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

Dear Investor,

On behalf of the Board of Directors, we are pleased to present MCB Pakistan Sovereign Fund
accounts review for the year ended June 30, 2022.

Economy and Money Market Review

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

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

The country posted a current account deficit of USD 15.2bn in 11MFY22 compared to a deficit of
USD 1.1bn in the corresponding period last year. This was the largest CAD since FY18, when
country witnessed a deficit of USD 15.9bn in first eleven months of the fiscal year. The
deterioration came in primarily on the back of higher imports which grew by 36.5% in 11MFY22
compared to export growth of 26.7%. Trade Deficit increased by 45.5% to USD 36.1bn compared
to USD 24.8bn in the same period last year. The unprecedented increase in imports mainly came
from historic high prices of our commodity basket including crude oil, palm oil, coal coupled with
one time vaccines imports.

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

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

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

Secondary markets yields have increased significantly in FY22 as SBP started the monetary

tightening cycle. The depreciation in the rupee along with persistently high energy prices will add
pressure to inflation and we expect average inflation numbers to remain elevated in medium term.
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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE YEAR ENDED JUNE 30, 2022

Bond yields for tenors of 3 years, 5 years and 10 years witnessed a rise of 4.5%, 3.4% and 3.0%,
respectively during the period.

FUND PERFORMANCE

During the period under review, the fund generated an annualized return of 9.79% as against its
benchmark return of 11.26%. At period-end, the fund decreased its exposure in cash to 56.4%
from 57.2%.

The Net Assets of the Fund as at June 30, 2022 stood at Rs. 610 million as compared to Rs. 738
million as at June 30, 2021 registering a decline of 17.34%.

The Net Asset Value (NAV) per unit as at June 30, 2022 was Rs. 53.46 as compared to opening
NAYV of Rs. 53.32 per unit as at June 30, 2021 registering an increase of Rs. 0.14 per unit.

Economy & Market — Future Outlook

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

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

The international commodities have eased from their recent high but energy prices remain
stubbornly high. We expect the government to keep a tight leash on imports and discourage
unnecessary dollar outflows. The imports are expected to decrease by 14% YoY to USD 63bn as
we will witness volumetric compression in several segments of the economy. Thus we expect the
current account deficit to ease to USD 7.6bn (2.0% of GDP) in FY23 compared to expected
current account deficit of USD 16.5bn (4.2% of GDP) in FY22.

Successful resumption of the IMF program will be a key prerequisite to keep the financial account
in positive zone as we await funding commitment from friendly countries. Sustaining remittances
along with bilateral and multilateral flows would also be crucial in managing our external position.
USD/PKR is trading in a range of 225-230 due to ensuing political uncertainty and delay in IMF
tranche. We expect Rupee to recover post disbursement of IMF tranche along with receipts from
friendly countries. We expect however USD/PKR to depreciate by the close of fiscal year to 235.

CPI based inflation for June 2022 clocked at 21.3% on the back of increase in petroleum and
electricity prices as the relief measures announced by the previous government were reversed.
We will witness the second round impact of currency devaluation and petroleum price increase
which will keep inflation elevated for the remainder of the year. We expect FY23 average inflation
to clock at 21.8%. SBP increased the policy rate to 15% to slowdown aggregate demand and
ward off inflationary pressures. Increasing interest rate to unnecessarily higher level impacts
fiscal position and does little to tame cost push inflation. We thus SBP to balance monetary
tightening and fiscal costs by maintaining negative interest rates
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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE YEAR ENDED JUNE 30, 2022

From capital market perspective, particularly equities, the correction in stock prices has further
opened up valuation. The market has priced in the interest rate increase and currency
depreciation. Market cap to GDP ratio has declined to 10.1%, a discount of 52% from its historical
average. Similarly, risk premiums are close to 8.3%, compared to historical average of 2.2%
signifying deep discount at which market is trading. We believe a micro view of sectors and stock
will remain important and investment selection should focus on companies which trade at a deep
discount to their intrinsic value. The market is currently trading at PER of 4.7x, while offering a
dividend yield of 9.5%.

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

Mutual Fund Industry Review

The Net Assets of the open end mutual fund industry increased by about 19.2% during FY22 to
PKR 1,214bn. Total money market funds grew by about 43.8% since June 2021. Within the
money market sphere, the conventional funds dominated with a growth of about 56.4% to PKR
446bn while Islamic funds increased by 24.1% to PKR 225bn. In addition, the total fixed Income
funds increased by about 21.9% since June 2021, as the conventional income funds rose by
27.9% to PKR 161bn. Equity and related funds declined by 23.1% as market witnessed a decline
in FY22 eroding AUMS as concern over macroeconomic and geopolitical factors kept investors at
bay.

In terms of the segment share, Money Market funds were the leader with a share of around
55.3%, followed by Income funds with a share of 24.6% and Equity and Equity related funds
having a share of 18.9% as at the end of FY22.

Mutual Fund Industry Outlook

Increase in interest rates would encourage higher flows in the money market funds. Recent
changes in Finance Act 2023 also incentivize investors to save and invest through Mutual funds.
Prevailing yields of near 15% in fixed income funds are ideal for investors with a short term
horizon and low risk profile. However recent correction in stock prices has opened up valuations
and long term investors would look to add equity exposure at these highly attractive levels. Our
operations remained seamless and given our competitive edge due to aggressive investment in
digital access and online customer experience, the environment provides an opportunity with
growing number of investors available online.

Corporate Governance

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

® 4 Non — Executive Directors;

@ 3 Independent Directors; and
® 1 Executive Director (CEO).
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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE YEAR ENDED JUNE 30, 2022

The details of above are as under:

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

HR&R stands for Human Resource and Remuneration.

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

The Board of Directors is pleased to report that:

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

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

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

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

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

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

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

i. The statement as to the value of investments of provident/gratuity and pension fund is not
applicable on the Fund but applies to the Management Company; hence no disclosure
has been made in the Directors’ Report.
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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE YEAR ENDED JUNE 30, 2022

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

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

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

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

1. Meeting of the Audit Committee.

During the year, nine (9) meetings of the Audit Committee were held. The attendance of
each participant is as follows:

Number of meetings
Number
of
Name of Persons meetings Attend_ance Attended Leave
held required granted
1. Mirza Qamar Beg(Chairman) 9 9 9 -
2. Mr. Nasim Beg 9 9 9 -
3. Mr. Ahmed Jahangir 9 9 8 1
4. Mr. Kashif A. Habib 9 9 6 3
5. Syed Savail Meekal Hussain 9 9 9 -

2. Meeting of the Human Resource and Remuneration Committee.

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

Number of meetings
Number
Name of Persons of Attendanc Leave
meetings | e required Attended granted
1. Mirza Qamar Beg (chairman) 5 5 5 -
2. Mr. Ahmed Jahangir 5 5 2 3
3. Mr. Nasim Beg 5 5 2 3
4, Ms. Mavra Adil Khan 5 5 5 -
5. Syed Savail Meekal Hussain 5 5 2 3
6 Mr. Muhammad Sagib Saleem 5 5 5 )

(CEO)

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

. Dividend
Investment Redemption Distribution
S. No. Name Designation (Number of Units)
1 MOb'.n Ah"?ed Chief Internal Auditor 59,420 62,270
Siddiqui

External Auditors

The fund’s external auditors, M/s Yousuf Adil Chartered Accountants have expressed their
willingness to continue as the fund auditors for the ensuing year ending June 30, 2023. The audit
committee of the Board has recommended reappointment of M/s Yousuf Adil Chartered
Accountants as auditors of the fund for the year ending June 30, 2023 and the Board of
Directors also endorsed the recommendation of the Audit Committee.

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,

Vinge—

Muhammad Saqib Saleem
Chief Executive Officer
August 15, 2022
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REPORT OF THE FUND MANAGER
FOR THE YEAR ENDED JUNE 30, 2022

Fund Type and Category

MCB Pakistan Sovereign Fund (MSF) is an open end fund, which invests in bonds and debt
securities issued by the Government of Pakistan as well as Reverse Repurchase transactions
(Reverse-REPOs) against government securities. MSF is a long only fund and does not undertake
leveraged investments. Under the NBFC Rules, it is only allowed to borrow up to 15% of net assets
for up to 90 days to meet redemption needs.

Fund Benchmark

The benchmark for MSF is 6 month PKRYV rates.

Investment Objective

The objective of the fund is to deliver income primarily from investment in Government securities.
Investment Strategy

The Fund through active management will aim to provide optimum returns for its Unit Holders by
investing in bonds and debt securities issued by the Government of Pakistan as well as Reverse
Repurchase transactions (Reverse-REPOs) against government securities. MSF is a long only fund
and does not undertake leveraged investments. Under the NBFC Rules, it is only allowed to borrow
up to 15% of net assets for up to 90 days to meet redemption needs.

Manager’s Review

During the period under review, the fund generated an annualized return of 9.79% as against its
benchmark return of 11.26%. At period-end, the fund was invested 41.9% in PIBs and 56.4% in
Cash.

The Net Assets of the Fund as at June 30, 2022 stood at Rs. 610 million as compared to Rs. 738
million as at June 30, 2021 registering a decrease of 17.3%. The Net Asset Value (NAV) per unit as

at June 30, 2022 was Rs. 53.46 as compared to opening NAV of Rs. 53.32 per unit as at June 30,
2021 registering an increase of Rs. 0.14 per unit.

Asset-wise Maturity (No. of days)

PIBs 1,729

- 500 1,000 1,500 2,000
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REPORT OF THE FUND MANAGER
FOR THE YEAR ENDED JUNE 30, 2022

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

AA+ Not Rated
0.3% 1.7%

Government
Securities
41.9%

AA-
0.0%

AA AAA
10.6% 45.5%

Asset Allocation as of June 30, 2022 (%age of Total Assets)

Asset Allocation (%age of Total Assets) Jun-22

Cash 56.4%

T-Bills 0.0%

PIBs 41.9%

Others including Receivables 1.7%
Saad Ahmed

Fund Manager
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TRUSTEE REPORT TO THE UNIT HOLDERS

CENTRAL INPOMTORY COMPANT
OF PAKISTAN LIMITED
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TRUSTEE REPORT TO THE UNIT HOLDBERS
MCB PAKISTAN SOVEREIGN FUND

Report of the Trostee purszant tn Regulation 41(k) and clause 9 af Schedale ¥ of
the Non-Banking Finance Companies and Matified Entities Regulations, 2008

We Ceniral Deposstory Company of Pakisman Limited, bemg the Truses of WMCH
Fakistan Sovereign Fund ({he Fund) are of the opiroon that MCB-Anf Haleb Savings
and Investments Limited being the Management Company of the Fund has in sl
maleri] respects managed the Fand during the vear ended June 30, 2027 m sooondance
with the provigions of the following:

[} Limnations imposed on the mvestment powers of the Manspement Company
undder the constinutive docaments of the Fuand;

(@)  The pricing, issusnce and redemption of units ase carried oul in accondance with
thee regairerments of the constifulrve documents of the Fund; ard

() The Mon-Banking Finance Companies (Establishment and Begulations) Rules,

204013, the Mor-Banking Finence Companies and Motified Entities Regulstions,
2008 and the constitutive documents of the Find.

W Wi/
Einad m Akbe
Chief Execiative Officer

Central Deposstory Company of Pakistan Limited

Kaorachi: Septembser |9, 2022
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INDEPENDENT AUDITOR’S REPORT TO THE UNIT HOLDERS

» YOUSUF ADIL i

INDEPENDENT AUDITOR'S REPORT
To Tha Unit Halders of MCT Pakistan Soversign Fund
Ropon on the dudil of the Fenancal Siaiemens
Ogsnion

Wi v pudfed the financisl stazemants of MCE Pakistan Soweneign Fund (the Fund), which comprese the statement of
assals and babilted os al Jurse 30 3037, and the mooms statemen), ststement of comprefeesive incore, stetement of
rovemrent in e holdars' Hnd s statement of cash fiows for the pear then ended and nobes 1o the finsncial plabsmens,
including & wurhmary of significam apccuning policies

In our opinign, the eccomganying francial statements give @ trus &0 Tair view of e finsncial postion of e Fund &3 m
Jurse 300, 207, mnd of e finanoiad pariormance s its cash flows Tor the year ten andad i o s with wCoouniing
and reporiing standerds as spplicatle in Pekistan

Basa e Dpinion

W confuectEd our Muit In accordance wilh Intaramlions! Mandands on Apdneg (15A84) &b applicable B Pakistan Oui
responsibiltios unde those standards are turthor deatrioed in i Audiors Responbilties for the Audit of e Financial
Staterments soction of oo reponl. We & independent of the Fund ard Manageirent Company it nocordance with tha
imtesnational Ethice Standards Boad for Acountess’ Code of Ethica for Prolessional Accouniants (IESBA Code) as
BoCgind by e inglinge of Charered Aocoumiania. of Fakistes fogether with the sthical requirements shai are relavant 1o
o mudd of th fmencinl ststements in Pakisten, sod we have fulfiied our giter sthieal Fesgromaibilties in accordance whh
these requitements and the [ESEA Code. W Dalisye thal the sudit evidence we have obtained is sulfeisn grd sppraniote
o presids § basss [of our opinion

Key Aixdd Mutter

®iry audit maten aee those mattes fhal, in our professicnal udgme, wese of most significance in our audn of e
financial sEstements of the cumen pear. Tha mater was sddressed in the contet of owf sudil ol ke inancial sntements
#4 i whole, and in forming our apinion Thareon, snd we o not peovide 8 separals opinicn oo This rEste

£. Mo ey wadt matier ! Mhﬂ::‘tmﬂﬂﬂﬂ
1 Yaluation and existence of invesimsens :mmmthMFﬁuummM&i'_

At ol FrapsimEorE
A% dincipaed in roie 5 10 tha NnanNcie aTEtemeTe. |
irranEImants hald & M vakes Smoooh prafit o s @Eiyated dedign and implemesdation of controls

loss [FVTPL) amounied to Rs. 473 mills @8 i in plece relmted bo parchases and sales of

June 30, 2022, cenaisting af Pakistan Imvestrme | investmeTa:

Boncts and Pakistan InvesirmisT Donds- Floating

Rabe, which represent signdficant Aem on the = Independontly testad valeanians ta endure that the

imvestrnems se valued &8 per the velaton

wliemrant ol pasets and liskdities of the: Fund,
. o i mgthodology Ssciosed in the socounting policies,

We hove idemiihed the gxsrence anid saluation ss
Ihe sigrificant arese Asring our oudit of
Irrdglreng

independently meched sacurfties Paeld by (e Fund
with the securties appasring in hio nvegsor
Poricio Securties scoount stmiemeant;

| = beabed purchades Bnd sales oo g sample Baais ko
chinm evdence eganding moesmsns o Th
Aefaiilivg
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INDEPENDENT AUDITOR’S REPORT TO THE UNIT HOLDERS

+ YOUSUF ADIL Yousu Adi

Chapberml e oo itarils

Information Othar than the Financisl Slatenents ind Acdiocs Repert Thereon

MardgEraii Dampany i reagoniible for e olber infoimeton. The othei idormation comprises e information inchuded
in the mrevs mepon, but coss nof eciude The inancisd glalements dnd our auditor's report Fereon.

Qur ppinign on the finencal statements does not cover the other informabion and we g nol sge e sy Teem ol Esuance
conchusion tharesa

In sannection with ol sodt of the financial statermenty, our reaponebility it resd he sthe islormalion and. in dolng so,
considel mhether the other information is maseraly inconsisens with the financal stalemente or cur knowiedge obtained
I Fhi @it of oifsreise Eppes's bo be maietally missiated. [, based on the waik v have peformed, we conchsde thai
T:_IPEII ldl'l1l1ﬂ1|l|r'l'nlﬂl-ll:'ll'l'rh'll of i oiftee isforrnistion, we ane recuired 50 repon thot fect W haevn rothing 50 Epoit in
TN Fegar

Ausponsbiliies of Mensgemont Comaary and Those Charged with Governance for the Finemcial Siaismants

Wanapémen Company (v responsitie far the prepsation and fair presantetion of the Seanchal @Fements in atcordancs
wWith Booourmeg and reporieg sendandy as appicable i Petlstan, and for such imemal controd as the: Manasgement

Company delermnings. is necessany 1o enable The preparstian ol feeecinl imlemants ®sl are bee from materisl
misEtsiemen, whethe! dus 1o fraud or ere

|"mﬂﬂﬂmmw.”w Compasry i respongible lor gaessarg Me Fund's abilty 10 contirss pe
i going concem, distiosing, s appécable. matters refated o going comoern and eming e going conoem bagis of

BOCOLNEnG wideRE Management Corfgihy aither fdends 1o liquaiste the Fund o 1o oease aperationg, o ks no reslistic
afiematose bt fo do so

Those Charged with Governarca of he Manageman Comoany e regpondible I oversaeing e Fonds fesecial
reparing procoss

Auditer's Respcersibiliies for ha Auedii of iha Franclal St emenis

Duir amclives aid 15 alfain feasonable sssurseoce about whether #e fimanclal statements &3 a whole ae free froen
Pt mlssEEemEn], whelher due ta fraud of Bimdd, and 10 seue a0 sucktor'y epor] thel includes our opinion. Aesscnable
l::u:lm:tu.lhkﬁll-r-'ﬂn!um:n:n.'htrlum-mnmmmmmnwm.ﬂﬂmpmunlnﬁm&h ag applicatia
i Palctas will aleiyy detect i matenis missiotermend when it exsls. Missiafemenis can ariae from fraed or eror and ae

congidend matenal i, individually o in The aagregais, Ty oould ressonsbly Db Supected 10 iINNLENGE Thi SCORDTE
decisiong af usen oken on the baais of these financal sislements.

Ay parl of an audit in pocordance with |1SAs oo applicable in Polatan, we eaercise professional judgmant and maintain
profesaionsl ghaptciem throughout The Sudd. We san:

L Idantify and sasess the faks of malersl mepalatemen of the linensial glatername. whether dus 1o Trsed o ermed,
desigr and perform sudit procedires responsh o those riskis, and abinin sudit svidenco that is suificens ang
approgrisle b0 provide o besis for our opinion. The sk of nof debecting & raderial misstatement resulting from frasd
% higesr than for one msuling feom enod, sa fraud mey inveive collymion, Toigery, imentional omizgdong
mresrepresentations, of the ceemce of intemal condod

' Obisn an wnderstanding of inernal comtrod redevant to the audit in cmer 10 deaign sudi procedures that are
approprisle 0 the clicumstences, Bl not fod the purpcee of exgeessing an apings on the aFlestiveness of ®e
Mlarsegarranl Company's imarnsl conrl

¥ Evaluate the appropfigtenssas of poocounting policies ysed and the neasonablesess of pocounging estimates and
rElaned chucissures masds by the Managemant Comgany

. Conclude on the appropriatesess of Menagermnend Compary's use of the going concerm basa of accounting and,
Bated on the audit evidence cifained, witetfer & material uncertainly ensts relsted 1oedents of conditionn that may
ot poeiBeant doubt o the Fund's sbiily 1o conbinus & 8 geing conceim. | we conchuds that 8 material uncerainey
SriEte, W @e mguined 10 dris attention in our auditor's feport 10 the relaied dscloswes inthe finanocal statements
of, ® such declmiies aie Pedequiie. (o modily oui cpinion, Dl chhdheiiong are baiad on The auldn FEdesca
pbt@ined up 19 The date of pur sedBors repon, Howeys, fuiune feanle or congifon misy Cause the Fund 10 Db

"X b continue &5 a going ooanoen
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INDEPENDENT AUDITOR’S REPORT TO THE UNIT HOLDERS

+ YOUSUF ADIL —

[ Il s e T ETRL

- Evpluste the oversl presestmtion, sineciune and comient of the finencial staternents, including the discicaures, and

whithar @i financisl s2xiements tepresent e underying Tansacticne and evente i & manner that schieves fair
PrEsentation

W communicate with Thedas Chisiged with Governance of the Managemani Cermpany regardieg, emang othermatters, the
planned sooge sed Himing of the 2is and significest audt findings, Including any significant deflcencies in memal control
Iras i wpanlily Suiing our sudit

Wia alen provids Thiase Changed wiih Govemanca of the Mansgemen Company with a staterne) that we have complisd
With relevan ethical requissmants regarding independence, and 1o commMunicate with them &l melmionships and o
raflirg that may masanshly be thaught 1o bess on our independence, and whsine applicatie, reivied s2fegumids

From tho matiers communicated »iit Thowe Charged with Gossmanos of #e Macagement Company, we detarming thogs
matliis lhal were of most significance o fhe sudt of e francinl ststements of te curent peviod snd aee thetelore the
ke pudil maners. We deéscribe these mation In our suditer's et urless lnw or reguiation precledes pusblic: dacknap
About the matier of whiss, in Exremely rae choumsiances, we Jeieming el 8 mattsr should not be communicated in
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STATEMENT OF ASSETS AND LIABILITIES
AS AT JUNE 30, 2022

June 30, June 30,
2022 2021

Note  =--=----- (Rupees in '000) ---------
ASSETS
Bank balances 4 637,844 776,052
Investments 5 473,654 569,132
Profit receivable 6 16,148 7,790
Advances, prepayments and other receivables 7 3,089 3,024
Total assets 1,130,735 1,355,998
LIABILITIES
Payable to MCB-Arif Habib Savings and Investments Limited - Management Company 8 1,208 1,018
Payable to Central Depository Company of Pakistan Limited - Trustee 9 32 47
Payable to the Securities and Exchange Commission of Pakistan 10 139 252
Payable against purchase of investments 483,428 569,468
Dividend payable 1 1
Accrued expenses and other liabilities 11 35,556 47,282
Total liabilities 520,364 618,068
NET ASSETS 610,371 737,930
UNIT HOLDERS' FUND (AS PER STATEMENT ATTACHED) 610,371 737,930
CONTINGENCIES AND COMMITMENTS 12

NUMBER OF UNITS IN ISSUE 11,417,720 13,838,923
------------ (Rupees) -=-======---
NET ASSETS VALUE PER UNIT 53.4600 53.3200
The annexed notes from 1 to 25 form an integral part of these financial statements.
For MCB-Arif Habib Savings and Investments Limited
(the Management Company)
/.-*u—-u..
q‘ _[Frj“"“‘ ; hl # (‘7

Chief Executive Officer Chief Financial Officer Director
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INCOME STATEMENT

FOR THE YEAR ENDED JUNE 30, 2022

INCOME

Loss on sale of investments - net

Income from Government securities

Markup on deposits with banks

Unrealised gain / (loss) on re-measurement of investments
at fair value through profit or loss' - net

Total income

EXPENSES

Remuneration of MCB-Arif Habib Savings and Investments Limited - Management Company
Sindh sales tax on remuneration of Management Company

Allocated expense and related taxes

Marketing and selling expense

Remuneration of Central Depository Company of Pakistan Limited - Trustee

Sindh Sales Tax on remuneration of Trustee

Annual fee of Securities and Exchange Commission of Pakistan

Auditors' remuneration

Brokerage, printing and bank charges

Legal and other professional charges

Total expenses

(Reversal) / Provision against Sindh Workers' Welfare Fund

Net income for the year from operating activities

Taxation

Net income for the year after taxation

Allocation of net income for the year:
Net income for the year after taxation
Income already paid on units redeemed

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

Earnings per unit

The annexed notes from 1 to 25 form an integral part of these financial statements.

For MCB-Arif Habib Savings and Investments Limited

(the Management Company)

ek I

Chief Executive Officer Chief Financial Officer

5.2

8.1
8.2
8.3
8.4
9.1
9.2
10
13

14

3.10

June 30, June 30,
2022 2021
--------- (Rupees in '000) ---------

(3,290 (13,815)
59,220 93,476
11,311 7,148
(1,038) 5
66,203 86,814
7,339 11,723
954 1,524
696 1,262
2,375 1,767
402 821
52 107
139 252
550 549
388 687
1,686 674
14,581 19,366
(13,419) 1,349
65,041 66,099
65,041 66,099
65,041 66,099
(22,418) (26,656)
42,623 39,443
42,623 39,443
42,623 39,443

Director
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STATEMENT OF OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2022

June 30, June 30,
2022 2021
------ (Rupees in '000) ------

Net income for the year after taxation 65,041 66,099

Other comprehensive income

Total comprehensive income for the year 65,041

The annexed notes from 1 to 25 form an integral part of these financial statements.

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

Y 1 .

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

For year ended June 30,

2022 2021
Capital Accumulated Total Capital Value Accumulated Total
Value loss loss
(Rupees in '000)
Net assets at beginning of the year 1,445,573 (707,643) 737,930 2,523,996 (707,606) 1,816,390
Issue of 9,992,618 units (2021: 5,970,854 units):
- Capital value (at net asset value per unit at 532,806 - 532,806 318,067 - 318,067
the beginning of the year)
- Element of income 26,862 - 26,862 6,936 - 6,936
559,668 - 559,668 325,003 - 325,003
Redemption of 12,413,820 units (2021: 26,228,193 units):
- Capital value (at net asset value per unit at the (661,905) - (661,905) (1,397,176) - (1,397,176)
beginning of the year)
- Amount paid out of element of income
- Relating to 'Net income for the year after taxation' (14,325) (22,418) (36,743) (5,545) (26,656) (32,201)
(676,230) (22,418) (698,648) (1,402,721) (26,656) (1,429,377)
Final distributions for the year ended June 30, 2021
(including additional units) at the rate of Rs. 2.97 per unit - - - (705) (39,480) (40,185)
(Declared on June 25, 2021)
Total comprehensive income for the year - 65,041 65,041 - 66,099 66,099
Final distributions for the year ended June 30, 2022
(including additional units) at the rate of Rs. 5.07 per unit 12,730 40,890 53,620 _ _ _
(on June 24, 2022) (12,730) (40,890) (53,620)
Net (loss) / income for the year less distribution (12,730) 24,151 11,421 (705) 26,619 25,914
Net assets as at the end of the year 1,316,281 (705,910) 610,371 1,445,573 (707,643) 737,930
Undistributed loss brought forward
- Realised (707,648) (708,640)
- Unrealised 5 1,034
(707,643) (707,606)
Accounting income available for distribution
- Relating to capital gains -
- Excluding capital gains 39,443
42,623 39,443
Distributions during the year (40,890) (39,480)
Undistributed loss carried forward (705,910) (707,643)
Undistributed loss carried forward
- Realised (704,872) (707,648)
- Unrealised (1,038) 5
(705,910) (707,643)
--- (Rupees) --- --- (Rupees) ---
Net assets value per unit as at beginning of the year 53.32 53.27
Net assets value per unit as at end of the year 53.46 53.32

The annexed notes from 1 to 25 form an integral part of these financial statements.

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

Chief Executive Officer
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CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2022

June 30, June 30,
2022 2021
Note  ------em- (Rupees in '000) ---------
CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the year before taxation 65,041 66,099
Adjustments for:
Unrealised loss / (gain) on re-measurement of investments
at fair value through profit or loss' - net 1,038 (5)
(Reversal) / Provision against Sindh Workers' Welfare Fund (13,419) 1,349
52,660 67,443
(Increase) / decrease in assets
Investments - net (277,957) 306,966
Profit receivable (8,358) 134
Advances, prepayments and other receivables (65) 1,730
(286,380) 308,830
Increase / (decrease) in liabilities
Payable to the Management Company 191 (1,783)
Payable to the Trustee (15) (110)
Payable to the Securities and Exchange Commission of Pakistan (113) (193)
Payable against purchase of investments (86,040) 569,468
Dividend payable 0 1
Accrued expenses and other liabilities 1,693 (3,474)
(84,284) 563,910
Net cash (used in) / generated from operating activities (318,004) 940,183
CASH FLOWS FROM FINANCING ACTIVITIES
Amount received against issuance of units 546,938 324,298
Amount paid against redemption of units (698,648) (1,429,377)
Distribution made during the year (40,890) (39,480)
Net cash used in from financing activities (192,600) (1,144,559)
Net decrease in cash and cash equivalents during the year (510,604) (204,377)
Cash and cash equivalents at beginning of the year 1,148,449 1,352,825
Cash and cash equivalents at end of the year 16 637,844 1,148,449

The annexed notes from 1 to 25 form an integral part of these financial statements.

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

Vb s 7

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

1.1

1.2

13

1.4

1.5

21

LEGAL STATUS AND NATURE OF BUSINESS

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

The Trust Act, 1882 has been repealed due to the promulgation of Provincial Trust Act namely “Sindh Trusts Act, 2020” (the
Sindh Trust Act) as empowered under the Eighteenth Amendment to the Constitution of Pakistan. The Fund is required to
be registered under the Sindh Trust Act. Accordingly, on August 13, 2021 the above-mentioned Trust Deed has been
registered under the Sindh Trust Act.

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

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

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

The Pakistan Credit Rating Agency Limited (PACRA) has maintained an asset manager rating of 'AM1' dated October 06,
2021 to the Management Company and stability rating of 'AA-(f)' dated March 09, 2022 to the Fund.

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

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 (IFRS Standards) issued by the International Accounting 'Standards
Board (IASB) as notified by SECP 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;

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

Where provisions of and directives issued under the Companies Act, 2017, part VIIIA of the repealed Companies Ordinance
1984, the NBFC Rules, the NBFC Regulations and the requirements of the Trust Deed differ from the IFRS Standards, the
provisions of and directives issued under the Companies Act, 2017, part VIIIA of the repealed Companies Ordinance 1984,
the NBFC Rules, the NBFC Regulations and the requirements of the Trust Deed have been followed.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022

2.2

23

New accounting standards, amendments and IFRS interpretations that are effective for the year ended June 30,
2022

The following standards, amendments and interpretations are effective for the year ended June 30, 2022. These
standards, amendments and interpretations are either not relevant to the Fund's operations or are not expected to have
significant impact on the Fund's financial statements other than certain additional disclosures.

Effective from accounting period
beginning on or after:

Amendment to IFRS 16 'Leases' - Covid-19 related rent concessions beyond 30 June April 01, 2021
2021
Amendments to IFRS 9 'Financial Instruments’, IAS 39 'Financial Instruments: January 01, 2021

Recognition and Measurement' and IFRS 7 'Financial Instruments: Disclosures' -
Interest rate benchmark reform

Certain annual improvements have also been made to a number of IFRSs.
New accounting standards, amendments and IFRS interpretations that are not yet effective

The following standards, amendments and interpretations are only effective for accounting periods, beginning on or after
the date mentioned against each of them. These standards, interpretations and the amendments are either not relevant to
the Fund's operations or are not expected to have significant impact on the fund's financial statements other than certain
additional disclosures.

Effective from Accounting period
beginning on or after

Annual Improvements to IFRS Standards 2018-2020 Cycle (related to IFRS 9, IFRS January 01, 2022
16 and IAS 41)

Amendments to IFRS 3 'Business Combinations' - Reference to the conceptual January 01, 2022
framework

Amendments to IAS 16 'Property, Plant and Equipment’ - Proceeds before intended January 01, 2022
use

Amendments to IAS 37 'Provisions, Contingent Liabilities and Contingent Assets' - January 01, 2022

Onerous Contracts — cost of fulfilling a contract

Amendments to IAS 1 'Presentation of Financial Statements' - Classification of January 01, 2023
liabilities as current or non-current

Amendments to IAS 1 'Presentation of Financial Statements' - Disclosure of January 01, 2023
accounting policies

Amendments to IAS 8 'Accounting Policies, Changes in Accounting Estimates and January 01, 2023
Errors' - Definition of accounting estimates

Amendments to 'lAS 12 Income Taxes' - deferred tax related to assets and liabilities January 01, 2023
arising from a single transaction.

Amendments to IFRS 10 and 28 - Sale or Contribution of Assets between an Investor Deferred indefinitely
and its Associate or Joint Venture

Certain annual improvements have also been made to a number of IFRSs.
Other than the aforesaid standards, interpretations and amendments, the International Accounting Standards Board (IASB)

has also issued the following standards which have not been adopted locally by the Securities and Exchange Commission
of Pakistan:
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022

- IFRS 1 — First Time Adoption of International Financial Reporting Standards
- IFRS 17 — Insurance Contracts

24 Critical accounting estimates and judgements

The preparation of the financial statements in conformity with the accounting and reporting standards as applicable in
Pakistan requires the management to make estimates, judgments and assumptions that affect the reported amounts of
assets and liabilities, income and expenses. It also requires the management to exercise judgment in the application of its
accounting policies. The estimates, judgments and associated assumptions are based on historical experience and various
other factors that are believed to be reasonable under the circumstances. These estimates and underlying assumptions
are reviewed on an ongoing basis.

The areas involving a degree of judgment or complexity, or areas where estimates and assumptions are significant to the
financial statements are as follows:

- Classification and measurement of financial assets (notes 3.1.1.1 and 5)
- Impairment of financial assets (note 3.1.1.3)

- Taxation (notes 3.4 and 14)

- Classification and measurement of financial liabilities (notes 3.1.2.1)

The 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.

2.5 Basis of measurement

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

2.6 Functional and presentation currency

Items included in these financial statements are measured using the currency of the primary economic environment in
which the Fund operates. These financial statements are presented in Pakistani Rupees which is the Fund's functional and
presentation currency. Amounts presented in the financial statements have been rounded off to the nearest thousand
rupees, unless otherwise stated.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in these financial statements.

31 Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity
instrument of another entity. Financial assets and financial liabilities are recognised in the Fund’s statement of assets and
liabilities when the Fund becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly attributable to
the acquisition or issue of financial assets and financial liabilities (other than financial assets and financial liabilities at fair
value through profit or loss) are added to or deducted from the fair value of the financial assets or financial liabilities, as
appropriate, on initial recognition. Transaction costs directly attributable to the acquisition of financial assets or financial
liabilities at fair value through profit or loss are recognised immediately in the income statement.

311 Financial Assets

All regular way purchases or sales of financial assets are recognised and derecognised on a trade date basis. Regular way
purchases or sales are purchases or sales of financial assets that require delivery of assets within the time frame
established by regulation or convention in the marketplace.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022

3.1.1.1 Classification and measurement of financial assets

The classification of financial assets at initial recognition depends on the financial asset’s contractual cash flow
characteristics and the entity's business model for managing them.

All recognised financial assets are measured subsequently in their entirety at either amortised cost or fair value, depending
on the classification of the financial assets. For purposes of subsequent measurement, financial assets are classified in
following categories:

Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently measured using the effective interest rate (EIR) method and are
subject to impairment. Gains and losses are recognised in the income statement when the asset is derecognised, modified
or impaired.

Financial assets at fair value through other comprehensive income (debt instruments)

For debt instruments at fair value through other comprehensive income (FVOCI), interest income, foreign exchange
revaluation and impairment losses or reversals are recognised in the income statement and computed in the same manner
as for financial assets measured at amortised cost. The remaining fair value changes are recognised in OCI. Upon
derecognition, the cumulative fair value change recognised in OCI is reclassified to the income statement.

Financial assets at fair value through profit or loss (debt instruments)

Debt instruments that do not meet the amortised cost criteria or the FVOCI criteria are classified as at fair value through
profit or loss (FVTPL). In addition, debt instruments that meet either the amortised cost criteria or the FVOCI criteria may
be designated as at FVTPL upon initial recognition if such designation eliminates or significantly reduces a measurement
or recognition inconsistency (so called ‘accounting mismatch’) that would arise from measuring assets or liabilities or
recognising the gains and losses on them on different bases.

3.1.1.2 Fair value measurement principles
The fair value of financial instruments is determined as follows:
Basis of valuation of government debt securities:

The government debt securities not listed on a stock exchange and traded in the interbank market are valued at the
average rates quoted on a widely used electronic quotation system (PKRV / PKFRV rates) which are based on the
remaining tenor of the securities.

Basis of valuation of debt securities:

The fair value of debt securities (other than government debt securities) is based on the value determined and announced
by Mutual Funds association of Pakistan (MUFAP) in accordance with the criteria laid down in Circular No. 1 of 2009 and
Circular No. 33 of 2012 issued by Securities and Exchange Commission of Pakistan (SECP). In the determination of the
rates, MUFAP takes into account the holding pattern of these securities and categorises them as traded, thinly traded and
non-traded securities. The aforementioned circular also specifies the valuation process to be followed for each category as
well as the criteria for the provisioning of non-performing debt securities.

3.1.1.3 Impairment of financial assets

The Management Company assesses at each reporting date whether there is objective evidence that the Fund’s financial
assets or a group of financial assets are impaired. If any such indication exists, the recoverable amount of such assets is
estimated. An impairment loss is recognised whenever the carrying value of an asset exceeds its recoverable amount.

The SECP/Commission has through its letter no. SCD/AMCW/RS/MUFAP/2017-148 dated November 21, 2017 has
deferred the applicability of the impairment requirements of IFRS 9 for debt securities on mutual funds. Therefore, the
Fund will not be subject to the impairment provisions of IFRS 9.

For financial assets other than debt securities measured at amortised cost, IFRS 9 requires recognition of impairment
based on expected credit loss (ECL) model. Under IFRS 9, the Fund is required to measure loss allowance equal to an
amount equal to lifetime ECL or 12 months ECL based on credit risk.
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3.1.1.4

3.1.21

3.1.2.2

3.1.3

3.2

3.3

When determining whether the credit risk of a financial asset has increased significantly since initial recognition and when
estimating ECLs, the Fund considers reasonable and supportable information that is relevant and available without undue
cost or effort. This includes both quantitative and qualitative information and analysis, based on the Fund's historical
experience and informed credit assessment and including forward-looking information.

However, majority of the assets of the Fund exposed to credit risk pertain to counter parties which have high credit rating
or where credit risk has not been increased since initial recognition. Therefore, management believes that the impact of
ECL would be very minimal and hence, the same has not been accounted for in these financial statements.

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is primarily
derecognised (i.e., removed from the Fund’s statement of assets and liabilities) when:

- the rights to receive cash flows from the asset have expired; or

- the Fund has transferred its rights to receive cash flows from the asset and substantially all the risks and rewards of
the asset;

Financial liabilities
Classification and measurement of financial liabilities

All financial liabilities are measured subsequently at amortised cost using the effective interest method or at fair value
through profit or loss.

Financial liabilities are measured at amortised cost, unless they are required to be measured at fair value through profit or
loss (such as instruments held for trading or derivatives) or the Fund has opted to measure them at fair value through profit
or loss.

Derecognition

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires. When an
existing financial liability is replaced by another from the same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or modification is treated as the derecognition of the original
liability and the recognition of a new liability. The difference in the respective carrying amounts is recognised in the income
statement.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the statement of assets and liabilities if
there is a currently enforceable legal right to offset the recognised amounts and there is an intention to settle on a net
basis, to realise the assets and settle the liabilities simultaneously.

The Management Company assesses at each reporting date whether there is an objective evidence that the financial
assets or a group of financial assets are impaired. The carrying value of the Fund's assets are reviewed at each reporting
date to determine whether there is any indication of impairment. If any such indication exists, the recoverable amount of
such asset is estimated. An impairment loss is recognised whenever the carrying amount of an asset exceeds its
recoverable amount.

Cash and cash equivalents

Cash and cash equivalents comprise of bank balances and short term highly liquid investments with original maturity of
three months or less, which are readily convertible to known amounts of cash, are subject to an insignificant risk of
changes in value.

Provisions
Provisions are recognised when the Fund has a present, legal or constructive, obligation as a result of past events, it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable

estimate of the amount of the obligation can be made. Provisions, if any, are regularly reviewed and adjusted to reflect the
current best estimate.
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3.4

3.5

3.6

3.7

3.8

Taxation

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

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

Dividend distribution and appropriations

Dividend distributions and appropriations are recorded in the period in which these are approved by the Board of Directors
of the Management Company. Based on 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.

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

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

Issue and redemption of units

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

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

Element of income represents the difference between net assets value per unit on the issuance or redemption date, as the
case may be, of units and the net assets 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.

Net asset value per unit

The Net Asset Value (NAV) per unit as disclosed in the Statement of Assets and Liabilities is calculated by dividing the net
assets of the Fund by the number of units in issue at the year end.

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

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

- Income from investments in government securities is recognised on a time proportionate basis using effective
interest rate method.

- Profit on bank balances is recognised on a time proportionate basis using bank's approved rates.

- Dividend income from equity securities is recognised when the right to receive dividend is established.
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3.9

3.10

41

4.2

Expenses

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

Earnings per unit

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

June 30, June 30,
2022 2021
Note  -meome-e- (Rupees in '000) ---------
BANK BALANCES
In savings accounts 4.1 633,349 775,093
In current accounts 4.2 4,495 959
637,844 776,052

These carry mark-up at rates ranging between 5.5% to 17.5% (2021: 5.50% to 11.25% ) per annum and include Rs 0.701
million (2021: Rs. 0.025 million) maintained with MCB Bank Limited (a related party) which carries profit at the rate of
12.25% (2021: 5.5%) per annum.

These represents a balance of Rs. 4.488 million (2021: Rs. 0.95 million) held with MCB Bank Limited (a related party).

June 30, June 30,
2022 2021
Note ~ --------- (Rupees in '000) ---------
INVESTMENTS
Financial assets 'at fair value through profit or loss’
Government Securities
Pakistan investment bonds 5.1.1 86,024 5,643
Pakistan investment bonds - Floating Rate Bond (FRB) 5.1.2 387,630 191,092
Market treasury bills 5.1.3 - 372,397
Sukuk certificates 514 - -
473,654 569,132
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022

5.2

8.1

8.2

8.3

8.4

June 30, June 30,
2022 2021
Note --------- (Rupees in '000) ---------
Net unrealised (loss) / gain in value of
investments at fair value through profit or loss
Market value 51.1&5.1.2 473,654 569,132
Carrying value 51.1&5.1.2 (474,692) (569,127)
(1,038) 5
PROFIT RECEIVABLE
Profit receivable on:
Deposits with banks 1,785 1,642
Government securities 14,363 6,148
16,148 7,790
ADVANCE, PREPAYMENTS AND OTHER RECEIVABLES
Advance tax 2,843 2,843
Prepayment 245 181
Other receivables 1 -
3,089 3,024
PAYABLE TO MCB-ARIF HABIB SAVINGS AND INVESTMENTS LIMITED -
MANAGEMENT COMPANY
Management remuneration payable 8.1 632 588
Sindh Sales Tax on management remuneration payable 8.2 82 76
Payable against allocated expenses 8.3 50 63
Payable against marketing and selling expenses 8.4 444 291
1,208 1,018

As per regulation 61 of the NBFC and Notified Entities Regulations, 2008, the Management Company is entitled to a
remuneration equal to an amount not exceeding the maximum rate of the management fee as disclosed in the Offering
Document subject to the total expense ratio limit. As per offering document, the Management Company can charge
management fee up to 10% of the gross earnings of the fund, calculated on daily basis. Provided that fund is subject to a
minimum fee of 0.5% of the averagedaily net asset of the scheme. The remuneration is payable to the Management
Company monthly in arrears.

During the year, with effect from January 07, 2022, the minimum fee of 0.5% has been removed through supplement
offering document dated December 31, 2021

Sales tax on management remuneration has been charged at the rate of 13% (2021: 13%).

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).

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

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

The SECP has allowed the Asset Management Companies to charge selling and marketing expenses to all categories of
open-end mutual funds (except fund of funds) initially for a period of three years (i.e. from January 1, 2017 till December
31, 2019). The maximum cap of selling and marketing expense was 0.4% per annum of the net assets of the Fund or
actual expenses whichever is lower.
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9.1

9.2

10.

10.1

1.

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

June 30, June 30,
2022 2021
Note @ = ===ee- (Rupees in '000) ------
PAYABLE TO CENTRAL DEPOSITORY COMPANY OF
PAKISTAN LIMITED - TRUSTEE
Trustee remuneration payable 9.1 28 42
Sindh Sales Tax on remuneration of the trustee 9.2 4 5
32 47

Trustee is entitled to a remuneration at the rate of 0.065% per annum of the net assets to be paid monthly in arrears.

Sales tax on remuneration of the Trustee has been charged at the rate of 13% (2021: 13%).

June 30, June 30,
2022 2021
Note = ===ee- (Rupees in '000) ------
PAYABLE TO THE SECURITIES AND EXCHANGE
COMMISSION OF PAKISTAN
Annual fee payable to the SECP 101 139 252

The Fund has charged SECP Fee at the rate of 0.02% of net assets during the current period.

June 30, June 30,
2022 2021
Note @ ==---- (Rupees in '000) ------
ACCRUED EXPENSES AND OTHER LIABILITIES
Provision against Sindh Workers' Welfare Fund 1.1 - 13,419
Provision for Federal Excise Duty and related tax on
- Management fee 11.2 29,028 29,028
- Sales load 4,170 4,170
Withholding tax payable 1,172 167
Auditors' remuneration 383 382
Brokerage 6 12
Payable to Legal Advisor 734 31
Others 63 73
35,556 47,282

Provision for Sindh Workers' Welfare Fund (SWWF)

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

Federal Excise Duty and related tax payable

The Finance Act, 2013 enlarged the scope of Federal Excise Duty (FED) on financial services to include Asset
Management Companies (AMCs) with effect from June 13, 2013. As the asset management services rendered by the
Management Company of the Fund were already subject to provincial sales tax on services levied by the Sindh Revenue
Board, which is being charged to the Fund, the Management Company was of the view that further levy of FED was not
justified.

On September 4, 2013, a Constitutional Petition was filed in the Sindh High Court (SHC) jointly by various asset

management companies, together with their representative Collective Investment Schemes through their trustees,
challenging the levy of FED.
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12.

121

13.

14.

15.

16.

On July 16, 2016, 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.

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.

In view of the above, the Fund has discontinued making further provision in respect of FED on remuneration of the Management
Company and sales load with effect from July 1, 2016. However, the provision for FED made prior to this period has been
maintained by the Fund which at June 30, 2022 aggregates to Rs. 33.198 (June 30, 2021: Rs. 33.198) million. Had the provision for
FED not been recorded in the financial statements of the Fund, the net assets value of the Fund as at June 30, 2022 would have
been higher by Rs. 2.91 (June 30, 2021: Rs. 2.4) per unit.

CONTINGENCIES AND COMMITMENTS
CONTINGENCIES

During the year, an ex-parte income tax order was passed for tax year 2015 through which a tax demand of Rs. 309,896,010 was
raised by the concerned Additional Commissioner Inland Revenue (ACIR) of Federal Board of Revenue (FBR) by rejecting the
Fund’s claim for income tax exemption under clause (99) contained in Part | of the Second Schedule to the Income Tax Ordinance,
2001. 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, the Assessment order as issued by ACIR was remanded back by Commissioner Appeals (CIRA). Since
then, no notice/ order has yet been issued from FBR.

June 30, June 30,
2022 2021
------- (Rupees in '000) -------
AUDITORS' REMUNERATION

Annual audit fee 270 270
Half yearly review fee 142 142
Income certification 50 50
Out of pocket expenses 51 50

513 512
Sales tax 37 37

550 549
TAXATION

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

TOTAL EXPENSE RATIO

Total Expense Ratio of the Fund is 2.09% as on June 30, 2022 (June 30, 2021: 1.64%) and this includes 0.16% (June 30, 2021:
0.26%) representing Government Levy, Sindh Worker’s Welfare Fund and SECP Fee. This ratio is within the maximum limit of
2.50% (June 30, 2021: 2.50%) prescribed under the NBFC Regulation 60 (5) for a collective investment scheme categorised as an
income scheme.

June 30, June 30,
2022 2021
Note ~ -—---m- (Rupees in '000) -------
CASH AND CASH EQUIVALENTS
Bank balances 4 637,844 776,052
Government securities - Market Treasury bill 513 - 372,397
637,844 1,148,449
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17.2

17.3

18.

June 30, June 30,
2022 2021
------ (Rupees in '000) ------
Details of transactions other than units of the fund with related
parties / connected persons during the year

MCB Arif Habib Savings and Investment Limited - Management Company

Remuneration including indirect taxes 8,293 13,247
Expense allocated by the Management Company 696 1,262
Marketing and selling expense 2,375 1,767

Central Depository Company of Pakistan Limited - Trustee

Remuneration including indirect taxes 454 928

MCB Bank Limited - Parent of the Management Company

Profit on bank deposits 7 47
Bank charges 12 56
Purchase of securities having face value of Rs. NIL (2021: 1,250 million) - 1,213,999

Balances outstanding at year end:

MCB-Arif Habib Savings and Investments Limited - Management Company

Management remuneration payable 632 588
Sindh Sales Tax on management remuneration payable 82 76
Payable against allocated expenses 50 63
Payable against marketing and selling expenses 444 291

Central Depository Company of Pakistan Limited - Trustee

Trustee remuneration payable 28 42
Sindh Sales Tax on remuneration of the trustee 4 5

MCB Bank Limited - Parent of the Management Company
Bank balances 5,189 975

FAIR VALUE OF FINANCIAL INSTRUMENTS
IFRS 13 - 'Fair Value Measurement' establishes a single source of guidance under IFRS for all fair value measurements
and disclosures about fair value measurement where such measurements are required as permitted by other IFRSs. It

defines fair value as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date (i.e. an exit price).

Financial assets which are tradable in an open market are revalued at the market prices prevailing on the close of trading
i.e. period end date. The estimated fair value of all other financial assets and financial liabilities is considered not
significantly different from book value as these are short term in nature.

The following table shows financial instruments recognised at fair value based on:
Level 1: quoted prices in active markets for identical assets or liabilities;

Level 2: those involving inputs other than quoted prices included in Level 1 that are observable for the asset or liability,
either directly (as prices) or indirectly (derived from prices); and

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

151 MCB PAKISTAN SOVEREIGN FUND




NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2022

The following table show the carrying amount and fair values of financial assets and financial liabilities including the levels in the fair value

hierarchy.

June 30, 2022

Financial assets measured at fair value

Pakistan investment bonds FRB
Pakistan investment bonds

Financial assets not measured at fair value

Bank balances
Profit receivable
Other receivables

Financial liabilities not measured at fair value

Payable to the Management Company
Payable to the Trustee

Dividend payable

Payable against purchase of investments
Accrued and other liabilities

Financial assets measured at fair value

Market treasury bills
Pakistan investment bonds FRB
Pakistan investment bonds

Financial assets not measured at fair value

Bank balances
Profit receivable

Financial liabilities not measured at fair value

Payable to the Management Company
Payable to the Trustee

Payable against purchase of investments
Accrued and other liabilities

Carrying amount Fair value
Fair value
thro.ugh Amortised Total Level 1 Level 2 Level 3 Total
profit or cost
loss
(Rupees in '000)
387,630 - 387,630 - 387,630 - 387,630
86,024 - 86,024 - 86,024 - 86,024
473,654 - 473,654 - 473,654 - 473,654
- 637,844 637,844
- 16,148 16,148
- 1 1
- 653,993 653,993
- 1,126 1,126
- 28 28
- 1 1
- 483,428 483,428
- 1,186 1,186
- 485,769 485,769
June 30, 2021
Carrying amount Fair value
Fair value .
through ~ Amortised ) Level 1 Level2  Level3 Total
. cost
profit or loss
(Rupees in '000) --
372,397 - 372,397 - 372,397 - 372,397
191,092 - 191,092 - 191,092 - 191,092
5,643 - 5,643 - 5,643 - 5,643
569,132 - 569,132 - 569,132 - 569,132
- 776,052 776,052
- 7,790 7,790
- 783,842 783,842
- 942 942
- 42 42
- 569,468 569,468
- 498 498
- 570,950 570,950

During the year ended June 30, 2022, there were no transfers between levels of fair value measurements, and no transfer into and out of

level 3 fair value measurements.
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19.

19.1

19.1.1

19.1.2

FINANCIAL RISK MANAGEMENT

The Fund’s objective in managing risk is the creation and 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 future cash flows of a financial instrument will fluctuate because of the changes
in market prices.

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

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

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. At present, the Fund is not exposed to currency risk as all the transactions are carried out in
Pakistan Rupees.

Yield / 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, 2022, the Fund is exposed to such risks on bank balances and
investments in government securities. 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.

As of June 30, 2022 details of Fund's interest bearing financial instruments were as follows:

June 30, June 30,
2022 2021
Note @ ~  ===--m- (Rupees in '000) -------
Variable rate instruments (financial asset)
Bank balance 4 633,349 775,093
Pakistan investment bonds (FRB) 51.2 387,630 191,092
1,020,979 966,185
Fixed rate instruments (financial assets)
Pakistan investment bonds 51.1 86,024 5,643
Market treasury bills 5.1.3 - 372,397
86,024 378,040

a) Sensitivity analysis for variable rate instruments

Presently, the Fund holds Government securities which are variable rate instruments exposing the fund to cash flow
interest rate risk. In case of 100 basis points increase/decrease in applicable rates on the last repricing date with all
other variables held constant, the net income / loss for the year and net assets of the Fund would have been
higher/lower by Rs 10.21 million (2021: Rs 9.66 million).
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b) Sensitivity analysis for fixed rate instruments

As at June 30, 2022, the Fund holds Pakistan Investment Bond 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, 2022, the net income for the year
and net assets would be lower / higher by Rs. 0.86 million (June 30, 2021: Rs. 5.63 million).

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

As at June 30, 2022

Exposed to yield / interest risk

. . . More than Not exposed
P 1
articulars Effective yield / Upto three | three months | More than to yield rate Total
rate .
months and up to one one year risk
year
% (Rupees in '000) -=-=-===-=mmmmemmmmmmmemee oo e
On-balance sheet financial instruments
Financial assets
Bank balances 5.5-17.5 633,349 - - 4,495 637,844
Investments 7.5-14 - - 473,654 - 473,654
Profit receivable - - - 16,148 16,148
Other receivables - - - 1 1
Sub total 633,349 - 473,654 20,644 1,127,647
Financial liabilities
Payable to the Management Company - - - 1,126 1,126
Payable to the Trustee - - - 28 28
Payable against purchase of investments - - - 483,428 483,428
Dividend payable - - - 1 1
Accrued expenses and other liabilities - - - 1,186 1,186
Sub total - - - 485,769 485,769
On-balance sheet gap 633,349 - 473,654 (465,125) 641,878
Total profit rate sensitivity gap 633,349 - 473,654 (465,125) 641,878
Cumulative profit rate sensitivity gap 633,349 633,349 1,107,003
As at June 30, 2021
Exposed to yield / interest risk
Particul i i
articulars Effective yield / Upto three More than More than one th exposeq to Total
rate three months yield rate risk
months year
and up to one
% (Rupees in '000) =---====mmmmmmmmmmmm oo oo
On-balance sheet financial instruments
Financial assets
Bank balances 5.5t0 11.25 775,093 - - 959 776,052
Investments 6.30 to 14.06 - - 196,735 372,397 569,132
Profit receivable - - - 7,790 7,790
Sub total 775,093 - 196,735 381,146 1,352,974
Financial liabilities
Payable to the Management Company - - - 942 942
Payable to the Trustee - - - 42 42
Payable against purchase of investments - - - 569,468 569,468
Accrued expenses and other liabilities - - - 498 498
Sub Total - - - 570,950 570,950
On-balance sheet gap 775,093 - 196,735 (189,804) 782,024
Total profit rate sensitivity gap 775,093 - 196,735 (189,804) 782,024
Cumulative profit rate sensitivity gap 775,093 775,093 971,828
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19.1.3 Price risk

19.2

Price 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 prices (other than those arising from profit rate 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. Since the Fund is not allowed to invest in equity securities, hence it is not exposed to equity price risk.

Credit risk

Credit risk represents the risk of loss if counterparties fail to perform as contracted. The Fund is exposed to counter party
credit risks on bank balances and other financial assets at amortised cost. The credit risk on the fund is limited because the
counterparties are financial institutions with reasonably high credit ratings. Investments in Pakistan investment bond and
market treasury bills are government backed and hence considered as secured.

The Fund has adopted a policy of only dealing with creditworthy counterparties 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 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 Fund's maximum exposure to credit risk is the carrying amounts of following financial assets.

June 30, 2022 June 30, 2021
Balance as
er Balance as
P Maximum per statement Maximum
statement of
exposure of assets and exposure
assets and .
R, liabilities
liabilities

(Rupees in '000)

Bank balances 637,844 637,844 776,052 776,052
Investments 473,654 - 569,132 -
Profit receivable 16,148 1,785 7,790 1,642
Other receivables 1 1 - -
1,127,647 639,630 1,352,974 777,694

Difference in the balance as per the statement of assets and liabilities and maximum exposure is due to the fact that
investments in Government securities of Rs. 473.654 million (June 30, 2021: Rs. 569.132 million) and profit receivable on
government securities of Rs. 14.363 million (June 30, 2021: Rs. 6.148 million)

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

Bank Balances by rating category

June 30, 2022 June 30, 2021
Rating Rupees in ‘000 % Rupees in '000 %
AAA 514,853 80.72 774,601 99.81
AA+ 2,643 0.41 1,343 0.17
AA- 120,018 18.82 26 -
AA 330 0.05 82 0.01
637,844 100 776,052 100
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19.3

Above ratings are on the basis of available ratings assigned by PACRA and VIS Credit Rating Company Limited as of June
30, 2022.

Investment in fixed income securities

Investments in market treasury bills and pakistan investment bonds do not expose the Fund to credit risk as the counter
party to the investment is the Government of Pakistan and management does not expect to incur any credit loss on such
investment.

Concentration of credit risk

Concentration is the relative sensitivity of the Fund’s performance to developments affecting a particular industry or
geographical location. Concentration of risks arise when a number of financial instruments or contracts are entered into
with the same counterparty, or where a number of counterparties are engaged in similar business activities, or activities in
the same geographic region, or have similar economic features that would cause their ability to meet contractual
obligations to be similarly affected by changes in economic, political or other conditions.

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 an entity to honour its obligations to deliver cash, securities or other assets as contractually agreed.

For the vast majority of transactions the Fund mitigates this risk by conducting settlements through a broker to ensure that
a trade is settled only when both parties have fulfilled their contractual settlement obligations.

Liquidity risk

Liquidity risk is the risk that the Fund will encounter difficulty in meeting it's obligations arising from it's financial liabilities
that are settled by delivering cash or other financial assets or that such obligations will have to be settled in a manner
disadvantageous to the Funds. Liquidity risk also arises because of the possibility that the Fund could be required to pay its
liabilities earlier than expected. The Fund is exposed to cash redemptions of its units on a regular basis. Units are
redeemable at the holder's option based on the Fund's applicable redemption price calculated in accordance with the
Fund's constitutive documents and guidelines laid down by the SECP.

Units of the Fund are redeemable on demand at the holder's option, however, the Fund does not anticipate significant
redemption of units.

The table below analyses the Fund's financial assets and 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.
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20.

20.1

21.

PARTICULARS OF INVESTMENT COMMITTEE AND FUND MANAGER

Details of members of the Investment Committee of the Fund are as follows:

Name Designation Qualification E)_(perlence
in years
Muhammad Saqib Saleem Chief Executive Officer FCA & FCCA 245
Muhammad Asim Chief Investment Officer MBA & CFA 19
Awais Abdul Sattar Portfolio Manager Equities MBA & CFA 1
Fund Manager-Head of Fixed
Saad Ahmed Income MBA 16
Mr. Saad Ahmed is the fund manager. Details of the other funds being managed by him are as follows:
- MCB Cash Management Optimizer
- Pakistan Cash Management Fund
- MCB DCF Income Fund
- Pakistan Fixed Return Fund
- Pakistan Income Enhancement Fund
- Alhamra Daily Dividend Fund
TOP BROKERS / DEALERS BY PERCENTAGE OF COMMISSION PAID
June 30,
2022
(Percentage)
1 Continental Exchange (Private) Limited 32.40%
2 Currency Market Associate 22.05%
3  BMA capital Management limited 11.55%
4 Invest One Markets (Private) Limited 10.08%
5 ICON Securities (Private) Limited 9.05%
6  Pearl Securities Limited 6.14%
7  CAnd M Management (Private) Limited 3.50%
8  Vector Capital Pvt limited 2.45%
9 Paramount Capital (Private) Limited 2.45%
10 Bright Capital (Private) Limited 0.31%
June 30,
2021
(Percentage)
1 Continental Exchange (Private) Limited 49.27%
2 Invest One Markets (Private) Limited 11.01%
3 CAnd M Management (Private) Limited 9.19%
4  Paramount Capital (Private) Limited 8.99%
5  BIPL Securities Limited 7.73%
6  Pearl Securities Limited 3.68%
7  Bright Capital (Private) Limited 2.48%
8 Js Global Capital Limited 2.48%
9 Optimas Capital Management 2.48%
10 Magenta Capital Limited 1.65%
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22,

23.

PATTERN OF UNIT HOLDINGS

Individual

Associated companies
Insurance companies
Retirement benefits
Other

Foreign Individual
Other Corporates
Retirement Fund
Associated Company
Others

Individual

ATTENDANCE AT MEETINGS OF BOARD OF DIRECTORS

As at June 30, 2022

Number of Number of Investment Percentage
unit holders units amount investment
(Rupees in o
'000) i
828 7,403,850 395,797 64.85%
1 8 - 0.00%
1 75,002 4,009 0.66%
14 3,734,873 199,660 32.71%
12 203,987 10,905 1.79%
856 11,417,720 610,371 100%
As at June 30, 2021
Number of  Number of  Investment  Percentage
unit holders units amount investment
(Rupees in o
'000) o
1 2 - 0.00%
5 704,526 37,567 5.09%
16 3,792,542 202,229 27.40%
2 105,840 5,644 0.76%
6 274,087 14,615 1.99%
784 8,961,926 477,875 64.76%
814 13,838,923 737,930 100.00%

The 168th, 169th, 170th, 171th, 172st, 173nd, 174th, 175th, and 176th meeting of the Board of Directors were held on
August 9, 2021, September 15, 2021, October 18, 2021, October 22, 2021, February 3, 2022, February 08, 2022, March
10, 2022, April 13, 2022, and May 04, 2022 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 . . . Meetings Not
) Designation Meetings | Attendance Leave
the meetings . Attended Attended
Held required Granted

Mr. Haroun Rashid Chairman 9 9 8 1 176th

. Director / Vice
Mr. Nasim Beg Chairman 9 9 9 0 -
Mr. Ahmed Jahangir Director 9 9 8 1 170th
Mr. Mirza Qamar Beg Director 9 9 9 0 -
Syed Savail Meekal Hussain Director 9 9 7 1 170th
Mr. Kashif A. Habib Director 9 9 8 2 169th , 176th
Ms. Mavra Adil Khan Director 9 9 7 2 168th,170th
Mr. Muhammad Sagib Saleem ! Executive 9 9 9 0 -

Officer
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24, UNIT HOLDERS' FUND RISK MANAGEMENT

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

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

25 DATE OF AUTHORISATION FOR ISSUE

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

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

il Iy 7

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

No. of Unit Holders |Unit holdings |Tota| units held |
492 A.001-10,000 17,317
166 B. 10,001 - 100,000 130,276
103 C. 100,001 - 1000,000 815,951
95 D. 1000,001 & Above 10,454,175
856 11,417,720
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PERFORMANCE TABLE
FOR THE YEAR ENDED JUNE 30, 2022

Performance Information 2022 2021 2020 2019 2018
Total Net Assets Value — Rs. in million 610.3710 737.9300 1,816.3907 630.0000 585.0000
Net Assets value per unit — Rupees 53.4600 53.3200 53.2700 53.1300 55.8300
Closing Offer Price 54.3700 54.2200 54.1700 54.0300 56.7800
Closing Repurchase Price 51.6500 51.5100 51.4600 51.3300 55.8300
Highest offer price per unit 59.4400 57.2100 62.8500 58.1800 56.7800
Lowest offer price per unit 54.2300 54.1800 54.0700 53.3400 54.0300
Highest Redemption price per unit 58.4500 56.2600 61.8000 57.2100 55.8300
Lowest Redemption price per unit 53.3300 53.2800 53.1700 53.1000 53.1300
Distribution per unit — Rs. * 5.0700 2.9700 8.5558 6.8800 -

Average Annual Return - %

One year 9.79 5.67 16.39 7.88 5.08
Two year 7.73 11.03 12.14 6.48 5.49
Three year 10.62 9.98 9.78 6.28 6.09
Net Income for the year — Rs. in million 65.0408 66.0990 321.3320 48.9250 48.8546
Distribution made during the year — Rs. in million 63.3080 66.1360 276.1570 76.3310 -
Accumulated Capital Growth — Rs. in million 1.7328 (0.0370) 45.1750 (27.4060) 48.8546
Weighted average Portfolio Duration (days) 1351 803.0000 438.0000 47.0000 123.0000

* Date of Distribution

2022 _
Date | Rate
June 24, 2022 5.07
2021 _
Date | Rate
June 25, 2021 297
2020
Date | Rate
June 26, 2020 8.5558
2019 _
Date | Rate
July 04, 2018 2.75
June 27, 2019 413
2018
Date | Rate

Nil

Disclaimer

The past performance is not necessarily indicative of future performance and unit prices and investments and returns may go down, as well as up.
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MCB-Arif Habib Savings and Investments Limited
Head Office: 2nd Floor, Adamjee House, I.I. Chundrigar Road, Karachi
UAN: (+92-21) 11-11-62224 (11-11-MCB-AH)

URL: www.mchah.com, Email: info@mcbhah.com
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