limited 3.39%
8 C & M Management (Private) Limited 2.64%
9 AKD Securities Limited 2.33%
10 EFG Hermes Pakistan Limited 217%

ATTENDANCE AT MEETINGS OF BOARD OF DIRECTORS

The 177th, 178th, 179th, 180th, 181st, 182nd, 183rd, 184th, 185th, 186th, 187th & 188th meeting of the Board of
Directors were held on July 28, 2022, August 02, 2022, August 15, 2022, Septemer 01, 2022, October 18, 2022,
October 21, 2022, January 31, 2023 , February 03, 2023, March 22, 2023, April 11, 2023, April 14, 2023 and May
02, 2023 respectively. Information in respect of attendance by the directors and other persons in the meetings is
given below:

Number of Number of meetings .
Name of persons attending the meetings Designation meetings || Attendanc Leave Meetings Not
h . Attended Attended
eld ||erequired granted

Mr. Haroon Rashid Chairman 12 12 12
Mr. Nasim Beg (Resigned on May 2nd, 2023) Vice Chairman 12 12 12
Mr. Muhammad Saqib Saleem Chief Executive Officer 12 12 12
Mr. Ahmed Jahangir Director 12 12 12
Mr. Mirza Qamar Beg (Resigned on May 2nd, 2023) Director 12 12 12 - -
Mr. Kashif A. Habib (Resigned on May 2nd, 2023) Director 12 12 8 4 180, 184, 186 & 187
Syed Savail Meekal Hussain Director 12 12 10 2 185 & 187
Ms. Mavra Adil Khan Director 12 12 9 3 178, 181 & 182
Mr. Fahd Kamal Chinoy (Appointed on May 2nd, 2023) Director 12 1 1 -
Mr. Manzar Mushtaq (Appointed on May 2nd, 2023) Director 12 1 1
Mr. Shoaib Mumtaz (Appointed on May 2nd, 2023) Director 12 1 1
PARTICULARS OF INVESTMENT COMMITTEE AND FUND MANAGER
Details of members of the Investment Committee of the Fund are as follows:

S- Name Designation Qualification E)'(perlence
No. in years
1 Mr. Muhammad Sagib Saleem Chief Executive Officer FCCA, FCA 25.5
2  Mr. Muhammad Asim Chief Investment Officer MBA, CFA 20
3 Mr. Awais Abdul Sattar Portfolio Manager Equities MBA, CFA 12
4 Mr. Jawad Naeem Head of Islamic Equity MBA Finance & CFA Level 1 15
5 Mr. Saad Ahmed Head Of Fixed Income MBA 17
6 Mr. Syed Abid Ali Head Of Equities MBA 15
7 Mr. Usama Igbal Fund Manager Graduate 19

Mr. Saad Ahmed is the Fund Manager. Details of the other funds being managed by him are as follows:

- Pakistan Income Enhancement Fund

- Pakistan Cash Management Optimizer Fund
- Pakistan Cash Management Fund

- MCB Pakistan Sovereign Fund

- Alhamra Daily Dividend Fund

- Alhamra Cash Management Optimizer
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26 GENERAL
Figures have been rounded off to the nearest thousand rupees unless otherwise specified.
27 DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorised for issue on July 26, 2023 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, 2023

No. of Unit Holders Unit holdings Total units held
850 A.001-10,000 15,670
361| B.10,001-100,000 117,398
791| C.100,001-1000,000 3,673,937
1019 D. 1000,001 & Above 67,547,394
3,021 71,354,399
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PERFORMANCE TABLE

FOR THE YEAR ENDED JUNE 30, 2023

Performance Information 2021 2020 2019
Total Net Assets Value — Rs. in million 7706.4694 4,617.3150 3,645.9500 4,032.7759]  3,933.4452
Net Assets value per unit — Rupees 108.0027 107.3596 107.0518 106.9649 106.5542
Closing Offer Price 109.8333 109.1793 108.8663 108.7780 108.3603
Closing Repurchase Price 108.0027 104.9333 104.6324 103.3388 106.5542
Highest offer price per unit 125.3632 118.5362 115.9956 121.0894 116.6078
Lowest offer price per unit 109.2204 108.8858 110.9321 108.3913 108.2969
Highest Redemption price per unit 123.2737, 116.5605 114.0622 119.0711 114.6642
Lowest Redemption price per unit 107.4000| 107.0709 105.3852 106.5847 106.4919
Distribution per unit — Rs. * 15.8624 9.3394 7.0333 12.0476 13.0796
Average Annual Return - %

One year 15.46 9.02 6.66 11.69 7.80
Two year 12.24 7.84 9.18 9.75 6.21
Three year (inception date Mar 01, 2007) 10.38 9.12 8.72 8.04 6.31
Net Income for the year — Rs. in million 892.9053 382.3485 258.3900 485.9330 292.7500
Distribution made during the year — Rs. in million 861.1570 373.6420 256.1370 471.0610 471.7150
Accumulated Capital Growth — Rs. in million 31.7483 8.7065 2.2530 14.8720 (204.2910)
Weighted average Portfolio Duration (years) 2 3.7 1.5 2.8 1.3

* Date of Distribution

Disclaimer

June 17, 2023 15.8624

June 24, 2022 9.3394

June 25, 2021 7.0333

June 26, 2020 12.0476

July 04, 2019 4.8783
June 28, 2019 8.2013

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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