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REPORT OF THE DIRECTORS OF THE MANAGEMENT COMPANY
FOR THE QUARTER ENDED SEPTEMBER 30, 2017

Dear Investor,

On behalf of the Board of Directors, | am pleased to present Alhamra Islamic Asset Allocation Fund's (Formerly Pakistan
International Element Islamic Asset Allocation Fund) accounts review for the quarter ended September 30th, 2017.

ECONOMY AND MONEY MARKET OVERVIEW

The economic scorecard in first quarter of FY18 posted a mixed picture relative to several economic indicators. The LSM grew
at an astounding pace of 13% YoY, boosted by growth in Steel, Auto and Food & Beverages sector. Add to this the agricultural
sector growth (being reflected in cotton crop, sugar crop and wheat crop bumper numbers coming in), we are well on our way
to meet the 6% target GDP growth for FY18.

CPI for the first quarter averaged at a moderate level of 3.4% YoY, supported by lower oil prices, stable food prices and a higher
base effect. Going forward we expect inflation to remain under control, averaging below 4.5% for FY18, as stable commodity
prices along with a contained currency to rein in inflation. As a result of the stable indicators, the monetary policy committee
maintained a status quo in its first meeting held for the current fiscal year.

Indicators that have started to sound a warning alarm include the widening fiscal deficit and current account deficit (CA). On
the back of rising overall imports bill, the CA deficit for 2MFY 18 has doubled from USD 1.3bn in SPLY to USD 2.6bn. As a result
of the financing gap, the foreign exchange reserves of the country fell by USD 1.3 billion during the 1QFY18.

Fiscal account which was one source of comfort turned out to be a red herring. Fiscal deficit for FY17 was recorded at ~ PKR
1.8 tn and provinces recorded an unexpected deficit on account of election preparation spending. Keeping this in view we remain
skeptical on the government's ability to meet the target of 4.1% of GDP.

PIB yields during the quarter inched up by ~45 bps for 3 year, and 56 bps for 5 year bonds. Political uncertainty along with
deterioration in the external account kept the market participants at bay from long tenor bonds. Furthermore, the bearish sentiment
was also backed by SBP in its MPS, which highlighted its concerns on external account as trade deficit widened.

EQUITIES MARKET OVERVIEW

Equity market remained in the red zone throughout the quarter with political uncertainty taking the centre stage. After Prime
Minister's disqualification and continuous worsening of external account caused the benchmark index to lose ~11.5% in 2MFY18,
foreign buying drove gains in Sep'17 where KSE-100 gained 2.9% in Sep'17 to close at 42,409 pts. However, the first quarter
of the new fiscal year closed itself down 8.9%, the worst quarterly return since FYQ09.

During the quarter, foreigners remained net sellers of USD 90 million; the buying was majorly absorbed by Banks (USD $33.5
mn) & Insurance Companies (USD $49.3 mn). Sep'17 saw the first net foreign inflow (US$28 mn) since the start of fiscal year,
primarily on account of inclusion of five Pakistani stocks (MCB, BAFL, SNGP, THAL and MTL) in the FTSE Global Indices.
Average volumes during the quarter dwindled to 178 Mn shares compared to 280 Mn shares in the preceding quarter while
average value traded declined to PKR 9.3 Bn from PKR 15.0 Bn from last quarter.

Amongst major sectors that pulled the index down were cements (down 28% QoQ) continuing the lackluster performance on
concerns over future pricing discipline on upcoming capacity expansions of ~5 Mn tons in the next 6-7 months in the Southern
region. In the banking space, sentiments turned out to be sour when HBL received a notice from New York (NY) State Department
of Financial Services (DFS) seeking to impose a hefty penalty of USD 629.6 mn on the bank which was later reduced to US$225
Mn. Fertilizer sector (down 3% QoQ) recouped some of the losses in third month of the quarter on the back of surge in international
urea prices by ~22% in September 2017. Autos also continued to witness correction (-19% QTD) along with dampened sentiments
due to anticipated pressure on USD-PKR parity as external account continued to deteriorate. E&Ps was the only major sector
that witnessed gains (up by 8% QoQ) due to increase in oil prices by ~22% QoQ peaking at US$ 56.6/bbl.

FUND PERFORMANCE

During the period under review, the fund delivered a negative return of 4.98% as against its benchmark negative return of 7.53%.
On the equities front, the overall allocation was 44.1% at the end of the period under review. The fund decreased its exposure
in Fertilizer and Power Generation & Distribution while increased exposure in Oil & Gas Exploration Companies. On the fixed

income side, exposure in Sukuks remained stable at 0.1%.

The Net Assets of the Fund as at September 30, 2017 stood at Rs. 1,967 million as compared to Rs.1,485 million as at June
30, 2017 registering an increase of 32.46%.

The Net Asset Value (NAV) per unit as at September 30, 2017 was Rs. 69.3798 as compared to opening NAV of Rs. 73.0135
per unit as at June 30, 2017 registering a decrease of Rs. 3.6337 per unit.

Alhamra Islamic Asset Allocation Fund (Formerly Pakistan International Element Islamic Asset Allocation Fund)




REPORT OF THE DIRECTORS OF THE MANAGEMENT COMPANY
FOR THE QUARTER ENDED SEPTEMBER 30, 2017

FUTURE OUTLOOK

While the government has been able to stabilize the economy, its ambitious plan to revive the growth can come in doldrums if
it is not able to contain the twin deficits. We project a current account deficit of USD 17 billion for the FY18, and as such the
ability of government to manage inflows will be highly tested. Nevertheless, our in-house projections estimate a financing gap
of USD 6 billion which will gobble up the existing foreign exchange reserves. On the whole, cracks have started appearing in
the economic fagade which warrant immediate policy measure by the government of Pakistan if the economic progress is expected
to be kept on track.

Going forward, we expect market to remain volatile in the short run, as political uncertainty along with twin deficits continue to
haunt the basic macroeconomic fundamentals. We believe certain policy adjustments are necessary to maintain the direction
of economic growth. Nevertheless, market valuations remain at a very attractive level, and they will sooner or later come into
play. The risk premiums (difference between earnings yield and 10-year interest rates) are at historically high level, suggesting
market to remain very cheap. Furthermore, KSE-100 trades at a forward P/E of 7.9x, at a steep discount of 35% from its emerging
market peer group. Enduring themes that should play out over the medium-term regardless of the political situation include (i)
PKR depreciation and higher interest rates (ii) CPEC and continued GoP support for the textiles sector that would encourage
exports. We advice local investors to carefully watch the economic trends and build exposure on any weakness.

On the fixed income front, market is expected to remain cautious on back of a precarious external account position along with
an uptick in inflation trajectory. Visibility on economic front, in particular to balance of payments, would guide further participation
towards fixed income markets.

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,

R s 5. D

Muhammad Saqib Saleem Samad A. Habib
Chief Executive Officer Director
October 20, 2017
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CONDENSED INTERIM STATEMENT OF ASSETS AND LIABILITIES
AS AT September 30, 2017

(Unaudited) (Audited)
September 30, June 30,
2017 2017
Note ~  ----meeee- (Rupees in '000) ----------
ASSETS
Balances with banks 1,099,200 846,966
Investments 5 878,963 652,922
Dividend and profit receivable 10,922 6,214
Advances and deposits 4,294 4,302
Total Assets 1,993,380 1,510,404
LIABILITIES
Payable to Management Company 7,705 5,443

Payable to Central Depository Company of
Pakistan Limited - Trustee 266 233

Payable to Securities and Exchange

Commission of Pakistan - annual fee 398 1,122
Accrued expenses and other liabilities 6 17,632 18,348
Total Liabilities 25,999 25,146
NET ASSETS 1,967,381 1,485,258
Unit holders' fund (as per statement attached) 1,967,381 1,485,258
Contingencies and commitments 7

NUMBER OF UNITS IN ISSUE 28,356,686 20,342,240

NET ASSETS VALUE PER UNIT 69.3798 73.0135

The annexed notes from 1 to 13 form an integral part of these condensed interim financial statements.

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

e &} s S

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM INCOME STATEMENT (UN-AUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2017

Quarter ended

September 30, September 30,
2017 2016
Note  ------------ (Rupees in '000) -----------
INCOME
Capital (loss) / gain on sale of investments - net (24,766) 29,427
Dividend income 5,802 9,182
Income from investment in sukuk certificates 18
Other income 12,259 3,476
Unrealised (diminution) on revaluation 'of investments
classified as 'held-for-trading' - net 5.1 (57,299) (125)
Net element of income and capital gains included
in prices of units issued less those in units redeemed: - 724
Reversal of provision against debt securities 5.2 -
Total income (63,986) 42,684
EXPENSES
Remuneration of Management Company 8,377 4,636
Sales tax and Federal Excise Duty on
remuneration of Management Company 1,089 602
Expenses allocated by Management Company and related sales tax
Remuneration of Central Depository Company of 473 268
Pakistan Limited - Trustee 671 490
Sales tax on trustee fee 87 45
Annual fee - Securities and Exchange
Commission of Pakistan 398 225
Marketing and Selling Expense 1,675
Brokerage, settlement and bank charges 1,101 693
Printing and related cost 40 55
Fees and subscription 311 111
Shariah advisory fee 225 230
Auditors' remuneration 136 144
Donation 40 207
Total expenses 14,623 7,706
. (78,609) 32978
Provision for Workers' Welfare Fund
Net (loss) / income for the period before taxation (78,609) 34,978
Taxation 8 -
Net (loss) / income for the period after taxation W 34,978
Earnings per unit 9
Allocation of Net (loss) / income for the period:
Income / (loss) already paid / (shared) on units redeemed (4,943)
Accounting (loss) / income available for distribution:
-Relating to capital gains (87,225)
-Excluding capital gains 3,673
Accounting (loss) / Income available for Distribution (83,552)

The annexed notes from 1 to 13 form an integral part of these condensed interim financial statements.

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

quj/q—/ | /g} r;?‘f.\&cw.g

Chief Executive Officer Chief Financial Officer Director
Alhamra Islamic Asset Allocation Fund (Formerly Pakistan International Element Islamic Asset Allocation Fund)




STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2017

Quarter ended
September 30,
2017 2016

Net (loss) / income for the period after taxation (78,609) 34,978
Other comprehensive income:
Net unrealised (diminution) / appreciation

on remeasurement of investments
classified as 'available-for-sale' (6,043) 26,929

Total comprehensive (loss) / income for the period (84,652) 61,907

The annexed notes from 1 to 13 form an integral part of these condensed interim financial statements.

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

e &} s S

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM STATEMENT OF MOVEMENT IN UNIT HOLDERS’ FUND (UN-AUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2017

Quarter ended
September 30,
2017 2016

Net assets at the beginning of the period 1,485,258 820,509
Issue of 10,550,342 units (2016: 3,464,538 units) 744,173 226,876
Redemption of 2,535,896 units (2016:1,488,054 units) (177,397) (94,658)

566,775 132,218
Accounting income for the period (83,552) 34,254
Income / (loss) already paid / (shared) on units redeemed 4,943 -

Net unrealised (dimunition) / appreciation on re-measurement on investments classified

as available for sale (6,043) 26,929
Net assets as at the end of the period 1,967,381 1,013,910
Net Assets value per unit as at beginning of the period 73.0135 63.5232
Net Assets value per unit as at end of the period 69.3798 68.0789

Distribution during for the period: -

Undistributed income brought forward comprises of:

- Realised Gain 165,326 121,075

- Unrealised Gain 9,694 109

L . S 175,020 121,184
Accounting income available for distribution:

-Relating to capital gains (87,225) -

-Excluding capital gains 3,673 .

(83,552) 34,978

Net element of income / (loss) and capital gains / (losses)
included in the prices of units issued less those in units
redeemed - transferred to Distribution Statement - 32,670

Distributions during the period - -

Undistributed income carried forward 91,468 188,832

Undistributed income carried forward comprises of:

- Realised Gain (57,299) (125)
- Unrealised Gain 148,767 188,957
91,468 188,832

The annexed notes from 1 to 13 form an integral part of these condensed interim financial statements.

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

Fwltmj/ﬁd | /g& r;?f.\&cw.g

Chief Executive Officer Chief Financial Officer Director

Alhamra Islamic Asset Allocation Fund (Formerly Pakistan International Element Islamic Asset Allocation Fund)




CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2017

Quarter ended

September 30,

CASH FLOWS FROM OPERATING ACTIVITIES

2016

Net (loss) / income for the period before taxation (78,609) 34,978
Adjustments for non-cash and other items:
Unrealised diminution on revaluation of
investments classified as 'held-for-trading’ - net 57,299 125
Provision for Workers' Welfare Fund - -
Net element of (income) included in prices of units issued less those
in units redeemed. (724)
(21,310) 34,379
(Increase) / decrease in assets
Receivable against sale of investments - (24,993)
Investments - net (289,383) 24,217
Dividend and profit receivable (4,708) (7,679)
Advances and deposits 8 252
(294,084) (8,203)
Increase / (decrease) in liabilities
Payable to Management Company 2,262 (33)
Payable to Central Depository Company of 33 26
Payable to Securities and Exchange Commission
of Pakistan - annual fee (724) (556)
Accrued expenses and other liabilities (716) 30,847
853 30,284
Net cash (used in) / generated
from operating activities (314,541) 56,460
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts from issuance of units 744,173 226,876
Payment on redemption of units (177,397) (94,658)
Net cash generted from financing activities 566,775 132,218
Net increase in cash and cash equivalents 252,234 188,678
Cash and cash equivalents at beginning of the period 846,966 133,896
Cash and cash equivalents at end of the period 1,099,200 322,574
The annexed notes from 1 to 13 form an integral part of these condensed interim financial statements.
For MCB-Arif Habib Savings and Investments Limited
(Management Company)
Chief Executive Officer Chief Financial Officer Director
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL INFORMATION (UN-AUDITED)

FOR THE QUARTER ENDED SEPTEMBER 30, 2017

2.1

211

21.2

2.1.3

214

2.15

LEGAL STATUS AND NATURE OF BUSINESS

Alhamra Islamic Asset Allocation Fund (formerly: Pakistan International Element Islamic Asset Allocation Fund) (the Fund)
was established under a Trust Deed executed between Arif Habib Investments Limited (the Management Company, "AHIL")
as Management Company and Central Depository Company of Pakistan Limited (CDC) as Trustee. The Trust Deed was
executed on December 14, 2005 and was approved by the Securities and Exchange Commission of Pakistan (SECP)
under the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC rules).

The Management Company of the Fund has been licensed to act as an Asset Management Company under the NBFC
rules through 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.

Pursuant to the merger of MCB-Asset Management Company 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 Fund is an open-ended mutual fund is listed on the Pakistan Stock Exchange Limited. The principal activity of the
Fund is to make investment in shariah compliant investments in securities or instruments both inside and outside Pakistan.
Units are offered for public subscription on a continuous basis. The units are transferable and can be redeemed by
surrendering them to the Fund. The Fund has been categorised as "Shariah compliant Asset Allocation” scheme by the
Board of Directors of the Asset Management Company in pursuant to Circular 7 of 2009 dated March 06, 2009 issued
by the SECP.

The Pakistan Credit Rating Agency (PACRA) Limited has assigned an asset manager rating of AM 2++ dated June 23,
2017 to the Management Company and has assigned stability rating of 4-Star dated June 15, 2017 to the Fund.

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

BASIS OF PREPARATION
Statement of compliance

This condensed interim financial information has been prepared in accordance with the approved accounting standards
as applicable in Pakistan for interim financial reporting. Approved accounting standards comprise of such International
Financial Reporting Standards (IFRSs) issued by the International Accounting Standards Board as are notified under the
Companies Act 2017, the requirements of the Trust Deed, the Non-Banking Finance Companies (Establishment and
Regulations) Rules, 2003 (the NBFC Rules), the Non-Banking Finance and Notified Entities Regulations, 2008 (the NBFC
Regulations) and the directives issued by the Securities and Exchange Commission of Pakistan (SECP). Wherever the
requirements of the Trust Deed, the NBFC Rules, the NBFC Regulations, Companies Act 2017 or the directives issued
by the SECP differ with the requirements of IFRSs, the requirements of the Trust Deed, the NBFC Rules, the NBFC
Regulations, Companies Act 2017 or the directives issued by the SECP prevail.

The Companies Act, 2017 was enacted on 30th May 2017 and is applicable with immediate effect. However, owing to the
practical difficulty being faced by the companies in the preparation of the Financial Statements Circular No. 17/ 2017 dated
October 06, 2017 issued by Institute of Chartered Accountants of Pakistan to be read with circular no. 23 of 2017 dated
October 04, 2017 issued by Securities and Exchange Commission of Pakistan (SECP) have notified that the companies
whose interim period ends on or before 31 December 2017, shall prepare their financial statements in accordance with
the provisions of the repealed Companies Ordinance, 1984.

These condensed interim financial statements do not include all the information and disclosures required in the annual
financial statements and should be read in conjunction with the financial statements of the Fund for the year ended June
30, 2017.

The comparatives in the condensed interim statement of assets and liabilities presented in the condensed interim financial
information as at 30 September 2017 have been extracted from the audited financial statements of the Fund for the year
ended 30 June 2017, where as the comparative in condensed interim income statement, condensed interim statement
of movement in unit holders' fund and condensed interim cash flow statement are extracted from unaudited condensed
interim financial information for the period ended 30 September 2016.

These condensed interim financial statements are unaudited and are presented in Pak rupees, which is the functional and
presentation currency of the Fund. Figures have been rounded off to the nearest thousand rupees unless otherwise
specified.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL INFORMATION (UN-AUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2017

341

3.2

4.

5.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted and the methods of computation of balances in the preparation of this condensed interim financial information are the same as
those applied in the preparation of the annual financial statements of the Fund for the year ended June 30, 2017 except for change in accounting policy as stated

The Securities and Exchange Commission of Pakistan through its SRO 756(1)/2017 dated August 3, 2017 has made certain amendments in the Non-Banking Finance
Companies and Notified Entities Regulations, 2008 (the NBFC Regulations, 2008). The notification includes a definition and explanation relating to "element of
income" and excludes the element of income from the expression "accounting income" as described in Regulation 63 (Amount distributable to unit holders) of the
NBFC Regulations, 2008. As per the notification, 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 revised regulations also specify
that element of income is a transaction of capital nature and the receipt and payment of element of income shall be 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
will be refunded on units in the same proportion as dividend bears to accounting income available for distribution. Furthermore, the revised regulations also require
certain additional disclosures with respect to 'Income Statement' and 'Statement of Movement in Unit Holders' Fund', whereas disclosure with respect to 'Distribution
Statement' has been deleted in the revised regulations.

Previously, an equalisation account called the 'element of income / (loss) and capital gains / (losses) included in prices of units issued less those in units redeemed'
was created, in order to prevent the dilution of per unit income and distribution of income already paid out on redemption. The element of income / (loss) and capital
gains / (losses) included in prices of units issued less those in units redeemed to the extent it was represented by distributable income earned during the year was
recognised in the income statement and the element of income / (loss) and capital gains / (losses) included in prices of units issued less those in units redeemed
represented by distributable income carried forward from prior period was included in the distribution statement.

As required by IAS 8 - Accounting Policies, Changes in Accounting Estimates and Errors, a change in accounting policy requires retrospective application as if that

policy had always been applied. However, the management has applied the above changes in accounting policy prospectively from July 01, 2017 as per clarification
issued by the Mutual Funds Association of Pakistan and, accordingly, corresponding figures have not been restated.

FINANCIAL RISK MANAGEMENT

The Fund's financial risk management objectives and policies are consistent with that disclosed in the financial statements
as at and for the year ended June 30, 2017.

(Unaudited) (Audited)
September 30, June 30,
2017 2017
Note ~  —-mmee- (Rupees in '000) ----------
INVESTMENTS
‘At fair value through profit or loss' - held-for-trading
- Equity securities - quoted 5.1 691,083 456,501
'Available-for-sale'
- Equity securities - quoted 5.2 187,881 196,421
878,963 652,922
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL INFORMATION (UN-AUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2017

(Unaudited) (Audited)
September 30, June 30,
2017 2017
Note = ----me- (Rupees in '000) ----------
6. ACCRUED EXPENSES AND OTHER LIABILITIES
Provision for Workers' Welfare Fund 6.1 7,622 7,622
Federal Exercise Duty and related taxes
payable on management fee 6.2 5,910 5,910
Federal Excise Duty and related taxes payable on sales load 1,136 1,136
Sale Load Payable MCB Bank Limited 56 1
Charity / donation payable 666 626
Auditors' remuneration 606 470
Zakat payable 14 12
Withholding tax payable 32 546
Brokerage payable 1,052 1,600
Other payables 538 425
17,632 18,348

6.1 Provision for Workers' Welfare Fund

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.

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 SECP.

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 and their CISs 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.
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In view of the above developments regarding the applicability of WWF and SWWF on CISs / mutual funds, MUFAP had
recommended the following to all its members on January 12, 2017:

i. "based on legal opinion, the entire provision against WWF held by the CISs till June 30 2015, to be reversed on January
12, 2017; and

ii. as a matter of abundant caution provision in respect of SWWF is being made on a prudent basis with effect from the
date of enactment of the Sindh WWF Act, 2014 (i.e., starting from May 21, 2015).

Accordingly, on January 12, 2017 the provision for WWF was reversed and the provision for SWWF was made for
the period from May 21, 2015 to January 12, 2017. Thereatfter, the provision for SWWF is being made on a daily basis
going forward.

The above decisions were communicated to the Securities and Exchange Commission of Pakistan (SECP) and the Pakistan
Stock Exchange Limited on January 12, 2017. The SECP vide its letter dated February 1, 2017 had 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, necessary adjustments in this respect were recorded in the books of
the Funds on January 12, 2017.

The provision for SWWF is now being made on a daily basis. Had the provision for SWWF not been recorded in the
financial statements of the Fund, the net asset value of the Fund as at June 30, 2017 would have been higher by Re.0.27
per unit (2017: 0.37 per unit).

6.2 Federal excise duty on Remuneration of Management Company

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

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 with effect from July 1, 2016. However, as a matter of abundant caution the provision for FED
made till June 30, 2016 amounting to Rs 5.910 million (2016: Rs 5.910 million) is being retained in the financial statements
of the Fund as the matter is pending before the Supreme Court of Pakistan. Had the provision for FED not been recorded
in the financial statements of the Fund, the net asset value of the Fund as at September 30, 2017 would have been higher
by Re 0.25 per unit (2017: Re 0.29 per unit).

7. CONTINGENCIES AND COMMITMENTS
There were no contingencies and commitments as at September 30, 2017.
8 TAXATION

The Fund is exempt from taxation under clause 99 of the Part | of the 2nd Schedule of the Income Tax Ordinance, 2001,
subject to the condition that not less than 90% of its accounting income for the year as reduced by capital gains whether
realised or unrealised is distributed amongst the unit holders, provided that for the purpose of determining distribution of
not less than 90% of its accounting income for the year, the income distributed through bonus units shall not be taken
into account. Furthermore, as per Regulation 63 of the Non-Banking Finance Companies and Notified Entities Regulations,
2008, the Fund is required to distribute 90% of the net accounting income other than capital gains to the unit holders.

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. The management intends to distribute at least 90% of the income earned
during the year by the Fund to the unit holders. Accordingly, no provision has been made in this condensed interim financial
statement.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL INFORMATION (UN-AUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2017

9 EARNINGS PER UNIT

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

10 TOTAL EXPENSE RATIO
"The Total Expense Ratio (TER) of the Fund as at September 30, 2017 is 0.88% 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 4% prescribed under the NBFC Regulations for a collective investment scheme categorised as an Asset Allocation.
11  TRANSACTIONS WITH CONNECTED PERSONS / RELATED PARTIES

Details of transactions and balances at period end with related parties / connected persons, other than those which have
been disclosed elsewhere in these financial statements, are as follows:
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL INFORMATION (UN-AUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2017

11.2 TRANSACTIONS WITH CONNECTED PERSONS / RELATED PARTIES

Details of transactions and balances at period end with related parties / connected persons, other than those which have
been disclosed elsewhere in these financial statements, are as follows:

Quarter Ended
September 30,
2017 2016
--- (Rupees in '000) ---

Transactions during the period:

MCB Arif Habib Savings and Investments
Limited - Management Company
Remuneration of management

company including indirect taxes 9,466 5,238
Expenses allocated by Management

Company and related sales tax 473 268
Shariah advisory fee 225 230
Marketing and selling expense 1,675

Central Depository Company of

Pakistan Limited - Trustee
Remuneration 758 535
CDC Settlement charges 140 43

Group / Associated Companies

MCB Bank Limited
Bank charges 10 4
Arif Habib Limited *

Brokerage expense 64 96

Next Capital Limited *
Brokerage expense 6 91

Pakgen Power Limited
Dividend income - 723

Lalpir Power Limited
Dividend income - 303
* The amount disclosed represents the amount of brokerage paid to connected persons and not the purchase or sale value

of securities transacted through them. The purchase or sale value has not been treated as transactions with connected persons
as the ultimate counter-parties are not connected persons.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL INFORMATION (UN-AUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2017

11.3

Amounts outstanding as at period / year end:

MCB Arif Habib Savings and Investments
Limited - Management Company

Remuneration payable

Sales tax on management fee

Expenses payable to Management Company

Marketing and selling expenses

Sales load payable

Sale tax payable on sale load

Back end load payable

Shariah advisory fee

Central Depository Company of Pakistan Limited - Trustee
Remuneration and related sales tax payable
Security deposit

Group / Associated Companies

MCB Bank Limited
Balance with bank
Sales load payable

Arif Habib Limited *
Brokerage payable

Next Capital Limited *
Brokerage payable

D.G. Khan Cement
Shares held: 57,000 shares (2017: Nil shares)

Packages Limited
Shares held: 350 shares (2017: Nil shares)

Nishat Mills Limited
Shares held: 338,900 shares (2017: 103,900 shares)

Mughal Iron & Steel
Shares held:101,500 shares (2017: Nil shares)

Sui Northern Gas Limited
Shares held:347,000 shares (2017: Nil shares)

(Unaudited) (Audited)
September 30, June 30,
2017 2017

3,060 2,478
398 322
291 123
3,268 1,593
410 754
53 98
74
150 75
(Unaudited) (Audited)
September 30, June 30,
2017 2017

266 233

9 200

9,552 50,442

56 1

63 95

- 182

8,371 -

202 -

49,174 16,487
5,808
46,449
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL INFORMATION (UN-AUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2017

12 GENERAL

Certain prior year's / period's figures have been reclassified for the purpose of comparison. However, there were no material
reclassifications to report.

13 DATE OF AUTHORISATION FOR ISSUE

These condensed interim financial statements were authorised for issue on 20th October, 2017 by the Board
of Directors of the Management Company.

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

e &} s S

Chief Executive Officer Chief Financial Officer Director
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