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Vision
To become synonymous with Savings.
Mission

To become a preferred Savings and Investment
Manager in the domestic and regional markets,
while maximizing stakeholder’s value.

Core Values

The Company takes pride in its orientation towards
client service. It believes that its key success
factors include continuous investment in staff,

systems and capacity building and its insistence
on universal best practices at all times.
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DIRECTORS’ REPORT
FOR THE QUARTER ENDED SEPTEMBER 30, 2020

The Board of Directors of MCB-Arif Habib Savings and Investments Limited (MCBAH) are
pleased to present Report on the affairs of MCBAH for the quarter ended September 30, 2020.

PRINCIPAL BUSINESS

The Company is a Non-Banking Finance Company, licensed as an Asset Management Company,
Investment Advisor and Pension Fund Manager under the Securities and Exchange Commission
of Pakistan's regulatory regime.

THE BUSINESS ENVIRONMENT
Economy and Money Market Review

The start to fiscal year 2021 (FY21) has been promising as economic activities have started
to pick up as lockdowns have been lifted in general across the Country. The economic recovery
has been sharper than expectations as lagged impact of monetary easing, pent up demand and
higher remittances have provided impetus to economic growth. We now expect economic growth
to be higher than general estimates. Government had initial expectations of lower industrial
growth (targeting a growth of 0.1 per cent Year on Year (YoY)) due to Covid-19, which we now
believe would be better than expectations as cyclical sectors have seen a reversal in their
fortunes.

Cement sector saw an impressive growth in local dispatches as they witnessed a growth of 19
per cent YoY in the first quarter of FY21. Sales of two wheeler units rose at a more impressive
rate of 22 per cent YoY reflecting on the vibrancy of middle class economic dynamics. Similarly,
the demand of white petroleum products increased by 6 per cent YoY during the quarter implying
a broad based recovery in economy. While Large Scale Manufacturing (LSM) number of only
one month have been released for this fiscal year (up 5 per cent YoY), we expect it to grow at
high single digit in the first quarter.

Current account deficit posted a surplus of USD 805 million in the first two months of fiscal year
compared to a deficit of USD 1,214 million in the corresponding period of the last year. The
improvement came in primarily on the back of higher remittances which grew at a stupendous
rate of 31 per cent in the first two months and at a similar rate in the first quarter. Foreign
exchange reserves of Central Bank saw a nominal increase of USD 100 million during the
quarter due to improved balance of payment position.

Inflation remained an Achilles heel for the Government as rising food prices continued to create
challenges for policy makers. Headline inflation represented by Consumer Price Index (CPI)
averaged 8.8 per cent YoY during the quarter, with food inflation averaging 15.1 per cent YoY
during the period. The prices of perishable food items along with the price of wheat continued
to advance higher as supply side disruptions and mismanagement caused the prices to soar.
Nevertheless, core inflation as measured by Non Food Non Energy (NFNE) was still controlled
and averaged 6.6 per cent for the period. The Monetary Policy Committee (MPC) conducted
one monetary policy during the quarter and maintained status quo after successive cuts in
previous meetings. While real interest rates remained negative, the Central Bank was cautious
with regards to demand side pressures owing to Covid-19.

As the economy started to open up, tax collection also improved and grew by 5 per cent during
the quarter, returning to the positive zone after a span of 4 months. FBR collected record 1,004
billion in taxes, surpassing the target by approximately PKR 40 billion during the quarter.

Yield curve started to slope upward after inflation continued to disappoint investors. The Central
Bank also raised its expectation of inflation as discussed in the minutes of MPC. It now expects
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FOR THE QUARTER ENDED SEPTEMBER 30, 2020

it to fall in the upward range of 7-9 per cent compared to earlier expectations of inflation falling
in the lower range. Three Years (3Y), Five Years (5Y) and Ten Years (10Y) bonds saw a rise
of 76 basis points (bps), 102 bps and 106 bps respectively during the period.

Equity Market Review

The benchmark KSE-100 index started off the fiscal year 2021 with flying colors as it closed
the first quarter as the best performing equity index in the world exhibiting a massive surge of
approximately 17.9 per cent. With record low interest rates, stock market remained exuberant
as flows from local investors kept the index roaring. Foreigners continued to offload as they
sold stocks worth of near USD 106 million, while on the local front Individuals and Mutual Funds
added about USD 108/26 million respectively to their positions. During the quarter, average
trading volumes saw a massive rise to 500 million shares compared to about 205 million shares
during the preceding quarter. Similarly, average trading value during the quarter saw an exorbitant
uptick of 133 per cent Quarter on Quarter (QoQ) to near PKR 17.5 billion.

Cement, Chemical and Automobile were the major outperformers as they posted returns of 35
per cent /26 per cent /25 per cent respectively. Record cement dispatches along with rising
cement prices continued to provide traction to cement stocks. The announcements related to
the Naya Pakistan Housing Project also acted as stimuli to the positive sentiments in the cement
sector. Similarly, chemical sector also remained in limelight owing to rising construction activities,
along with a recovery in textile sector. Moreover, Autos garnered attention as renewed demand
of passenger cars and two wheelers brought life in the sector.

Economy & Market - Future Outlook

Gross Domestic Product (GDP) growth for FY21 is projected at 2.1 per cent by Government
and various institutions. Pakistan has essentially survived the first wave of pandemic, as number
of daily cases (within 1000) have reduced to one-sixth of the peak daily cases (about 6000)
witnessed during early June. Generally, economy appears to now operating close to pre-covid
levels as cyclical sectors have geared up after record monetary easing. We expect growth to
fare better than general expectations as industrial growth has revived much earlier than our
anticipation. We expect economic growth to recover well above 2.1 per cent.

Balance of Payment worries are over for now as Current Account Deficit (CAD) has adjusted
to reasonable level since the policy actions taken by the Central Government. Global economy
has started to recover and the news flow suggests that the exports are gaining momentum.
Remittances have also been far above the general expectations and in fact 31 per cent YoY
growth in the first quarter has surprised everyone. Even accounting for a 5 per cent decline in
remittances from here onwards, the overall situation will remain in comfortable zone. We expect
CAD to settle near 1.2 per cent of GDP in the FY21, which can be easily financed via flows from
foreign investments and debt flows. Swift continuation of International Monetary Fund (IMF)
program will be a key prerequisite to keep the financial account in positive zone. With the current
scenario, we expect foreign exchange reserves to further increase by USD 2 billion during the next
year, which will help alleviate any pressure on currency.

Inflation has exceeded our earlier expectations as food prices have sky rocketed. We expect
CPI to average 9.1 per cent for FY21, slightly higher than the expected range (7.0-9.0) of Central
Bank. However, the inflation trajectory would remain close to 8 per cent over the next few months
and would move near double digits by the end of the fiscal year due to the low base effect.
Thus, Central Bank may consider to adjust the interest rates in the second half of the fiscal
year. However, the quantum of adjustment will depend on the balance of payment and economic
situation at that time.
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From capital market perspective, particularly equities, we are getting a much clearer picture
now. As covid curve continues to flatten out, the valuations are catching up with historical norms.
Barring a second wave of the virus, we think equities have a lot to offer to the investors. Market
cap to GDP ratio is at 17.5 per cent, still at a discount of 33 per cent from its historical average.
Similarly, risk premiums are close to 3.4 per cent, compared to historical average of 0.9 per
cent signifying decent upside for long term investors. We believe a micro view of sectors and
stock will remain more important this year and investment selection should focus on companies
which trade at a deep discount to their intrinsic value. Similarly, focus should also revert back
to companies that are expected to exhibit stellar earnings growth over the medium term.

For debt holders, we expect Money Market Funds to continue to seamlessly mirror policy rates
throughout the year. On the other hand, Government bonds have priced in the anticipated yield
curve. We remain cautious at the current levels of bond yields and would continue to monitor
the data points to capitalize on opportunities.

Mutual Fund Industry Review

The Net Assets of the open end mutual fund industry increased by about 14.3 per cent to PKR
848 billion at the end of 1QFY21 compared to end of 4QFY20. Money market funds and Fixed
Income funds experienced an influx of investment as the status quo of interest rates was
maintained by the Central Bank throughout the quarter. Total money market funds grew by
about 41 per cent since June 2020. Within the money market sphere, the conventional funds
dominated as they grew by about 13 per cent to PKR 233 billion. In addition, the total fixed
Income funds increased by about 18 per cent since June 2020, as the shariah compliant funds
grew by 15 per cent to near PKR 126 billion. The appetite for risk assets ignited in the post
lockdown scenario as the aggregate demand boosted. Equity and related funds surged rapidly
by 20 per cent from PKR 224 billion to PKR 268 billion over the quarter. Most of the rise in
AUMs can be attributed to a positive uptick in the market that was up 26 per cent YoY owing
to favorable investor sentiments.

In terms of the segment share, Money Market funds were the leader with a share of around 41
per cent, followed by Equity and Equity related funds with a share of 32 per cent and Income
funds having a share of 26 per cent as at the end of 1QFY21.

Mutual Fund Industry Outlook

Record decline in interest rates have reinstated the confidence in risk asset classes. We expect
liquidity to gear up towards equity and related funds. The sustainability of liquidity will however
depend on how the economy transitions through this phase of pandemic. Our operations
remained seamless and given our competitive edge due to aggressive investment in digital
access and online customer experience, the environment provides an opportunity with growing
number of investors available online.

COMPANY's PERFORMANCE REVIEW

In the month of October 2020, the Company achieved highest Asset Manager Rating of AM1.
The rating reflects the Company's positioning as one of the leading players in the Asset
Management Companies; supported by strong control environment, structured Investment
processes, good governance framework and qualified management team.

In continuation with strong closing of FY 2019-2020, the first quarter of 2020-2021 also started
with success. In comparison to the corresponding period, the Company witnessed significant
growth and AUMs of the Company increased by Rs. 11 billion and the AUMs closed at Rs. 120
billion compared to AUMs of Rs. 109 billion. The increased AUMs resulted positively and the
Company earned Rs. 174 million compared to Rs. 154 million in the corresponding period.
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Moreover, during the first quarter due to active fund management, the Company was able to
earn Rs. 74 million on investment income compared to Rs. 3.8 million in the corresponding
period.

An increase in management fee coupled with active fund management and expense rationalization
resulted in Company earning profit after tax of Rs. 114 million compared to Rs. 12.8 million
in the corresponding period. The earnings per share of first quarter of FY 2020-2021 is Rs. 1.58
as compared to Re. 0.18 per share in the previous corresponding period.

In its pursuit to rationalize operating costs, during the first quarter, the Company shifted one of
its branches and relocated another which would further improve the profits of the Company.
Moreover, the management is hopeful that with the Company achieving highest Asset Manager
Rating, the Company would be able to further increase the AUMs contributing to the revenue
growth and profitability.

During the quarter, the Company also launched its first shariah compliant money market fund
under the brand of Alhamra. To facilitate the increasing requirements of the investors interested
in investing in the shariah compliant money market fund, the Company decided to convert MCB
Pakistan Frequent Payout Fund and named it Alhamra Islamic Money Market Fund.

ACKNOWLEDGEMENT

The Directors would like to express their deep appreciation to the shareholders who have
consistently demonstrated their confidence in the Company. We would also like to place on
record our sincere appreciation for the commitment, dedication and innovative thinking put in
by each individual of the Company and are confident that they will continue to do so in the
future.

For and on behalf of Board

ke 7

Muhammad Saqib Saleem Nasim Beg
Chief Executive Officer Director/Vice Chairman
Karachi: October 23, 2020
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CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION
AS AT SEPTEMBER 30, 2020

(Unaudited) (Audited)
30 September 30 June
Note 2020 2020
(Rupees)
ASSETS
Non-current assets
Fixed assets 4 380,828,103 401,747,361
Long-term investments 5 583,016,772 533,563,426
Long-term loans and prepayments 13,408,547 7,062,588
Long-term deposits 4,604,903 5,289,229
981,858,325 947,662,604

Current assets
Receivable from related parties 7 563,439,558 537,446,025
Loans and advances 16,295,194 4,201,445
Deposits, prepayments and other receivables 39,893,566 30,508,123
Accrued mark-up 23,458 24,966
Short-term investments 6 709,097,791 661,620,881
Advance tax - net of provisions 8 50,803,184 64,293,766
Cash and bank balances 9 26,509,722 19,814,591

1,406,062,473 1,317,909,797
Total assets 2,387,920,798 2,265,572,401
EQUITY AND LIABILITIES
Share capital and reserves
Authorized share capital
72,000,000 (2019: 72,000,000) ordinary shares of Rs. 10 each 720,000,000 720,000,000
Issued, subscribed and paid-up share capital 720,000,000 720,000,000
Reserves 944,776,270 830,695,426
Total equity 1,664,776,270 1,550,695,426
LIABILITIES
Non-current liabilities
Deferred tax liability - net 63,268,563 55,968,562
Lease liability against right-of-use assets 10 29,166,058 33,454,709
Current liabilities
Unclaimed dividend 4,586,000 4,586,000
Current Portion of lease liability against right-of-use assets 24,255,494 27,191,338
Trade and other payables 11 601,868,413 593,676,366
Total liabilities 723,144,528 714,876,975
Total equity and liabilities 2,387,920,798 2,265,572,401

CONTINGENCIES AND COMMITMENTS 16

The annexed notes 1 to 21 form an integral part of this condensed interim financial information.

i ﬁﬁn 2 7

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM PROFIT AND LOSS ACCOUNT (UNAUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2020

Quarter ended

Note September 30, September 30,
2020 2019
(Rupees)
Revenue
Management fee / Investment advisory fee 12 174,230,705 153,742,952
Processing and other related income 4,855,824 6,373,643
Profit on bank deposits 378,523 954,482
Dividend income 5,900,300 1,670,212
Realized gain on sale of investments - net 7,352,465 10,589,434
Unrealized gain / (loss) on re-measurement of
investments classified as ' FVTPL' - net 60,781,298 (8,412,334)
253,499,115 164,918,389
Expenses
Administrative expenses 13 (91,161,812) (104,953,760)
Selling and distribution expenses 14 (15,980,557) (32,049,258)
Financial charges (1,502,738) (1,026,801)
Workers' welfare fund (3,000,000) (700,000)
(111,645,107) (138,729,819)
141,854,008 26,188,570
Other income 727,945 298,221
Other expenses - -
Profit for the quarter before taxation 142,581,953 26,486,791
Taxation 15 (28,501,109) (13,610,824)
Profit for the quarter after taxation 114,080,844 12,875,967
Earning per share - basic and diluted 1.58 0.18

The annexed notes 1 to 21 form an integral part of this condensed interim financial information.

Vst ﬁﬁn ”“H,f

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM STATEMENT OF OTHER COMPREHENSIVE INCOME (UNAUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2020

Quarter ended

September 30, September 30,
Note 2020 2019
(Rupees)
Profit for the quarter after taxation 114,080,844 12,875,967
Other Comprehensive income for the quarter - -
Total comprehensive (loss) / profit for the quarter 114,080,844 12,875,967

The annexed notes 1 to 21 form an integral part of this condensed interim financial information.

Vst ﬁﬁn ”“H,f

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM CASH FLOW STATEMENT (UNAUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2020

Quarter ended
September 30, September 30,
2020 2019
(Rupees)
CASH FLOW FROM OPERATING ACTIVITIES
Profit for the period before taxation 142,581,953 26,486,791
Adjustments for non cash and other items:
Depreciation 6,359,338 8,431,405
Financial Charges 1,502,738 903,137
Depreciation on right-of-use assets 8,228,190 3,269,553
Amortisation 3,162,546 2,180,551
Capital (loss) / gain on sale of investments - net (7,352,465) (10,589,434)
Loss / (Gain) on fixed assets (33,113) -
Unrealised appreciation on re-measurement of investments
classified as ' FVTPL' (60,781,298) 8,412,334

(48,914,065) 12,607,546

93,667,888 39,094,337
WORKING CAPITAL CHANGES
(Increase) / decrease in current assets
Receivable from related parties (25,993,533) (14,879,839)
Loan and advances (12,093,749) (1,325,350)
Deposits, prepayments and other receivables (9,385,443) (7,705,725)
Accrued mark-up 1,508 -

(47,4711,217) (23,910,914)
(Decrease) / increase in current liabilities
Trade and other payables 16,592,047 93,982,228
NET CASH USED IN WORKING CAPITAL CHANGES (30,879,170) 70071314
CASH GENERATED FROM OPERATIONS 62,788,718 109,165,651
Payment for the period for Income tax, rent & others - (25,850,602)
Income tax paid (16,682,385) -
NET CASH GENERATED / USED IN FROM OPERATING ACTIVITIES 46,106,333 83,315,049
CASH FLOW FROM INVESTING ACTIVITIES
Fixed capital expenditure (2,608,360) (724,572)
Additions in capital work in progress - -
Proceeds from sale of property and equipments 5,336,100 -
Investment made - net (28,796,487) (26,250,502)
Long term loans and receivables (5,661,633) (1,624,660)
NET CASH USED IN / GENERATED FROM INVESTING ACTIVITIES (31,730,380) (28,5699,735)
CASH FLOWS FROM FINANCING ACTIVITIES
Dividend paid - -
Financial Charges paid (88,638) -
Payment of lease liability against right-of-use assets (7,592,183) -
NET CASH GENERATED FROM FINANCING ACTIVITIES (7,680,822) -
NET DECREASE / INCREASE IN CASH AND CASH EQUIVALENTS 6,695,131 54,715,314
Cash and cash equivalents at the beginning of the period 19,814,591 23,165,617
Cash and cash equivalents at the end of the period 26,509,722 77,880,932
The annexed notes 1 to 21 form an integral part of this condensed interim financial information. i

o
d . £ T—
q}:"j‘,‘?/ - : /
Chief Executive Officer Chief Financial Officer Director
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NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION (UNAUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2020

1 LEGAL STATUS AND NATURE OF BUSINESS

1.1 MCB-Arif Habib Savings and Investments Limited ("the Company") was incorporated in the name
of Arif Habib Investment Management Limited (AHIML) on 30 August 2000 as an unquoted public
limited company under the requirements of the Companies Ordinance, 1984. During 2008, AHIML
was listed on the Karachi Stock Exchange Limited (now integrated into the Pakistan Stock Exchange
Limited) by way of offer for sale of shares by a few of its existing shareholders to the general public.
In the same financial year, the name of AHIML was changed from "Arif Habib Investment Management
Limited" to "Arif Habib Investments Limited" (AHIL). On 19 January 2011, a transfer agreement
was signed between Arif Habib Corporation Limited (AHCL) [the then parent of AHIL] and MCB
Bank Limited (MCB Bank) [the then parent of MCB Asset Management Company Limited (MCB
AMC)] for transfer of the entire business of MCB AMC to AHIL to achieve synergies in business
and to access a wider distribution network. The scheme of amalgamation ("the Scheme") was
approved by the shareholders of AHIL and MCB AMC in their respective extraordinary general
meetings held on 21 May 2011. The Scheme was also approved by the Securities and Exchange
Commission of Pakistan (SECP) with the effective date of amalgamation being 27 June 2011 (the
effective date). In accordance with the terms contained in the Scheme, the Company became a
subsidiary of MCB Bank Limited from the end of the year ended 30 June 2011 which owns 51.33%
ordinary shares in the Company till date. Pursuant to the merger of MCB AMC with and into AHIL,
the name of AHIL has been changed to MCB - Arif Habib Savings and Investments Limited, effective
from 23 May 2013.

1.2 The Company is registered as a Pension Fund Manager under the Voluntary Pension System
Rules, 2005 and as an Asset Management Company and an Investment Advisor under the Non-
Banking Finance Companies (Establishment and Regulation) Rules, 2003.

1.3 The registered office of the Company is situated at 2nd Floor, Adamjee House, I.I. Chundrigar
Road, Karachi, Sindh, Pakistan.

1.4 The Company was assigned an Asset Manager rating of AM1 (September 2019: AM2++) by

Pakistan Credit Rating Agency Limited (PACRA). The rating was determined by PACRA on October
06, 2020. Currently, the Company is managing the following funds under its management:

Net assets value as at

September 30, June 30,
2020 2020
(Unaudited) (Audited)
Open-end Collective Investment Schemes (CISs) Note =eeeee- Rupees in million --—-----
Pakistan Income Fund 2,196 2,076
MCB Pakistan Stock Market Fund 11,492 8,804
MCB Pakistan Sovereign Fund 14.1 1,519 1,816
Pakistan Capital Market Fund 471 415
Pakistan Cash Management Fund 1,739 3,693
Pakistan Income Enhancement Fund 784 707
MCB Pakistan Asset Allocation Fund 1,408 1,299
MCB DCF Income Fund 3,807 4,033
MCB Cash Management Optimizer 29,901 28,106
Alhamra Islamic Money Market Fund 1,531 152
(Formerly: MCB Pakistan Frequent Payout Fund)
Alhamra Islamic Asset Allocation Fund 2,388 1,964
Alhamra Islamic Stock Fund 3,338 2,656
Alhamra Islamic Income Fund 7,258 4,442
Alhamra Islamic Active Asset Allocation Fund Plan - | 307 341
Alhamra Islamic Active Asset Allocation Fund Plan - Il 163 177
Alhamra Daily Dividend Fund 2,474 3,237
Pension Funds
Pakistan Pension Fund 1,821 642
Alhamra Islamic Pension Fund 1,178 540

MCB Arif Habib Savings and Investments Limited




NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION (UNAUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2020

1.4.1 MCB Pakistan Frequent Payout Fund (An Open-ended Asset Allocation Scheme) has been renamed
as Alhamra Islamic Money Market Fund (An Open ended Shariah Compliant Money Market Scheme)
with effect from August 21, 2020 (Date of Conversion).

Discretionary portfolio 48,893 42,550

The Company is also managing investments under discretionary portfolio management agreements,
the details of which are given below:

30 September 30 June
2020 2020
(Unaudited) (Audited)
Number of clients 57 36
Total portfolio at cost (Rs. in millions) 40,807 36,853
Total portfolio at market value (Rs. in millions) 41,472 35,426

30 September 30 September
2020 2019

(Unaudited) (Unaudited)

Fee earned (Rs. in millions) 4 8

1.5 Inaccordance with the requirements of Rule 9 of the Non-Banking Finance Companies (Establishment
and Regulation) Rules, 2003, the Company has obtained insurance coverage from Jubilee General
Insurance Company Limited against any loss that may be incurred as a result of employees' fraud
or gross negligence. The insurance company has been assigned a credit rating of AA+ by the
Pakistan Credit Rating Agency Limited (PACRA) (latest available rating).

1.6 Summary of significant events during the quarter
COVID-19 and its impact has already been disclosed in annual financial statements June 30, 2020.
2 BASIS OF PRESENTATION
21 Statement of compliance
a) These financial statements have been prepared in accordance with the accounting and reporting
standards as applicable in Pakistan. The accounting and reporting standards applicable in Pakistan

comprise of:

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

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

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

Where provisions of and directives issued under the Companies Act, 2017, part VIIA of the repealed
Companies Ordinance, 1984, the NBFC Rules and the NBFC Regulations differ from the IFRS,
the provisions of and directives issued under the Companies Act, 2017, part VIIIA of the repealed
Companies Ordinance, 1984, the NBFC Rules and the NBFC Regulations have been followed.

b) The disclosures made in these condensed interim financial information have, however, been limited
based on the requirements of the International Accounting Standard (IAS) 34: 'Interim Financial

MCB Arif Habib Savings and Investments Limited




NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION (UNAUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2020

2.2

23

31

3.2

3.3

3.4

Reporting'. These condensed interim financial statements 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 Company for the year ended 30 June 2020.

The comparative condensed interim statement of financial position presented in these condensed
interim financial statements have been extracted from the audited annual financial statements of
the Company for the year ended 30 June 2020, whereas, the comparative condensed interim
statement of profit or loss, condensed interim statement of comprehensive income, condensed
interim statement of cash flows and condensed interim statement of changes in equity are extracted
from the unaudited condensed interim financial statements for the period ended 30 September
2019.

These condensed interim financial statements are unaudited.

The company has made investments in mutual funds established under trust structure. As per
SECP notification SRO 56(1)/ 2016 dated January 28, 2016, the requirements of consolidation
under section 237 of the repealed Companies Ordinance, 1984 (section 228 of the Companies
Act, 2017) and IFRS 10 is not applicable in case of investment by companies in mutual funds
established under trust structure. Accordingly, the mutual funds are not being consolidated by the
Company.

Basis of measurement

These condensed interim financial statements have been prepared on the basis of historical cost
convention, except those financial asset that have been carried at fair values in accordance with
the requirement of International Financial Reporting Standards (IFRS) 9.

Functional and presentation currency

These condensed interim financial statements are presented in Pakistani Rupee which is the
Company's functional and presentation currency.

SIGNIFICANT ACCOUNTING AND RISK MANAGEMENT POLICIES, ESTIMATES, ASSUMPTIONS
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 Company for the year ended June 30, 2020, except for the adoption of new standards
effective as of 1 July 2020 as referred to in note 3.3 to these condensed interim financial statements.

Standards, interpretations and amendments to published approved accounting standards

There were certain amendments to approved accounting standards that have been published and
are mandatory for the Company's accounting period beginning on or after July 01, 2020 are
consistent with those disclosed in the yearly published audited financial statements of the Company
for the year ended June 30, 2020.

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

There are certain standards, amendments to the approved accounting standards and interpretations
that are mandatory for the Company’s accounting periods beginning on or after July 1, 2020 but
are considered not to be relevant or to have any significant effect on the Company’s operations
and are, therefore, not detailed in these financial statements.

Critical accounting estimates and judgments

The preparation of condensed interim financial statements requires management to make judgments,
estimates and assumptions that affect the application of accounting policies and the reporting

MCB Arif Habib Savings and Investments Limited 22




NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION (UNAUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2020

amounts of assets, liabilities, income and expenses. The estimates and associated assumptions
are based on historical experience. Actual results may differ from these estimates.

The significant estimates, judgements and assumptions made by the management in applying the
accounting policies and the key sources of estimation uncertainty were the same as those that
applied to the annual financial statements as at and for the year ended June 30, 2020.

3.5 Financial risk management

The financial risk management objectives and policies are consistent with those disclosed in the
annual published audited financial statements of the Company for the year ended June 30, 2020.

30 September 30June
2020 2020
4 FIXED ASSETS Note ~  -==------ (Rupees)---------
Property and equipment 4.1 36,956,198 45,363,804
Intangible assets 42 292,336,132 295,498,678
Right-of-use assets 4.3 51,535,773 60,884,879

380,828,103 401,747,361

4.1 Property and equipment
30 September 2020

Computers Office Furniture Leasehold Vehicles Total
equipment and fixtures improvements

(Rupees)
As at1July 2020
Cost 55,234,935 28,793,272 17,221,864 45,978,793 4,237,270 151,466,134
Accumulated depreciation (35,925,068)  (21,960,664)  (9,542,085) (24,138,932) (1,328,060) (92,894,810)
Accumulated Impairment losses - (561,390)  (3,248,387) (9,397,744) - (13,207,521)
Net book value 19,309,867 6,271,218 4,431,392 12,442,117 2,909,210 45,363,804
Quarter ended 30 September 2020
Opening net book value 19,309,867 6,271,218 4,431,392 12,442,117 2,909,210 45,363,804
Additions during the year 2,261,380 346,980 - - - 2,608,360
Disposals during the year
Cost - (5,147,989)| (4,190,108)] (13,002,140) - (22,340,237)
Accumulated depreciation - 3,893,789 2,389,670 7,130,213 - 13,413,672
Accumulated impairment losses - 561,390 870,267 2,838,280 - 4,269,937
- (692,810) (930,171) (3,033,647) - (4,656,628)
Impairment during the year - - - - - -
Depreciation for the year (2,253,471) (863,856) (648,795) (2,328,386) (264,829) (6,359,338)
Closing net book value 19,317,776 5,061,532 2,852,426 7,080,085 2,644,380 36,956,198
As at 30 September 2020
Cost 57,496,315 23,992,263 13,031,756 32,976,653 4,237,270 131,734,257
Accumulated depreciation (38,178,540)  (18,930,731)  (7,801,211)  (19,337,105)  (1,592,890) (85,840,475)
Accumulated impairment losses - (0) (2,378,120) (6,559,464) - (8,937,584)
Net book value 19,317,776 5,061,532 2,852,426 7,080,085 2,644,380 36,956,198
Depreciation rates (% per annum) 25% 20% - 50% 10% 10% 25%
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NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION (UNAUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2020

30 June 2020
Computers Office Furniture Leasehold Vehicles Total
equipment and fixtures improvements
(Rupees)
Asat1July2019
Cost 50,316,668 28,800,538 18,742,110 77,725,699 1,794,000 177,379,015
Accumulated depreciation (28,563,408)  (17,892,956)  (5,263,945) (18,215,474) (523,250) (70,459,033)
Accumulated impairment losses - - (3,008,277) (27,237,796) - (30,246,073)
Net book value 21,753,260 10,907,582 10,469,887 32,272,429 1,270,750 76,673,909
Year ended 30 June 2020
Opening net book value 21,753,260 10,907,582 10,469,887 32,272,429 1,270,750 76,673,909
Additi ing th ,996, 13, - 2,
dditions during the year 5,996,985 3,000 532,868 2443270 8,986,123
Disposals during the year
Cost (1,078,718) (20,266)] (1,520,246)| (32,279,774) - (34,899,004)
Accumulated depreciation 1,061,888 20,266 406,097 10,301,442 - 11,789,693
Accumulated impairment losses - - 630,158 20,678,332 - 21,308,490
(16,830) - (483,991)  (1,300,000) - (1,800,821)
Impairment during the year - (561,390) (870,267) (2,838,280) - (4,269,937)
Depreciation for the year (8,423,548) (4,087,974)  (4,684,238)  (16,224,900) (804,810) (34,225,470)
Closing net book value 19,309,867 6,271,218 4,431,392 12,442,117 2,909,210 45,363,804
As at 30 June 2020
Cost 55,234,935 28,793,272 17,221,864 45,978,793 4,237,270 151,466,134
Accumulated depreciation (35,925,068)  (21,960,664)  (9,542,085) (24,138,932) (1,328,060)  (92,894,810)
Accumulated Impairment losses - (561,390)  (3,248,387) (9,397,744) - (13,207,521)
Net book value 19,309,867 6,832,608 4,431,392 12,442,117 2,909,210 45,363,804
Depreciation rates (% per annum) 25% 20%-50% 10% 10% 25%
4.2 Intangible assets 30 September 2020
Computer Goodwill Management Total
software rights
------------------ (Rupees) === =--=--ccumunn--
As at 1 July 2020
Cost 82,473,074 82,126,933 192,000,000 356,600,007
Accumulated amortization (61,101,329) - - (61,101,329)
Net book value 21,371,745 82,126,933 192,000,000 295,498,678
Quarter ended 30 September 2020
Opening net book value 21,371,745 82,126,933 192,000,000 295,498,678
Additions during the year - - - -
Amortization for the year (3,162,546) - - (3,162,546)
Closing net book value 18,209,199 82,126,933 192,000,000 292,336,132
As at 30 September 2020
Cost 82,473,074 82,126,933 192,000,000 356,600,007
Accumulated amortization (64,263,875) - - (64,263,875)
Net book value 18,209,199 82,126,933 192,000,000 292,336,132

Amortization rates (% per annum) 25%
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NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION (UNAUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2020

4.3

4.4

30 June 2019

Computer Goodwill Management Total
software rights

------------------ (Rupees) = - === === enmomonnn
As at 1 July 2019
Cost 82,095,045 82,126,933 192,000,000 356,221,978
Accumulated amortization (47,937,250) - - (47,937,250)
Net book value 34,157,795 82,126,933 192,000,000 308,284,728
Year ended 30 June 2020
Opening net book value 34,157,795 82,126,933 192,000,000 308,284,728
Additions during the year 378,029 - - 378,029
Amortization for the year (13,164,079) - - (13,164,079)
Closing net book value 21,371,745 82,126,933 192,000,000 295,498,678
As at 30 June 2020
Cost 82,473,074 82,126,933 192,000,000 356,600,007
Accumulated amortization (61,101,329) - - (61,101,329)
Net book value 21,371,745 82,126,933 192,000,000 295,498,678
Amortization rates (% per annum) 25%

30 September 30June
2020 2020

Right of useassets ~  ceeneaans (Rupees)--=---=----
Opening Balance 60,884,879 30,513,482
Additions / (Deletions) during the year (1,120,916) 57,445,375
Amortization cost charged to profit and loss account (8,228,190) (27,073,978)
Closing balance 51,535,773 60,884,879

Depreciation and amortisation is allocated as follows:

September 30, 2020

September 30, 2019

Depreciation Amortisation  Depreciaton  Amortisation
------------------ (Rupees) = === == ===nenunnmnn.
Charged to profit and loss 6,286,865 3,112,559 11,584,799 2,150,580
Charged to Collective investment
schemes under management 72473 49,987 133,545 34,538
6,359,338 3,162,546 11,718,344 2,185,118
MCB Arif Habib Savings and Investments Limited 25
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NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION (UNAUDITED)

FOR THE QUARTER ENDED SEPTEMBER 30
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NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION (UNAUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2020

Quarter Ended

September 30 September 30

7 RECEIVABLE FROM RELATED PARTIES Note 2020 2019
------- (Rupees) - ---- - -
Unsecured - considered good
Pakistan Income Fund 14,340,430 12,485,626
MCB Pakistan Stock Market Fund 117,750,087 103,862,961
MCB Pakistan Sovereign Fund 35,066,803 35,992,189
Pakistan Capital Market Fund 8,808,028 8,529,951
Pakistan Pension Fund 8,606,005 8,593,459
Alhamra Islamic Pension Fund 4,881,193 4,634,002
Pakistan Cash Management Fund 12,158,904 12,610,282
Pakistan Income Enhancement Fund 23,574,569 22,110,177
Pakistan Sarmaya Mehfooz Fund 4,267,360 4,267,360
MCB Pakistan Asset allocation Fund 42,801,231 41,939,488
MCB Cash Management Optimizer 66,445,674 71,598,618
MCB DCF Income Fund 136,524,627 138,483,978
Alhamra Islamic Money Market Fund
(Formerly: MCB Pakistan Frequent Payout Fund) 1.4.1 4,598,469 5,003,898
Alhamra Islamic Stock Fund 23,855,627 19,117,825
Alhamra Islamic Asset Allocation Fund 21,506,032 17,380,198
Alhamra Islamic Income Fund 18,426,787 16,092,180
Alhamra Islamic Active Asset Allocation Fund - Plan | 31,332 39,275
Alhamra Islamic Active Asset Allocation Fund - Plan Il 18,888 19,979
Alhamra Daily Dividend Fund 3,544,122 3,280,594
Other proposed fund 1,000,000 1,000,000
548,206,168 527,042,040

Advisory fee on account of discretionary
portfolio management

Adamijee Life Assurance Company Limited 71 15,233,390 10,403,985
563,439,558 537,446,025

7.1 The above amounts represents receivable on account of management fee, federal excise duty,
sales tax on management fee, sales load, conversion cost, reimbursement of expenses, selling
and marketing expenses and other expenses paid on behalf of the related parties. This includes
Federal Excise Duty (FED) amounting to Rs. 412.88 million (2019: Rs. 412.88 million) which are
receivable from the funds / portfolios under its management.

8 ADVANCE TAX - NET OF PROVISIONS

Advance tax 21,280,349 87,375,718
Income tax refundable 8.1 50,723,944 50,723,944
72,004,293 138,099,662
Provision for taxation for the year (21,201,109) (73,805,896)
50,803,184 64,293,766
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FOR THE QUARTER ENDED SEPTEMBER 30, 2020

8.1 Represents Income tax refundable as per the returns filed by the Company, except for the tax years
2010, 2011, 2017 and 2018, amounting to Rs. 27.9 million which is based on the assessment
orders.

9 RUNNING FINANCE

During the year ended 30 June 2015, the Company had obtained a short-term running finance
facility under mark up arrangement with MCB Bank Limited (a related party) amounting to Rs. 500
million. The facility carried mark-up at three month KIBOR+0.5% (2019: 1M KIBOR+0.5%) per
annum. The facility was secured against pledge the of Government Securities i.e. PIBs and T-Bills
and MCBAH Cash Management Optimizer Fund. It had expired on 31 August 2020 and subsequently
renewed on 01 September 2020. However, the facility was unutilized as at 30 September 2020.

10 LEASE LIABILITY AGAINST RIGHT-OF-USE ASSETS

Finance lease liabilities are payable as follows.

30 September 2020 (unaudited)

Minimum Lease Future Finance Present value

Payments Cost of Minimum
Not later than one year 29,930,583 5,675,090 24,255,494
Later than one year and not later than five years 31,354,008 2,187,950 29,166,058
Later than five years - - -
61,284,592 7,863,040 53,421,552
Less: Current portion (24,255,494)
29,166,058

10.1 Above balances have been discounted at 8.47% to 14.95% per annum.

(Unaudited) (Audited)
30 September 30 June
1" TRADE AND OTHER PAYABLES Note 2020 2020

Accrued expenses 90,042,388 106,891,203
Workers' welfare fund 41,769,050 38,769,050
Withholding tax payable 477,298 1,573,528
Indirect taxes and duties payable 426,216,758 422,580,282
Payable to facilitators / distributors 43,362,419 23,862,303
601,868,413 593,676,366
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NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION (UNAUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2020

Quarter Ended

September 30 September 30
2020 2019
12 MANAGEMENT FEE / INVESTMENT ADVISORY FEE Note @ ------- (Rupees) - - -----
From Collective Investment Schemes - related parties
MCB Cash Management Optimizer 29,331,702 20,458,189
MCB Pakistan Asset Allocation Fund 7,918,165 9,731,355
MCB DCF Income Fund 18,026,805 17,493,096
Alhamra Islamic Income Fund 6,534,329 6,941,791
MCB Pakistan Sovereign Fund 4,247,935 7,392,804
Pakistan Capital Market Fund 2,647,781 2,625,645
Pakistan Cash Management Fund 744,998 635,517
Pakistan Income Enhancement Fund 1,550,361 3,044,768
Pakistan Income Fund 6,702,322 6,905,614
Alhamra Islamic Asset Allocation Fund 12,968,941 14,928,758
MCB Pakistan Stock Market Fund 61,081,826 46,618,503
Alhamra Islamic Stock Fund 18,518,775 14,522,627
Alhamra Islamic Money Market Fund
(Formerly: MCB Pakistan Frequent Payout Fund) 141 133,705 1,011,573
Alhamra Islamic Active Asset Allocation Fund Plan - | 20,960 45,379
Alhamra Islamic Active Asset Allocation Fund Plan - Il 16,785 37,621
Alhamra Daily Dividend Fund 2,083,168 2,493,844
172,528,559 154,887,083
Pension schemes - related parties
Alhamra Islamic Pension Fund 4,933,569 3,420,418
Pakistan Pension Fund 7,762,849 6,539,729
12,696,418 9,960,148
185,224,977 164,847,231
Investment advisory fee from discretionary
and non discretionary portfolio management 11,655,719 8,882,305
196,880,696 173,729,536
Less: Sindh sales tax (22,649,992) (19,986,584)
174,230,705 153,742,952

Management fee from open-end Collective Investment Schemes is calculated by charging the
specified rates to the net asset value / income of such schemes as at the close of business of each
calendar day. In accordance with Regulation 61 of the NBFC Regulations, 2008, the fee so charged
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to Collective Investment Schemes shall be within allowed expense ratio limit and shall not exceed
the maximum rate of management fee as disclosed in the Offering Document.

The Company is managing investments under discretionary portfolio management agreements.
Investment advisory fee from the discretionary portfolios is calculated on a daily / monthly basis
by charging specified rates to the net asset value of the portfolios as stated in the respective
agreements with the clients. Details of this portfolio are given in note 1.4 of these financial statements.

Quarter Ended

September 30 September 30
13 ADMINISTRATIVE AND OPERATING EXPENSES Note 2020 2019
----------- (Rupees) == =-=====--

Salaries, allowances and other benefits 53,987,912 53,742,956
Legal, professional & related charges 2,516,970 1,270,091
Traveling and conveyance charges 210,279 486,435
Rent, utilities, repairs and maintenance 11,339,132 21,955,187
Office supplies 685,924 234,549
Auditors' remuneration 1,153,192 625,000
Directors' meeting fee 2,925,000 1,725,000
Insurance 552,781 560,988
Depreciation 6,022,753 11,584,799
Amortisation 2,939,161 2,150,580
Stamp duty and taxes 6,750 -
Printing and stationery 1,445,335 701,286
Telephone expenses 1,338,592 1,488,135
Entertainment expenses 472,694 651,162
Books, periodicals, subscription and training 5,439,989 7,556,599
Registrar fee 125,347 220,994

91,161,812 104,953,760

13.1 The SECP vide S.R.O No. 1160 (1) / 2015 dated 25 November 2015 introduced amendments in
the NBFC Regulations 2008. As a result of these amendments, the management company may
charge fees and expenses pertaining to registrar services, accounting, operations on Collective
Investment Schemes upto a maximum of 0.1% of average annual net assets of the scheme. The
maximum cap of 0.1% of average annual net assets was removed by SECP vide S.R.O No. 639
(1) / 2019. Accordingly, expenses amounting to Rs. 16.80 million (2019: Rs. 10.3 million) have
been charged by the Company to the respective Collective Investment Schemes (CISs) under its
management during the year.

14  SELLING AND DISTRIBUTION EXPENSES

SECP vide its Circular No. 11 of 2019 dated 5 June 2019, according to which an AMC may charge
selling and marketing expenses to all types of open end mutual funds except for Fund of Funds
against the cost pertaining to opening and maintenance of all branches in all cities. Under this
circular, expenses amounting to Rs. 71.9 million (2019: 33.9 million) have been charged by the
Company to funds under its management during the period.
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Quarter Ended

September 30 September 30
2020 2019
15 TAXATION T (Rupees) - - - - - - -
Current 21,201,109 73,458,995
Prior - 346,901
21,201,109 73,805,896
Deferred 7,300,000 13,625,880
28,501,109 87,431,776

16 CONTINGENCIES AND COMMITMENTS

16.1  The Punjab Revenue Authority issued a show cause notice no. PRA/AM.70/14/18 dated 20 June
2014 requiring the Company to pay Sales Tax under the Punjab Sales Tax on Services Act, 2012
with effect from 22 May 2013 on management fee earned in Punjab. The matter has been
collectively taken up by the Management Company jointly with other Asset Management Companies
together with their respective Collective Investment Schemes through their trustees, by filing a
petition on 08 July 2014 in the Sindh High Court (SHC) challenging the above notice. The SHC
has ordered suspension of the show cause notice till the next hearing of appeal in its Order dated
10 July 2014. The management is expecting no outflow of economic resources as the payment
relating to sales tax is already made to Sindh Revenue Board and in case the decision is made
against the Company the same is required to be settled between the two authorities.

16.2 On 30 January 2017, the Additional Commissioner Inland Revenue [ACIR] passed an order under
section 122(5A) of the Income Tax Ordinance, 2001 amending the assessment for tax year 2011
after making certain additions / disallowances in the profit or loss account and created a demand
of Rs. 25.567 million. The disallowances mainly pertained to apportionment of expenses,
management / processing fee and related income sharing, amortization of management rights /
goodwill created on merger of the MCB Asset Management Company (MCB AMC) into the
Company etc. The Company filed an appeal before the Commissioner Inland Revenue — Appeals
[CIR-A] against the impugned order and notice of demand issued there against. The CIR-A
annulled the Order of the ACIR by deleting demand on all the issues raised therein. An appeal
against the order of CIR-A has been filed before the Appellate Tribunal Inland Revenue [ATIR]
by the Commissioner Inland Revenue. The Company, in consultation with its tax advisor, is
confident of a favourable outcome.

16.3 The case of the Company was selected for audit by the Commissioner Inland Revenue, Zone |,
Large Taxpayers Unit, Karachi for tax year 2014 vide letter dated 09 November 2016. The audit
proceedings were conducted by the Deputy Commissioner Inland Revenue [DCIR] and a Show-
Cause Notice [SCN] dated 10 February 2017 was issued thereafter. Based on a (then) recent
judgment of a superior court, the SCN was challenged on legal grounds. However, the DCIR did
not agree with the legal objections raised and passed an order dated 24 March 2017 under section
122(1) of the Income Tax Ordinance, 2001 after making certain additions / disallowances in the
statement of profit or loss account and created a demand of Rs. 93.398 million. The disallowances
mainly pertained to apportionment of expenses, management / processing fee and related income
sharing, amortization of management rights / goodwill created on merger of the MCB AMC into
the Company etc. An appeal before the CIR-A was filed by the Company which has been adjudged
in favor of the Company in respect of major disallowances made in the Order of the DCIR. In
respect of the matters confirmed by the CIR-A, the Company has filed an appeal before the ATIR.
For issues deleted / set-aside by the CIR-A, an appeal has also been filed by the Commissioner
Inland Revenue before the ATIR. The Company, in consultation with its tax advisor, is confident
of a favourable outcome in respect of the said appeals.

16.4  On 29 March 2017, the ACIR passed an order under section 122(5A) of the Income Tax Ordinance,
2001 amending the assessment for tax year 2012 after making certain additions / disallowances
in the statement of profit or loss account and created a demand of Rs. 82.841 million. The
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disallowances mainly pertained to apportionment of expenses, management / processing fee and
related income sharing, amortization of management rights / goodwill created on merger of the
MCB AMC into the Company, disallowance of brought forward losses / refunds of prior periods etc.
The Company filed an appeal before the CIR-A against the impugned order and notice of demand
issued there against. The CIR-A annulled the Order of the ACIR by deleting demand on all the
issues raised therein. An appeal against the order of the CIR-A has been filed before the ATIR by
the Commissioner Inland Revenue. The Company, in consultation with its tax advisor, is confident
of a favourable outcome in respect of the said appeals.

16.5 On 29 April 2017, a notice under section 122(9) of the Income Tax Ordinance, 2001 was issued
by the ACIR to conduct the amendment of assessment proceedings for tax year 2011 of the pre-
merger entity MCB AMC. On 03 July 2017 an order under section 122(5A) of the Income Tax
Ordinance, 2001, was passed to conclude the said proceedings. A demand of Rs. 4.85 million has
been raised by the ACIR by making disallowances mainly pertaining to apportionment of expenses,
management / processing fee and related income sharing and disallowance of brought forward
losses. The Company has filed an appeal before the CIR-A against the impugned order and notice
of demand issued there against. During the year ended 30 June 2018, order of the CIR-A was
received by the Company whereby the demand on major issues was deleted. In respect of the
matters confirmed by the CIR-A, the Company has filed an appeal before the ATIR. For issues
deleted / set-aside by the CIR-A, an appeal has also been filed by the Commissioner Inland
Revenue before the ATIR. The Company, in consultation with its tax advisor, is confident of a
favourable outcome in respect of the said appeals.

16.6 On 29 February 2016, the DCIR passed an order under section 122(1) of the Income Tax Ordinance,
2001 relating to the tax year 2010 of MCB AMC making certain additions / disallowances in the
return. The Company filed an appeal before the CIR-A against the said order. The CIR-A vide order
dated December 11, 2017 deleted the disallowances made by the DCIR. Subsequently, the ACIR
relating to tax year 2010 of MCB AMC treated tax deduction under section 153(1)(b) on service
as minimum tax creating demand of Rs 0.980 million on 04 May 2016. The Company filed an
appeal before CIR-A. The CIR-A vide order dated 22 January 2018 has confirmed the treatment
of ACIR. The Company has filed an appeal before the ATIR against the order of CIR-A. The
Company, in consultation with its tax advisor, is confident of a favourable outcome in respect of
the said appeals.

16.7 On 24 November 2017, the Company received two orders pertaining to tax years 2015 and 2016
passed by the ACIR and DCIR raising demands of Rs. 119.350 million and Rs. 142.008 million
respectively. The disallowances mainly pertained to apportionment of expenses, management /
processing fee and related income sharing, amortization of management rights / goodwill created
on merger of the MCB AMC into the Company, treatment of provision for FED as income of the
Company etc. The Company filed separate appeals before the CIR-A against the impugned orders
and notices of demand issued there against. During the year ended 30 June 2018, orders of CIR-
A were received against the said appeals. For issues decided against the Company, appeals before
the ATIR have been filed by the Company. The Company, in consultation with its tax advisor, is
confident of a favourable outcome in respect of the said appeals.

16.8 On 05 June 2017, the Company received an order passed by the Assistant Commissioner - Sindh
Revenue Board [AC,SRB] wherein a demand of Sindh Sales Tax of Rs.10.62 million along with
penalty of Rs. 6.33 million and default surcharges (to be calculated at the time of payment) was
established for short levy and payment of Sindh Sales Tax on its services and for claiming inadmissible
input tax during tax periods from July 2011 to June 2015. An appeal against the aforesaid order
was filed before the Commissioner Appeals-SRB who upheld the order of the Assistant Commissioner,
SRB in its appellate order. An appeal had filed before the Appellate Tribunal, SRB against aforesaid
order of the Commissioner Appeals, SRB. The Appellate Tribunal, SRB has remanded back the
case to the Commissioner Appeals - SRB to pass fresh speaking order after verifying the records
on merit. On the basis of factual and legal grounds, the Company in consultation with its tax
consultant anticipates a favorable outcome of the aforesaid appeal.

16.9 During the year ended 30 June 2019, the Sindh Revenue Board has issued two orders dated 03
October 2018 and 10 October 2018 raising a demand of Sindh Sales Tax Rs. 3.8 million and 1.2
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million along with penalty of Rs. 4.04 million and Rs. 1.4 million respectively wherein input tax
claimed by the Company against various transactions has been disallowed by the assessing Officer
on the ground that the output tax against the same has not been offered by the respective vendors.

Appeals against the aforesaid both orders have been filed before the Commissioner Appeals, SRB
which is still pending. On the basis of factual and legal grounds, the Company in consultation with
its tax consultant anticipates a favorable outcome of the aforesaid appeal.

16.10 The DCIR vide notice dated 6 March 2020 issued under section 182 of the Income Tax Ordinance,
2001 initiated proceedings for levy of penalty of Rs. 2.97 million for alleged failure to furnish the
return under section 114 by due date. The Company have submitted its reply in consultation with
its tax consultant and anticipates a favorable outcome of the aforesaid reply.

16.11 The DCIR vide notice dated 13 September 2018 issued under section 214D of the Income Tax
Ordinance, 2001 requested for audit and furnishing of detail, evidences and information. The
Company have submitted its reply in consultation with its tax consultant for drop of proceeding
initiated under section 214D as the selection of audit was made after the provision of section 214D
were ommitted by the Finance Act 2018. The Company anticipates a favourable outcome of the
aforesaid reply.

16.12 The DCIR vide notice dated 17 January 2020 issued under section 161(1A) of the Income Tax
Ordinance, 2001 initiated proceedings regarding monitoring of withholding taxes. The Partial
compliance have been made and the remaining information have been arranged.

17 TRANSACTIONS WITH RELATED PARTIES

MCB Bank Limited (MCB) holds 51.33% ordinary shares of the Company as at the period end.
Therefore, all subsidiaries and associated undertakings of MCB are related parties of the Company.
Other related parties comprise of Arif Habib Corporation Limited with a holding percentage of 30%,
companies having common directorship, collective investment schemes and voluntary pension
schemes managed by the Company, directors, key management personnel and their close family
members and retirement benefit plan. The transactions with related parties are in the normal course
of business and are carried out at contracted rates and terms. Details of such transaction are as
follows:

171 Transactions with related parties during the period
Quarter ended

Name of the related party Relationship and Nature of transaction 30 Septemt 30 Septemb
percentage of 2020 2019
shareholding (Rupees)

MCB Bank Limited Parent company with  Commission and other expenses 5,072,085 8,396,834
51.33% Holding Profit on bank deposits 312,015 846,066

Branch sharing expenses 729,510 5,149,817
Dividend paid .
Financial charges 45,480 47,464

MCB Islamic Bank Limited Subsidiary of Bank charges - 3,333
Parent Company Profit on bank deposits 3,538 -

Nishat Real Estate Development Group Company Quaterly Rent as per rental agreement 765,554 1,043,938

Company (Pvt) Limited of Parent Company

Adamijee Life Assurance Company Group Company Investment advisory fee 6,271,692 5,147,793
Limited of Parent Company
Adamjee Insurance Company  Group Company Amount paid against insurance 7,615,717 1,008,828
Limited of Parent Company Dividend paid - -
Quaterly Rent as per rental agreement 4,785,000
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Name of the related party

Arif Habib Corporation Limited

MCB Cash Management Optimizer

MCB DCF Income Fund

Alhamra Islamic Income Fund

MCB Pakistan Asset Allocation
Fund

Alhamra Islamic Money Market
Fund (Formerly: MCB

Pakistan Frequent Payout Fund)

Relationship and
percentage of
shareholding

Associate with 30.09%
Holding Company

Funds under

management

Funds under
management

Funds under
management

Funds under
management

Funds under

management

Nature of transaction

Dividend paid

Management fee

Investment in units
Redemption of units
Dividend Income
Reimbursement of expenses
Selling and marketing

Management fee

Share of sales load

Back end load
Reimbursement of expenses
Selling and marketing
Investment in units
Redemption of units

Management fee

Share of sales load

Back end load

Sharia fee paid on behalf of the fund
Reimbursement of expenses

Selling and marketing

Investment in units

Redemption of units

Management fee

Share of sales load
Reimbursement of expenses
Selling and marketing

Back end load
Investment in units
Redemption of units

Management fee
Reimbursement of expenses
Selling and marketing

Share of sales load
Investment in units
Redemption of units

Other Expenses

MCB Arif Habib Savings and Investments Li

Quarter ended

30 Septemb 30 Septemt
2020 2019
----------------- (Rupees) =-=====sz=znuan
25,957,258 20,458,189
2,234,572,867 18,055,537
2,343,044,435 1,831,676
5,623,337 -

7,380,503 3,394,984

15,952,925 17,493,096

25,864 60,697
1,063,528 1,032,041
4,147,761 R
1,014,790 R
1,015,540 R
5,782,592 691,791
355,491 112,046
210,000 225,000
1,564,709 607,557
3,129,417 -
1 -
1 -

7,007,226 9,731,355

140,096 182

350,361 596,363

4,554,697 2,849,593

- 829,328

118,323 1,011,573

12,803 52,670

102,427 197,874

1,147 88
446,403,826 -
446,555,350 -

322,353
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Quarter ended

Name of the related party Relationship and Nature of transaction 30 Sey k 30 Sey k

percentage of 2020 2019
shareholding R \

Alhamra Islamic Stock Fund Funds under Management fee 16,388,296 14,522,627
management Share of sales load 214,414 23,605
Reimbursement of expenses 819,415 642,593
Selling and marketing 10,652,392 3,078,341
Sharia fee paid on behalf of the fund 204,193 225,000
Back end load - -
Others - -
MCB Pakistan Sovereign Fund Funds under Management fee 3,759,235 7,392,804
management Share of sales load - 267,943
Reimbursement of expenses 416,828 262,994
Selling and marketing 583,560 365,776
Investment in units 590,222 8,227,804
Redemption of units 590,660 6,411,231
MCB Pakistan Stock Market Fur Funds under Management fee 54,054,713 46,618,503
management Share of sales load 2,033,868 198,981
Reimbursement of expenses 2,702,736 2,062,765
Selling and marketing 35,135,564 12,773,942
Investment in units 172,420,886 -
Redemption of units 35,000,000 -
Back end load - -
Others - -
Pakistan Capital Market Fund ~ Funds under Management fee 2,343,169 2,625,645
management Share of sales load 13,691 9,795
Reimbursement of expenses 117,158 116,179
Selling and marketing 1,581,639 717,222
Others - -

Redemption of units - -

Pakistan Cash Management Fur Funds under Management fee 659,290 635,517
management Reimbursement of expenses 277,504 40,029
Share of sales load - -

Investment in units 84 -

Redemption of units 84 -
Pakistan Income Enhancement Funds under Management fee 1,372,001 3,044,768
Fund management Share of sales load 18,580 64,346
Reimbursement of expenses 175,253 178,089

Investment in units - -
Redemption of units - -
Selling and marketing 1,314,398 815,857

Back end load - -

MCB Arif Habib Savings and Investments Li




NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION (UNAUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2020

Name of the related Relationship and  Nature of transaction 30 September 30 September
percentage of 2020 2019
shareholding (Rupees)

Pakistan Income Fund Funds under Management fee 5,931,258 6,905,614
management Share of sales load 122,233 13,050

Reimbursement of expenses 487,105 372,680
Others - -
Selling and marketing 633,242 483,161
Back end load 29,494
Investment in units 317,614 -
Redemption of units 317,732 -
Alhamra Islamic Asset Funds under Management fee 11,476,939 14,928,758
Allocation Fund management Share of sales load 189,891 134,895
Back end load 1,531,982 4,608,224
Reimbursement of expenses 573,847 660,564
Selling and marketing 7,460,011 4,102,383
Sharia fee paid on behalf of the fund 204,193 225,000

Alhamra Islamic Pension Fund ~ Funds under Management fee 4,365,990 3,420,418

management Share of sales load 115,259 27,966
Contribution to fund on behalf 4,572,862 4,475,606
of the employees

Pakistan Pension Fund Funds under Management fee 6,869,778 6,539,729
management Share of sales load 38,615 22,497

Contribution to fund on behalf 1,564,828 1,416,604
of the employees

Al-Hamra Islamic Active Asset Funds under Management fee 18,549 45,379

Allocation Fund Plan-I management Reimbursement of expenses 80,202 132,474

Al-Hamra Islamic Active Asset Funds under Management fee 14,854 37,621

Allocation Fund Plan-II management Reimbursement of expenses 43,160 149,025

Alhamra Daily Dividend Fund ~ Funds under Management fee 1,843,512 2,493,844

management Dividend income 276,963 -
Investment in units 350,235,419 -
Redemption of units 350,235,419 -
Selling and marketing 2,587,207 1,027,367
Reimbursement of expenses 737,405 136,527
Bank Charges 194,413 408,748
Share of sales load 9,048 -
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NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION (UNAUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2020

17.2 Amount outstanding as at period end

Name of the related Relationship and  Nature of transaction 30 September 30 June
percentage of 2020 2020
shareholding (Rupees)

MCB Bank Limited Parent company with Bank balance 16,897,133 10,067,104
51.33% Holding Other payable 4,380,075 4,380,075

Commission payable 3,957,044 3,671,827
Mark-up receivable - -

MCB Islamic Bank Limited Subsidiary of Bank balance 330,468 327,330
Parent Company Mark-up receivable 1,200 1,353

Adamijee Life Assurance Group Company Advisory fee receivable 15,233,390 2,860,457

Company Limited of Parent Company  Receivable against sale of intangible - -

Nishat Real Estate Development  Group Company Rent Deposit 784,326 784,326

Company (Pvt.) Ltd. of Parent Company
MCB DCF Income Fund Funds under Remuneration receivable 5,734,940 6,340,288
management Sales load receivable 78,238 54,969
Receivable against reimbursement
of expenses 338,345 374,058
Receivable against selling &
marketing expenses 4,147,761 4,721,237
Back end load receivable - -
Closing balance of investment in units - -
Federal excise duty on remuneration 99,060,437 99,060,437
Federal excise duty on sales load 27,932,990 27,932,990
MCB Pakistan Asset Allocation Funds under Remuneration receivable 2,702,434 2,355,138
Fund management Sales load receivable 224,219 246,077
Back end load receivable - -
Receivable against reimbursement of expenses 119,577 104,210
Receivable against selling & marketing expenses 4,554,697 4,033,759
Federal excise duty on remuneration 19,027,350 19,027,350
Federal excise duty on sales load 16,172,955 16,172,955
MCB Cash Management Optimiz Funds under Remuneration receivable 9,650,699 10,470,848
management Sales Load Receivable - -
Receivable against reimbursement of expenses 2,509,375 2,187,907
Receivable against selling & marketing expenses - 4,654,264
Federal excise duty on remuneration 54,266,812 54,266,812
Federal excise duty on sales load 18,788 18,788
Closing balance of investment in units 445,770,401 551,483,642
Alhamra Islamic Income Fund  Funds under Remuneration receivable 1,911,167 1,887,943
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NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION (UNAUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2020

Name of the related Relationship and  Nature of transaction 30 September 30 June
percentage of 2020 2020
shareholding (Rupees)
management  Sales load receivable 1,132,005 408,972

Back end load receivable 32,059 -

Receivable against reimbursement of expenses 511,987 357,973
Receivable against Shariah Fee 42,582 75,000
Receivable against selling & marketing expenses 3,129,417 1,694,723
Federal excise duty on remuneration 8,639,183 8,639,183
Federal excise duty on sales load 3,028,386 3,028,386

MCB Pakistan Stock Market Fun Funds under  Remuneration receivable 21,998,298 15,904,439

management  Sales load receivable 936,231 183,846
Other receivable - -
Closing balance of investment in units 263,327,391 109,436,502
Receivable against reimbursement of expenses 973,376 703,736
Receivable against selling & marketing expenses 35,135,564 28,269,543
Federal excise duty on remuneration 54,773,935 54,773,935
Federal excise duty on sales load 3,932,683 3,932,683

Pakistan Income Fund Funds under  Remuneration receivable 3,024,787 1,709,855

management  Sales load receivable 934,625 403,694
Receivable against reimbursement of expenses 165,771 175,851
Receivable against selling & marketing expenses 633,242 614,221
Federal excise duty on remuneration 9,210,245 9,210,245
Federal excise duty on sales load 239,199 239,199
Other receivable 132,561 132,561
MCB Pakistan Sovereign Fund Funds under Remuneration receivable 1,157,727 1,381,532
management  Sales load receivable - 355,019
Receivable against reimbursement of expenses 127,702 146,506
Receivable against selling & marketing expenses 583,560 911,319
Federal excise duty on remuneration 29,027,974 29,027,974
Federal excise duty on sales load 4,169,840 4,169,840

Pakistan Capital Market Fund ~ Funds under Remuneration receivable 905,845 790,450

management  Sales load receivable 15,470 -
Receivable against reimbursement of expenses 40,082 34,976
Receivable against selling & marketing expenses 1,581,639 1,439,534
Federal excise duty on remuneration 5,872,250 5,872,250
Federal excise duty on sales load 392,742 392,742

Alhamra Islamic Stock Fund Funds under Remuneration receivable 6,699,899 4,815,010

Fund (Formerly: MCB management  Sales load receivable 332,726 53,369

Pakdstan Frequent Payout Fund) Receivable against reimbursement of expenses 296,456 213,054

Receivable against selling & marketing expenses 10,652,392 8,147,238
Receivable against Shariah Fee 60,000 75,000
Federal excise duty on remuneration 5,689,242 5,689,242
Federal excise duty on sales load 124,913 124,913
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NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION (UNAUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2020

Name of the related Relationship and  Nature of transaction 30 September 30 June
percentage of 2020 2020
shareholding (Rupees)

Pakistan Pension Fund Funds under Remuneration receivable 2,567,838 2,358,801
management  Sales load receivable 61,702 258,193

Closing balance of investment in units 287,934,931 266,239,774

Federal excise duty on remuneration 5,976,465 5,976,465

Alhamra Islamic Asset Funds under Remuneration receivable 4,520,277 3,633,832
Allocation Fund management  Sales load receivable 488,555 201,813
Back end load receivable 1,731,032 82,245

Receivable against reimbursement of expenses 200,012 160,789

Receivable against selling & marketing expenses 7,460,011 6,180,374

Receivable against Shariah Fee 60,000 75,000

Federal excise duty on remuneration 5,910,300 5,910,300

Federal excise duty on sales load 1,135,845 1,135,845

Alhamra Islamic Pension Fund Funds under Remuneration receivable 1,673,139 1,414,549

management  Sales load receivable 177,722 189,121
Closing balance of investment in units 295,081,847 266,955,633
Federal excise duty on remuneration 3,030,332 3,030,332
Pakistan Sarmaya Mahfooz Fund ~ Funds under Remuneration receivable - -
(Matured) management  Sales load receivable - -
Federal excise duty on remuneration 1,960,082 1,960,082
Federal excise duty on sales load 2,307,278 2,307,278
Pakistan Cash Management Fund ~ Funds under ~ Remuneration receivable 155,219 512,154
management Receivable against reimbursement of expenses 70,802 165,245
Sales load receivable - -
Federal excise duty on remuneration 11,932,884 11,932,884
Pakistan Income Enhancement Funds under Remuneration receivable 666,731 202,575
Fund management  Sales load receivable 50,831 28,731
Back end load receivable 18,243 -
Other receivable 132,561 132,561
Receivable against reimbursement of expenses 55,774 17,675
Receivable against selling & marketing expenses 1,314,398 392,605
Federal excise duty on remuneration 16,589,808 16,589,808
Federal excise duty on sales load 4,746,222 4,746,222
Alhamra Islamic Money Market Funds under Remuneration receivable - 221,657
Fund (Formerly: MCB management  Sales load receivable 17,879 14,639
Pakistan Frequent Payout Fund) Receivable against reimbursement of expenses 12,803 11,794
Receivable against selling & marketing expenses 102,427 290,448
Federal excise duty on remuneration 840,741 840,741
Federal excise duty on sales load 3,624,619 3,624,619
Payable against Other Expenses 322,353 -
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NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION (UNAUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2020

Name of the related Relationship and  Nature of transaction 30 September 30 June

percentage of 2020 2020
shareholding (R )

Al-Hamra Islamic Active Asset Funds under Remuneration receivable 6,102 10,692
Allocation Fund Plan-I management Receivable against reimbursement of expenses 25,231 28,583
Al-Hamra Islamic Active Asset Funds under Remuneration receivable 4,927 5,132
Allocation Fund Plan-li management Receivable against reimbursement of expenses 13,961 14,847
Alhamra Daily Dividend Fund ~ Funds under Remuneration receivable 645,741 776,026
management Payable against bank charges 65,184 88,126

Receivable against reimbursement of expenses 228,581 274,700

Receivable against selling & marketing expenses 2,587,207 2,141,742

Closing balance of investment in units - -

Sales load receivable 17,409 -

18  DATE OF AUTHORISATION FOR ISSUE

This condensed interim financial information was authorised for issue on October 23, 2020 by the
Board of Directors of the Company.

19 NON-ADJUSTING EVENTS AFTER THE REPORTING PERIOD
The members in Annual General Meeting held on October 19, 2020 has approved final cash
dividend of Rs. 2.25 per share (2019: Rs. 1.35 per share approved on October 24, 2019). These
financial statements do not include the effect of this appropriation which will be accounted for in
the financial statements of the Company for the period ending December 31, 2020.

20 CORRESPONDING FIGURES
Corresponding figures have been rearranged or reclassified wherever necessary for the purpose
of comparison or better presentation. No significant reclassification was made in this condensed
interim financial information during the current period.

21 GENERAL

Amounts have been rounded off to the nearest Rupee unless otherwise stated.

! ‘J;"j‘,“/ A’bl.b /i-—--- }7
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