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REPORT OF THE DIRECTORS OF THE MANAGEMENT COMPANY
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

Dear Investor,

On behalf of the Board of Directors, I am pleased to present MCB Islamic Income Fund account review for the half ended December 31, 
2016. 

ECONOMY AND MONEY MARKET OVERVIEW

Weakness in external account raised concerns in otherwise progressive improvement in headline economic indicators continuing for the last 2 
years. Weak trade balance, primarily due to subdued trend in exports and higher imports alongwith weak contribution from services and 
remittances kept the pressure on overall Current Account balance which widened 92% in IHFY17 to USD 3.6 billion. It is pertinent to note that 
partial increase in imports is triggered by machinery imports which have increased by 8.3% alongwith increase in oil import bill which is 
expected to widen further given recent arrangements from OPEC to support Int'l Crude Oil prices. The cushion to Balance of Payments was 
bolstered by financial account of USD 3.7 bn where major respite came from the net borrowing of USD 740 million alongwith the inflow 
materialized in FDI on completion of acquisition of stake in Engro Foods by Freisland Campina. Overall balance of the Balance of Payments 
stood at USD 225 mn compared to USD 1.5 bn during same period of last year.

thForeign exchange reserves stood at USD 23.2 bn (06  Jan 2017). It is pertinent to note that SBP reserves explain most of the volatility in Forex 
reserves where government borrowing and retirement of loans has net negative balance in 1HFY17 while closing approx USD 1bn lower from 
peak seen in Oct 16.

Undergoing appreciation of about 0.4% in 1HFY17, PKR continues to remain resilient against USD which also raises concerns given the 
relative weakness in other developing economies and also reflected from REER as measured by SBP reaching to a high of 126 depicting 
significant overvaluation.

Fiscal deficit increased to 1.3 %( 1QFY17) of GDP as against 1.1% in SPLY due to sharp decline in non-tax revenue. On provisional basis, tax 
authority has managed to collect PKR 1,460 billion during 1HFY17, recording a shortfall of PKR ~127 billion from the desired target. With 
annual tax collection target of PKR 3.6 trillion; demanding a growth rate of 17% YoY, and higher development spending, fiscal deficit is likely 
to exceed 4.5% against budgetary target of 3.8%. Focus of government on development spending is however positive for the overall long term 
direction and thus slippage on this front is not a major concern.

LSM grew by 3.24%YoY in 5MFY17. The growth is driven through consumer, electrical, automobiles and cement manufacturing.

Inflation continued its upward trajectory with first half averaging 3.88% compared to 2.08% for 1HFY16. The withering of low base effect 
along with inherent increases in food and housing pricing triggered inflationary pressures. The government kept on absorbing the incremental 
petrol prices which kept the inflation subdued.

M2 growth posted year to date growth of 5.45% by the end of the year. The deposits grew seasonally by PKR 420 bn in a week supported by 
year end efforts of banks to expand balance sheet size. Thereafter, the M2 growth has normalized to 3.68%. Moreover, the abnormal 
accumulation in currency in circulation (CIC) last year triggered after imposition of withholding tax on cash withdrawals has normalized 
though CIC to M2 ratio is still high at 26% against previous average of 22%. The Net Domestic Assets increased by PKR 518 bn supported by 
net government sector borrowings of PKR 390 bn.  

FUND PERFORMANCE

During the period under review, the fund generated an annualized return of 5.44% as against its benchmark return of 3.23%.  

During the period, the fund had been decreasing its exposure from GoP Ijarah Sukuk, which stood at 11.7% at period-end. The fund was 23.7% 
invested in Corporate Sukuk while most of the remaining exposure was in cash and bank deposits at relatively attractive rates due to CY end of 
banks. 

The Net Assets of the Fund as at December 31, 2016 stood at Rs. 860 million as compared to Rs. 968 million as at June 30, 2016 registering a 
decrease of 11.15%.

The Net Asset Value (NAV) per unit as at December 31, 2016 was Rs. 103.4268 as compared to opening NAV of Rs. 100.6677 per unit as at June 
30, 2016 registering an increase of Rs. 2.7591 per unit.

FUTURE OUTLOOK

The reversal in crude oil prices is expected to wither of the fiscal space previously available amid growing import bill. The recent decision by 
government to revise up petroleum prices in its latest fortnightly decision points towards constricting fiscal liberty.

The recently announced textile package is expected to provide support to the export sector. However, the overvalued currency as depicted from 
REER still remains a blockade for export competitiveness of the country however the same may remain deferred till the government continues 
to fund the gap through borrowing.
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REPORT OF THE DIRECTORS OF THE MANAGEMENT COMPANY
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

The inflationary pressures are also expected to succumb to expected increments in petroleum prices along with its trickle down impact on food 
inflation. We expect inflation for the year to average ~4.3%. It is pertinent to note inflation for next half of the year is expected to average around 
4.8% with inflation for closing months of the year to exceed 5%.
While, we expect interest rates to remain stable in the short term given the stable inflationary trends, exchange rate overvaluation alongwith 
weak external account suggest a close review of emerging trends with potential for inflection on either side though biased in favor of monetary 
tightening.

The China Pakistan Economic Corridor is expected to provide much needed impetus to growth with above $50 billion program expected to 
spur activity in the construction and power space which would have its trickle down affects. However, the current account is expected to 
worsen with import bill increasing in the short term along with the Foreign Direct Investment inflows. Profit repatriation in the long term would 
also be a concern for the balance of payments position.

Pakistan being in an economic expansionary cycle amid better positioning due to lower/stable interest rate environment along with growth 
trigger in the form China Pakistan Economic Corridor would fare better compared to other Emerging Market economies. The program is 
expected to favour the construction and allied industrial sectors. Banking sector is also expected to be beneficiary of strong advances growth in 
a stable interest rate environment. The MSCI specific companies are expected to gain limelight as formal inclusion nears. However, the 
volatility in global markets lead by uncertainty in global economies after Trump's induction as US President and redemption pressures on 
emerging market funds would keep the short term market performance in check. But we reiterate our positive stance on the market.

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.

For and on behalf of the Board,

_______________________
Muhammad  Saqib  Saleem
Chief  Executive  Officer
February 2, 2017
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TRUSTEE REPORT TO THE UNIT HOLDERS
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AUDITOR’S REPORT TO THE UNIT HOLDERS ON
REVIEW OF CONDENSED INTERIM FINANCIAL INFORMATION



(Unaudited) (Audited)

Note December 31, June 30,

2016 2016

ASSETS

Balances with banks 4 516,465
           

270,361
           Investments 5 419,531

           
720,660

           Receivable against issue of units 1,659
               

-
                   Profit receivable 9,651

               
6,276

               Deposits, prepayments and other receivables 126
                  

237
                  Total assets 947,432

           
997,534

           

LIABILITIES

Payable to the Management Company 6 902                  640                  
Payable to the Central Depository Company of Pakistan Limited - Trustee 165                  152                  
Payable to the Securities and Exchange Commission of Pakistan 385                  837                  
Payable against redemption of units 17,280             -                   
Advance against issue of units 44,000             -                   

Accrued expenses and other liabilities 7 24,492             27,800             

Total liabilities 87,224             29,429             

NET ASSETS 860,208           968,105           

UNIT HOLDERS' FUND  (AS PER STATEMENT ATTACHED) 860,208
           

968,105
           

CONTINGENCIES AND COMMITMENTS 8

NUMBER OF UNITS IN ISSUE 8,317,073
        

9,616,837
        

NET ASSET VALUE PER UNIT 103.4267

         

100.6677

         

The annexed notes 1 to 17 form an integral part of this condensed interim financial information.

(Number of units)

(Rupees)

(Rupees in '000)

CONDENSED INTERIM STATEMENT OF ASSETS AND LIABILITIES
AS AT DECEMBER 31, 2016
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________________________ ____________

Chief Executive Officer Director

For MCB-Arif Habib Savings and Investments Limited

(Management Company)



Note

2016 2015 2016 2015

Income

Capital gain / (loss) on sale of investments - net 2,472

             

(2,352)

           

2,413

             

(2,955)

           
Income from government securities 8,601

             

19,141

           

2,543

             

7,501

             
Income from unlisted debt securities - sukuk certificates 4,596

             

4,794

             

2,613

             

2,460

             
Profit on bank deposits 13,034

           

15,723

           

7,741

             

8,187

             Profit on musharika certificates 1,967

             

-

                 

1,967

             

-

                 Back end load 2

                    

-

                 

-

                 

-

                 Net unrealised appreciation / (diminution) on remeasurement of 

investments classified as 'financial assets at fair value

through profit or loss' 3,826

             

5,084

             

2,698

             

6,244

             Total income 34,498
           

42,390
           

19,975
           

21,437
           

Expenses

Remuneration of the Management Company 6.1 3,346
             

3,958
             

1,894
             

1,780
             

Sindh sales tax and federal excise duty on remuneration of the

Management Company 435
                

1,276
             

246
                

574
                

Remuneration of the Central Depository Company of Pakistan

Limited - Trustee 862                986                433                466                
Sindh sales tax on remuneration of the Trustee 112                93                  56                  65                  
Annual fee to the Securities and Exchange Commission of Pakistan 385                457                195                222                
Amortisation of preliminary expenses and floatation costs -                 101                -                 51                  

Auditors' remuneration 329                348                166                177                

Settlement and bank charges 129                94                  66                  67                  

Fees and subscription 166                147                83                  74                  

Shariah advisory fee 450                107                225                107                

Allocated expenses 10 579                123                292                123                

Printing and related charges 86
                  

39
                  

40
                  

(10)
                 

Legal and professional charges 30
                  

-
                 

15
                  

-
                 

Total expenses 6,909
             

7,729
             

3,711
             

3,696
             

27,589
           

34,661
           

16,264
           

17,741
           

Net element of income / (loss) and capital gains / (losses) 

included in prices of units issued less those in units 

redeemed:

 - arising from capital (loss) / gain and unrealised (loss) / gain (949)
               

(217)
               

(968)
               

225
                

 - arising from other income (3,640)

           

(3,880)

           

(3,701)

           

(3,841)

           

(4,589)

           

(4,097)

           

(4,669)

           

(3,616)

           

Net income for the period before taxation 23,000

           

30,564

           

11,595

           

14,125

           

Taxation 11 -

                 

-

                 

-

                 

-

                 

Net income for the period after taxation 23,000

           

30,564

           

11,595

           

14,125

           

Earnings per unit 12

The annexed notes 1 to 17 form an integral part of this condensed interim financial information.

Half year ended Quarter ended

December 31 December 31

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

CONDENSED INTERIM INCOME STATEMENT (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016
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________________________ ____________

Chief Executive Officer Director

For MCB-Arif Habib Savings and Investments Limited

(Management Company)



Note

2016 2015 2016 2015

Net income for the period after taxation 23,000           30,564           11,595           14,125           

Other comprehensive income

Items that may be reclassified subsequently to income statement 

Net unrealised appreciation / (diminution) on re-measurement of 

investments classified as 'available-for-sale' (114)               -                 (204)               -                 

Total comprehensive income for the period 22,886
           

30,564
           

11,391
           

14,125
           

The annexed notes 1 to 17 form an integral part of this condensed interim financial information.

Quarter ended

December 31

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

Half year ended

December 31

CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016
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________________________ ____________

Chief Executive Officer Director

For MCB-Arif Habib Savings and Investments Limited

(Management Company)



2016 2015 2016 2015

Undistributed income brought forward 6,828             2,919             18,532           19,247           

Net income for the period after taxation 23,000           30,564           11,595           14,125           

Net element of income / (loss) and capital gains / (losses) 

included in the prices of units issued less those in units 

redeemed - transferred to the Distribution Statement (806)               (435)               (1,105)           (324)               

Undistributed income carried forward 29,022           33,048           29,022           33,048           

The annexed notes 1 to 17 form an integral part of this condensed interim financial information.

Half year ended Quarter ended

December 31 December 31

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

CONDENSED INTERIM DISTRIBUTION STATEMENT (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016
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________________________ ____________

Chief Executive Officer Director

For MCB-Arif Habib Savings and Investments Limited

(Management Company)



2016 2015 2016 2015

Net assets at the beginning of the period 968,105

         

1,261,061

      

1,024,733

      

1,220,187

      
Issue of 5,433,167 units (2015: 3,109,531 units) 3,637,585 units 

(2015: 1,857,394 units) for the half year and quarter ended respectively 554,803

         

302,508

         

373,183 189,261

Redemption of 6,732,931 units (2015: 5,381,526 units) 5,385,680 units 

(2015: 3,557,390 units) for the half year and quarter ended respectively (690,175)
       

(534,241)
       

(553,768) (363,200)

(135,372)
       

(231,733)
       

(180,585)
       

(173,939)
       Net element of (income) / loss and capital (gains) / losses included

in prices of units issued less those in units redeemed

- amount representing (income) / loss and capital (gains) / losses

transferred to the Income Statement:

 - arising from capital loss / (gain) and unrealised loss / (gain) 949                217                968                (225)               
 - arising from other income 3,640             3,880             3,701             3,841             

- amount representing unrealised capital (gains) / losses

transferred to the distribution statement 806                435                1,105             324                

5,395             4,532             5,774             3,940             

Net element of  income / (loss) and capital gains / (losses) included in

prices of units issued less those in units redeemed - transferred to the

distribution statement (806)               (435)               (1,105)           (324)               

Capital gain / (loss) on sale of investments - net 2,472
             

(2,352)
           

2,413
             

(2,955)
           

Net unrealised appreciation / (diminution) on remeasurement of 

investments classified as 'financial assets at fair value

through profit or loss' 3,826
             

5,084
             

2,698
             

6,244
             

Net unrealised appreciation / (diminution) on re-measurement of 

investments classified as 'available-for-sale' (114)

               

-

                 

(204)

               

-

                 

Other income (net of expenses) 16,702

           

27,832

           

6,484

             

10,836

           

Total comprehensive income for the period 22,886

           

30,564

           

11,391

           

14,125

           

Net assets as at the end of the period 860,208

         

1,063,989

      

860,208

         

1,063,989

      

The annexed notes 1 to 17 form an integral part of this condensed interim financial information.

Half year ended Quarter ended

December 31 December 31

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

CONDENSED INTERIM STATEMENT OF MOVEMENT IN UNIT HOLDER’S FUND (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016
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________________________ ____________

Chief Executive Officer Director

For MCB-Arif Habib Savings and Investments Limited

(Management Company)



2016 2015 2016 2015

CASH FLOWS FROM OPERATING ACTIVITIES

Net income for the period before taxation 23,000

           

30,564

           

11,595

           

14,125

           
Adjustments for non-cash charges and other items

Net unrealised (appreciation) / diminution in fair value of

investments classified as 'at fair value through profit or loss' (3,826)

           

(5,084)

           

(2,698)

           

(6,244)

           Amortisation of preliminary expenses and floatation costs -

                 

101

                

-

                 

51

                  Net element of (income) / loss and capital (gains) / losses included 

in prices of units issued less those in units redeemed

 - arising from capital loss / (gain) and unrealised loss / (gain) 949
                

217
                

968
                

(225)
                - arising from other income 3,640

             
3,880

             
3,701

             
3,841

             4,589
             

4,097
             

4,669
             

3,616
             

23,763
           

29,678
           

13,566
           

11,548
           

Decrease / (increase) in assets 

Investments 404,841         (79,569)         391,419         (26,763)         
Profit receivable (3,375)           11,581           192                (703)               
Deposits, prepayments and other receivables 111                108                83                  75                  

401,577         (67,880)         391,694         (27,391)         

Increase / (decrease) in liabilities

Payable to the Management Company 262                (271)               208                (1)                   

Payable to the Central Depository Company of Pakistan Limited - Trustee 13                  21                  5                    (3)                   

Payable to the Securities and Exchange Commission of Pakistan (452)               (741)               195                222                

Accrued expenses and other liabilities (3,308)
           

(5,551)
           

(6,539)
           

(1,183)
           

(3,485)
           

(6,542)
           

(6,131)
           

(965)
               

Net cash generated from / (used in) operating activities 421,855
         

(44,744)
         

399,129
         

(16,808)
         

CASH FLOWS FROM FINANCING ACTIVITIES

Net receipts from issuance of units 597,144
         

302,508
         

415,524
         

189,260
         

Net payments against redemption of units (672,895)

       

(534,241)

       

(536,488)

       

(363,201)

       

Net cash used in financing activities (75,751)

         

(231,733)

       

(120,964)

       

(173,941)

       

Net increase / (decrease) in cash and cash equivalents 346,104

         

(276,477)

       

278,165

         

(190,749)

       

Cash and cash equivalents at the beginning of the period 270,361

         

517,006

         

338,300

         

431,278

         

Cash and cash equivalents at the end of the period 13 616,465

         

240,529

         

616,465

         

240,529

         

The annexed notes 1 to 17 form an integral part of this condensed interim financial information.

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

Half year ended Quarter ended

December 31 December 31

CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016
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________________________ ____________

Chief Executive Officer Director

For MCB-Arif Habib Savings and Investments Limited

(Management Company)



1 LEGAL STATUS AND NATURE OF BUSINESS

2 BASIS OF PREPARATION

2.1 Statement of compliance

2.1.1

2.1.2

2.1.3

2.1.4

The Pakistan Credit Rating Agency Limited (PACRA) has assigned a long-term rating of “AM2++” with a stable outlook (2015:

AM2+ with a stable outlook) to the Management Company on June 8, 2016.

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

This condensed interim financial information has been prepared in accordance with the approved accounting standards as

applicable in Pakistan for interim financial reporting. The approved accounting standards comprise of such International Financial

Reporting Standards (IFRSs) issued by the International Accounting Standards Board as are notified under the Companies

Ordinance, 1984, the requirements of the Trust Deed, 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 directives issued by the SECP. Wherever the requirements of the Trust Deed, the NBFC Rules, the NBFC Regulations or

the directives issued by the SECP differ with the requirements of the IFRSs, the requirements of the Trust Deed, the NBFC Rules,

the NBFC Regulations or the directives issued by the SECP prevail.

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

the International Accounting Standard 34: 'Interim Financial Reporting'. This condensed interim financial information does not

include all the information and disclosures required in a full set of financial statements and should be read in conjunction with the

annual published audited financial statements of the Fund for the year ended June 30, 2016.

This condensed interim financial information is unaudited. However, a limited scope review has been performed by the statutory

auditors in accordance with the requirements of the Code of Corporate Governance. In compliance with Schedule V of the Non-

Banking Finance Companies and Notified Entities Regulations, 2008, the directors of the Management Company declare that this

condensed interim financial information gives a true and fair view of the state of affairs of the Fund as at December 31, 2016.

The comparatives in the condensed interim statement of assets and liabilities presented in the condensed interim financial

information as at December 31, 2016 have been extracted from the audited financial statements of the Fund for the year ended

June 30, 2016, whereas the comparatives in the condensed interim income statement, condensed interim distribution statement,

condensed interim statement of movement in unit holders' fund and condensed interim cash flow statement have been extracted

from the unaudited condensed interim financial information of the Fund for the half-year ended December 31, 2015.

MCB Islamic Income Fund (the Fund) was established under a trust deed executed between MCB Asset Management Company

Limited (which merged with and into Arif Habib Investments Limited with effect from June 27, 2011) as the Management

Company and the Central Depository Company of Pakistan Limited (CDC) as the Trustee. Pursuant to the merger of MCB-Asset

Management Company Limited and Arif Habib Investments Limited, the name of the Management Company (Arif Habib

Investments Limited being the surviving entity) has been changed from Arif Habib Investments Limited to MCB-Arif Habib

Savings and Investments Limited. The Trust Deed was approved by the Securities and Exchange Commission of Pakistan (SECP)

on January 25, 2011 and was executed on March 7, 2011. According to the Trust Deed, the first accounting period of the Fund

commenced from May 1, 2011 i.e. the date on which the trust property was first paid or transferred to the Trustee.

The Management Company of the Fund has been licensed to act as an Asset Management Company under the Non-Banking

Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules) through a certificate of registration issued by

the SECP. The registered office of the Management Company is situated at 24th Floor, Centre Point, off. Shaheed-e-Millat

Expressway, near KPT interchange, Karachi, Pakistan.

The Fund is an open-end collective investment scheme categorised as a "Shariah Compliant (Islamic) Income" scheme by the

Board of Directors of the Management Company pursuant to Circular 7 of 2009 dated March 6, 2009 issued by the SECP. It offers

units for public subscription on a continuous basis. The units of the Fund are transferable and can also be redeemed by

surrendering them to the Fund. The Fund is listed on the Pakistan Stock Exchange Limited.

The objective of the Fund is to seek to generate superior risk adjusted returns by investing in short, medium and long-term high

quality Shariah Compliant fixed income instruments.

NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016
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2.2 Functional and presentation currency

3

3.1

3.2

3.3

(Unaudited) (Audited)

December 31, June 30,

Note 2016 2016

4 BALANCES WITH BANKS (Rupees in '000)

Balances with banks

-  in saving accounts 4.1 512,931
           

84,241
             

-  in current accounts 4.2 3,534
               

186,120
           

516,465
           

270,361
           

4.1

4.2

These carry profit at rates ranging between 5.09% and 6.10% (June 30, 2016: 5.07% and 6.50%) per annum and include Rs 3.254

million (June 30, 2016: Rs 1.148 million) maintained with MCB Bank Limited, a connected person / related party.

The financial risk management objectives and policies are consistent with those disclosed in the annual published audited financial

statements of the Fund for the year ended June 30, 2016.

SIGNIFICANT ACCOUNTING AND RISK MANAGEMENT POLICIES, ESTIMATES AND JUDGMENTS AND

CHANGES THEREIN

The accounting policies applied for the preparation of this condensed interim financial information are the same as those applied in

the preparation of the annual published audited financial statements of the Fund for the year ended June 30, 2016.

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

The preparation of this condensed interim financial information in conformity with approved accounting standards 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 assumptions are reviewed on an ongoing basis. Revisions to accounting

estimates are recognised in the period in which the estimate is revised if the revision affects only that period, or in the period of

revision and future years if the revision affects both current and future period.

The significant estimates, judgments and assumptions made by the management in applying the accounting policies and the key 

sources of estimation uncertainty were the same as those that were applied in the financial statements of the Fund as at and for the 

year ended June 30, 2016. The development in relation to estimation of provision in respect of Workers' Welfare Fund is given in 

note 7.1.

There are certain amended standards and interpretations that are mandatory for accounting periods beginning on or after July 1,

2017 but are considered not to be relevant or will not have any significant effect on the Fund's operations and are, therefore, not

detailed in this condensed interim financial information.

There are certain amended standards and interpretations that are mandatory for accounting periods beginning on or after July 1,

2016 but are considered not to be relevant or do not have any significant effect on the Fund's operations and are, therefore, not

detailed in this condensed interim financial information.

These include Rs 1.679 million (June 30, 2016: Rs 184.193 million) maintained with MCB Bank Limited, a connected person /

related party. 

This condensed interim financial information has been presented in Pak Rupees which is the functional and presentation currency

of the Fund.

Standards, interpretations and amendments to published approved accounting standards that are effective in the current

period
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(Unaudited) (Audited)

December 31, June 30,

5 INVESTMENTS Note 2016 2016

'At fair value through profit and loss' - held for trading

Government securities - GoP ijara sukuks 5.1.1 105,523      558,065      

Unlisted debt securities - sukuk certificates 5.1.2 214,008      113,115      

319,531      671,180      

Available-for-sale

Government securities - GoP ijara sukuks 5.2 -              49,480        

Loans and receivables

Certificates of Musharika 5.3 100,000      -              

419,531      720,660      

5.1 'At fair value through profit and loss' - held for trading

5.1.1 Government securities - Government of Pakistan (GoP) Ijara sukuks

June 25, 2014 3.89% 3 years 347,500   -           347,500   -           -           -          -           -                  -                  

December 18, 2015 5.46% 3 years 212,500   -           109,500   103,000   103,646   105,523   1,877        12.27% 25.15%

March 29, 2016 5.59% 3 years -           110,000   110,000   -           -           -          -           -                  -                  

Total December 31, 2016 103,646   105,523   1,877        

Total June 30, 2016 559,080   558,065   (1,015)      

5.1.2 Unlisted debt securities - sukuk certificates

Engro Fertilizers Limited 
(face value Rs 5,000) 23,600   -           -           23,600     110,059   109,858   (201)        12.77% 26.19% 3.69%

Meezan Bank Limited
(face value Rs 1,000,000) -        100          -           100          102,000   104,150   2,150       12.11% 24.83% 1.43%

Total December 31, 2016 212,059   214,008   1,949       

Total June 30, 2016 113,107   113,115   8              

5.1.2.1 Significant terms and conditions of sukuk certificates held as at December 31, 2016 are as follows:

Issue rating
Secured / 

unsecured

Engro Fertilizers Limited AA- Secured
Meezan Bank Limited AA- Secured

5.2 Available-for-sale

Government securities - Government of Pakistan (GoP) ijara sukuks

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

 
June 25, 2014 3.89% 50,000     -           50,000     -           -           -          -           -                  -                  

Total June 30, 2016 49,366     49,480     114           

(Rupees in '000)

Market value as a 

percentage of total 

investments

Investments as a 

percentage of total 

issue size

September 22, 2016 September 22, 2026

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

Carrying 

value as at 

December 

31, 2016

As at  July 

1, 2016

Market value as 

a percentage of 

net  assets

Market 

value as a 

percentage 

of net  assets

Offered rate

6 month kibor + 1.75%
6 month kibor + 0.50%

Profit rate

7.81%
6.56%

As at 

December 

31, 2016

 Face value 

Market value as 

a percentage of 

net  assets

As at  July 

1, 2016

Purchased  

during  the 

period

Carrying 

value as at 

December 

31, 2016

Market 

value as at 

December 

31, 2016

Unrealised 

appreciation/ 

(diminution) 

as at 
December 

Market value as a 

percentage of total 

investments

 Face value 

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

Carrying 

value as at 

December 

31, 2016

Market 

value as at 

December 

31, 2016

Unrealised 

appreciation 

/ 

(diminution) 

as at 

December 

Market value as 

a percentage of 

total investments

Purchased  

during  the 

period

Disposed /  

matured 

during the 

period

As at 

December 

31, 2016

Market 

value as at 

December 

31, 2016

Unrealised 

appreciation/

(diminution)

as at 
December 

As at  July 

1, 2016

Purchased  

during  the 

period

Disposed /  

matured 

during the 

period

As at 

December 

31, 2016

Issue date

Issuer

Issue date

Profit 

rate 

(%)

Tenor

Number of certificates

Profit rate 

(%)

Disposed /  

matured 

during the 

period

Particulars

July 9, 2014 July 9, 2019

Maturity dateIssue date
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31, 2016

31, 2016

31, 2016



5.3 These carry mark-up at the rate of 6.15% and are due to mature latest by March 14, 2017.

(Unaudited) (Audited)

Note December 31, June 30,

2016 2016
6 PAYABLE TO THE MANAGEMENT COMPANY

Management fee payable 6.1 652                  376                  

Sindh sales tax payable on management fee 85                    53                    

Front-end load payable 2                      56                    

Shariah advisor fee payable 76                    76                    

Allocated expenses 87                    79                    

902                  640                  

6.1

(Unaudited) (Audited)

Note December 31, June 30,

2016 2016

7 ACCRUED EXPENSES AND OTHER LIABILITIES (Rupees in '000)

Federal excise duty and other related taxes payable on management fee 7.1 8,639               8,639               

Federal excise duty and other related taxes payable on sales load 7.1 3,028               3,028               

Provision for Workers' Welfare Fund 7.2 11,490             11,490             

Sales load payable to MCB Bank Limited - related party 3                      -                   

Zakat payable 403                  403                  

Auditors' remuneration 325                  449                  
Printing charges payable 70                    115                  
Capital gain tax payable 239                  287                  
Withholding tax payable on dividend -                   3,222               
Sindh sales tax payable on allocated expenses 153                  67                    
Others 142                  100                  

24,492             27,800             

7.1

(Rupees in '000)

As per the amendments made in the NBFC Regulations, 2008 vide SRO 1160(1)/2015 dated November 25, 2015, the Management

Company is entitled to a remuneration equal to an amount not exceeding 1.50% of the average annual net assets in case of income

schemes. Previously, the Management Company was entitled to a remuneration during the first five years of the Fund, of an

amount not exceeding 3% of the average annual net assets of the Fund and, thereafter, of an amount equal to 2% of such assets.

During the half year ended December 31, 2016, the Management Company has charged its remuneration at the rate of 10% of the

gross earnings of the Fund subject to a minimum of 0.25% of the average daily net assets of the Fund and a maximum of 1.50%

per annum of the average annual net assets of the Fund as prescribed under the NBFC Regulations, 2008. The fee is payable to the

Management Company monthly in arrears.

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 Honourable 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.

During the half year ended December 31, 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.
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7.2

- 

- 

Furthermore, as a consequence of the 18th amendment to the Constitution of Pakistan, in May 2015 the Sindh Workers’ Welfare

Fund Act, 2014 (SWWF Act) had been passed by the government of Sindh as a result of which every industrial establishment

located in the Province of Sindh, the total income of which in any accounting year is not less than Rs 0.50 million, is required to

pay Sindh Workers’ Welfare Fund (SWWF) in respect of that year a sum equal to two percent of such income. The matter was

taken up by the MUFAP with the Sindh Revenue Board (SRB) collectively on behalf of various asset management companies

(including the Management Company of the Fund) whereby it was contested that mutual funds should be excluded from the ambit

of the SWWF Act as these were not industrial establishments but were pass through investment vehicles and did not employ

workers. The SRB held that mutual funds were included in the definition of financial institutions as per the Financial Institution

(Recovery of Finances) Ordinance, 2001 and were, hence, required to register and pay SWWF under the SWWF Act. Thereafter,

MUFAP has taken up the matter with the Sindh Finance Ministry to have CISs / mutual funds excluded from the applicability of

SWWF. 

In view of the above developments regarding the applicability of Federal and SWWF on CISs / mutual funds and considering the

legal opinion obtained on these matters, MUFAP has recommended the following to all its members on January 12, 2017:

On November 10, 2016 the Supreme Court of Pakistan (SCP) has passed a judgment declaring the amendments made in the

Finance Acts 2006 and 2008 pertaining to WWF as illegal citing that WWF was not in the nature of tax and could, therefore, not

have been introduced through money bills. Accordingly, the aforesaid amendments have been struck down by the SCP. The

Federal Board of Revenue has filed a petition in the SCP against the said judgment, which is pending hearing. While the petitions

filed by the CISs on the matter are still pending before the SHC, the Mutual Funds Association of Pakistan (MUFAP) (collectively

on behalf of the asset management companies and their CISs) has taken legal and tax opinions on the impact of the SCP judgement

on the CISs petition before the SHC. Both legal and tax advisors consulted were of the view that the judgment has removed the

very basis on which the demands were raised against the CISs. Therefore, there was no longer any liability against the CISs under

the WWF Ordinance and that all cases pending in the SHC or lower appellate forums will now be disposed of in light of the earlier

judgement of the SCP. 

The above decisions were communicated to the SECP and the Pakistan Stock Exchange Limited on January 12, 2017 and the

SECP vide its letter dated February 1, 2017 has advised MUFAP that the adjustments relating to the above should be prospective

and supported by adequate disclosures in the financial statements of the CISs/ mutual funds. Accordingly, the Fund has recorded

these adjustments in its books on January 12, 2017.

The cumulative net effect of the above two adjustments if these had been made on December 31, 2016 would have resulted in an

increase in the net asset value per unit of the Fund by Rs 1.2207.

The Finance Act, 2008 had introduced an amendment to the Workers' Welfare Fund Ordinance, 1971 (WWF Ordinance) as a result

of which it was construed that all Collective Investment Schemes (CISs) / mutual funds whose income exceeded Rs 0.5 million in a

tax year were brought within the scope of the WWF Ordinance, thus rendering them liable to pay contribution to WWF at the rate

of two percent of their accounting or taxable income, whichever was higher. In light of this, the Mutual Funds Association of

Pakistan (MUFAP) filed a constitutional petition in the Honourable Sindh High Court (SHC) challenging the applicability of WWF

on CISs which is pending adjudication. Similar cases were disposed of by the Peshawar and the Lahore High Courts in which these

amendments were declared unlawful and unconstitutional. However, these decisions were challenged in the Supreme Court of

Pakistan. 

Subsequently, the Finance Act, 2015 introduced an amendment under which CISs / mutual funds have been excluded from the

definition of “industrial establishment” subject to WWF under the WWF Ordinance. Consequently, mutual funds are not subject to

this levy after the introduction of this amendment which is applicable from tax year 2016. Accordingly, no further provision in

respect of WWF was made with effect from July 1, 2015. 

In view of the above, the Fund has discontinued making further provision in respect of FED on remuneration of the Management

Company with effect from July 1, 2016. However, as a matter of abundant caution the provision for FED made for the period from

June 13, 2013 till June 30, 2016 amounting to Rs 11.667 million (June 30, 2016: Rs 11.667 million) is being retained in the

condensed interim financial information of the Fund as the matter is pending before the Supreme Court of Pakistan. Had the said

provision for FED not been recorded in the condensed interim financial information of the Fund, the net asset value of the Fund as

at December 31, 2016 would have been higher by Rs 1.4028 per unit (June 30, 2016: Rs 1.2132).
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8 CONTINGENCIES AND COMMITMENTS

There were no contingencies and  commitments outstanding as at December 31, 2016 and June 30, 2016.

9 TOTAL EXPENSE RATIO

10 ALLOCATED EXPENSES

11 TAXATION

12 EARNINGS PER UNIT

December 31, December 31, December 31, December 31,

2016 2015 2016 2015

Note

13 CASH AND CASH EQUIVALENTS

4             516,465             240,529             516,465             240,529 

5.3             100,000                       -               100,000                       -   

            616,465             240,529             616,465             240,529 

14 TRANSACTIONS WITH CONNECTED PERSONS / RELATED PARTIES

The Total Expense Ratio (TER) of the Fund as at December 31, 2016 is 0.68% which includes 0.10% representing government

levies on the Fund such as sales taxes, annual fee to the SECP, etc. This ratio is within the maximum limit of 2% prescribed under

the NBFC Regulations for a collective investment scheme categorised as an income scheme.

In accordance with the provisions of the NBFC Regulations, 2008 (amended vide S.R.O 1160(I) / 2015 dated November 25,

2015), the Management Company of the Fund is entitled to reimbursement of fees and expenses in relation to registrar services,

accounting, operation and valuation services related to the Fund upto a maximum of 0.1% of the average annual net assets of the

Scheme or actual, whichever is less. Accordingly, with effect from November 27, 2015 the Management Company has charged

expenses at the rate of 0.1% per annum of the average annual net assets of the Fund being lower than actual expenses chargeable to

the Fund for the period. 

The income of the Fund is exempt from income tax under clause (99) of Part I of the Second Schedule of the Income Tax

Ordinance, 2001 subject to the condition that not less than 90% of the accounting income for the year as reduced by capital gains,

whether realised or unrealised, is distributed amongst the unit holders as cash dividend. Furthermore, as per Regulation 63 of the

Non-Banking Finance Companies and Notified Entities Regulations, 2008, the Fund is required to distribute not less than 90% of

its accounting income for the year derived from sources other than capital gains as reduced by such expenses as are chargeable

thereon to the unitholders. Since the management intends to distribute the required minimum percentage of income earned by the

Fund during the year ending June 30, 2017 to the unit holders in the manner as explained above, no provision for taxation has been

made in this condensed interim financial information during the period.

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. 

Half Year Ended

--------------------------------------(Unaudited)------------------------------------------------'

Earnings per unit (EPU) has not been disclosed as in the opinion of the management the determination of cumulative weighted

average number of outstanding units for calculating earnings per unit is not practicable.

Quarter Ended

Balances with banks

Certificate of Musharika

---------------------------(Rupees)-----------------------------

Related parties / connected persons of the Fund include MCB-Arif Habib Savings and Investments Limited (being the

Management Company) and its related entities, the Central Depository Company of Pakistan Limited (being the Trustee of the

Fund), other collective investment schemes and pension schemes managed by the Management Company, any person or trust

beneficially owning (directly or indirectly) ten percent or more of the capital of the Management Company or the net assets of the

Fund and directors, key management personnel and officers of the Management Company.

Transactions with related parties / connected persons are in the normal course of business, at contracted rates and terms determined

in accordance with market rates.
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2016 2015

14.1 Transactions during the period

MCB-Arif Habib Savings and Investments Limited - Management Company

Remuneration (including indirect taxes) 3,781

                   

5,234

                   

Allocated expenses (including indirect taxes) 579

                      

123

                      

Shariah advisory fee 450

                      
107

                      

MCB Bank Limited - Parent of the Management Company

Profit on bank deposits 32
                        

442
                      

Bank charges 17
                        

18
                        

Sale of securities having a face value of Rs 150,000,000 (2015: Nil) and

Rs 100,000,000 (2015: Nil) during the half year and quarter ended 

respectively 151,183
               

-
                           

Central Depository Company of Pakistan Limited - Trustee

Remuneration (including indirect taxes) 974
                      

1,079
                   

Adamjee Life Assurance Company Limited (Amanat Fund)

Issue of 1,354,041 units (2015: 294,261 units) 138,800               30,000                 

Redemption of 2,133,599 units (2015: 1,274,940 units) 220,200               130,000               

Fatima Fertilizer Company Limited Workers Gratuity Fund - Retirement 

Benefit Scheme of a group company

Issue of 43,946 units (2015: 24,691 units) 4,510                   2,514                   

Redemption of 51,895 units (2015: 2,744 units) 5,322                   280                      

Directors and key management personnel of the Management Company

Issue of 113,287 units (2015: 59,529 units) 11,579                 6,015                   
Redemption of 97,012 units (2015: 65,653 units) 9,917                   6,630                   

(Unaudited) (Audited)

December 31, June 30,

2016 2016

14.2 Amounts outstanding as at period / year end

MCB-Arif Habib Savings and Investments Limited - Management Company

Management fee payable 652
                      

376
                      

Sindh sales tax payable on management fee 85
                        

53
                        Front-end load payable 2

                          
56

                        Shariah advisor fee payable 76
                        

76
                        Allocated expenses 87

                        
79

                        

MCB Bank Limited - Parent of the Management Company

Balances with bank 4,933

                   

185,341

               Front-end load payable 3

                          

-

                           

Central Depository Company of Pakistan Limited - Trustee

Remuneration payable 146

                      

133

                      Sindh sales tax payable on trustee fee 19

                        

19

                        Security deposit 100

                      

100

                      
Adamjee Life Assurance Company Limited (Amanat Fund)

Outstanding 104,431 units (June 30, 2016: 883,989 units) 10,801

                 

88,989

                 
Fatima Fertilizer Company Limited Workers Gratuity Fund - Retirement 

Benefit Scheme of a group company

Outstanding 58,548 units (June 30, 2016: 66,497 units) 6,055 6,694

The details of transactions carried out by the Fund with connected persons / related parties and balances with them at the period /

year end are as follows:

Half year ended

(Rupees in '000)

December 31

Remuneration of the Management Company and the Trustee is determined in accordance with the provisions of the NBFC

Regulations, 2008 and the Trust Deed respectively.

(Rupees in '000)
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(Unaudited) (Audited)

December 31, June 30,

2016 2016

MCB Pakistan Stock Market Fund

Receivable against issue of units 99
                        

-
                           

Payable against redemption of units 6,221
                   

-
                           

Alhamra Islamic Active Allocation Fund and 
Payable against redemption of units 10,815

                 
-

                           

Pakistan International Element Islamic Asset Allocation Fund 

Receivable against issue of units 44                        -                           

Payable against redemption of units 25                        -                           

MCB Pakistan Islamic Stock Fund

Receivable against issue of units 50                        -                           

Payable against redemption of units 160                      -                           

Pakistan Income Enhancement Fund

Receivable against issue of units 740                      -                           

Directors and key management personnel of the Management Company

Outstanding 60,450 units (June 30, 2016: 44,175 units) 6,252                   4,447                   

15 FAIR VALUE MEASUREMENT

Fair value of investments is determined as follows:

-

-

-

Fair value hierarchy

-

-

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

Underlying the definition of fair value is the presumption that the Fund is a going concern without any intention or requirement to

curtail materially the scale of its operations or to undertake a transaction on adverse terms.

Level 1: Quoted price (unadjusted) in an active market for identical assets or liabilities that the entity can access at the 

measurement date;

Fair value is the amount for which an asset could be exchanged, or liability can be settled, between knowledgeable willing parties

in an arm's length transaction. Consequently, differences can arise between carrying values and the fair value estimates.

Level 2: Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly (i.e.

as prices) or indirectly (i.e. derived from prices);

Investments in government securities are valued on the basis of average rates of brokers as announced by the Financial Markets

Association of Pakistan.

Listed and unlisted debt securities, other than government securities, are valued on the basis of prices announced by the Mutual

Funds Association of Pakistan (MUFAP) which are calculated in accordance with the provisions contained various circulars

issued by the Securities and Exchange Commission of Pakistan. The said circular prescribes a valuation methodology

which, in case of currently traded securities, is based on weighted average prices during the 15 days preceding the valuation

date and in case of thinly or non-traded securities, on the basis of discount coupon method which takes into consideration

credit risk and maturities of the instruments.

The fair value of all other financial assets and financial liabilities of the Fund approximate their carrying amounts due to short

term maturities of these instruments.

International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Fund to classify assets using a fair value

hierarchy that reflects the significance of the inputs used in making the measurements. The fair value hierarchy has the following

levels:

(Rupees in '000)
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As at December 31, 2016 and June 30, 2016, the Fund held the following assets measured at fair value:

Level 1 Level 2 Level 3 Total

At fair value through profit and loss

 - Government securities - GoP ijara sukuks -                           105,523               -                           105,523               

 - Unlisted debt securities - sukuk certificates -                           214,008               -                           214,008               

Level 1 Level 2 Level 3 Total

At fair value through profit and loss

Government securities - GoP ijara sukuks -                           558,065               -                           558,065               

Unlisted debt securities - sukuk certificates -                           113,115               -                           113,115               

Available-for-sale

Government securities - GoP ijara sukuks -                           49,480                 -                           49,480                 

16 DATE OF AUTHORISATION FOR ISSUE

17 GENERAL

17.1

17.2

17.3 Figures have been rounded off to the nearest thousand Rupee unless otherwise stated.

Figures of the condensed interim income statement, condensed interim statement of comprehensive income, condensed interim

distribution statement, condensed interim statement of movement in unit holders' fund and condensed interim cash flow statement

for the quarters ended December 31, 2016 and December 31, 2015 have not been subject to limited scope review by the statutory

auditors of the Fund.

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

presentation. No significant rearrangements or reclassifications have been made in this condensed interim financial information

during the current period. 

As at June 30, 2016

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

This condensed interim financial information has been authorised for issue by the Board of Directors of the Management Company

in the meeting held on February 02, 2017.

For financial instruments that are recognised at fair value on a recurring basis, the Fund determines whether transfers have

occurred between levels in the hierarchy by re-assessing categorisation (based on the lowest level input that is significant to the fair

value measurement as a whole) at the end of each reporting period. The Fund’s policy is to recognise transfers into and transfers

out of fair value hierarchy levels as of the date of the event or change in circumstances that caused the transfer. During the half-

years ended December 31, 2016 and 2015 there were no transfers between Level 1 and Level 2 fair value measurements, and no

transfers into or out of Level 3 fair value measurements.

As at December 31, 2016

--------------------------------------- (Rupees in '000) --------------------------------------- 
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________________________ ____________

Chief Executive Officer Director

For MCB-Arif Habib Savings and Investments Limited

(Management Company)
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