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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE QUARTER ENDED SEPTEMBER 30, 2019

Dear Investor,

On behalf of the Board of Directors, We are pleased to present MCB Pakistan Sovereign Fund accounts review for the
quarter ended September 30, 2019.

ECONOMY AND MONEY MARKET OVERVIEW

Stabilization measures pursued by the government have started to bear fruits as the Balance of Payment situation continues
to improve. The Current Account Deficit (CAD) contracted by ~55% on a Year on Year (YoY) basis to USD 1.3 billion in
the first two months of FY20. Imports of goods continued to nosedive as it compressed by 23.5% while exports increased
by 1.4% in the first two months. On the flip side, remittances remained weak amidst lesser number of working days and
declined by 8% during the first two months of the fiscal year. Foreign exchange reserves increased by USD 1.2 billion
during the period as Pakistan received its first tranche of USD 1.3 billion from IMF, while the outflow from CAD remained
restrained.

CPI was rebased with a new base of 2015-16 and the average for newly rebased CPI clocked in at 10.1% YoY. However,
the latest monthly readings were recorded north of 11% as rising food and energy prices took its toll on the index. Food
inflation during the latest month was recorded at 15.0% YoY. Nevertheless, core inflation as measured by Non Food Non
Energy was still controlled and averaged 8.4% for the quarter.

Large Scale Manufacturing as anticipated continued on a downward trajectory as the import based consumption demand
evaporated. LSM posted a decline of ~3.3% in July, 2019 primarily decline emanating from cyclical sectors. Both Autos
and Steel manufacturing saw demand compression of 27.5% and 15.5% respectively.

Provisional number of tax collection were also encouraging as FBR collected PKR 962 billion in the first quarter of the
current fiscal year, which was 16% higher compared to the corresponding period of the last year. Dissecting the performance
in terms of domestic and international collection, the performance was even better as domestic tax revenue grew by 28%
YoY. The non-tax collection as per the provisional estimates were also promising as the government managed to collect
PKR ~400 billion with the major portion driven by Surplus Profitability from SBP and Sale of Telecom sector licenses. The
target for primary deficit was also met as per the provisional estimates as government generated a surplus of PKR 200
billion.

During the period under review, yield curve shifted downwards owing to massive demand for longer tenor bonds as market
participants drew comfort from stabilization measures and anticipated outlook of lower inflation. 2 Year bonds eased of
by 86 bps during the quarter while the longer end (10Y) saw a massive easing of 154 bps during the same period. The
State Bank of Pakistan (SBP) in its latest bi-monthly Monetary Policy Statement also left the Policy Rate unchanged at
13.25%, citing the Monetary Policy Committee's outlook on moderating inflation and balance of payment situation. The
monetary policy committee kept the status quo after 8 successive increases.

FUND PERFORMANCE

During the period under review, the fund generated an annualized return of 19.86% as against its benchmark return of
13.93%. At period-end, the fund decreased its exposure in cash to 53.9% from 58.1%.

The Net Assets of the Fund as at September 30, 2019 stood at Rs. 2,396 million as compared to Rs. 630 million as at
June 30, 2019 registering a decline of 280.32%.

The Net Asset Value (NAV) per unit as at September 30, 2019 was Rs. 55.79 as compared to opening NAV of Rs. 53.13
per unit as at June 30, 2019 registering an increase of Rs. 2.66 per unit.

FUTURE OUTLOOK

Policy adjustments by the central bank will result in macroeconomic consolidation thus restricting the economic growth
in low single digits for the current year. IMF forecasts Pakistan GDP growth to slow down to 2.5% in FY20, in the wake
of tightening policies pursued by the government. Industrial growth will remain muted particularly for the import-driven
consumption based sectors. However, export driven industrial companies can provide some respite as the government
has incentivized the above, while increased power supply also eliminates bottleneck for them.
Balance of Payment worries are over for now as current account deficit has adjusted to reasonable level since the policy
actions taken by the central government. Our forecast at very conservative assumptions is that CAD will settle at 2.6%
of GDP. We have assumed crude oil prices at USD 70/BBL, which are currently hovering near USD 60/BBL. After signing
up for an IMF program, Pakistan will be able to finance its gross finance requirements by tapping into international avenues.
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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE QUARTER ENDED SEPTEMBER 30, 2019

Saudi deferred oil facility will also provide a short term buffer to foreign exchange reserves. We expect foreign exchange
reserves to increase to USD ~12 billion by the end of the current fiscal year. With PKR aligned to its equilibrium levels
(Aug'19 REER at 92.71) and current account deficit in a sustainable range, PKR should now depreciate nominally based
on its historical average.

CPl is expected to jack up to an average of ~11.0% for the fiscal year from current quarter average of 10.1% owing to a
hike in food inflation and rising utility prices. Nevertheless, we expect core inflation as represented by Non Food Non
Energy (NFNE) to average below 10.0% for the year. We expect the 12 month forward CPI to start slowing down from
the second half of this fiscal year, which will open the room for monetary easing as central bank has indicated to opt for
more proactive monetary policy approach.

On the fiscal side, the government is aiming to limit fiscal deficit at 7.4% of GDP for the year. While the final target for
fiscal deficit can evolve, nevertheless, it has to meet the primary condition of IMF for limiting the primary deficit at 0.6%
of GDP. For this purpose, FBR is targeting an ambitious tax collection of PKR 5.5 trillion (up 35% YoY). The budget
presented in the parliament proposed PKR 600-700 billiion of tax measures, while the remaining amount was kept
contingent on FBR efforts and economic growth. On the expenditure side, the government is aiming for austerity measures
on the current expenditure side, however, it is aiming for an expansionary Public Sector Development Program (PSDP)
of PKR 1.7 trillion (up 40% YoY). We believe the tax collection target to be highly optimistic and expect a shortfall of PKR
~400-500 billion. The result of provisional tax collection for 1Q assert our view as there was a shortfall of PKR 100 billion
during the quarter. Resultantly, the shortfall in tax collection will trickle down to a lower development spending.
On the equity side, we believe, the last two years' market performance (down approx. 39% from peak levels) has reflected
the concerns on political and economic direction & also reflected in performance of cyclical stocks where correction in
stock prices is even sharper. We continue to reiterate our stance that current levels offer very attractive levels for long
term investors with very little downside potential. We believe upside in stocks shall unveil only gradually as confidence
reigns back and economic policies shape the outlook in the expected manner. Therefore, going forward, stocks offer long
term investment opportunity with rewards for patient investors. We continue to track trends in the economic indicators of
the country and adjust our portfolio accordingly.

The equity strategy should be a mix of macro based theme along with bottom up analysis. The overall strategy should
be a focus towards defensive sectors (E&P's, Power, Fertilizers) and sector which will benefit from changing dynamics
on macro front (Commercial Banks) should be overweight. In addition to that, government's strong focus on reviving
exports should provide a boost to the outlook of export oriented sectors such as Textiles & IT. Despite being negative on
cyclical stocks, we believe there will be distressed assets and quality companies which should be looked into as they have
a tendency to provide abnormal returns.

ACKNOWLEDGMENT
The Board is thankful to the Fund's valued investors, the Securities and Exchange Commission of Pakistan and the
Trustees of the Fund for their continued cooperation and support. The Directors also appreciate the efforts put in by the

management team.

On behalf of Directors,

e -

Muhammad Sagib Saleem Nasim Beg
Chief Executive Officer . . .
October 24, 2019 Vice Chairman / Director
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CONDENDSED INTERIM STATEMENT OF ASSETS AND LIABILITIES

AS AT SEPTEMBER 30, 2019

ASSETS

Balance with banks
Investments

Profit receivable

Advances and prepayments
Total assets

LIABILITIES

Payable to the Management Company

Payable to the Central Depository Company of Pakistan Limited - Trustee
Payable to the Securities and Exchange Commission of Pakistan
Payable against purchase of investments

Dividend payable

Accrued expenses and other liabilities

Total liabilities

NET ASSETS
Unit holders’ fund (as per statement attached)

Contingencies and commitments

Number of units in issue

NET ASSETS VALUE PER UNIT

© o

11

12

(Un-Audited)
September 30,

2019

(Audited)
June 30,
2019

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

2,325,057 663,697

1,974,901 472,627

10,875 2,822

3,346 3,094

4,314,178 1,142,240

5,587 816

107 96

52 491

1,868,890 467,813

- 3,965

43,513 39,415

1,918,148 512,596

2,396,030 629,644

2,396,030 629,644
------ (Number of units) ------

42,946,637 11,850,746
------------ (Rupees) --=-=-=-----

55.79 53.13

The annexed notes from 1 to 19 form an integral part of these condensed interim financial statements.

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

Yoy A

Chief Executive Officer

Chief Financial Officer

z’-ﬁm 7

Director
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CONDENDSED INTERIM INCOME STATEMENT (UN-AUDITED)

FOR THE QUARTER ENDED SEPTEMBER 30, 2019

Income

Income from government securities

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

Profit on bank deposits

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

Total income

Expenses

Remuneration of the Management Company
Sindh Sales Tax on remuneration of the Management Company
Remuneration of the Central Depository Company of
Pakistan Limited - Trustee
Sindh Sales Tax on remuneration of Trustee
Securities and Exchange Commission of Pakistan - annual fee
Allocated expenses
Marketing and Selling expenses
Provision for Sindh Workers' Welfare Fund
Brokerage expenses
Auditors' remuneration
Other expenses
Total expenses

Net income for the period before taxation

Taxation

Net income for the period

Allocation of net income for the period:
Net income for the period
Income already paid on units redeemed

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

Earnings per unit

7.3

1.1

13

14

September 30,

2019

2018

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

24,860 10,074
29,453 (350)
12,397 2,234
1,108 (734)
67,817 11,224
6,542 1,208
850 157
171 230
22 30
52 115
262 173
365 -
1,168 178
710 99
126 128
312
10,580 2,486
57,237 8,738
57,237 8,738
57,237 8,738
(9,736) (441)
47,500 8,297
24,667 -
22,834 8,297
47,501 8,297

The annexed notes from 1 to 19 form an integral part of these condensed interim financial statements.

For MCB-Arif Habib Savings and Investments Limited

(Management Company)

Yoy A

Chief Executive Officer
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Chief Financial Officer

z’-ﬁm 7

Director
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CONDENSED INTERIM STATEMENT OF OTHER COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2019

September 30,
2019 2018
------ (Rupees in '000) ------

Net income for the period after taxation 57,237 8,738
Other comprehensive Income for the period:
Unrealised appreciation in fair value of investments

classified as 'at fair value through other comprehensive income' - net - -
Total comprehensive income for the period 57,237 8,738

The annexed notes from 1 to 19 form an integral part of these condensed interim financial statements.

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

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM STATEMENT OF MOVEMENT IN UNIT HOLDERS' FUNDS (UN-AUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2019

Net assets at beginning of the period

Issue of 56,435,728 units (2018: 3,045,483 units)

- Capital value (at net asset value per unit at
the beginning of the period)
- Element of income
Total proceeds on issuance of units

Redemption of 25,339,837 units (2018: 2,072,354 units)
- Capital value (at net asset value per unit at the

beginning of the period)
- Amount paid out of element of income

- Relating to 'Net income for the period after taxation’
Refund / adjustment on units as element of loss

Total payments on redemption of units

Total comprehensive income for the period

Final Distribution for the period Rs. Nil (For the year ended June 30,
2018 Rs. 2.75 per unit including additional units declared on July

04, 2018) units
Net income for the period less distribution

Net assets at end of the period

Undistributed loss brought forward
- Realised
- Unrealised

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

Distribution during the period
Undistributed loss carried forward

Undistributed loss carried forward
- Realised
- Unrealised

Net assets value per unit at beginning of the period

Net assets value per unit at end of the period

September 30,
2019 2018
(Rupees in '000)
Capital value .Undlstrlbuted Total Capital value .Undlstrlbuted Total
income / (loss) income / (loss)
1,382,425 (752,781) 629,644 1,310,356 (725,375) 584,981
1,382,425 (752,781) 629,644 1,310,356 584,981
2,998,432 - 2,998,432 161,655 - 161,655
98,840 - 98,840 645 - 645
3,097,272 - 3,097,272 162,300 - 162,300
(1,346,306) - (1,346,306) (110,001) - (110,001)
(32,081) (9,736) (41,817) (163) (441) (604)
(1,378,387) (9,736) (1,388,123) (110,164) (441) (110,605)
- 57,237 57,237 - 8,738 8,738
- - - (960) (27,853) (28,813)
- 57,237 57,237 (960) (19,115) (20,075)
3,101,310 (705,281) 2,396,030 1,361,532 (744,931) 616,601
(752,018) (724,969)
763, 406
(752,781) (725,375)
24,667
22,834 ,
47,501 8,297
- (27,853)
(705,281) (744,931)
(706,388) (744,316)
1,108 734
(705,281) (744,931)

-- (Rupees in '000) -
53.13

55.79

The annexed notes from 1 to 19 form an integral part of these condensed interim financial statements.

Chief Executive Officer

(Management Company)

-

Chief Financial Officer
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- (Rupees in '000) -

55.83

53.85

For MCB-Arif Habib Savings and Investments Limited

z’-ﬁm 7

Director




CONDENDSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2019

September 30,
2019 2018
Note  --—----- (Rupees in '000) --------
CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the period before taxation 57,237 8,857
Adjustments for:
Unrealised diminution in fair value of
investments classified 'at fair value through profit or loss' - net (1,108) 734
Provision for Sindh Workers' Welfare Fund (SWWF) - 178
56,129 9,769
Decrease /(Increase) in assets
Investments (464,063) (148,084)
Profit receivables (8,053) (802)
Advances, deposits, prepayments (252) (170)
(472,367) (149,056)
Increase / (decrease) in liabilities
Payable to the Management Company 4,771 25
Payable to the Central Depository Company of Pakistan Limited - Trustee 1 (4)
Payable to the Securities and Exchange Commission of Pakistan (439) (624)
Payable against purchase of investments 1,401,077 (41,026)
Dividend payable (3,965) -
Accrued expenses and other liabilities 4,098 34
1,405,552 (41,595)
Net cash generated from operating activities 989,314 (180,882)
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts from issuance of units (excluding additional units) 3,097,272 162,300
Payments on redemption of units (1,388,123) (110,605)
Dividend paid - (28,813)
Net cash (used in) / generated financing activities 1,709,149 22,882
Net increase / (decrease) in cash and cash equivalents
during the period 2,698,463 (158,000)
Cash and cash equivalents at beginning of the period 1,131,570 1,107,480
Cash and cash equivalents at end of the period 16 3,830,033 949,480

The annexed notes from 1 to 19 form an integral part of these condensed interim financial statements.

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

-

ek . 7

-

Chief Executive Officer Chief Financial Officer Director
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS

FOR THE QUARTER ENDED SEPTEMBER 30, 2019

1.1

1.2

1.3

1.4

1.5

1.6

21

2141

21.2

LEGAL STATUS AND NATURE OF BUSINESS

MCB Pakistan Sovereign Fund (the Fund) was established under a Trust Deed executed between Arif Habib
Investments Limited as Management Company and Habib Metropolitan Bank Limited as Trustee. Pursuant to the
merger of MCB Asset Management Limited and Arif Habib Investment Limited, the name of the Management
Company has been changed from Arif Habib Investments Limited to MCB—Arif Habib Savings and Investments
Limited with effect from June 27, 2011. During the year ended June 30, 2010, Habib Metropolitan Bank Limited
retired as the Trustee of the Scheme and Central Depository Company of Pakistan Limited (CDC) was appointed
as the new Trustee with effect from November 23, 2009. The Trust Deed was executed on December 24, 2002 and
was approved by the Securities and Exchange Commission of Pakistan (SECP) on January 07, 2003 in accordance
with the Asset Management Companies Rules, 1995 (AMC Rules), [repealed by the Non-Banking Finance Companies
(Establishment and Regulations) Rules, 2003 (the NBFC Rules)].

The Management Company of the Fund has been licensed to act as an Asset Management Company under the
NBFC Rules through certificate of registration issued by SECP. The registered office of the Management Company
is situated at 24th Floor, Centre Point, off. Shaheed-e-Millat Expressway, Near KPT Interchange, Karachi, Pakistan.

The Board of Directors have approved that the Fund should be categorised as 'Income Scheme' as per the categories
defined by the Securities and Exchange Commission of Pakistan Circular 7 of 2009 dated March 06, 2009. The
Fund is an open ended mutual fund and offers units for public subscription on a continuous basis. The units of the
Fund can be transferred to / from the Funds managed by the Management Company and can also be redeemed
by surrendering to the Fund. The Fund is listed on the Pakistan Stock Exchange Limited.

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

The Pakistan Credit Rating Agency Limited (PACRA) has assigned an asset manager rating of '"AM2++' dated
october 08, 2019 to the Management Company and has assigned stability rating of 'AA-(f)' dated June 27, 2019
to the Fund. The Fund consists of a 'Perpetual’ (the scheme).

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

BASIS OF PREPARTION
STATEMENT OF COMPLIANCE

This condensed interim financial statements have been prepared in accordance with the accounting and reporting
standards as applicable in Pakistan which comprises of:

- International Accounting Standard (IAS) 34, Interim Financial Reporting, issued by the International Accounting
Standards Board (IASB) as notified under the Companies Act, 2017 (the Act);

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

- 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 requirements of the Trust Deed differ from the
International Accounting Standard (IAS) 34, Interim Financial Reporting, 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.

This condensed interim financial information does not include all the information and disclosures required for full
annual financial statements and should be read in conjunction with the financial statements for the year ended 30
June 2019.
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FOR THE QUARTER ENDED SEPTEMBER 30, 2019

2.1.3 The comparative in the statement of assets and liabilities presented in the condensed interim financial information

as at 30 September 2019 have been extracted from the audited financial statements of the Fund for the year ended
30 June 2019, whereas the comparatives in the condensed interim income statement, condensed interim cash flow
statement, condensed interim distribution statement and condensed interim statement of movement in unit holders'
funds are stated from unaudited condensed interim financial information for the quarter ended 30 September 2018.

2.1.4 The disclosures made in this condensed interim financial information have, however, been limited based on the

requirements of the International Accounting Standard 34: 'Interim Financial Reporting'. This condensed interim
financial information is unaudited.

2.1.5 "In compliance with schedule V of the NBFC Regulations the Directors of the Management Company, hereby declare

2.2

2.3

3.2

that this condensed interim financial statement give a true and fair view of the Fund."
Basis of Measurement

This condensed interim financial information have been prepared on the basis of historical cost convention except
that investments have been included at fair value.

Functional and presentation currency

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

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted for the preparation of these condensed interim financial statements are the same
as those applied in the preparation of the annual published financial statements of the Fund for the period ended
June 30, 2019.

Standards, amendments and interpretations to existing standards not yet effective and not applicable/
relevant to the Fund

There are certain standards, amendments to the approved accounting standards and interpretations that are
mandatory for the Fund’s accounting periods beginning on or after July 1, 2019 but are considered not to be relevant
or do not have any significant effect on the Fund's operations and are, therefore, not detailed in these condensed
interim financial statements.

Estimates and Judgements

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

Financial Risk Management

The Fund's financial risk management objectives and policies are consistent with that disclosed in the financial
statements as at and for the year ended 30 June 2019.

(Un-Audited) (Audited)
September 30, June 30,
2019 2019
Note o (Rupees in '000) --------
BALANCE WITH BANKS
- Savings accounts 6.1 2,323,380 660,792
- Current accounts 6.2 1,677 2,905
2,325,057 663,697
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6.1. These carry profit at the rates ranging between 11.25% to 14.4% (2019: 10.25% to 13 %) per annum. It includes
bank balance of Rs. 3.355 million (2019: Rs 2.47 million) maintained with MCB Bank Limited (a related party) which
carries profit at the rate of 11.25% (2019: 10.25%) per annum.

6.2. These include Rs. 1.672 million (June 30, 2019: Rs 5.359 million) maintained with MCB Bank Limited, a connected
person / related party.

(Un-Audited) (Audited)
September 30, June 30,
2019 2019
Note -------- (Rupees in '000) --------
7. INVESTMENTS
'At fair value through profit or loss '

Government securities - Pakistan investment bonds 711 105,813 4,754
Government securities - Treasury Bills 71.2 1,869,087 467,873
1,974,901 472,627
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS

FOR THE QUARTER ENDED SEPTEMBER 30, 2019

7.3

8.1

8.2
8.3

8.4

(Un-Audited) (Audited)
September 30, June 30,
2019 2019
Note @~ - (Rupees in '000) --------
Net unrealised loss on revaluation of investments
at fair value through profit or loss’
Market value of investments 7118&7.1.2 1,974,900 472,627
Carrying value of investments 711&71.2 (1,973,792) (473,390)
1,108 (763)
Payable to — Management Company
Management remuneration payable 8.1 3,896 672
Sindh Sales Tax on management remuneration payable 8.2 506 87
Payable against allocated expenses 8.3 145 57
Marketing and selling expense 8.4 365 -
Sale load payable 675 -
5,587 816

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

Sales tax on management remuneration has been charged at the rate of 13% (2019: 13%).

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

SECP vide SRO 639(1)/2019 dated June 20, 2019 has allowed the Asset Management Companies to charge selling
and marketing expenses to all categories of open-end mutual funds (except fund of funds). Furthermore, maximum
cap of selling and marketing expense of 0.4% per annum has also been removed. Resultantly, during the current
quarter, the Management Company has charge actual expenses to the extent as it has think expedient.

(Un-Audited) (Audited)
Payable to Central Depository of Pakistan - Trustee September 30, June 30,
2019 2019
------- (Rupees in '000) -------
Trustee remuneration payable 9.1 95 85
Sindh Sales Tax on remuneration of the trustee 12 11
107 96
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9.1

10

11

12.

13.

From July 01, 2019, Central Depository Company of Pakistan Limited vide its letter number CDC/CEQO/L-112/18/2019
dated June 27, 2019 changed its tariff structure. The trustee is entitled to a monthly remuneration for services
rendered to the Fund at a flat rate of 0.065% of the average net assets calculated on a daily basis plus actual
reimbursement of the actual custodial expenses (if any).

Payable to Securities and Exchange Commission of Pakistan (SECP)

SECP, vide SRO no. 685 (1)/2019 dated June 28, 2019, revised the rate of annual fee at 0.02% (2019: 0.075%) of
net assets on all categories of Collective Investment Schemes which is effective from July 01, 2019.

(Un-Audited) (Audited)
September 30, June 30,
2019 2019

ACCRUED AND OTHER LIABILITIES

Provision for Sindh Workers' Welfare Fund 1.1 6,680 5,511
Provision for Federal Excise Duty and related tax on 11.2
- Management fee 29,028 29,028
- Sales load 4,170 4,170
Withholding tax payable 655 57
Auditors' remuneration payable 471 346
Brokerage payable 627 68
Others 1,881 235
43,513 39,415

Provision for Sindh Workers' Welfare Fund

There is no change in the status of the SWWEF as reported in the annual financial statements of the Fund for the
year ended June 30, 2019. Had the provision for SWWF not been recorded in the condensed interim financial
information of the Fund, the net asset value of the Fund as at September 30, 2019 would have been higher by
Re.0.1555 per unit (June 30, 2019 Re. 0.47 per unit).

Federal Excise Duty and related tax payable

There is no change in the status of Federal Excise Duty as reported in the annual financial statements of the Fund
for the year ended June 30, 2019. Had the said provision for FED not been recorded in the condensed interim
financial information of the Fund, the net asset value of the Fund as at September 30, 2019 would have been higher
by Re. 0.6759 per unit (June 30, 2019: Re. 2.45 per unit).

CONTINGENCIES AND COMMITMENTS
There were no contingencies and commitments as at September 30, 2019 and June 30, 2019.
TAXATION

The Fund's income is exempt from income tax as per clause (99) of part | of the Second Schedule to the Income
Tax Ordinance, 2001 subject to the condition that not less than 90% of the accounting income available for distribution
for the year as reduced by capital gains whether realized or unrealized is distributed amongst the unit holders by
way of cash dividend. Furthermore, as per regulation 63 of the Non-Banking Finance Companies and Notified
Entities Regulation, 2008, the Fund is required to distribute 90% of the net accounting income available for distribution
other than capital gains to the unit holders in cash. The Fund is also exempt from the provision of Section 113
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS
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14.

15.

16.

(minimum tax) under clause 11A of Part IV of the Second Schedule to the Income Tax Ordinance, 2001. The
management intends to distribute the income to be earned by the Fund during the year ending June 30, 2019 to
the unit holders in cash in the manner as explained above. Accordingly, no provision for taxation has been made
in these condensed interim financial statements.

EARNINGS PER UNIT
Earnings per unit based on cumulative weighted average units for the period has not been disclosed as in the opinion
of the Management Company, the determination of the same is not practicable.
TOTAL EXPENSE RATIO
SECP, vide SRO no. 639 (1)/2019 dated June 20, 2019 enhanced the Total Expense Ratio from 2% to 2.5%. The
total expense ratio of the Fund from July 1, 2019 to September 30, 2019 is 1.01% (September 30, 2018: 0.41 %)
and this includes 0.2% (September 30, 2018: 0.08%) representing government levy, Sindh Worker's Welfare Fund,
SECP fee etc. This ratio is within the maximum limit of 2.5% prescribed under the NBFC Regulations for a collective
investment scheme categorized as Income scheme.
(Un-Audited) (Audited)
September 30, June 30,
CASH AND CASH EQUIVALENTS 2019 2019
------- (Rupees in '000) -------
Bank balances 2,325,057 663,697
Government securities - Treasury bill 1,504,976 467,873
3,830,033 1,131,570
(Un-Audited) (Audited)
September 30, June 30,

2019 2019

74 MCB PAKISTAN SOVEREIGN FUND




NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS

FOR THE QUARTER ENDED SEPTEMBER 30, 2019

- - - - ) - - - / |ouuosiad juswabeuew Aay
A 290'L2 - 60¢°} ¥€0'L2 0clL ¥9.'80S - 129'v2 €Lz'vey $0IAI8S 01|0j10d AJBUONBIOSIP J8pUn Bjepuely
................................. (000, Ul $88dNY) =-==-rmmmmmmmmemmemoemoemoemoae spun
8102 8102
. yseo 1o} 8102 . yseo 1o} 810z ‘Lo AInp
d d
0¢ Jaqueldes pawaapay snuog ponss| L0 AN 18 sy 0¢ Jequieldeg pawaspay snuog panss| 1e sy
Je sy Je sy
8102 '0¢ Joquiajdag papua Syjuow daiy) ay} Jo4
z6L'0L 16601 - (11 ¥4 - 9z.'261 160661 - £28°16€ - |uuosiad Juswabeuew Aoy
- 6v6'e8y - 98's8y - ! ovL'Lp8‘8 - ovL'Lye‘e ! $891A9s oljogiod Aleuoaiasip Japun sjepuep
- - - - - A - - - . paywi Auedwod Juswa) ueyy 9a
8vE'LOL 800°LSE - LIE'6YY - €15'918°) LEZ'LY'e - ¥08°'222'8 Q3LINIM SLNIWLSIANI ANV SONIAVS gIgVH J18V-89IN
............................... (000, Ul $83dNY) =-mmrmmmmmemmeemcencenaees spun
6102 6loc ‘
. yses Joy 6102 . yses 1o} 6L0Z ‘10 Ainp
0¢ ‘_NM_“_MS_om pawaapay snuog panss| L0 AInp 18 sy 0¢ ._MM_Mﬂaom pawaspay snuog ponss| 1 sy

6102 ‘0€ Joqwia3dag papua syjuow iy} ay} 104

pun4 ayj jo syun ui sapsed pajejal [ suosiad pajoauuod ypum pouad ayy Bulinp suopoesuel] /L

:SMOJ|0} SE 8Je ‘SJUSLIS]E]S [elouRUll 8SBY] U
alaymes|e paso|osIp Usag aABY YdIym 8soy) uey) Jaylo ‘suosiad pajosuuod / seied pajejal yim pus pouad Je ssoue|eq pue suoloesuel) Jo sjielaQ

‘s8lel PajoeNuod
Je swus) peaibe uo Jno pallIed ale pue ssauisng JO 8SIN0D [EWIOU 8y} Ul 8ie sallled paje|al / suosied pe}osuuod Yim suoljoesuel) sy "sejel
P8JoBIUOD 1B Swis) pealbe uo N0 peLLIed ale pue SSaUISNg JO 8SIN0D [BWIOU 8y} Ul 8. soled paje|al / suosiad pejosuuod YlM SUOOBSUE) 8|

‘PUNH By} JO SJUBINOOP SAIINIISUOD PUB 80027
suonenbay D4gN 8y} Jo uoisinoid 8y} YlIim 80UBplodde Ul paulwlialep S| 88)sni] ay) pue Auedwo) juswabeuely ay) 0} sjgedAed uolelaunway

pun4 ay} Jo sjun 90| uey) aiow Buipjoy siapjoy Hun
pue sbupjelapun pajeioosse 1aylo ‘|suuosiad Juswabeuew Aay pue siojoalip ‘@ajsni) ay} ‘Auedwo) Juswabeuely ay) jo Auedwod Buipjoy ay}
Buriaq paywi] yueg gon ‘Auedwor) uswabeuely ay) Aq pabeuew sawayos Juswisaaul 8A1}08]|09 Jayjo ‘Auedwor) uswabeueyy ay) spnjoul pun
ay} Jo suosiad pajoauuod / sailed paje|ay ‘pund ay) Jo sHun 9%0L ueyl aiow Buipjoy siapjoy Jun pue sbupjenapun pajeioosse Jayjo ‘|suuosiad
wswabeuew Asy pue siooalip ‘@8isnl] 8y} ‘Auedwo? Juswabeue sy} Jo Auedwos Buipjoy ay Buieq paywi yueg goN ‘Auedwo) Juswabeuely
ay) Ag pabeuew sawayos JUBWI]SAAUI dAI}08[|09 Jayjo ‘Auedwon juswabeuel ay) apnjoul pun4 ay} Jo suosiad pajoauuod ; saied pajejay

SNOS¥3d A3103INNOD HL1IM SNOILIOVSNVIL

MCB PAKISTAN SOVEREIGN FUN

75




NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE QUARTER ENDED SEPTEMBER 30, 2019

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

(Unaudited) (Unaudited)
September 30, September 30,
2019 2018
------ (Rupees in '000) ------

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

Remuneration of the Management Company including indirect taxes 7,392 1,365

Expenses allocated by the Management Company and related taxes 262 173

Marketing And Selling expenses 365 -
Central Depository Company of Pakistan Limited - Trustee

Remuneration including indirect taxes 193 260
MCB Bank Limited

Mark-up on bank deposits 74 33

Bank charges 1 4

Purchase of securities - Face Value 300M (2018: Nil) 272,526 -

Sale of securities - Face Value 200M (2018: Face value: Nil) 168,943 -
Silk Bank Limited

Purchase of securities - Face Value 450M (2018: Nil) 388,679 -

Sale of securities face value 1950M (2018: Nil) 1,780,167 -

17.3 Balances outstanding at period / year end: (Unaudited) (Audited)
September 30, June 30,
2019 2019

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

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

Remuneration payable to Management Company

Sales tax payable on remuneration to Management Company
Expenses allocated by Management Company

Sale load payable
Selling and marketing payable

Central Depository Company of Pakistan Limited - Trustee

Remuneration payable (including indirect taxes)
Sales tax on remuneration payable

MCB Bank Limited
Bank balance
Mark-up receivable
Sales load payable

Arif Habib Limited - Brokerage House
Brokerage payable*

3,896
506
145
675
365

95
12

5,027
84

1,676

672
87
57

85
11

5,359
84
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* The amount disclosed represents the amount of brokerage paid to connected persons and not the purchase or
sale value of securities transacted through them. The purchase or sale value has not been treated as transactions
with connected persons as the ultimate counter parties are not connected persons.

18. GENERAL

18.1 Figures have been rounded off to the nearest thousand rupees, unless otherwise specified.

18.2 Corresponding figures have been reclassified and rearranged in these condensed interim financial statements,
wherever necessary, for the purpose of better presentation. However, no significant rearrangements or reclassifications
were made in these condensed interim financial statements to report.

19. DATE OF AUTHORISATION FOR ISSUE

These condensed interim financial statements were authorized for issue on October 24, 2019 by the Board of
Directors of the Management Company.

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

-

q,(wj/“w 'Aﬁlb Y 7

Chief Executive Officer Chief Financial Officer Director
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